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Executive Summary
This report checks IKEA proposed move into Kenya, where the company had basically no serious, formal day to day operating presence as of 1 June 2026, at the cutoff date. Inter IKEA said it ran 63 retail markets across 13 franchisee groups in FY25, but Kenya was not part of that picture so in practice project based International Sales create only some limited, indirect accessibility rather than a true, formal entry (Inter IKEA Group, 2025a; IKEA, 2026a). IKEA gets classed as a global transnational hybrid, meaning the brand, the product assortment, and the supply setup stay centrally integrated, while franchisees still handle bounded local tuning. Kenya meanwhile brings a Nairobi centered demand base, economic steadiness, mobile enabled shopping, plus regional access, but these upsides get toned down by uneven purchasing strength, fiscal uncertainty import duties and VAT, currency exposure, and the heavy goods logistics that are harder to move. Dunning OLI framework tends to back a staged and tightly supervised exclusive franchise, starting with e commerce then moving into a plan and order studio plus collection points. A medium format store should come afterward, only once delivered price affordability is confirmed, service performance is stable, and repeat demand shows up.















1. Introduction and Case Validity
International market entry needs more than just seeing national growth, kind of like, you can’t stop there. The firm has to work out if its ownership advantages stay useful abroad, if the host place actually delivers net commercial gains, and also if control should be kept in-house or shared with someone else. This becomes especially critical for IKEA because its low-price proposition is not random, it relies on coordinated design, flat-pack logistics, scale purchasing and routine standardisation. So tariffs, freight, service costs, or an adaptation that ends up mismatching local demand can easily turn a country that looks appealing at first into something incompatible with IKEA’s mass-market set-up.
The case fits the brief because Inter IKEA’s FY25 disclosure names 63 retail markets but does not include Kenya, while New Zealand, Panama, and Costa Rica were pointed out elsewhere as opening or announced markets (Inter IKEA Group, 2025a). Also, IKEA’s International Sales unit can provide bulk projects to countries even without stores, so a limited, sporadic Kenyan availability cannot be treated as a subsidiary, a factory, a franchise, or an established retail network (IKEA, 2023; 2026a). The analytical question is therefore whether IKEA should convert occasional cross-border supply into a scalable, locally legitimate market presence, and not just a one-off distribution arrangement that stays kind of hanging.
	[image: ]
	[image: ]


Figure 1. IKEA’s established large-format retail model and Nairobi as the proposed gateway market.
Sources: Montgomery County Planning Commission (2012), CC BY-SA 2.0; Lmwangi (2008), CC BY-SA 3.0, via Wikimedia Commons.
2. Organisational Classification and Global Strategy
2.1 Bartlett and Ghoshal classification
Bartlett and Ghoshal’s (1989) framework kind of separates strategies based on how much they push for global togetherness, versus local acting. IKEA is probably best read as a global transnational hybrid, but leaning more toward integration than people might expect. It’s not just international, because the capabilities live inside one coordinated worldwide set of routines; and it’s not really multidomestic either because the franchisees cannot tweak the core idea. A purely global label also feels too small, since local formats, services, market know how, and even day to day communication matter. For Kenya, that classification implies the main IKEA concept has to stay centrally steered, while things like customer access, payment, delivery, assembly and even room presentation get localised. So the strategic issue is basically where localisation brings real value, without eroding scale advantages or breaking brand consistency.
Integration is anchored in Inter IKEA Systems B.V.’s control over the concept and franchise set up, IKEA of Sweden’s role in range development, IKEA Supply’s sourcing coordination, plus the shared marketing architecture. Roughly 90 per cent of the range is sourced through external suppliers, and franchisees then rely on shared methods and pay 3 per cent of net sales for the trademarks, range and operating system (Inter IKEA Group, 2025a; IKEA, 2026b). These arrangements do build scale, and keep things consistent, but they also demand strict controls in Kenya around quality, brand, and data governance.
Responsiveness comes through franchisees that actually run local businesses. They bring market insight, and they can choose among store sizes , smaller formats, plan and order points, collection sites, and digital channels. In FY25 IKEA opened 66 new sales locations, and online sales made up 28 per cent of turnover (Inter IKEA Group, 2025a). In other words local discretion is mainly about access, fulfilment, payment, services and presentation, while it stays fenced in by concept rules and system standards.
This hybrid model creates some agency and capability risks. A franchisee may contribute capital and local knowledge, but they might also chase short term returns, instead of affordability goals, sustainability, or even long run learning within the system. And since furniture retail relies on tacit routines in planning, delivery, quality, and after sales support, formal contracts by themselves are not enough. A Kenyan partner would likely need real logistics capacity, digital competence , financial discipline, shared data processes, training, and verifiable compliance, not just operate like a passive licence holder.
Table 1. Strategic classification of IKEA and implications for Kenya. Source: Author synthesis.
	Strategic dimension
	Observed IKEA configuration
	Critical implication for Kenya

	Global integration
	Central ownership of the concept, brand, range development, communication and supply coordination; common franchise methods and a 3% franchise fee.
	The Kenyan operation can access proven intellectual property and global scale, but it must preserve concept and quality controls.

	Local responsiveness
	Franchisees adapt channels, room displays, communications and services and feed consumer insights into the system.
	A Kenyan partner and local life-at-home research are necessary to adapt access, payments, delivery and product presentation.

	Worldwide learning
	Consumer knowledge and operating experience circulate between franchisor, franchisees and suppliers.
	Kenya should be treated as a learning platform for East Africa rather than a simple copy of a European store.

	Strategic tension
	Standardisation lowers cost, while localisation adds relevance and operating expense.
	Entry is viable only when localisation improves demand enough to justify its cost without destroying affordability.



2.2 Global configuration and value creation
IKEA’s global configuration kind of builds scale, specialised capabilities and repeated learning over time. In FY25, the retail network reached 63 markets, 13 franchisee groups and more than 800 customer meeting points, but the concept, range and supply functions stayed internationally distributed, even if they are coordinated (Inter IKEA Group, 2025a). That separation lets manufacturing, sourcing and retail activity sit more efficiently, it diversifies demand and it also enables different entry formats, instead of asking every market to start from a big destination store right away.
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Figure 2. IKEA global retail sales, FY23-FY25.
Source: Author’s chart based on Inter IKEA Group (2025a).
Figure 2 shows sales declining from EUR47.6 billion in FY23 to EUR44.6 billion in FY25, while FY25 quantities increased by 2.6 per cent, and stores received 915 million visits after price reductions (Inter IKEA Group, 2025a). So the drop seems less like demand collapse and more like an affordability strategy. For Kenya, the implication is that IKEA has the scale to fund market development but must keep tariffs and fulfilment costs from turning a mass-market idea into something closer to premium imports.
Globally, the network lowers factory, and design costs but it also raises exposure to freight, exchange rates, customs and disruption, kind of a trade off. Centralised product development helps coherence, still it can respond slowly to different room sizes , cooking routines or even service expectations. So Kenya needs selective local value add, a tighter early range and smaller formats that preserve global cost discipline while still creating local learning opportunities, over time.
3. Macro-Environmental Appraisal and Market Attractiveness
3.1 Political and institutional environment
Kenya does support foreign investment and it kinda works as an East African commercial and diplomatic hub, while Nairobi’s corporate services, transport links and retail infrastructure giving a decent base for a first operation. But regional chance is not an automatic scale, not really, because customs handling, consumer income and regulation differ across the neighboring states. So the first rationale should be Kenyan demand, and then later you can do regional distribution or something like that.
The main political-economic problem seems to be fiscal fragility. The World Bank reported that public-debt distress risk is high, with interest payments taking about one third of tax revenue, plus policy uncertainty and protest pressure (World Bank, 2025a). Revenue changes can swing duties, levies, fuel costs and even compliance load, while cutting spending can also reduce demand and slow infrastructure outcomes. So if IKEA makes a high sunk investment early, it would end up exposed to both market turbulence and policy volatility, at the same time, and more than one expects.
Governance quality also adds transaction risk. Kenya scored 30/100 and ranked 130 of 182 countries in Transparency International’s 2025 index (Transparency International, 2026). Now the index can’t really forecast any single act of misconduct, but it still backs up real documentation due diligence, separation of tasks, audit trails and safe reporting channels across the franchisee, customs agents, landlords, contractors, logistics providers, and suppliers.
All of this points toward a real options style approach: start by committing to research, tariff rulings, partner selection, and limited customer facing infrastructure, then expand only after regulatory steadiness and day to day operating performance get demonstrated. Political uncertainty should shape the order of moves and the governance setup rather than cause either a blanket rejection , or an irreversible entry that can’t be fixed later.
Table 2. Political and institutional issues affecting IKEA’s Kenya entry. Source: Author synthesis.
	Political issue
	Commercial effect on IKEA
	Strategic response

	Regional gateway position
	Creates option value for East African learning and later distribution but does not guarantee regional market homogeneity.
	Build Kenya as a domestic proof point first; evaluate each neighbouring market separately.

	Fiscal vulnerability
	Raises the probability of tax, duty, fuel-cost and spending-policy changes that affect demand and operating costs.
	Use scenario analysis, regulatory-change clauses and staged capital commitment.

	Policy legitimacy and disruption
	Protests and policy reversals can interrupt transport, sites and customer access.
	Maintain business-continuity procedures, inventory buffers and remote ordering capability.

	Governance and third-party integrity
	Creates customs, permitting and reputational exposure.
	Apply rigorous due diligence, transaction monitoring, audit rights and anti-bribery training.



3.2 Economic environment and demand potential
Kenya offers long-term demand potential, but national growth is not equivalent to an immediately addressable furniture market. The Kenya National Bureau of Statistics (KNBS) reported real GDP growth of 4.6 per cent in 2025 after 4.7 per cent in 2024, while the International Monetary Fund (IMF) projected 4.5 per cent for 2026 (Kenya National Bureau of Statistics, 2026; International Monetary Fund, 2026). The relevant market is Nairobi’s urban households and businesses that value modular, functional furniture and possess sufficient purchasing power.
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Figure 3. Kenya real GDP growth and 2026 IMF forecast.
Source: Author’s chart based on Kenya National Bureau of Statistics (2025; 2026) and International Monetary Fund (2026). 2026 is a forecast.
Nairobi is the logical entry location cuz it concentrates formal employment, rental housing, commercial activity , higher income households and modern retail. Kenya’s urban population was about 32 per cent in 2025 , so a nationwide launch would be kinda premature (World Bank, 2026). A Nairobi-first model cuts the delivery spans and it lets the company test household composition, storage requirements, office demand and how people feel about self assembly vs paid installation.
Landed cost is really the decisive economic wall. The East African Community tariff can hit 35 per cent for certain final goods , and imports also get hit with 16 per cent VAT plus logistics, insurance, clearance, storage and damage costs (East African Community, 2022 ; Kenya Revenue Authority, 2026a). If a factory value is set at 100, it can climb to roughly 180 before domestic delivery, and retail margins, depending on the classification and whether reliefs apply. So tariff guidance that’s binding and product level price modelling are essential before any commitment is made.
Affordability creates a strategic contradiction too: IKEA’s edge is democratic design at low price , not just the Scandinavian look as a standalone thing. If duty-loaded items turn into premium imports, then demand might end up limited to better-off consumers and that could erode the whole business model. Representative baskets, covering beds, wardrobes, sofas, dining sets, storage and desks, should be benchmarked against formal retailers and local substitutes before choosing the initial product mix.  
Kenya’s digital scale supports staged market testing. In January to March 2025, the Communications Authority noted 76.16 million SIM subscriptions, 57.18 million mobile data subscriptions, 45.36 million mobile money subscriptions , and 42.35 million smartphones. At the same time the 2025 to 2030 broadband strategy prioritises broader access (Communications Authority of Kenya, 2025 ; 2026). E-commerce plus mobile payments can shrink initial property needs, but furniture still needs planning backup, reliable dimensions, delivery scheduling, returns handling and optional assembly.
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Figure 4. Selected indicators of Kenya’s digital-market scale, January-March 2025.
Source: Author’s chart based on Communications Authority of Kenya (2025). Values are subscriptions or connected devices and can exceed the population because individuals may hold multiple subscriptions.
Mombasa port and the Nairobi-Mombasa corridor provide regional logistics access, but congestion, inland transport, final-mile complexity and reverse logistics can erode the flat-pack advantage. Entry is commercially credible only if tariff engineering, assortment design and service productivity preserve the value proposition. Kenya is therefore a focused Nairobi opportunity with a longer-term regional option, not an immediate national-scale market.
Table 3. Selected Kenyan market indicators and strategic implications. Source: Author synthesis.
	Indicator
	Evidence available by the cutoff
	Strategic meaning

	Real GDP growth
	4.6% in 2025; IMF forecast of 4.5% in 2026.
	Supports a resilient demand environment but does not prove affordability.

	Urban population share
	Approximately 32% in 2025.
	Supports a Nairobi-first approach and cautions against rapid nationwide rollout.

	Digital access
	76.16m SIMs, 57.18m mobile-data subscriptions, 45.36m mobile-money subscriptions and 42.35m smartphones in Jan-Mar 2025.
	Enables digital demand testing, mobile payment and omnichannel access.

	Import taxation
	EAC tariff structure reaches 35%; general VAT rate is 16%.
	Creates the principal threat to IKEA’s low-price positioning and makes tariff classification and local value addition critical.

	Fiscal conditions
	Debt at high risk of distress and interest absorbing about one-third of tax revenue.
	Increases tax-policy, credit-cost and consumer-demand uncertainty.



3.3 Legal and regulatory environment
Kenya does allow a formal foreign business presence, but it comes with that layered type of compliance, you know, step by step. The Companies Act basically handles the incorporation side and also the foreign-company registration. In practice resident companies are usually taxed at 30 per cent while non-residents sit at 37.5 per cent, and then taxable goods plus services generally end up with 16 per cent VAT. (Kenya Law, 2015; Kenya Revenue Authority, 2026a; 2026b). So corporate setup, tax structuring, transfer pricing, franchise fees, customs dealings, and the repatriation of profits all need to be designed in a clear transparent way, there’s not really room for guesswork there.
Product compliance becomes a big deal since furniture, lighting, textiles, and kitchenware will likely cut across various tariff lines as well as different safety categories. KEBS runs tests on furniture and related items and it oversees conformity obligations, (Kenya Bureau of Standards, 2026). That means IKEA would need standards mapping product by product, pre-export verification, label that is actually compliant, and specialist customs know how. If that goes wrong, delays start stacking, costs rise, and reputational harm follows pretty fast.
Then there are the Competition Act and the Consumer Protection Act, which shape pricing, warranties, advertising, and even the franchise relationship itself (Kenya Law, 2010; 2012). Promotional pricing, sustainability claims, guarantees, and delivery commitments, all must be backed up with substance. Also, clear disclosure matters a lot, because a low shelf or ad price can mislead shoppers when compulsory delivery or assembly fees are left out, even if those fees are only revealed later.
On the digital side, a local platform would handle things like identity, address, payments, browsing behaviour, and planning data. The Data Protection Act 2019, along with later regulations, expects lawful processing, strong governance, and registration where it applies (Kenya Law, 2019; 2021a; 2021b). Responsibilities between Inter IKEA, the franchisee, payment providers and delivery partners should be written in contracts in a very specific manner, covering security, data retention, consent handling, and incident response procedures.
Overall Kenya doesn’t show a single outright blocking legal barrier, but compliance is still operationally intense. Customs handling, standards checking, consumer protection, privacy expectations, and franchise governance all tend to work better with a controlled partnership model, with audit rights and information access. And using a staged market entry can reduce exposure at first, until regulatory performance and actual demand prove themselves, then you expand with more confidence.
3.4 Cultural and consumer-market environment
Cultural analysis should not really reduce Kenya to national scores, you know. Hofstede’s dimensions and Hall’s context framework can make managers more alert to hierarchy, relationships, uncertainty and communication, but they cannot replace direct market evidence (Hall, 1976; Hofstede, Hofstede and Minkov, 2010). For IKEA, the point is to look into how households actually use space, how they manage money for purchases, how they organise delivery and assembly, and also how much trust people feel about online furniture. So for IKEA’s Kenya decision these models support local consumer research, not a simple transplant of European assumptions, even if it seems “close enough”. Culture should be treated like an operational design variable that shapes service, communication and room solutions not as some deterministic reason to enter or avoid the market.
In Nairobi and in general, urban apartments, rental mobility and small businesses create a kind of opening for modular storage, compact furniture, and even portable flat-pack products. Mobile money can lower payment friction, and that matters. Still, European room sets may end up underrepresenting extended-family hosting, the use of domestic help, dust, ventilation, security concerns, plus expectations around durable , or repairable materials. There’s also the reality that customers may want delivery and assembly as one integrated offer, rather than quietly accepting that labour gets “handed over” implicitly to them.
Adaptation should focus more on use situations than on symbolic localisation. That means Nairobi home visits, landlord and developer interviews, small-business research, and prototype room testing should feed into the choices for dimensions, storage solutions, product content, payment methods, delivery, assembly, and spare-parts support. Using English and Swahili for communication can help access, yes, but operational credibility depends on showing in practice how the products work inside Kenyan homes, not just on claims from brochures or templates.
Table 4. Consumer-market fit and adaptation priorities for IKEA in Kenya. Source: Author synthesis.
	Consumer issue
	Potential fit
	Risk of mismatch
	Required evidence or adaptation

	Compact urban living
	Modular storage and multifunctional products can solve space constraints.
	Standard room sets may not reflect local household composition or hosting.
	Conduct Nairobi home visits and test locally realistic room sets.

	Price and payment
	Transparent entry prices and mobile payment can attract value-conscious buyers.
	Tariff-loaded prices may position IKEA as an affluent import brand.
	Benchmark representative baskets and provide transparent total delivered cost.

	Self-service and assembly
	Flat-pack products support transport and customer flexibility.
	Customers may expect integrated delivery, assembly and problem resolution.
	Offer optional paid assembly, clear instructions, spare parts and service guarantees.

	Trust in online furniture
	Digital reach supports discovery and planning.
	Material, colour, size and delivery uncertainty may reduce conversion.
	Use a physical planning studio, samples, accurate visualisation and simple returns.



3.5 Market-attractiveness synthesis
Kenya is moderately, not unambiguously, attractive. Nairobi’s demand concentration, economic resilience, mobile commerce and gateway role support entry, while import taxation, freight, working capital, fiscal uncertainty and service complexity threaten affordability. These factors interact: digital entry reduces property exposure but not delivery cost; local assembly may reduce freight yet requires scale; and a franchisee adds knowledge while creating control risk.
The decision rule is whether IKEA can preserve an affordable, reliable and accessible furnishing system. Entry should proceed only if a tested assortment achieves viable delivered prices, a partner meets IKEA governance standards and logistics trials deliver acceptable damage, return and on-time performance. Market size alone is insufficient. Kenya is attractive, but IKEA should enter gradually because tariffs, affordability and logistics create significant risks.
4. Dunning’s Eclectic Paradigm and Strategic Synthesis
Dunning’s eclectic paradigm kind of stitches together ownership, location and internalisation advantages (Dunning, 1988; 2001) . Used this way, it pushes you to ask why IKEA is competitively qualified, why Kenya actually creates net value and, then, why the whole setup should be run through a specific governance form. You can’t really treat these parts separately, because tariffs might erode ownership value and a franchise could make local know-how usable without surrendering control over the concept. For the Kenya case, OLI therefore suggests that strong ownership advantages aren’t enough by themselves: location economics must be favourable as well, plus governance has to work in practice. If tariffs wreck affordability , or if effective control cannot be kept via a capable partner then entry should be postponed rather than being sold purely as a “brand-strength” story.
IKEA’s ownership advantages include a well known brand, democratic design, a coordinated product architecture, flat-pack logistics, global sourcing, large-scale purchasing, planning routines and an established franchise system. These kinds of system assets are more defensible than one-off product designs. Still, they only translate into value in Kenya if duty freight and service costs don’t eat up the low-price architecture; brand awareness can’t keep covering the gap forever when delivered prices turn unaffordable.
Kenya’s location advantages cluster around Nairobi: demand density, modern retail infrastructure , corporate shoppers, service capabilities and digital connectivity. There’s also support from Mombasa logistics and wider access across East Africa. But tariff exposure, uneven purchasing power, fiscal volatility and final-mile complexity reduce those benefits. So Kenya looks suitable as a staged learning platform, not as proof that immediate full-scale replication is warranted.
Finally, IKEA needs to internalise or tightly govern trademarks, product standards, digital assets, sustainability claims and the customer experience itself. If that governance fails global reputation gets hurt, fast. A fully owned unit would maximize control, but it would also absorb political, logistics and market-learning risks inside IKEA. A governed franchise lands somewhere in the middle: the franchisor keeps the concept and quality in line via contracts, audits, data sharing and training, while the local partner brings capital , relationships and operating knowledge.
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Figure 5. Integrated OLI logic for IKEA’s proposed entry into Kenya.
Source: Author-developed figure informed by Dunning (1988; 2001) and the evidence analysed in this report.
OLI is comparatively static and gives limited guidance on timing or learning under uncertainty. Transaction-cost reasoning suggests greater control when assets are specialised and uncertainty is high, while institutional and cultural conditions can alter entry-mode performance (Anderson and Gatignon, 1986; Brouthers, 2002). These limitations support staged franchising with explicit performance gates rather than a once-and-for-all commitment. For IKEA, this means treating Kenya as reversible learning: each stage should generate evidence before additional capital and organisational commitment are authorised.
5. Entry Mode Strategy and Strategic Synthesis
5.1 Historical entry pattern
IKEA’s main entry approach is mostly franchising, even though the formats and ownership set-ups can change, a bit, depending. In practice Inter IKEA Systems B.V. gives franchisees territorial permissions , so they can run stores and other channels under the IKEA Concept; Ingka Group is the biggest franchise holder. Lately the growth has leaned on a mix of full-size and smaller store layouts, planning hubs, pick-up points and also online channels, which kind of signals that physical presence and digital access work together, not against each other (Inter IKEA Group, 2025a).
The same theme shows up again in the newer expansion steps: Panama and Costa Rica were allocated via Sarton Group, while New Zealand opened through an already running franchise organization in December 2025. International Sales acts like a low-commitment starting option in places that do not yet have stores, but it still does not deliver the proper customer experience needed for home retail in the usual sense (IKEA, 2023; 2026a). And then sometimes IKEA also acquires franchise operations , which suggests that ownership can be increased later, when tighter control or cumulative learning becomes worthwhile.
Table 5. IKEA’s historical entry modes and relevance to Kenya. Source: Author synthesis.
	Mode used by IKEA
	Strategic role
	Kenyan relevance

	International Sales and project exports
	Supplies bulk orders to countries without formal stores and tests demand with low commitment.
	Useful for institutional orders and early learning but inadequate for scalable household retail.

	Exclusive territorial franchise
	Combines local capital and market knowledge with global concept, range and governance.
	Best structural fit if partner capability and control mechanisms are strong.

	Multiple retail formats
	Uses full-size stores, small stores, plan-and-order points, e-commerce and collection locations.
	Allows a Nairobi entry without the cost and rigidity of a conventional destination store.

	Wholly owned or acquired retail operations
	Used selectively when greater control or strategic learning is valuable.
	Possible later-stage option, but excessive before Kenyan economics are proven.



5.2 Comparison of feasible entry modes
Export-only offers low commitment and it can test demand, but it somehow won’t work as IKEA’s main household-retail way , because duties and freight stay high while control over planning delivery returns and even assembly is pretty weak. Licensing needs little capital, sure, yet it keeps the IKEA name but separates it from the everyday operating routines that guard quality and customer experience, which then nudges up brand, and agency risk. A joint venture helps with local know-how and risk sharing , but shared ownership can make decisions slower and can spark disagreements around sourcing pricing reinvestment and concept standards, plus it isn’t really needed when IKEA’s franchise model already mixes local initiative with franchisor control. A wholly owned greenfield subsidiary gives maximum authority, but it piles political, tariff, logistics, and demand risk onto IKEA, and it also asks for high sunk spending before Kenyan economics are even proven (Anderson and Gatignon, 1986; Brouthers, 2002).
Because of that, staged exclusive franchising is the best strategic match. It follows IKEA’s long-running international pattern, brings in a partner’s capital, connections and operational experience , and it still lets Inter IKEA keep control over trademarks, assortment, standards, data and the overall concept governance (Inter IKEA Group, 2025a; IKEA, 2026b). Staging matters, since e-commerce, a plan-and-order studio, and collection points can check affordability and service quality first, before a medium-format store gets approved. This mode isn’t riskless though, so partner dependency should be boxed in through milestones, audits and data rights, approved sourcing, training, service and sustainability standards, cure periods , termination rights, and where possible step-in or acquisition options.
Table 6. Weighted comparison of feasible entry modes for Kenya. Source: Author synthesis.
	Criterion (weight)
	Export-only
	Licensing
	Joint venture
	Staged exclusive franchise
	Wholly owned greenfield

	Brand and experience control (20%)
	2
	1
	4
	4
	5

	Capital exposure (15%)
	5
	5
	3
	4
	1

	Local knowledge (15%)
	2
	3
	5
	5
	2

	Speed and flexibility (15%)
	4
	4
	3
	4
	1

	Tariff/localisation potential (15%)
	1
	2
	4
	4
	4

	Customer-experience capability (10%)
	1
	2
	4
	4
	5

	Political and operational risk sharing (10%)
	4
	4
	4
	5
	1

	Indicative weighted score /5
	2.25
	2.35
	3.55
	4.25
	2.90



The weighted scores are judgemental rather than empirical. They make assumptions transparent and allow sensitivity testing when control, capital, localisation or risk receives a different priority. Under the stated criteria, staged franchising provides the most balanced response to Kenya’s opportunity and uncertainty.
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Figure 6. Indicative weighted entry-mode assessment for IKEA in Kenya.
Source: Author-developed assessment based on the evidence in this report. Scores are judgemental and should be sensitivity-tested.
5.3 Recommended entry design and implementation
The recommended strategy is conditional , and staged. Gate 0 should test Nairobi demand, representative product baskets, binding customs classifications, freight and delivery lanes, site options, and the franchisee’s financial, integrity and operational capability , sort of. Entry should stop if the core assortment can’t hit viable delivered prices or the partner cannot show governance, logistics and digital competence in a practical way.
Phase 1 should blend a narrow local e-commerce range with a Nairobi plan-and-order studio, plus collection points , customer care, delivery and optional assembly. High-demand , space-saving and high value density products should be prioritised. At least two seasonal cycles should be used to measure conversion, basket size, planning demand, damage, returns, delivery reliability, complaints and tariff adjusted margin before any big property commitment , honestly.
Phase 2 should open a medium-format Nairobi store only after repeat demand and viable unit economics are demonstrated. Room inspiration, planning and services should be put forward, supported by central warehousing and collection , because that helps. Phase 3 should consider selective Kenyan or EAC sourcing or assembly only where suppliers meet IKEA’s cost, quality, sustainability and volume requirements, thereby reducing freight exposure and improving repair capability without symbolic localisation , at all.
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Figure 7. Proposed staged market-entry pathway.
Source: Author-developed implementation model based on real-options logic and IKEA’s multi-format expansion practices.
Table 7. Staged entry plan and progression evidence. Source: Author synthesis.
	Stage
	Principal action
	Evidence required before progression

	Gate 0
	Validate demand, product-basket pricing, tariff treatment, logistics and partner integrity.
	A viable delivered-price architecture, compliant product plan and partner that passes financial and integrity due diligence.

	Phase 1
	Launch local e-commerce, a plan-and-order studio, collection points, delivery and optional assembly.
	Acceptable conversion, gross margin, on-time delivery, damage, return, complaint and repeat-purchase performance.

	Phase 2
	Open a medium-format Nairobi store integrated with central fulfilment.
	Stable demand beyond early adopters, adequate inventory turns and sustainable customer-acquisition economics.

	Phase 3
	Build selective local/EAC sourcing or assembly and evaluate regional replication.
	Suppliers meet IKEA cost, quality, sustainability and scale requirements; regional economics are independently verified.



5.4 Risk controls and performance governance
The main commercial risk is this unaffordable landed cost, shown by weak conversion, a weird price gap vs alternatives, or margin that kind of depends on premium items. Controls cover binding tariff classifications, a value engineered assortment, more frequent pricing checks and selective local or EAC value addition. Service failure is also very material: damage, delay, and returns that are difficult to do need tested lanes, packaging trials, service-level agreements and clear, transparent data. Then partner, integrity, privacy and sustainability risks need milestones, audit rights and shared systems, kind of all at once.
A balanced stage gate dashboard should split what is just curiosity from repeat purchase and also watch delivered basket affordability, conversion, tariff adjusted margin, inventory turns, fulfilment cost, on time in full performance, damage levels, return rates, stock availability and compliance incidents. Advancement should be denied where volume growth hides weak margin unreliable service or still unresolved governance failures.
Table 8. Principal entry risks, early indicators and controls. Source: Author synthesis.
	Risk
	Early warning indicator
	Primary control

	Unaffordable landed cost
	Low conversion, weak entry-price sales or margin erosion after currency/duty changes.
	Binding tariff classification, narrow value-engineered assortment, sensitivity analysis and local/EAC value addition.

	Partner underperformance
	Delayed investment, audit failures, service inconsistency or unauthorised sourcing.
	Milestone-based rights, training, shared data, audit access, cure and termination provisions.

	Logistics failure
	Damage, missed delivery windows, high returns or complaints.
	Pilot lanes, packaging tests, service-level agreements, collection points and spare-parts capability.

	Regulatory or integrity breach
	Unusual payments, customs exceptions, privacy complaint or product non-conformity.
	Third-party due diligence, segregation of duties, compliance monitoring and incident response.

	Consumer mismatch
	Low basket size, high abandonment or weak repeat purchase.
	Home visits, prototype room sets, service adaptation and iterative assortment management.



6. Conclusion and Final Recommendation
IKEA possesses transferable ownership advantages and a global configuration capable of supporting entry, but Kenya is unsuitable for immediate replication of a conventional full-size imported-furniture store. Nairobi’s concentrated demand, economic resilience, mobile commerce and gateway role support a measured opportunity; unequal purchasing power, fiscal uncertainty, tariffs, currency exposure and bulky-goods fulfilment weaken it. The decisive question is whether IKEA can preserve its affordable and reliable proposition under Kenyan delivered-cost conditions.
A staged exclusive franchise is recommended. Begin with tariff and demand validation, then e-commerce, a plan-and-order studio, collection points and optional assembly. Authorise a medium-format store only when delivered prices, margins, fulfilment and customer metrics meet thresholds. Otherwise, retain project-based International Sales.
Section 2. Reflective Account Using Gibbs’ Reflective Cycle
Description
Using Gibbs’ (1988) reflective cycle i began by kinda reading the assignment as an evidence problem, not like a broad discussion about international expansion. The first hurdle was to pick a multinational corporation and a country where it had no real, meaningful operational presence at the required cutoff. I first thought about IKEA and Kenya, mainly because the firm’s global model is pretty well documented , and Kenya feels strategically interesting with growth , urban concentration , and regional access. Then i tested whether that case actually held up, using official market lists, financial statements , entry announcements, and also the International Sales pages. By the end of that, it seemed Kenya was not a formal IKEA franchise market, but i could not fully say “no IKEA activity at all” because project based international deliveries exist, so the picture is a bit messy.
After that i put together a source hierarchy, basically ranking company reports first, then legislation, regulators, government statistics , multilateral organisations, and then academic work. I also organized the evidence using Bartlett and Ghoshal, and then the political economic legal cultural environment. On top of that, I applied Dunning’s OLI paradigm and used entry mode comparisons to connect the argument.
Feelings and Initial Assumptions  
At the start, I honestly expected the analysis to land on an entry outcome pretty smoothly, since IKEA is globally recognised, and Kenya has a large population plus a strong digital reputation. I also figured that e-commerce would reduce the whole need for expensive physical infrastructure, kind of like less friction overall. But as the research went on i became less sure about that. The evidence suggested that population size is a weak stand-in for addressable furniture demand, and that online sales do not magically remove the costs of delivery, returns, and assembly. I was also caught off guard by how much import classification matters. If there is a tariff up to 35 per cent on final goods , plus VAT and domestic logistics, then IKEA might shift from being an accessible retailer into something closer to a premium import brand. That created a weird tension for me, because the market looked attractive at macro level but the product economics looked uncertain.
Evaluation  
The strongest part of the process was using primary sources. Inter IKEA’s FY25 report gave fairly direct evidence on markets, sales, franchise groups, formats, and the supply system. KNBS, the IMF, and the World Bank helped me separate real growth from forecasts, while Kenyan laws and regulator pages clarified tax, data issues, and consumer obligations. The hardest element was trying to prove the absence of significant formal IKEA presence, because general search results also showed third party sellers distributing imported IKEA products. What i learned is that an absence claim can’t just rely on one source , it needs a precise definition and triangulation across official market lists, corporate disclosures , and evidence of indirect sales. Also since no reliable public estimate of Kenya’s formal furniture market was available, I treated “demand” as a hypothesis instead , something that would need basket testing and later primary research.
Analysis
The main learning kind of showed up when the theory shifted and suddenly the evidence interpretation was not the same anymore. Like, Bartlett and Ghoshal’s framework stopped me from just saying IKEA is a normal standardised global company , because the franchise system also drags in local know-how and then adjusts the way channels are run. Then OLI basically stitched the firm, country and governance choices together in one thread. IKEA’s brand, assortment, and supply system created some real ownership leverage, but Kenya’s location benefits felt smaller once tariffs got involved, and affordability constraints showed up as a limit. The internalisation part made it pretty clear that “just licensing” would cost too much control , while going full owned entry would soak up too much risk before the local knowledge was actually there. So transaction-cost reasoning , plus real-options logic, pushed me toward a tightly governed franchise and a staged commitment approach, not some instant big leap. I also learned that theory is only useful when it actually changes what you decide, here the frameworks moved my conclusion from a simple yes/no entry to a conditional entry idea, with evidence gates
Conclusion  
I concluded that any credible international-business analysis has to separate how attractive a country is from whether an entry model is viable. Kenya can still be promising , but importing the full-size furniture model in that exact form remains off, at least on the evidence I had. I also learned that conflicting evidence shouldn’t be brushed away or removed just to make things neat. The core tension was between digital opportunity and the physical fulfilment, or between global scale and tariff exposure, and that shaped the recommendation the most. The final call ended up being conditional rather than absolute: IKEA should enter only when the delivered price setup, partner capability and the service model are proven. That conditional style is more defensible, because international decisions are usually made with incomplete data , not a perfect dataset
Action Plan  
Next time, I would build a claim-evidence matrix at the beginning, and log the source, date, reliability, plus the analytical purpose of each important claim. I would also frame the decision questions before searching, so evidence stays selective instead of becoming just descriptive. Quantitative sensitivities, like exchange rates, tariffs, freight, and margin, would be modelled earlier because they basically decide commercial feasibility. I’d keep a research diary during the work , instead of trying to reconstruct reflection at the end, and where it’s permitted I would gather more primary consumer evidence through interviews, home visits, or a structured survey. All of that should cut down on confirmation bias, and it should also strengthen the final evidence-based judgement.
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Appendix A. Quantitative Data Used in Figures
Table A1. Quantitative data used in report figures.
	Figure
	Variable
	Value
	Source

	Figure 2
	IKEA retail sales FY23
	EUR47.6bn
	Inter IKEA Group FY25 comparative data

	Figure 2
	IKEA retail sales FY24
	EUR45.1bn
	Inter IKEA Group FY25

	Figure 2
	IKEA retail sales FY25
	EUR44.6bn
	Inter IKEA Group FY25

	Figure 3
	Kenya GDP growth 2022
	4.9%
	KNBS historical series

	Figure 3
	Kenya GDP growth 2023
	5.7%
	KNBS revised series

	Figure 3
	Kenya GDP growth 2024
	4.7%
	KNBS 2026 comparative

	Figure 3
	Kenya GDP growth 2025
	4.6%
	KNBS Economic Survey 2026

	Figure 3
	Kenya GDP growth 2026
	4.5% forecast
	IMF Country Data, April 2026 WEO

	Figure 4
	Mobile SIM subscriptions
	76.16m
	CA, Jan-Mar 2025

	Figure 4
	Mobile data subscriptions
	57.18m
	CA, Jan-Mar 2025

	Figure 4
	Mobile-money subscriptions
	45.36m
	CA, Jan-Mar 2025

	Figure 4
	Smartphones
	42.35m
	CA, Jan-Mar 2025
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Dunning’s OLI logic for IKEA's proposed entry into Kenya
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