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[bookmark: _Toc1060683425][bookmark: _Toc1768714050]Executive Summary
This report critically evaluates IKEA’s potential expansion into Nigeria by examining its global strategy, Nigeria’s market attractiveness and the most appropriate entry mode to support sustainable international growth. IKEA is classified as a transnational corporation, combining global efficiency, standardised brand management and selective local adaptation. International business frameworks, including Bartlett and Ghoshal’s international strategy model, PESTEL analysis, Hofstede’s cultural dimensions and Dunning’s Eclectic Paradigm (OLI), are applied to assess the strategic feasibility of market entry.
The analysis identifies Nigeria as a high-potential but high-risk emerging market. Its large population, rapid urbanisation, growing housing demand and increasing consumer interest in affordable home solutions align strongly with IKEA’s value proposition of functional, accessible and cost-efficient furnishings. However, political uncertainty, regulatory complexity, infrastructure limitations, currency volatility and cultural differences create significant challenges that may prevent direct replication of IKEA’s existing operating model.
The evaluation of entry modes indicates that an immediate wholly owned subsidiary would provide strong strategic control but expose IKEA to substantial financial and operational risks. In contrast, exporting or pure franchising would reduce investment exposure but may limit long-term competitiveness and control over brand experience. Therefore, a phased joint venture strategy with a credible Nigerian partner is recommended. This approach would enable IKEA to combine its ownership advantages, including global brand equity, supply chain expertise and design capabilities with local market knowledge and reduced risk exposure.
Overall, Nigeria represents a strategically attractive opportunity for IKEA’s future expansion; however, success will depend on balancing global consistency with local responsiveness. A gradual approach involving pilot operations, digital retail development, local sourcing and progressive investment would provide the most suitable pathway for achieving sustainable competitive advantage in the Nigerian market.
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[bookmark: _Toc876599730][bookmark: _Toc736608926]1. Organisational Classification and Global Strategy
[bookmark: _Toc204868653][bookmark: _Toc990419918]1.1 Strategic Categorisation: IKEA’s International Strategy
IKEA is a Swedish multinational corporation (MNC) operating within the global home furnishing industry. Founded in 1943, it developed an international business model based on affordable, functional and well-designed products supported by an integrated global value chain (Inter IKEA Group, 2025). Using Bartlett and Ghoshal's (1989) framework, IKEA can be classified as a transnational corporation because it combines global integration with selective local responsiveness to achieve international competitiveness.
Global integration is reflected in IKEA's centralised product development, global sourcing network and standardised brand concept. Product design is coordinated primarily from Sweden, while an international supplier network generates economies of scale, cost efficiencies and consistent quality standards (Inter IKEA Group, 2025), supporting its cost leadership strategy (Porter, 1985).
However, IKEA also adapts elements of its operations to local market conditions. Smaller urban store formats, furniture designed for different housing structures and tailored delivery and assembly services demonstrate selective localisation while preserving its core business model (Inter IKEA Group, 2025). These adaptations reflect the characteristics of a transnational strategy, balancing global efficiency with responsiveness to cultural and market differences.
Nevertheless, whether IKEA is fully transnational remains open to debate. Bartlett and Ghoshal (1989) argue that transnational organisations simultaneously achieve global efficiency, local responsiveness and organisational learning, yet Harzing (2000) suggests that balancing these objectives creates strategic tensions. IKEA's highly standardised products, brand identity and supply-chain systems deliver efficiency but may limit responsiveness in institutionally complex emerging markets. Consequently, sustained competitive advantage depends on determining which capabilities should remain globally integrated and which require localisation. In Nigeria, differences in income, housing and consumer behaviour may require greater adaptation than in IKEA's traditional European markets. Furthermore, IKEA's continued investment in digital retailing, sustainability, circular economy initiatives and supply-chain resilience demonstrates that its international strategy is dynamic rather than fixed, enabling the company to respond to changing technological, environmental and competitive pressures. Nevertheless, strategic flexibility does not eliminate the challenges of international expansion. Rugman and Verbeke (2004) argue that many multinational corporations are better characterised as regional rather than truly global because their operations remain concentrated within geographic regions. IKEA's stronger presence in Europe, North America and Asia-Pacific, compared with its limited expansion across Africa, supports this argument. This suggests that institutional quality, market readiness and infrastructure continue to influence market selection alongside global integration objectives. Consequently, expansion into Nigeria would require IKEA to move beyond replicating its established business model by balancing global efficiencies with greater localisation in areas such as product design, pricing, sourcing, distribution and customer service to achieve sustainable competitive advantage.
[bookmark: _Toc97921694][bookmark: _Toc1608334965]1.2 Global Configuration and Competitive Advantage
IKEA's international footprint reflects a selective expansion strategy focused primarily on developed markets with established retail infrastructure and strong purchasing power. As of 2026, the company operates more than 470 stores and customer touchpoints across over 60 markets through the Inter IKEA Group and Ingka Group franchise system (Inter IKEA Group, 2025).
Figure 1. IKEA’s Global Geographic Footprint
[image: ]Inter IKEA Group (2025); (Brilliant Maps, (2024).
Although IKEA has expanded into selected African markets, it does not currently operate a significant full-scale retail presence in Nigeria. This suggests that while its business model has transferred successfully across many markets, expansion into institutionally complex economies requires greater strategic adaptation.
IKEA’s competitive advantage is supported by its integrated global value chain, supplier relationships, efficient logistics and strong brand reputation, representing valuable organisational resources consistent with the Resource-Based View (Barney, 1991). Sustainability initiatives, including responsible sourcing, renewable energy investment and circular economy practices, further strengthen organisational resilience and stakeholder trust. However, these advantages are not permanent. Sustained competitive advantage requires resources to remain valuable, rare, difficult to imitate and effectively embedded within the organisation (Barney, 1991). Increasing competition from digital retailers, online marketplaces and low-cost manufacturers requires IKEA to continuously develop its capabilities rather than rely solely on historical strengths. Furthermore, international marketing strategies must recognise that consumer needs and purchasing behaviour vary across markets, requiring adaptation to local conditions (Mathur, 2008). This is particularly relevant in Nigeria, where affordability and market acceptance may depend more on local sourcing, efficient distribution and consumer adaptation than on global brand recognition alone. Therefore, IKEA must balance its global capabilities with local responsiveness, as competitive advantages may not transfer automatically across emerging markets (Rugman and Verbeke, 2004; Prahalad, 2006). Supply-chain disruption, geopolitical uncertainty, inflation and currency volatility further reinforce the need for strategic flexibility to achieve sustainable international growth.
[bookmark: _Toc1566153196][bookmark: _Toc239619446]2. Macro-Environmental Appraisal and Market Attractiveness
2.1 Introduction
International expansion requires multinational corporations (MNCs) to assess whether a host-country environment can support long-term strategic objectives, competitive advantage and sustainable value creation. Emerging markets offer opportunities through demographic growth, urbanisation and rising consumer demand, but also expose firms to institutional uncertainty, operational complexity and investment risk (Daniels et al., 2022; Hill, 2023). Consequently, effective foreign direct investment (FDI) requires systematic evaluation of political, economic, social, technological, environmental and legal factors, as changes in the external environment can significantly influence strategic opportunities and risks (Makos, 2022). Therefore, market attractiveness should be assessed by balancing growth potential against institutional and environmental constraints rather than relying solely on market size.
For IKEA, Nigeria represents a strategically attractive yet institutionally challenging market. Its large population, rapid urbanisation and growing demand for affordable housing align closely with IKEA's value proposition of providing functional, well-designed and affordable home furnishings. However, political uncertainty, infrastructure deficiencies, currency volatility, regulatory complexity and differences in consumer behaviour may constrain the direct transfer of IKEA's established business model. Therefore, this section critically evaluates the political, economic, legal and cultural environments most relevant to IKEA's retail strategy, rather than presenting a descriptive PESTEL overview. The findings are subsequently synthesised using Dunning's (1988) Eclectic Paradigm (OLI) to assess Nigeria's suitability for IKEA's international expansion.
2.2 Host Country Analysis
This section critically evaluates the external environmental factors most likely to influence the success of IKEA's market entry into Nigeria.
2.2.1 Political Environment
The political environment is a key determinant of foreign direct investment because government effectiveness, institutional stability and regulatory quality influence investment risk and operational performance (Daniels et al., 2022). Nigeria has maintained democratic governance since 1999, while government initiatives promoting foreign investment, infrastructure development and economic diversification have improved its attractiveness to multinational enterprises (World Bank, 2025).
However, political continuity has not eliminated institutional weaknesses. Bureaucratic inefficiency, corruption, regulatory inconsistency and uneven policy implementation continue to increase business uncertainty. Transparency International (2024) identifies governance and public-sector transparency as persistent challenges that may delay licensing, customs clearance and regulatory approvals.
These institutional constraints have direct implications for IKEA's retail strategy. The company's competitive advantage relies on efficient logistics, predictable regulation and cost leadership. Administrative delays or inconsistent enforcement of regulations could increase operating costs, reduce supply-chain efficiency and weaken IKEA's ability to maintain affordable pricing. Security concerns further increase operational risk by influencing store location decisions, distribution efficiency and employee safety. Consequently, while Nigeria presents attractive long-term investment opportunities, IKEA would require robust risk management, careful site selection and strong stakeholder engagement before committing significant capital investment.
From an institutional theory perspective, these challenges extend beyond formal regulation. North (1990) argues that institutions comprise both formal rules and informal norms that shape economic behaviour and business performance. Consequently, IKEA's success would depend not only on regulatory compliance but also on developing relationships with local stakeholders who understand Nigeria's institutional environment. This suggests that local partnerships are not simply an operational choice but a strategic capability that could reduce uncertainty, improve legitimacy and facilitate market entry.
2.2.2 Economic Environment
Nigeria's economic attractiveness is driven by its demographic scale, urbanisation and long-term consumer growth potential. With a population exceeding 230 million, Nigeria represents Africa's largest consumer market and one of the fastest-growing populations globally (World Bank, 2025). Rapid urbanisation in Lagos, Abuja and Port Harcourt is increasing demand for housing, household products and modern lifestyle solutions, creating strategic alignment with IKEA's affordable furniture proposition.
From an international business perspective, expanding consumer markets provide opportunities for economies of scale and long-term growth (Wild and Wild, 2023). Nigeria's growing urban middle class therefore offers considerable potential for IKEA to introduce affordable home furnishing solutions.
[bookmark: _Int_buwi64F3]Despite these opportunities, economic volatility presents significant challenges. High inflation, exchange-rate fluctuations and currency depreciation increase import costs while reducing consumer purchasing power. Because IKEA depends on global sourcing and efficient logistics, prolonged currency instability may undermine its cost leadership strategy. Income inequality also limits affordability across large segments of the population, suggesting that IKEA may need to adapt its product portfolio through smaller furniture ranges, lower-cost products and solutions designed for local housing conditions. Infrastructure constraints, including unreliable electricity, poor transport networks and port congestion, further increase logistics costs and reduce operational efficiency.
[bookmark: _Int_M1YZTrxg][bookmark: _Int_9flokG7F]A critical consideration is whether demographic scale alone justifies investment. Although emerging markets appear attractive because of population growth, market potential depends on effective demand rather than population size alone. A large population does not necessarily translate into sufficient purchasing power for IKEA's target consumers. Therefore, IKEA must evaluate income distribution, urban consumption patterns and willingness to purchase flat-pack furniture before committing substantial investment.
[bookmark: _Int_EA8aSL8b]Furthermore, Nigeria's economic volatility creates tension with IKEA's low-cost positioning. While IKEA benefits from global purchasing economies, imported products may become less affordable during periods of currency depreciation. This reinforces the strategic importance of developing local supplier relationships, adapting product ranges and progressively increasing local sourcing to maintain affordability and long-term competitiveness.
Appendix A (Table 1) summarises Nigeria's broader PESTEL environment and overall market attractiveness. Overall, demographic growth and urbanisation create substantial opportunities, but political uncertainty, infrastructure limitations and economic volatility support a phased and locally adapted market-entry strategy.
2.2.3 Legal and Regulatory Environment
The legal and regulatory environment plays a critical role in determining the success of foreign investment because multinational firms require predictable regulations, effective contract enforcement and intellectual property protection (Collinson et al., 2020). Nigeria has introduced reforms to improve its investment climate and encourage foreign participation across several industries (Adejugbe, 2013).
Nevertheless, regulatory complexity remains a significant challenge. Businesses frequently encounter lengthy administrative procedures, inconsistent regulatory enforcement and evolving compliance requirements. For IKEA, these issues could delay store development, disrupt import processes and increase operational costs.
[bookmark: _Int_mW5Fgezw][bookmark: _Int_tndGhL9x]Trade regulations are particularly important because IKEA's affordability strategy depends on efficient sourcing and logistics. Customs delays, import restrictions and taxation changes may increase product costs and reduce competitiveness. Furthermore, safeguarding IKEA's intellectual property, including its brand identity, product designs and operational systems, requires effective legal protection. Consequently, IKEA would require experienced legal support, robust compliance systems and knowledgeable local partners to minimise regulatory risk while maintaining operational efficiency.
2.2.4 Cultural Environment
Cultural differences significantly influence international expansion because consumer preferences, purchasing behaviour and service expectations are shaped by social values and cultural norms. Multinational retailers must therefore understand local consumer behaviour rather than simply transfer successful business models across markets (Daniels et al., 2022; Hill, 2023). Hofstede’s cultural dimensions provide a structured framework for assessing how national cultural differences may influence management and consumer behaviour (Greene, 2024). In Nigeria, stronger collectivist characteristics suggest that purchasing decisions may involve families and wider social networks, while cultural differences may also shape expectations surrounding interpersonal relationships and customer interaction (Keller, 2013). These factors indicate that IKEA may need to adapt its marketing, delivery, assembly and customer-service approach while retaining its core global brand identity.
Figure 2. Hofstede Cultural Dimension Comparison: UK–Nigeria
[image: ] Hofstede Insights (2024).
Figure 2 (also shown in Appendix B) illustrates important cultural differences between the UK and Nigeria with strategic implications for IKEA's market entry. Nigeria demonstrates stronger collectivist characteristics, suggesting that purchasing decisions are more likely to involve families and wider social networks. Consequently, IKEA's marketing should emphasise family living, shared spaces and community-oriented lifestyles rather than individual consumption. Higher power distance also suggests consumers may expect greater personal interaction and customer assistance, indicating that IKEA's traditional self-service model may require enhanced delivery, assembly and after-sales support.
Appendix C (Table 2) provides a detailed evaluation of each Hofstede dimension and its implications for IKEA's marketing strategy, product adaptation and customer experience. However, Hofstede's framework has recognised limitations because national cultures are not homogeneous and consumer behaviour is also influenced by income, education, urbanisation and generational change (McSweeney, 2002). Consequently, Hofstede should inform rather than determine strategic decisions and should be complemented by detailed market research and consumer insights.
Nevertheless, cultural responsiveness should complement rather than replace IKEA's global identity. Bartlett and Ghoshal (1989) argue that transnational corporations achieve competitive advantage by balancing global integration with local responsiveness (Rašković, Makovec Brenčič and Jaklič, 2013). Accordingly, IKEA should preserve its core values of affordability, functionality and Scandinavian design while selectively adapting products, communication and service delivery to reflect Nigerian consumer expectations.
2.2.5 Porter's Diamond Model
Porter’s (1990) Diamond Model evaluates whether a country’s competitive environment can support international business through four interrelated determinants: factor conditions, demand conditions, related and supporting industries, and firm strategy, structure and rivalry. Their interaction influences firms’ capacity to innovate, improve productivity and compete internationally.
Figure 3. Porter's Diamond diagram
[image: ]
Porter (1990). 
Figure 3 indicates that Nigeria presents a mixed competitive environment for IKEA. Demand conditions offer significant potential through population growth, urbanisation and increasing housing demand, although income inequality and relatively low purchasing power mean that market size alone does not guarantee commercial viability (Stonehouse and Snowdon, 2007). Factor conditions similarly present opportunities and constraints: Nigeria offers a large labour force and expanding urban centres, but infrastructure deficiencies, transport limitations and unreliable electricity can increase costs and weaken supply-chain efficiency. Underdeveloped logistics and supporting industries may also constrain immediate large-scale localisation.
The detailed assessment of each determinant and its implications for IKEA is provided in Table 4 (Appendix F). However, Rugman and Verbeke (1993) argue that Porter’s model underemphasises multinational networks, FDI and global value chains. Therefore, Nigeria’s domestic conditions should not be assessed in isolation. IKEA’s success will depend on combining its global capabilities with local adaptation, supporting a phased, partnership-based entry strategy that balances efficiency, responsiveness and risk.
[bookmark: _Toc592839300][bookmark: _Toc1337469787]2.3 Market Entry Synthesis Using Dunning's Eclectic Paradigm (OLI Framework)
The preceding macro-environmental analysis is synthesised using Dunning's (1988) Eclectic Paradigm to evaluate whether Nigeria provides favourable ownership, location and internalisation conditions for IKEA's international expansion.
2.3.1 Ownership Advantages (O)
IKEA possesses substantial ownership advantages through its globally recognised brand, democratic design philosophy, efficient supply chain, purchasing power, retail expertise, sustainability initiatives and extensive international experience. These valuable and difficult-to-imitate resources support sustainable competitive advantage (Barney, 1991).
2.3.2 Location Advantages (L)
[bookmark: _Int_JCboMm7g]Nigeria offers significant location advantages, including its large population, rapid urbanisation, increasing housing demand and long-term consumer growth. However, infrastructure deficiencies, currency instability, political uncertainty, corruption and regulatory complexity reduce the attractiveness of immediate large-scale investment. Consequently, Nigeria is best viewed as a strategically attractive but institutionally challenging market.
2.3.3 Internalisation Advantages (I)
[bookmark: _Int_ukDZ9KCQ]Internalisation advantages suggest that IKEA should retain strategic control over brand management, customer experience, quality assurance and supply-chain coordination. However, immediate wholly owned investment would expose the company to considerable financial and operational risks. A collaborative entry approach would enable IKEA to combine strategic control with local market knowledge, reducing uncertainty while protecting its competitive advantages.
Appendix D (Table 3) demonstrates how IKEA's ownership advantages, Nigeria's location characteristics and internalisation considerations collectively support a phased market-entry strategy.
2.4 Section Synthesis
The macro-environmental analysis indicates that Nigeria is a high-potential but high-risk market. Demographic growth, urbanisation and increasing housing demand create substantial long-term opportunities, whereas political uncertainty, regulatory complexity, infrastructure limitations and economic volatility increase investment risk. Cultural differences also require selective localisation without undermining IKEA's global brand identity.
The OLI analysis demonstrates that IKEA possesses strong ownership advantages and that Nigeria offers meaningful location advantages despite institutional constraints. At the same time, institutional theory, cultural analysis and internalisation considerations indicate that local knowledge and strategic partnerships are likely to be critical to reducing uncertainty. Consequently, the evidence supports a phased market-entry strategy that combines IKEA's global capabilities with local partnerships, providing the strongest foundation for sustainable expansion and informing the entry-mode evaluation presented in Section 3.
[bookmark: _Toc1513238358][bookmark: _Toc659957074]3. Entry Mode Strategy and Strategic Synthesis
[bookmark: _Toc405491947][bookmark: _Toc1787228286]3.1 Historical Pattern Recognition: IKEA’s International Entry Modes
[bookmark: _Int_Q6yEcmzS]Multinational corporations select foreign market entry modes by balancing strategic control, resource commitment, market uncertainty, local knowledge requirements and long-term strategic objectives (Daniels et al., 2022; Hill, 2023). IKEA’s international expansion demonstrates a flexible and adaptive approach rather than reliance on a single standardised entry method. Historically, IKEA has combined wholly owned subsidiaries, franchising arrangements and strategic partnerships depending on market maturity, institutional conditions and strategic importance.
IKEA’s international operating structure enables the organisation to maintain global consistency while adapting ownership arrangements to different market contexts. Inter IKEA Group owns the IKEA concept, develops the franchise system and controls key elements including brand identity, product design and operational standards, while Ingka Group manages the majority of IKEA retail operations globally (Inter IKEA Group, 2025). This structure allows IKEA to protect its core resources while achieving flexibility in international expansion.
IKEA’s gradual internationalisation pattern reflects the principles of the Uppsala Model, which suggests that firms increase foreign market commitment progressively as they develop knowledge and reduce uncertainty (Johanson and Vahlne, 1977). Rather than immediately committing significant resources in unfamiliar markets, IKEA typically develops market understanding before increasing investment levels. This approach is also consistent with bounded rationality, as firms make strategic decisions under conditions of incomplete information and adjust their approach as knowledge improves (Cyert and March, 1963).
[bookmark: _Int_VGxLZz1b][bookmark: _Int_1lSE6z3h]In mature markets such as the UK, Germany, France and the United States, IKEA has frequently adopted high-control entry modes through wholly owned operations. These markets offer strong institutions, reliable infrastructure, established consumer demand and predictable regulatory environments, allowing IKEA to maximise control over supply chains, pricing, customer experience and operational standards.
However, IKEA has also utilised franchising and partnerships where institutional uncertainty or limited market knowledge increases investment risk. Franchising reduces capital exposure while allowing IKEA to maintain control over its concept through contractual agreements (Inter IKEA Group, 2025). This reflects transaction cost theory, which suggests that firms must balance internal control against the costs and risks associated with external partnerships (Williamson, 1975).
Nevertheless, previous success in developed markets does not automatically justify applying identical strategies in Nigeria. Unlike established markets, Nigeria presents greater institutional uncertainty, infrastructure limitations and differences in consumer behaviour. Therefore, IKEA’s entry strategy must consider not only the transferability of its existing capabilities but also the need to develop market-specific knowledge and local partnerships.
[bookmark: _Toc2082205115][bookmark: _Toc1593789932]3.2 Strategic Fit and Justification for Nigeria
The macro-environmental analysis demonstrates that Nigeria represents a high-potential but high-risk market for IKEA. The political and economic challenges identified are shown in Appendix A (Table 1), cultural differences illustrated in Appendix B (Figure 2) and Appendix C (Table 2), along with the OLI evaluation presented in Appendix D (Table 3) indicate that IKEA must balance ownership advantages with local adaptation requirements.
Although IKEA possesses significant ownership advantages through its global brand, supply chain capabilities and international experience, these resources alone may not overcome the challenges associated with entering an unfamiliar institutional environment. Therefore, alternative entry modes must be evaluated according to their ability to support sustainable growth while managing uncertainty.
3.2.1 Option 1: Wholly Owned Subsidiary
A wholly owned subsidiary would provide IKEA with maximum strategic control over store operations, supply chain coordination, pricing decisions and customer experience. From the perspective of Dunning’s (1988) internalisation advantages, full ownership enables IKEA to protect valuable intangible assets, including its brand reputation, operational knowledge and retail concept.
This approach has been effective in developed markets where institutional stability and infrastructure reduce investment uncertainty. Full ownership allows IKEA to maintain consistent global standards and maximise operational efficiency.
However, immediate wholly owned investment in Nigeria would create substantial financial exposure. Establishing stores, warehouses and distribution systems would require significant capital commitment, while currency volatility, regulatory uncertainty, infrastructure weaknesses and security concerns could reduce profitability. Furthermore, IKEA would initially have limited knowledge of Nigerian consumer preferences and local operating conditions.
Therefore, although full ownership maximises control, it creates an imbalance between strategic benefits and market-entry risks during the early stages of Nigerian expansion.
3.2.2 Option 2: Franchising
Franchising provides a lower-risk alternative by enabling IKEA to expand through a local operator while reducing direct financial commitment. A Nigerian franchise partner could provide valuable knowledge regarding consumer behaviour, regulatory requirements, property markets and supplier networks.
[bookmark: _Int_z0Kc2M0R]This approach aligns with IKEA’s existing international franchise model and would support faster market access while maintaining control over the IKEA concept (Inter IKEA Group, 2025). However, franchising may create limitations regarding strategic influence. IKEA’s competitive advantage depends heavily on maintaining consistent store layouts, product presentation, service quality and brand experience. Excessive reliance on franchise partners could therefore create implementation risks.
Consequently, franchising offers financial flexibility but may not provide sufficient control or knowledge integration for a complex emerging market environment such as Nigeria.
3.2.3 Option 3: Joint Venture / Strategic Partnership
A joint venture provides a stronger strategic balance between IKEA’s requirement for control and Nigeria’s requirement for local market knowledge. By partnering with an established Nigerian organisation, IKEA could share investment risks while gaining access to local expertise, regulatory knowledge, property networks and distribution capabilities.
This approach is particularly appropriate because it reduces the liability of foreignness, referring to the additional disadvantages multinational firms experience when entering unfamiliar markets due to institutional differences, limited local knowledge and weaker business networks (Zaheer, 1995). Although IKEA possesses substantial ownership advantages, these capabilities may not fully compensate for unfamiliarity with Nigeria’s retail environment. A local partner could therefore provide complementary resources, while IKEA contributes international retail expertise, operational systems and brand strength.
However, joint ventures also involve potential challenges. Differences in organisational culture, strategic objectives and decision-making processes may create conflicts between partners. Furthermore, excessive dependence on a local partner could weaken IKEA’s ability to protect brand consistency and operational standards.
Therefore, successful implementation would require careful partner selection, clearly defined governance structures, shared performance objectives and effective knowledge-sharing mechanisms (Contractor and Lorange, 1988).
Overall, a joint venture provides the most appropriate balance between strategic control, local responsiveness, knowledge acquisition and investment risk.

[bookmark: _Toc2143965427][bookmark: _Toc450308253]3.3 Conclusion, Strategic Recommendation and Synthesis
Nigeria represents a strategically attractive but institutionally complex opportunity for IKEA. The company possesses strong ownership advantages through its global brand reputation, supply chain expertise, sustainability capabilities and distinctive retail concept. However, political uncertainty, infrastructure limitations, economic volatility and cultural differences reduce the suitability of immediate large-scale investment.
A wholly owned subsidiary would maximise control but expose IKEA to excessive financial and operational risk. Conversely, franchising would reduce investment exposure but may limit IKEA’s ability to manage quality, customer experience and strategic learning. A phased joint venture therefore represents the strongest strategic fit because it enables IKEA to combine global capabilities with local knowledge while reducing uncertainty.
Phase One: Market Entry and Learning
· Establish a strategic partnership with an experienced Nigerian retail, property or logistics organisation.
· Launch a pilot IKEA store in Lagos supported by digital retail channels.
· [bookmark: _Int_lxouwdo2]Evaluate consumer preferences, pricing expectations and operational requirements.
· Develop market knowledge before committing additional resources.
Phase Two: Operational Development
· Invest in regional distribution capabilities.
· [bookmark: _Int_oQLB0kDu]Increase local sourcing where feasible to reduce import dependency and currency exposure.
· Develop relationships with Nigerian suppliers and logistics providers.
· Adapt IKEA’s operating model to local market conditions.
Phase Three: Expansion and Increased Ownership
· Increase equity ownership once IKEA has developed stronger market knowledge and operational capability.
· Expand into additional urban centres, including Abuja and Port Harcourt.
· Strengthen IKEA’s long-term competitive position through deeper market integration.
This recommendation aligns with the Uppsala Model because IKEA would increase commitment gradually as knowledge develops and uncertainty decreases (Johanson and Vahlne, 1977). It also reflects Dunning’s (1988) OLI framework by allowing IKEA to exploit ownership advantages while responding to Nigeria’s location-specific conditions. Furthermore, recognising liability of foreignness demonstrates that international success depends not only on transferring existing capabilities but also on developing new capabilities within the host market.
Overall, a phased joint venture strategy provides the strongest balance between global efficiency, local responsiveness and sustainable value creation (Appendix E, Table 4). This approach is consistent with IKEA’s transnational strategy and supported by environmental analysis (Appendix A, Table 1), cultural assessment (Appendix B Figure 2; Appendix C, Table 2) and OLI evaluation (Appendix D, Table 3).
[bookmark: _Toc181059012][bookmark: _Toc609654522]4. Reflective Account of Research and Assignment Preparation
This section provides a critical reflection on the process undertaken to research, analyse and prepare the international business strategy report evaluating IKEA’s potential market entry into Nigeria. Gibbs’ Reflective Cycle (1988) was selected as the reflective framework because it provides a structured approach for evaluating experiences, identifying learning outcomes and developing future improvements. Reflection is particularly valuable at postgraduate level because it enables learners to critically evaluate how knowledge is developed and applied to professional decision-making (Schön, 1983). This reflection examines my research approach, challenges encountered, application of international business theories and development of analytical skills throughout the assignment process.
4.1 Description
The assessment required selecting a multinational corporation (MNC) and a potential host country where the organisation had no significant operational presence. Initially, I considered several company–country combinations, including McDonald’s entering Jamaica and possible expansion scenarios involving India and Pakistan. However, these options were discounted because they either involved markets where the organisations already had established operations or provided less opportunity for critical evaluation of international market entry strategy.
I ultimately selected IKEA and Nigeria because this combination presented a strategically relevant case involving significant growth potential alongside institutional, economic and cultural challenges. This provided an opportunity to apply international business theories, evaluate alternative entry modes and develop strategic recommendations within an emerging-market context.
The research process involved evaluating academic journals, international business textbooks, corporate reports, institutional databases and credible secondary sources. Academic literature provided the theoretical foundation, while sources including Inter IKEA Group publications, World Bank reports and Transparency International data supported analysis of IKEA’s global strategy and Nigeria’s business environment. Saunders et al. (2019) emphasise the importance of evaluating the credibility, relevance and reliability of research evidence, which influenced my approach to selecting and comparing sources.
The report applied several international business frameworks, including Bartlett and Ghoshal’s (1989) transnational strategy model, PESTEL analysis, Hofstede’s cultural dimensions, Dunning’s (1988) OLI framework and the Uppsala Model (Johanson and Vahlne, 1977). These frameworks supported evaluation of IKEA’s competitive capabilities, Nigeria’s market conditions and suitable entry strategies.
4.2 Feelings
At the beginning of the assignment, selecting an appropriate company and country combination was challenging because the decision required more than identifying an attractive market. The chosen country needed to provide sufficient strategic complexity to evaluate whether IKEA’s capabilities could realistically transfer into a different institutional environment.
Initially, the volume of information was overwhelming, particularly when distinguishing between general country information and strategically important factors. I recognised that MBA-level analysis requires more than describing information; it requires critical evaluation, comparison of evidence and justified strategic recommendations. This was particularly challenging because emerging markets often present both significant opportunities and substantial risks.
My confidence improved through lecturer feedback, academic support and discussions during the module. These experiences helped me understand the importance of applying theories critically rather than simply explaining frameworks. As the research progressed, I became more confident in using theoretical models to analyse complex business situations and develop a structured strategic argument.
4.3 Evaluation
Several aspects of the research process were effective. Applying international business frameworks improved the structure and coherence of the report. PESTEL analysis supported evaluation of Nigeria’s external environment, while Dunning’s OLI framework connected IKEA’s internal capabilities with host-country opportunities and limitations.
Combining academic theory with practical evidence was particularly valuable. Initially, I focused heavily on Nigeria’s market potential; however, further analysis demonstrated that population size and economic growth alone do not guarantee successful international expansion. Institutional quality, infrastructure, cultural differences and operational risks must also be considered. This improved my ability to develop a more balanced strategic evaluation.
A key challenge was identifying specific information regarding IKEA’s potential expansion into Nigeria because future strategic decisions are not publicly available. To address this limitation, I compared multiple sources, prioritised academic research and evaluated evidence reliability before including information. Another challenge was maintaining critical analysis within the word limit. Initially, I included more descriptive information than necessary; however, I recognised that stronger MBA-level work requires greater emphasis on analysis, synthesis and strategic implications (Saunders et al., 2019).
4.4 Analysis
The assignment significantly developed my understanding of international business strategy (Prahalad, 2006). Before completing this assessment, I viewed international expansion mainly as a response to market opportunities such as population growth and consumer demand. However, applying international business theories demonstrated that successful expansion requires alignment between organisational capabilities, external conditions and strategic objectives.
Bartlett and Ghoshal’s (1989) framework enhanced my understanding of how multinational corporations balance global integration with local responsiveness. Analysing IKEA demonstrated that international success does not depend on simply transferring an existing business model into a new market. Instead, organisations must determine which elements of their strategy should remain standardised and which require adaptation (Rašković, Makovec Brenčič and Jaklič, 2013).
Dunning’s (1988) Eclectic Paradigm also changed my understanding of foreign market entry decisions. I learned that attractive markets do not automatically justify investment; firms must evaluate ownership advantages, location benefits and internalisation decisions. This influenced my recommendation that IKEA should adopt a phased partnership strategy rather than immediate full ownership in Nigeria (Prahalad, 2006).
The assignment also strengthened my understanding of emerging markets. I initially associated large populations with strong investment opportunities; however, analysing Nigeria demonstrated that demographic potential must be assessed alongside infrastructure limitations, regulatory challenges, economic volatility and cultural differences. This reinforced the importance of balanced, evidence-based strategic decision-making.
4.5 Conclusion and Action Plan
Overall, this assignment strengthened my research, analytical and critical thinking skills while improving my understanding of international business strategy (Prahalad, 2006). The IKEA–Nigeria case demonstrated that successful international expansion requires organisations to balance opportunities with risks while aligning global capabilities with local market conditions.
The assignment also highlighted the importance of using feedback to strengthen strategic decision-making. Reflective learning involves moving beyond identifying what was successful or unsuccessful by considering how feedback can improve future practice (Quinton and Smallbone, 2010). Feedback received during the assignment process, particularly regarding the use of visual tools, tables and additional strategic frameworks, reinforced that effective analysis requires not only theoretical understanding but also the ability to communicate complex information clearly through appropriate analytical methods.
For future assignments, I will continue developing my ability to evaluate evidence critically, strengthen connections between theory and recommendations, and use analytical tools more effectively to communicate strategic arguments. I will also begin research earlier to allow additional time for reviewing evidence, improving synthesis and refining conclusions.
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Appendix A
Table 1. Nigeria PESTEL / Market Attractiveness Assessment (2026)
	PESTEL Factor
	Key Opportunities
	Key Challenges
	Strategic Implications for IKEA

	Political
	Government policies encouraging FDI; economic diversification; democratic continuity since 1999.
	Corruption, policy inconsistency, bureaucratic delays, regional security concerns.
	Adopt phased investment with strong stakeholder engagement and comprehensive risk management.

	Economic
		

	Population exceeding 230 million; rapid urbanisation; expanding middle-income consumer segment; increasing housing demand.



	Inflation, currency volatility, income inequality, high import costs.
	Adapt pricing strategy, introduce affordable product ranges and increase local sourcing where feasible.

	Social/Cultural
	Growing urban lifestyles; increasing demand for modern home furnishings; strong family-oriented purchasing behaviour.
	Preference for assembled furniture; larger households; different consumer expectations.
	Adapt product range, marketing communications and customer service to local preferences.

	Technological
	Expanding digital commerce and mobile connectivity.
	Logistics technology and infrastructure remain underdeveloped.
	Develop omnichannel retail supported by digital platforms and local logistics partners.

	Environmental
	Opportunities for sustainable sourcing and circular business practices.
	Waste management challenges and energy infrastructure limitations.
	Align sustainability initiatives with local environmental priorities and supplier development.

	Legal
	Investment reforms supporting foreign participation.
	Regulatory complexity, customs delays, changing trade policies and contract enforcement challenges.
	Utilise experienced legal advisers and local partners to manage regulatory compliance.


World Bank (2025), Transparency International (2024), Inter IKEA Group (2025).
Appendix B
Figure 2. Hofstede Cultural Dimension Comparison: UK–Nigeria
[image: ]Hofstede Insights (2024).















Appendix C
Table 2. Supporting Hofstede Cultural Dimension Analysis (UK–Nigeria)
	Cultural Dimension
	United Kingdom
	Nigeria
	Strategic Implications for IKEA

	Power Distance
	Low
	High
	Greater emphasis on hierarchy and trust may require more personalised customer engagement and stronger management structures.

	Individualism
	High
	Lower (more collectivist)
	Marketing should emphasise family life, shared living spaces and community values rather than individual lifestyles.

	Masculinity
	Relatively high
	High
	Consumers may value product quality, durability and social status associated with international brands.

	Uncertainty Avoidance
	Moderate
	Moderate
		

	Clear warranties, product information and after-sales support may reduce perceived purchase risk.




	Long-Term Orientation
	Moderate
		

	Shorter-term orientation



	IKEA should highlight affordability, durability and immediate value rather than long-term lifestyle aspirations alone.

	Indulgence
	High
	Lower
	Promotional strategies should focus on practical household benefits and family wellbeing rather than discretionary consumption.


Hofstede Insights (2024).
Appendix D
Table 3. Application of Dunning's OLI Framework to IKEA's Nigerian Market Entry
	OLI Component
	IKEA Assessment
	Strategic Implications

	Ownership Advantages
	Strong global brand, Scandinavian design, efficient supply chain, international experience, economies of scale, sustainability capabilities.
	Provides significant competitive advantages over many domestic furniture retailers.

	Location Advantages
	Large population, rapid urbanisation, increasing housing demand and long-term market growth.
	Creates substantial long-term market potential despite institutional challenges.

	Location Disadvantages
	Political uncertainty, infrastructure constraints, inflation, currency volatility, security risks and regulatory complexity.
	Suggests gradual market entry with significant local adaptation.

	Internalisation Advantages
	Protecting IKEA's brand, customer experience, operational systems and quality standards.
	Supports maintaining strategic control while collaborating with experienced local partners during market entry.

	Recommended Outcome
	Phased joint venture with progressive equity ownership.
	Balances strategic control, flexibility and risk reduction while supporting long-term expansion.


Dunning (1988), Inter IKEA Group (2025).
Appendix E
Table 4. IKEA's Historical International Entry Modes
	Entry Mode
	Typical Markets
	Strategic Purpose
	Level of Control
	Resource Commitment
	Risk Level

	Wholly Owned Subsidiary
	UK, Germany, France, United States
	Protect brand, customer experience and operational consistency.
	High
	High
	High

	Franchising
	Selected European, Middle Eastern and emerging markets
	Accelerate expansion while reducing capital investment.
	Medium–High
	Medium
	Medium

	Strategic Partnerships
	Selected logistics, supply chain and property development collaborations
	Gain local expertise and operational support.
	Medium
	Medium
	Medium

	Recommended Nigerian Entry
	Nigeria
	Phased joint venture followed by progressive equity ownership.
	Medium–High
	Medium
	Medium


IKEA Group (2025), Johanson and Vahlne (1977).

Appendix F
Table 5. Porter's Diamond Model
	Diamond determinant
	Nigeria assessment
	Implication for IKEA

	Factor conditions
	Large workforce but weak infrastructure
	Invest gradually and strengthen logistics

	Demand conditions
	Large, urbanising population but uneven purchasing power
	Adapt pricing and product range

	Related & supporting industries
	Developing supplier and logistics networks
	Build local sourcing partnerships

	Firm strategy, structure & rivalry
	Competitive local furniture market
	Differentiate through design, affordability and customer experience


Porter (1990).
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