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[bookmark: _Toc216520152]Introduction
The modern global business environment is defined by fast structural change, which is influenced by globalisation, digitalisation, changes in consumer tastes, and regular macroeconomic shocks. Global companies need to deal with fluctuating demand trends, supply-chain risks, and cross-regional differences in regulations and business policies, which complicate international expansion (Jones, 2024).  IKEA is one of the best examples of a company that has been using economies of scale and high brand equity, and design standardisation as prerequisites that have allowed it to perform well in different markets. FY24 IKEA recorded the retail sales of €45.1 billion, which demonstrates its size and market penetration (IKEA, 2025).  This report is a proposal for an organisational expansion plan of IKEA to South Africa.  The report is presented in the following way: Section 1 is an explanation of the choice of IKEA and the South African market (the reasons and data to support the choice). Section 2 gives a comprehensive strategic analysis based on PESTEL, Porter's Five Forces, and Swot. Section 3 works on a market entry and positioning strategy (entry mode, Ansoff, VRIO, implementation). Section 4 outlines the Triple Bottom Line and the Balanced Scorecard performance model. The conclusion is a summary of strategic recommendations.








[bookmark: _Toc216520153]Section 1: Selection of Organisation and Target Market
[bookmark: _Toc216520154]1.1 The Chosen Organisation: IKEA 
IKEA was established in 1943 in Sweden and has become the largest furniture retailer in the world via sustained cost and low-end product emphasis, the modular or flat-pack product design, functional Scandinavian design, and mass customisation. Its retail sales in the FY24 amounted to 45.1 billion euros, based on its omnichannel strategy that includes large format stores, small planning centres, and an increased online channel (IKEA, 2025).
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Figure: Logo of IKEA (IKEA, 2025).
The main aspects of the business model of IKEA are the following: (1) scale sourcing and global supplier networks, which minimise per-unit costs; ((2) flat-pack logistics that streamline transport and warehousing; (3) a self-service store format that minimises retail operating costs; and (4) a powerful brand proposition based on affordable design and sustainability (Edvardsson and Enquist, 2011). These also provide IKEA with price leadership advantages and enable it to achieve the same product standards across markets (Bouhia, 2022). IKEA experienced improvement in store and online visitation, and online sales, which constituted 26% of all IKEA sales (IKEA, 2025). Sustainability commitments (circularity, renewable materials, and supplier standards) are another aspect on which the company has intensified its efforts, but which are becoming more significant to urban customers worldwide (Baraldi and Ratajczak-Mrozek, 2019).
[bookmark: _Toc216520155]1.2 Target Market: South Africa
South Africa is an upper-middle-income nation, having the largest formal economy on the continent (400.26 billion US dollars in 2024) and a population of roughly 64 million (2024-25 estimates). Urbanisation is high - about 66 percent of the population is urbanised, forming clusters of middle-income customers in metros like Johannesburg, Cape Town, and Durban (World Bank, 2025). The South Africa Furniture and Home Décor Market is valued at USD 4.5 billion, based on a five-year historical analysis. This growth is primarily driven by increasing urbanization, rising disposable incomes, and a growing trend towards home improvement and interior design (Ken Research, 2025).  The key socio-economic characteristics are ambivalent: inflation is moderate (approximately 4.4% in 2024), but unemployment is somehow large (approximately 33.2%), as well as income distribution is uneven, which conditions demand segmentation (a high price sensitivity of many consumers but at the same time an increasing spending power of urban middle-class categories). (World Bank, 2025).
[bookmark: _Toc216520156]1.3 Rationale for the Decision
[bookmark: _Toc216520157]1.3.1 Demand for affordable, design-led furniture
The urban middle-class population and younger professionals in South Africa are starting to focus more on the modern, space-saving, and affordable furnishing options (e.g. compact sofas, multi-purpose storage) (Mannapperuma et al., 2025). The supply locally is fragmented - a combination of small carpenters, middle-range chains like Coricraft, @home, Mr Price Home, OK Furniture, and a used-products market - that would allow a large international retailer that offers a combination of consistent design, price transparency, and supply security (Ken Research, 2025).
[bookmark: _Toc216520158]1.3.2 Market size & growth potential
South Africa's furniture market is worth USD 5.1 Bn, and its growth rate is driven by the demand in the urban housing and the uptake of e-commerce in household products. This gives IKEA an addressable market that is large enough to make the initial investments in a single or multiple flagship stores, as well as omnichannel capability, a justified move (Research and Markets, 2025).
[bookmark: _Toc216520159]1.3.3 Urban population dynamics
South Africa is very urbanised, with 66 percent urbanisation. The metropolitan regions of South Africa are home to a large number of consumers who could be among the first to buy the IKEA value proposition (young professionals, first-time home buyers, rental market households). This urban density also enhances the economics of large-format stores with the delivery and pick-up networks (Worldometer, 2025).
[bookmark: _Toc216520160]1.3.4 Competitive landscape
Domestic market leaders in South Africa like Mr Price Group (R17.6bn revenue in FY2024), Coricraft and @home have demonstrated strong local demand and are established in their retail delivery channels, yet none offer a combination of global sourcing, flat-pack delivery, and integrated sustainability positioning, which IKEA offers, which is a possible point of differentiation. (Mrpricegroup.com, 2025).
[bookmark: _Toc216520161]1.3.5. Risks and mitigations
The major limitations to IKEA in the South African market are currency volatility (ZAR), high unemployment, infrastructure/logistics bottlenecks, and complex regulations. They can, however, be alleviated through staged entry (pilot city store and distribution hub), local supplier relationships to reduce lead times, and franchising/JV to allow sharing of local knowledge and regulatory risk. South Africa is a strategically favourable entry point into Sub-Saharan Africa due to the economic size of the market and its consistency with the IKEA concept (low-cost, modular furniture to live in).
[bookmark: _Toc216520162]Section 2: Comprehensive Strategic Analysis
[bookmark: _Toc216520163]2.1 Macro-Environmental Analysis — PESTEL
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Figure: PESTLE Analysis;
Source: (Nygaard, 2024).
Political Factors
South Africa is the most industrialised African economy, whose political system is relatively stable and has established trade relations with the world market (Stadler, 2024). The nation is under the multilateral trade arrangements like the African Continental Free Trade Area (AfCFTA), which would enable regional supply-chain connectivity (de Melo and Solleder, 2025). The regulatory climate is rather adverse: the regulations on product-markets continue to be of a highly restrictive character, making it difficult to enter the market and organize new retail business activities (OECD, 2025). Overall, the South African environment is favourable to foreign direct investment (FDI) and the only way to ensure success is by navigating regulations, tariffs on importation of the components of the flat pack furniture, and good local collaborations in the logistics and compliance.
Economic Factors
The growth of the South African economy is modest: it is expected to grow at a GDP at 1.3-1.4% in the period of 2025-2026. (OECD). The South African Gross Domestic Product (GDP) stood at 400.26 billion US dollars in 2024, as per the official statistics of the World Bank. The GDP figure of South Africa constitutes 0.38 percent of the global economy (Trading Economics, 2024).
[image: A graph of a graph showing the growth of the country

AI-generated content may be incorrect.]
Figure 1. GDP per capita has stagnated at low levels over the past decade;
Source: OECD (2025).

In 2025, nominal GDP was approximated to be US 426.4 billion. Consumer inflation has been contained lately: CPI inflation is expected to be at 4.4% in 2024, and its pressure will be downward in 2025 (OECD, 2025). Nonetheless, according to the statistics of South African Reserve Bank (2025), the official unemployment level is extremely high (around 32.9 per cent in early 2025) and there are 8.2 million people who are unemployed.
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Figure: Macroeconomic projections of South Africa;
Source: OECD (2025).
These ambivalent signals mean that even though the average economic growth is low, consumers are willing to spend on retail products, particularly those related to furniture and home furnishing, as they may need to renew or furnish their homes (Epede and Wang, 2022). In the case of IKEA, this implies that there is a target group amongst the urban middle-income consumers who continue to spend regardless of the macroeconomic headwinds.
Social Factors
In terms of demographics, there are 64.4 million residents of South Africa as of early 2025, out of which approximately 69.5 percent are located in urban centres (Kemp, 2025). The mean age is approximately 28.7 years, meaning a relatively young population, and the proportion of the 18-34 group is high, which is one of the groups that are likely to value affordable and stylish home-furnishing products. (Kemp, 2025). The demand for compact, practical, and affordable furniture is being created in South Africa by urbanisation and new lifestyles, particularly among young professionals, first-time homeowners, and apartment dwellers (Uzozie et al., 2022). This trend is in line with the IKEA value proposition of flat-pack, small-size, self-assembly furniture. Meanwhile, the population of consumers is still highly diversified in terms of purchasing power and income. 
Technological Factors
The presence of technological infrastructure and digital adoption is a good tailwind. South Africa had 50.8 million internet users as of January 2025, which is indicative of 78.9 internet penetration. (Kemp, 2025). Mobile penetration is high with 124 million active users (Ebatamehi, 2025). E-commerce is expanding at a very fast pace: online sales in the retail sector are expected to be over R130 billion (~10% of total retail) in 2025 (World Wide Worx, 2025). These digital trends are positive with regard to IKEA: the ability of IKEA to have an omnichannel, i.e. online ordering, click-and-collect, and home delivery, can be scaled to South Africa (Jones, 2024). 
Environmental Factors
The environmental laws and policies implemented in South Africa have become stronger to control waste management and circular economy practices. The latest waste and recycling national guidelines highlight the concept of extended producer responsibility (EPR) and minimisation of waste, which is an indication of a regulatory climate that is conducive to sustainable business. (Mandpe et al., 2023). But a recent survey of manufacturing firms in KwaZulu-Natal indicates that only 30.9% of manufacturing firms use recycling, whereas only 35% of manufacturing firms dispose of waste without waste-minimisation strategies (Mkunyana and Ngema, 2025). This is an indication that there are regulations, but implementation and adherence are not very consistent, particularly in the non-urban regions.
Legal Factors
The legal and regulatory frameworks in South Africa consist of sound labour legislation, regulations on imports, and product-market regulation frameworks (The Trade Adviser, 2024). The level of regulatory restrictiveness is still at high levels, according to OECD, which may increase barriers to entry, flexibility in operations, and cost, especially when it comes to imports, labour, and compliance with environmental barriers (OECD, 2025). The cost of importing the flat-pack furniture of IKEA in the country can be increased by importation tariffs, customs, and logistic policies. Additionally, competition laws and licensing regulations in the retail industry might necessitate a close design - potentially to enter the market through joint-venture or franchising to exploit regulatory experience in the new country and minimise risk (KLA, 2023).
Limitations of PESTEL
Hult et al. (2022) have argued that although PESTEL provides an analytical framework, it describes a dynamic situation as a static picture. It can also simplify interdependencies (e.g., economic with social, regulation with environment) and fails to reflect sudden shocks (e.g., energy outages, currency fluctuations, change of policies). Moreover, PESTEL has a tendency to assume that factors are independent, whereas the real market performance is a complex interaction. For instance, Nygaard (2024) has stated that the penetration of the internet (technological factor) might be good, but the logistical infrastructure (technological, legal, and economic) might be poor, restraining successful e-commerce or delivery. 
[bookmark: _Toc216520164]2.2 Industry / Competitive Analysis — Five Forces Model
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Figure: Porter’s Five Forces Model;
Source: (Barthélemy, 2022).
Threat of New Entrants – Moderate
The barriers to entering the South African furniture retail market are moderate. On the one hand, the local supply is disintegrated, and new entrants are common due to the large number of small carpenters and local furniture manufacturers, as well as small chains (Ndzabukelwako et al., 2024). Conversely, the capital requirement of a large-format retail supply-chain network, warehousing, and supply-chain network (as IKEA would require) is high (Jose, 2025). Also, other barriers to entry are import logistics, regulatory and environmental compliance, and brand building.
Buyer Power – High
The consumers in south Africa are expected to be price sensitive especially considering the high unemployment and income disparities. The alternatives are numerous: local furniture manufacturers, used furniture markets, small domestic stores, and used furniture resale (Baraldi and Ratajczak-Mrozek, 2019). Therefore, the bargaining power of buyers is high. The value-based pricing strategy (affordability, design, and quality) of IKEA has to be strong enough to defeat such power, particularly in regards to very low-cost local substitutes (Kot, 2023).
Supplier Power – Moderate
Furniture suppliers of furniture components (wood, metal, packaging) in South Africa are decentralized; there are a lot of small-scale manufacturers of raw materials or sub-components (Ndzabukelwako et al., 2024). This kind of fragmentation lowers the supplier power, and this is favourable to IKEA. Additionally, IKEA may take advantage of its sourcing networks of the world, perhaps by importing parts or complete flat-pack units - using the global supply chain as a means to take price pressure off (Vyas, Dasgupta, and Sošic, 2024). But dependence on imports will expose IKEA to global shipping fees, the foreign exchange rates (rand depreciation), and importation charges, which may raise the price (Tiehen, 2022). In case IKEA wants to source locally, the supplier inconsistency, variation in quality, and limited capacity may be turned into constraints.
Threat of Substitutes – Strong
Substitution risk is high. The South African consumers have numerous options: custom furniture is available in the form of local carpenters; second-hand furniture markets or even informal markets; domestic furniture chains (mid-range); or even cheaper imports (Edvardsson and Enquist, 2011). These alternatives are appealing, particularly when the price is sensitive and cultural value on customized solutions is high in certain segments; the customers of such products prefer local craftsmanship or want to patronize local businesses (Tiehen, 2022).
Rivalry Among Existing Competitors – High
According to Vyas, Dasgupta and Sošic (2024), the current retail local furniture market in South Africa is competitive, but divided. The current competitors like Mr Price Home, Coricraft, local chain of stores called @home, and OK Furniture already fight over the middle-class urban customers. Moreover, competitive pressure rises because of increasing online retailers and marketplaces (particularly after growth of e-commerce) both within domestic and new entrants internationally (Edvardsson and Enquist, 2011). 
Limitations of the Five Forces Approach
Although the model by Porter provides structure, it assumes a balanced industry with an inert structure (Ndzabukelwako et al., 2024). As a matter of fact, the retail industry in South Africa is dynamic: e-commerce is rapidly developing; the economic environment (inflation, unemployment, currency, etc.) is unstable; consumer behaviour changes; and the regulatory climate changes. According to Vyas, Dasgupta and Sošic (2024), the possibility of disruption (e.g., by online retail, mobile commerce, or other business models, which are major in SA) is also under-estimated in the model. 
[bookmark: _Toc216520165]2.3 Internal Performance Analysis — SWOT Analysis
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Figure: SWOT Analysis
Source: Barthélemy (2022).
	Strengths
	Weaknesses

	Powerful Global Brand and Image: IKEA is known around the world to be a practical designer, with low prices and Scandinavian style, a brand message that can appeal to the middle classes of urban South Africa (Bookman and Hall, 2022).

	Relying on Large-format Stores and Inventory Imports: The conventional model used by IKEA is based on large stores and imports of flat-pack goods, which can be more expensive (import taxes, logistics, and warehouse) and less flexible (Barthélemy, 2022).

	Effective Global Supply Chain and Economies of Scale: The global sourcing and logistics networks established by IKEA enable sourcing at low costs even when the transported parts need to be imported. This effectiveness is the foundation of competitive pricing (Bednarz and Myszk, 2024).

	Relatively High Price-sensitivity of Consumers: With a high unemployment rate and income inequality, most potential customers might be highly price-sensitive, which restricts the profit margin of IKEA and must be price-positioned carefully (Enquist and Sebhatu, 2023).


	Opportunities
	Threats

	Urban Middle-Class Growth (Potential Market): The retail furniture and home-goods segment, specifically in the urban consumer segment, is already demonstrating growing demand, which is reflected in the solid recent growth (9 to 13 percent YoY growth) of the furniture/appliances sub-category (Dludla, 2025).
	Supply-Chain & Logistics Challenges: According to Barthélemy (2022), due to the structural limitations in the infrastructure (transport, warehousing, distribution), South Africa has a long import lead time that could create difficulties in managing inventory efficiently (particularly when the demand is variable).

	Increasing E-commerce and Digital Retail Adoption: As the internet penetration stands at almost 79% and online retail is on the increase, IKEA can utilize omnichannel distribution, which will reach customers outside of major city centres (Kemp, 2025).
	Competitive and Substitutes Pressure: The local furniture manufacturers, second-hand, smaller retailers and online retailers may be able to compete with IKEA in pricing or provide more tailor-made and localised furniture that matched local preferences (Bookman and Hall, 2022).



[bookmark: _Toc216520166]2.4 Insights and Strategic Implications 
The combination of the PESTEL and Five Forces analysis and SWOT analysis shows that the market environment in South Africa is challenging yet promising for IKEA. The main opportunities are the development of the retail-furniture demand of urban consumers, increased use of e-commerce, and sustainable, stylish and affordable home goods (Barthélemy, 2022). Among the major risks, there are macroeconomic instability (inflation, unemployment), regulatory burden, high price sensitivity, and supply-chain limit (Bookman and Hall, 2022).
Under these dynamics, the strategic priorities should be:
i. Entry mode with low import and regulatory risk- According to Barthélemy (2022), this could be a joint venture/ local partnership, maybe with local sourcing and import, depending on the product.
ii. Flexible retail format with omnichannel strategy - A smaller flag store in a big city (e.g. Johannesburg or Cape Town) with robust online and delivery/collection services to take advantage of digital adoption (Enquist and Sebhatu, 2023).
iii. Local product range and pricing strategy - This could be via a low-cost, value-based product line to meet the budgets of the South African consumer markets and maintain the design and sustainability standards (Barthélemy, 2022).
[bookmark: _Toc216520167]Section 3: Strategy Development and Formulation
[bookmark: _Toc216520168]3.1 Strategic Direction and Rationale
The fundamental vision of IKEA is to provide a better everyday life to the many people, and it is reflected in its business model that places emphasis on affordability, practical design, and broad accessibility. In the long run, IKEA has expanded its focus on the goals of sustainability and the circular economy - by using renewable or recycled materials, IKEA has cut its waste levels and carefully considered the lifecycle in its products (Barthélemy, 2022). The market entry in South Africa is consistent with these strategic objectives, and it will provide the chance to introduce affordable, design-focused, and sustainability-conscious home furnishing to the new and emerging consumer market in the urban areas (Enquist and Sebhatu, 2023). 
[bookmark: _Toc216520169]3.2 Strategic Model: Ansoff Matrix — Market Development Strategy
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Figure: Ansoff Matrix;
Source: (Acar, 2024).
With the help of the Ansoff Matrix, the entry of IKEA into South Africa is a Market Development strategy - offering existing product lines to a new geographical target market (Zugay and Zakaria, 2023). This will enable IKEA to exploit its developed global supply chain, flat-pack logistics, and portfolio of designs as it targets new consumers.
Nevertheless, the implementation of this strategy in South Africa needs some changes.
· Product fit adaptation: The housing stock of South Africa is quite diverse; some include urban flats and suburban dwellings. IKEA would have to provide more space-efficient multifunctional furniture with smaller living spaces (Barthélemy, 2022).
· Pricing adaptation: According to Lu, Ma and Xie (2022), considering the price sensitivity of the market with a considerable number of consumers enduring economic limitations, IKEA must save its value-for-money-positioning - perhaps, by offering an entry-level line of products at a specific price point in the South African market.
· Supply chain adaptation: The imported goods could be cost-inefficient in the beginning because of shipping costs, import duties and currency fluctuations (Kot, 2023). Therefore, IKEA must gradually convert to the sourcing and production of its raw materials (e.g., wood, textiles) locally to save money, as well as enhance the resilience of its supply chain (Zugay and Zakaria, 2023).
[bookmark: _Toc216520170]3.3 Market Entry Mode
As per Zhang et al. (2023), in deciding on the entry modes into South Africa, IKEA has three main options, including setting up a wholly-owned subsidiary, joint venture (JV), and franchise model. Since the regulatory, logistical, and market risks in South Africa are high, a franchise partnership (preferably with a combined minority JV with a local retail conglomerate) is the most sensible option.
Applying the OLI (Ownership -Location-Internalization) Framework:
[image: Eclectic paradigm OLI]
Figure: OLI Framework;
Source: (Petersen and Benito, 2024).
· Ownership Advantages: IKEA has formidable proprietary resources: a reputed international brand, effective flat-packing and logistics, effective worldwide supply-chain management, and well-established sustainability systems (Surana et al., 2024). These are transferable and valuable assets.
· Location Advantages: South Africa is concentrated on urban areas (Johannesburg, Cape Town, Durban) and has an emerging urban middle class and growing internet costs, which justifies omnichannel retailing (Batschauer da Cruz, Eliete Floriani, and Amal, 2022). Nonetheless, regulatory complexity, dependence on imports, and currency risk also exist in the market, and this makes fully-owned operations less attractive (Barthélemy, 2022).
· Internalization Advantages: Since the local operations, imports, distribution, and compliance are expensive, risky, and complicated to manage, fully internalising operations (i.e., wholly-owned subsidiary) is not so appealing (Petersen and Benito, 2024).
Therefore, franchising (perhaps under a joint venture with an established retailer) is the best entry mode. This model helps to reduce financial risk, capitalise on local distribution and regulation understanding, and enables IKEA to control the quality and brand of its products by contractual means (Lu, Ma and Xie, 2022).
[bookmark: _Toc216520171]3.4 Competitive Positioning (Porter’s Generic Strategies)
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Figure: Porter’s Generic Strategies;
Source: (Epede and Wang, 2022).
The hybrid cost-leadership and differentiation strategy provides the global competitive advantage to IKEA. This ambivalent positioning is also appropriate in South Africa and may be very effective (Dixit, 2024).
At the cost leadership front, the supply-chain efficiencies of IKEA across different nations, flat-pack logistics, and economies of scale allow competitive prices, which are essential in a market where most consumers are price-sensitive (Acar, 2024). IKEA needs to change slowly to local sourcing and production in order to retain the cost leadership due to import pricing and the possible exchange rate fluctuations (Epede and Wang, 2022).
On the differentiation front, IKEA has modern Scandinavian design, product variety, international product-quality criteria, and an in-store/online omnichannel experience. Local rivals (e.g., local furniture chains, small carpenters, discount retailers) tend to be less big, less consistent in design, or less sustainable than IKEA is (Dixit, 2024). Through focusing on low-cost design-based furniture that is eco-friendly (e.g., certified wood use, recycled materials, take-back, or recycling programmes), IKEA can establish itself as a value-focused but design-conscious, responsible brand - one that competitors in South Africa can hardly match (Lu, Ma and Xie, 2022).
Therefore, IKEA needs to pursue the positioning of affordable, design-driven, and sustainability-focused furniture with urban households, focusing on the urban middle class and aspirational groups, and maintain its hybrid approach (Dixit, 2024).
[bookmark: _Toc216520172]3.5 Strategic Fit and Capability Assessment (VRIO Framework)
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Figure: VRIO Framework;
Source: (Epede and Wang, 2022).
· Global Supply Chain & Logistics: IKEA has a developed global supply chain, which provides value (cost efficiency, consistent quality), and which is not common among its local competitors, difficult to replicate, and embedded in the organisation - a sustained competitive advantage (Ken Research, 2025).
· Brand Equity: The internationally recognized brand that IKEA has has immediate credibility, it is a unique brand in the South African market, and is highly difficult to imitate, supported by IKEA corporate structure, which is another sustained competitive advantage (Epede and Wang, 2022).
· Design Innovation & Product Range: The design philosophy of IKEA (functional, minimalist, space-efficient) fits the urban South Africans requirements in housing and lifestyle (Arianpoor and Moghaddampoor, 2024). Design can be duplicated but the package of design, global sourcing and cost efficiency is hard to imitate this provides IKEA with a short-term to long-term competitive advantage, should it be thinking about adapting appropriately.
· Sustainability and Circular-Economy Practices: Due to the increasing environmental awareness and regulatory incentive across most markets, the well-developed sustainability systems of IKEA are both assets and scarce in the area. Their introduction in South Africa would help the company become a market leader in the sustainable furniture retailing industry, which will have a sustainable competitive advantage (Epede and Wang, 2022).
[bookmark: _Toc216520173]3.6 Strategy Implementation Components
In order to implement this strategy, IKEA needs to enter South Africa based on the following integrated components of implementation (Rêgo et al., 2022).
1. Localisation of Product Range: This involves carrying out market research on the typical apartment and house setups in major metros. Design or modify product lines to local living space, climate, and local cultural preferences (Nygaard, 2024).
2. Pricing Strategy: Global supply-chain efficiencies and local sourcing make the prices affordable. IKEA should launch a low-end product segment that is focused on price-sensitive shoppers, and continue to have a premium-economy segment to serve aspirational customers (Uzozie et al., 2022).
3. Omnichannel Distribution: IKEA should build a flagship store in a large city (e.g., Johannesburg or Cape Town) in order to offer the showroom experience. At the same time, they should develop online order, click-and-collect services and home delivery facilities and infrastructure to target consumers in both cities and suburbs (Jose, 2025).
4. Local Supplier and Logistics Partnership: IKEA should collaborate with local wood suppliers, textile manufacturers, logistics companies and warehousing services to lessen dependency on imports, decrease lead times and assist in job creation and development of the local economy (Rêgo et al., 2022).
These elements add to bring the global strength of IKEA to the local market reality, developing a customized and scalable entry (Jose, 2025). 
3.7 Risk Analysis and Mitigation
Expansion to South Africa carries material risks - but all of these can be addressed through proactive strategies.
Currency Volatility: Weakening of South African rand may increase the price of imported products dramatically. The mitigation measures that IKEA can implement include: hastening sourcing and manufacturing of materials and products locally, and being flexible in pricing or hedging where feasible (Lu, Ma and Xie, 2022).
Regulatory and Compliance Risk: According to Faku (2022), the South African import regulations, duty, and environmental legislations might be costly or slow the entry. The local franchise/JV partner is used to overcome regulatory frameworks, custom procedures, and compliance requirements. 
Risk of Cultural and Product Fit: Global designs may not appeal to local preferences and lifestyles. The mitigation of this risk can be facilitated by local market research, focus groups of South African consumers and designing, selecting materials, and marketing of its products in accordance with the local cultural and lifestyle values (Zuliarni et al., 2023).
[bookmark: _Toc216520174]Section 4: Performance Evaluation Framework
[bookmark: _Toc216520175]4.1 Balanced Scorecard Framework
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Figure: Balanced Scoreboard;
Source: (Karmeni, Beldi, and Saadi, 2025).
Financial perspective
The main financial KPI would be Return on Investment (ROI), which will be calculated on the basis of the annual rate and compared to the target payback period within 46 years in the flagship store, distribution investments (Chehimi and Naro, 2024). Since IKEA has an FY24 retail sale of 45.1 billion euros and as the company is presently focused on the strategic priority of low prices and volume expansion, ROI targets must consider a preliminary phase of investment to create brand awareness (IKEA, 2024). The second key indicator is the cost-to-income ratio, which will reflect operational efficiency: a target of less than 35% in full-fledged operations is aggressive but achievable in a 35-year timeframe in case local sourcing and logistics optimisation occur. IKEA ought to also keep track of gross margin by product category, where it should initially concentrate on high volume products like storage and beds; thus, monitoring of the margin should also be conducted at first (IKEA, 2024). 
Customer perspective
Considering the focus on customer experience, IKEA can monitor Net Promoter Score (NPS) and Customer Satisfaction (CSAT) every month with the goal of achieving an NPS of over 30 in the second year of operation as the brand gains recognition (Karmeni, Beldi, and Saadi, 2025). The KPIs of delivery should consist of average delivery lead time (target 5 days in major metros and below), and on-time delivery rate (target >95 percent). Besides, the indicators of digital adoption, such as percentage of sales online and utilisation of click-and-collect, must be monitored since IKEA reported 26% of the global sales online in FY24, which suggests that omnichannel is significant to the success (IKEA, 2024).
Internal process perspective
Supply-chain resilience and localisation should be the priorities of operational KPIs. Monitor supply-chain cycle time (order to customer) and local sourcing percentage with a goal of achieving 3040 length to local procurement in 3 years to minimise rand-exposure and import expenses (Hamied and Elbagoury, 2025). The working capital will also have to be under control by measuring warehouse productivity (orders processed per labour hour) and inventory turnover (target >6 turns p.a. of fast-moving categories) (Karmeni, Beldi and Saadi, 2025).
Learning & growth perspective
The KPIs related to human capital and innovation should encompass the hours of training per the FTE of employees (should be more than 40 hours/year in the first year and then more than 6–12 new or modified SKUs offered each year) (Hamied and Elbagoury, 2025). Critical measures that will aid in retention will be the scores of employee engagement and local management development in an environment with competitive hiring pressures in the retail sector (Kot, 2023).
[bookmark: _Toc216520176]4.2 Triple Bottom Line (TBL) Integration
Environmental (Planet)
KPIs will consist of the percentage of materials used being recycled or renewable, store energy intensity (kWh/m 2), and the waste diversion rate (targeting a higher than 70% diverted out of landfill at IKEA stores within five years) (Nygaard, 2024). The circular commitment will be shown by implementing product take-back pilots and measuring the CO2 e per order delivery, meeting the increasing demands of the national waste-management expectations (Barthélemy, 2022).
Social (People)
The KPIs on social level must be the creation of local jobs (quantified in the number of jobs created, the target is more than 600 direct jobs in the first flagship and distribution centre), the proportion of local management jobs offered to South Africans (the target is more than 80%), the results of the supplier development (quantified in the number of SMMEs integrated into the supply chain) (Jose, 2025). Since the level of unemployment in South Africa is quite high (at the last several quarters it stood at over 30 percent), direct job creation and hours spent on skills training will be the key point of licence to operate and local buy-in (Kopano Gumbi, 2025).
Economic (prosperity)
Economic KPIs are to comprise local procurement spend (target R>1 billion cumulative local procurement within three years as sourcing increases), tax and fiscal contribution, and GDP contribution proxies (e.g., value added by IKEA activity and suppliers). These metrics will testify to the fact that IKEA has a greater impact on the South African retailing industry and supplier training (Barthélemy, 2022).
[bookmark: _Toc216520177]4.3 Monitoring and Governance Mechanisms 
Good governance should be able to convert KPIs into responsible decision-making. IKEA must create quarterly performance reports that would integrate a BSC and TBL dashboard, which is managed by a South Africa Market Steering Committee consisting of the local country leadership and Ingka/Inter IKEA governance team representatives. In the initial two years, a Risk Review Board should have monthly meetings that oversee currency exposure, supply-chain disruption, and regulatory changes (de Melo and Solleder, 2025). Semi-annual supplier compliance audits and annual independent sustainability reviews will keep the company in line with corporate standards as well as the local regulations (Epede and Wang, 2022).
[bookmark: _Toc216520178]Conclusion
The decision to expand IKEA to South Africa is strategically attractive: the company has the potential to capitalize on the increased urban demand because of its global presence and omnichannel opportunities, as shown by the high rates of retail sales growth in the sub-categories of the furniture segment and the increase in the use of digital platforms. Through monitoring financial ROI, customer experience, localisation of its operations and TBL metrics and application of strict governance, IKEA can be able to pursue profitable growth and generate social and environmental benefit at the same time. Through localisation (targeted), a sensible franchise/JV entry, and a cautious approach to KPIs (e.g., 30-40 percent local sourcing in three years; >26 percent online sales contribution), IKEA can develop a sustainable competitive advantage in South Africa.
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