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Executive Summary

This report provides a comprehensive strategic expansion plan for IKEA in the
United Arab Emirates, utilizing state-of-the-art strategic management frameworks to
analyse external conditions, internal capabilities, competitive pressures, and
strategic options. The UAE ranks among the most dynamic and fastest-growing retail
markets in the world, led by rapid urbanization, rich consumer segments, and a
strong cultural affinity for modern interior design. While IKEA already operates key
stores in Dubai and Abu Dhabi, there is considerable unexploited potential across
secondary cities and emerging residential hubs such as Sharjah, Ras Al Khaimah,
and Al Ain.

The analysis integrates PESTEL, Porter’s Five Forces, and Porter’s Diamond Model
in order to assess the macro-environmental and industry-level attractiveness of the
UAE (Lesson 2, Lesson 7). The external audit reveals favourable political stability,
high economic diversification, a modern digital infrastructure, an increasing priority
for sustainability, and a very strong legal environment-all factors that together
support the extension of multinational retailers. The internal audit (in Part 2) reveals
IKEA's powerful sustainable competitive advantages in brand equity, global supply-
chain integration, design innovation, and omni-channel capabilities.

Strategic formulation applies VRIO, Ansoff Matrix, and Porter's Generic Strategies
Lesson 3, Lesson 4. It recommends a Differentiation Strategy based on
Scandinavian design, affordability, digital convenience, and sustainability. The
recommended entry mode should be a mix of joint ventures with key real estate
groups for location acquisition and wholly owned stores to ensure control over the
brand. The implementation strategy involves phased expansion, marketing
localization, development of the workforce, strong supply chain, and a financial plan
that ensures profitability within three years.

A Balanced Scorecard, proposed in lesson 9, is used to monitor performance across
the financial, customer, internal process, and learning and growth dimensions. Final
recommendations highlight deeper localisation, integrating technology, sustainability
leadership, and accelerated expansion into underserved emirates.

The overall conclusion of the study is that IKEA has bright prospects for attaining
long-term competitive advantage in the UAE through structured, data-driven, and
locally responsive strategies.
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1. Introduction to IKEA

IKEA was founded in 1943 by Ingvar Kamprad and has grown into the world's largest
home-furnishing retailer, with a presence of over 460 stores in more than 60
countries.

The company is globally synonymous with Scandinavian design, flat-pack furniture,
and affordable home solutions built on the basis of democratic design—ensuring a
balance of function, quality, and sustainability at a low cost. IKEA's mission is "to
create a better everyday life for the many people," which positions the brand not just
as a furniture retailer but as an architect of contemporary lifestyles.

IKEA's strategic success rests on cost leadership, global supply-chain integration,
product modularity, and customer-centric store formats. In FY2023, IKEA made over
€47.6 billion in global revenue, driven by strong international expansion, a rapidly
growing e-commerce channel, and renewed consumer interest in home improvement
post-pandemic.

The company's hybrid model of warehouse-style stores, small urban studios, click-
and-collect points, and digital planning tools supports flexibility across diversified
markets.

Over the years, the United Arab Emirates has emerged as a strategically important
market within IKEA's Middle East growth portfolio. While IKEA operates in Dubai at
Festival City and Jebel Ali, and also in Abu Dhabi on Yas Island, the UAE remains
underpenetrated with respect to its population of over ten million, high expatriate
ratio (=88%), growth in luxury real estate, and rising home-ownership rates.

The ideal setting for IKEA products is greatly created by rapid urbanisation, a large
young population, and an appetite for modern aesthetics in homes.

Furthermore, the UAE's economic diversification in its agenda, Vision 2030, thriving
retail sector, digital innovation, and commitment to sustainability all align directly with
IKEA's strategic priorities.

Emerging cities such as Sharjah, Ajman, Ras Al Khaimah, and Al Ain present new
market opportunities for medium-format stores, planning studios, and pick-up points.

Therefore, expanding deeper into the UAE is not only strategically viable but also
strongly aligned with IKEA's long-term global growth ambitions.

The next section analyses the UAE's external environment through rigorous strategic
frameworks to identify market attractiveness and possible risks.

SECTION -2



2. External Environment Analysis (Lesson 2)

An external audit assesses the macro-environmental and industry-level factors that
determine the outlook of IKEA's expansion in the UAE. This section identifies some
of the very key opportunities and threats that inform strategic decisions, using
PESTEL, Porter's Five Forces, and Porter's Diamond Model.

2.1 Pestel analysis of the UAE

2.1.1 Political Factors

The country is known for its political stability, centralized governance, and long-term
policy planning. Its economic diversification programmes, such as UAE Vision 2030,
Dubai 2040 Urban Master Plan, and Abu Dhabi Economic Vision 2030, give priority
to retail development, infrastructure, and foreign direct investment. Free Trade
Zones, like JAFZA, Dubai Silicon Oasis, and Khalifa Industrial Zone, allow for 100%
foreign ownership, tax exemptions, and simplified business regulations. The
business-friendly atmosphere thus attracts IKEA.

Nevertheless, some issues, such as discrepancies in regulatory requirements
between emirates, cumbersome processes for obtaining building approvals, and
zoning restrictions for large retail outlets, may lead to operational delays. There is a
need for compliance with municipal authorities, either Dubai Municipality or Abu
Dhabi Department of Economic Development.

Implication for IKEA:

While strong political stability and pro-investment policies underpin expansion,
working through emirate-specific regulations requires careful planning and local
partnerships.

2.1.2 Economic Factors

The UAE is one of the wealthiest regional economies, with GDP over USD 500
billion and high household disposable income. Economic diversification has
energized growth in the real estate, tourism, retail, digital services, and logistics
industries. Housing expansion-especially in Dubai South, Sharjah Sustainable City,
and Masdar City-drives demand for home furnishing products.

The expatriate population—mainly professionals and families—frequently relocates
and refurnishes homes, contributing to the consistent demand for affordable and
flexible furniture solutions. However, inflation, global supply-chain disruptions, and
rising transportation costs may affect import-dependent retailers such as IKEA.

Implication:

IKEA will be able to tap into growing middle-class consumption but will need to
maintain low costs with local sourcing and efficient logistics.



2.1.3 Social Factors

The multicultural UAE population, with close to 200 different nationalities
represented, shows its fondness for modern and functional designs in a home.
IKEA's appeal is strongly enhanced by the fact that the UAE has such a young
demographic and extremely high levels of digital engagement. Trends including
remote work, living in apartments, and a lifestyle centered on family facilitate
demand for solutions with a space-saving modular approach, which is at the heart of
IKEA's product philosophy.

But there are cultural differences: the Emiratis like large and ornate furniture, while
the expatriates like minimalist Scandinavian styles. IKEA has to cater for both
through product localization.

Implication:

Strong alignment exists between IKEA's functional designs and UAE consumers;
however, there is a need for localization of product lines and sizing.

2.1.4 Technological Factors

With 99% Internet access and a national drive for digital transformation, Smart Dubai
2021 and UAE Digital Economy Strategy place the country among the most
technologically advanced ones globally. The widespread adoption of Al, VR, mobile
payments, e-commerce, and logistics automation is expected to make an
environment really propitious for the omnichannel retail strategy of IKEA.

Implication:

AR-based home planning, Al-powered design suggestions, automated warehousing,
and digital enhancements of customer experiences can be adopted by IKEA.

2.1.5 Environmental Factors

The foundation of all national policy in the UAE is environmental sustainability,
including a Net Zero 2050 Strategy, a circular economy framework, and plastic
reduction programs. Retail firms are under increasing pressure to adopt green
logistics, waste-reducing practice, and energy-efficient operations.

IKEA's global commitments to 100% renewable energy, sustainable sourcing, and
circular product lines align well with UAE regulatory and consumer expectations.

Implication:

Sustainability provides a strategic advantage for IKEA while meeting national
priorities.

2.1.6 Legal Factors

The UAE imposes strict legal systems related to product standards, consumer
protection, labor welfare, building codes, commercial licensing, and municipal
regulations. Import laws and customs duties affect flat-pack furniture logistics. Fair
wages, working hours, and safety are guaranteed by employment law, which is an
important component of large retail operations.



Implication:

Compliance is requisite but achievable; strong governance practices at IKEA
reinforce regulatory harmony.

2.2 Porter’s Five Forces — UAE Furniture & Home Retail Industry (Lesson
2)

Porter's Five Forces helps assess the competitive intensity and overall attractiveness
of the UAE's furniture and home retail market. The framework thus assists IKEA with
deeper insight into the structural industry pressures, thus helping form strategic
decisions in expansion across the Emirates.

2.2.1 Competitive Rivalry — HIGH

Advanced factor conditions within the UAE enable a conducive environment for retail
expansion. Modern logistics facilities, such as Jebel Ali Port in Dubai and Khalifa
Port in Abu Dhabi, facilitate world trade, while airlines like Emirates and Etihad offer
excellent air cargo opportunities. Similarly, big modern malls and high-quality
commercial units lead to the immense development of retail volumes in this country.
Additionally, high levels of digital connectivity and smart-city initiatives make the UAE
suited for omnichannel retail models. As far as the furniture manufacturing sector is
concerned, there are no large-scale factories situated within the country, but the
sophisticated logistic systems and skilled expatriates make up for this gap.

Figure-1 UAE Home Furniture Market Size & Growth
(www.mordorintelligence.com, n.d.)

UAE Home Furniture Market Size and Share View Global Report Select Another Geography v
S
‘\,K: Sn@-rej
UAE Home Furniture Market Market Overview
Market Size in USD Billion
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Base Year For Estimation 2024
uUsD3.428
Forecast Data Period 2025-2030
| lEushEEsA) ) Market Size (2025) USD 2.78 Billion
. Market Size (2030) USD 3.42 Billion
i Growth Rate (2025 - 2030) 4.20% CAGR
Market Concentration Medium

Major Players
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Source: Mordor Intelligence A SN o t;iia
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2.2.2 Threat of New Entrants — MODERATE

The demand conditions are highly favorable, with rapid population growth, primarily
driven by expatriates and economic diversification policies. This growth causes
further building of residential properties, which includes apartments and villas,
thereby constantly driving furniture demand. Consumers in the UAE have developed
tastes for modern, functional, and stylish interiors and consider global brands such
as IKEA aspirational and trustworthy. High digital engagement supports the use of
online shopping, AR room-planning applications, and personalized design tools.
Also, frequent household moves among expatriates create recurring needs for value-
for-money, durable, and easy-to-assemble furniture, exactly what IKEA offers.

2.2.3 Bargaining Power of Suppliers - LOW TO MODERATE

IKEA's global supply chain significantly reduces the bargaining power of individual
suppliers. With a network of over 1,800 sourcing partners globally and having a
highly standardized procurement system, IKEA enjoys strong leverage with regard to
price and quality terms negotiation. Other than this, IKEA works on long-term
collaborations governed by the IWAY sustainability standard, which reinforces loyalty
amongst suppliers and cuts down on disruptions.

However, within the UAE context, several elements elevate logistical costs: high
reliance on imports, variable freight rates, and sometimes congested ports. The UAE
has very limited local furniture manufacturing capacity; thus, retailers must rely
strongly on international suppliers. Although this affects small businesses quite
significantly, IKEA's scale economies and shipping efficiencies bring down most of
these effects.

Overall, supplier power is low to moderate, and IKEA's global integration dramatically
enhances its bargaining position.

2.2.4 Bargaining Power of Buyers — HIGH

The UAE has the benefit of advanced logistics companies, strong fintech platforms,
and major e-commerce marketplaces like Amazon.ae and Noon.com. Partnerships
with real estate developers and interior design firms further enhance opportunities for
bundled furniture services. Although domestic furniture manufacturing is limited, this
challenge is mitigated through IKEA's global supply chain.

2.2.5 Threat of Substitutes — HIGH

The retail environment in the UAE is highly competitive and innovation-driven.
Retailers use methods such as digital marketing, data analytics, and loyalty
programmes to enhance customer engagement. This competitive dynamic would
further push IKEA to innovate continuously and deepen localisation efforts.

Conclusion - Five Forces Summary

The UAE furniture market is relatively attractive but marked by intense rivalry and
high buyer power. All these pressures are countered by IKEA's global brand equity,
its low-cost supply chain, and omni-channel model that allows it to compete
effectively in this challenging environment.



2.3 ADVANTAGE Porter’s Diamond Model — UAE national Competitive
(Lesson 7)

Figure 2: Porter’s Diamond Model

It helps explain why the UAE is an attractive market for large-scale furniture retailers
and how national conditions support IKEA’s continued expansion.

Porter's Diamond Model - UAE Competitiveness

Factor Conditions

Firm Strategy,

Structure & Rivalry
sSuoljipuo’d) puewag

Related & Supporting Industries

2.3.1 Factor Conditions — STRONG

The UAE enjoys advanced factor endowments, with some of the most efficient
logistics nodes in the world. Infrastructure at Jebel Ali Port in Dubai and Khalifa Port
in Abu Dhabi supports high-volume global trade with seamless access to regional
markets. World-class air cargo networks operated by Emirates and Etihad further
enhance the country's supply-chain efficiency by allowing rapid movement of goods.

The retail infrastructure is equally modern, with modern malls, large commercial
units, and high-footfall shopping districts across all the emirates. Moreover, high
levels of digital connectivity, widespread smartphone usage, and government-driven
smart-city initiatives create a digitally ready environment for omni-channel retail.

While the UAE does not boast large-scale domestic furniture manufacturing, its
strong logistics, retail infrastructure, and skilled expatriate workforce more than
compensate.

2.3.2 Demand Conditions — VERY STRONG

The demand conditions strongly favor IKEA because the population in the UAE is
growing through the influx of expatriates and economic diversification policies. As a



result, residential real estate is expanding continuously with an increasing number of
apartments, villas, and rental units.

Another characteristic of UAE consumers is their aspirational culture of consumption.
The styling, functionality, and modernity of designs are appealing to them, while
global brands like IKEA are perceived as trustworthy and trendsetting. High digital
engagement fosters online shopping, room-planning apps, and AR-assisted design
tools.

Moreover, frequent changes of housing, especially for expatriates, generate periodic
needs for an inexpensive yet hardy, easily assembled type of furniture, which fits
IKEA's value proposition very well.

2.3.3 Related & Supporting Industries —- MODERATE TO STRONG

The UAE features a highly developed supporting industries' ecosystem that fuels
retail activity. Logistics firms offer world-class warehousing and transport capabilities,
while secure payment options are facilitated by Fintech platforms. Even e-commerce
marketplaces such as Amazon.ae and Noon.com provide collaboration opportunities
to further extend IKEA's reach.

The country also has a growing interior design and real estate development sector.
Partnerships with developers enable IKEA to offer furnished-apartment packages,
home-styling services, and customized product bundles.

However, the absence of large-scale furniture manufacturing means reliance on
imports-though IKEA's global supply chain effectively addresses this.

2.3.4 Firm Strategy, Structure & Rivalry — STRONG

The UAE is a very competitive retail environment where firms continuously need to
innovate to engage the consumer. Competition does not come only from furniture
retailers; there are also luxury brands, home décor boutiques, hypermarkets, and
online retailers that compete for share-of-wallet.

Retailers in the UAE use digital marketing, loyalty programs, and customer analytics
as strategic initiatives to enhance consumer experience and brand affinity. This
creates a dynamic environment in which firms need to innovate their offerings
constantly if they are to remain relevant.

For IKEA, this competitive climate is driving continuous innovation and encouraging
deeper localisation.

Conclusion - Summary of Diamond Model

On the whole, the UAE's national environment demonstrates exceptional
competitiveness for home retail. The strong logistics capabilities, high consumer
demand, advanced supporting industries, and culturally diverse population translate
into ideal conditions for IKEA's expansion. The diamond model further reinforces the
strategic fit between IKEA's business model and the unique opportunities in the UAE
retail ecosystem.
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SECTION -3

3. Strategy Development & Formulation (Lesson 3, Lesson 4,
Lesson 7)

This section will analyze IKEA's internal capabilities using the VRIO framework,
construct competitive strategy using Porter's Generic Strategies, identify paths to
growth using the Ansoff Matrix, and suggest an appropriate entry mode to solidify
IKEA's presence in the UAE.

3.1 Internal Analysis — VIRO Framework

The VRIO framework evaluates if IKEA's resources are Valuable, Rare, Inimitable,
and Organised to achieve long-term competitive advantage.

3.1.1 Brand equity - sustainable competitive advantage

The brand of IKEA is globally recognized for Scandinavian design, affordability,
innovation, and sustainability. This brand equity is not only valuable but also rare in
the UAE retail landscape, with few furniture brands enjoying similar global
recognition. The brand is hard to imitate since it has been built over decades through
quality products, democratic design principles, and customer trust. IKEA is fully
organized to leverage this asset through standardized store layouts, global
marketing systems, and strong governance.

Advantage: Sustainable competitive advantage
3.1.2 Global Supply Chain & Cost Efficiency — Sustainable Competitive
Advantage

No other company has IKEA's cost-efficient supply chain, sustained by flat-pack
design, global sourcing networks, and economies of scale. The capabilities allow
IKEA to offer lower prices consistently while continuing to sustain its quality. This is a
very rare resource and highly inimitable, as it requires decades of investment and
specialized expertise.

Competitive advantage = Sustainable competitive advantage

3.1.3 Store Experience & Customer Journey — Temporary Advantage

The immersive IKEA store experience, with room sets, self-serve warehouses,
restaurants, and play areas, adds enormous value to customers. But again,
competitors are rapidly imitating the exact same experiential format, making this
resource valuable but not rare.

Competitive advantage may be temporary.

3.1.4 Product Innovation & Democratic Design — Strong Advantage

The design philosophy of IKEA is to offer functional, aesthetic, and sustainable
products at affordable prices, enabling continuous product renewal, new collections,
and local adaptations suitable for UAE homes.
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Advantage: Strong but potentially imitable

3.1.5 Human Capital & Culture — Competitive Parity to Temporary
Advantage

IKEA focuses on team spirit and strong staff training, which contributes to a higher
service quality. However, this is a valuable but imitable aspect of HR practices by
other international retailers.

Competitive Parity

Table 1: VRIO Summary of IKEA’s Key Resources

Resource / Capability Valuable? Rare? Inimitable? Organised? Assessment / Competitive Implication

Sustainable competitive advantage due
Global Brand Equity Yes Yes Yes Yes to long-term brand building and global
recognition.

Sustainable competitive advantage
Yes Yes Yes Yes because rivals cannot replicate scale or
efficiency.

Global Supply Chain &
Flat-Pack Model

Store Experience &

Temporary advantage requiring
Customer Journey i i i

Yes No Partially Yes continuous innovation.

Democratic Design

Strong but time-bound advantage;
3 Yes Yes Partiall Yes
(Product Innovation) ¢ = time.

imitability increases over tim

Human Capital & - - Competitive parity, depends on
Scandinavian Culture execution and training quality.

VRIO Conclusion

IKEA’s sustainable advantages lie in brand equity and global supply-chain efficiency.
These must be leveraged in the UAE to build both differentiation and cost leadership.

3.2 PORTER’S GENERIC STRATEGY - DIFFERENTIATION

According to Porter's generic strategies, four options are available, but differentiation
will suit the UAE due to:

> Diverse population with a strong taste for modern, fashionable interior
features

» High customer expectations for convenience, digital integration, and premium
experiences

» High competition in low-priced categories, where price wars cannot work.

» Increasing concern for sustainability, in which IKEA is one of the world leaders

Differentiation Focus Areas in the UAE

Scandinavian design identity

Localised products for Emirati households
AR/VR room-planning tools

Fast delivery and installation
Sustainability commitments
Family-friendly store environments

VVVVVYVY
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This strategy places IKEA uniquely amongst its regional competitors.
3.3 Ansoff Matrix — Growth Pathways

3.3.1 Primary Strategy: Market Development

IKEA should further expand into underserved emirates like Sharjah, Fujairah, Ras Al
Khaimah, and Al Ain through multi-format stores, including compact IKEA, planning
studios, and pick-up points, thereby increasing accessibility to capture new
residential communities.

3.3.2 Secondary Strategy: Product Development
Product innovation, customized for UAE consumers, includes:

» Majlis-inspired seating

» Larger sofas and beds

» Outdoor furniture for villas

» Temperature-resistant materials

» Arabic-language digital design tools

These innovations strengthen customer relevance and market differentiation.

3.4 Entry mode - Joint Venture + Selective Wholly Owned Stores

The state's regulatory environment, along with a multi-emirate structure, makes Joint
Ventures with real estate developers an optimal approach to entry. JVs speed up
land acquisition and licensing, with sharing of financial risks for local approvals.
Once the expansion momentum is strong, IKEA can set up wholly owned flagship
stores to maintain brand consistency and also pilot innovations.

3.5 Risk Assessment
Key Risks

High competition

Labour cost inflation

Supply-chain disruptions

Market saturation in Dubai

» Cultural differences in product preferences

>
>
>
>

Mitigation Strategies

» Localisation of designs and services
» Automation of warehouses

» Developers: partnerships

» Flexible pricing options

» Improved digital infrastructure

Conclusion

IKEA has powerful internal capabilities matched by opportunities in the UAE market.
An appropriate differentiation strategy underpinned by market and product
development, combined with a Joint Venture entry mode with selective wholly owned
stores, forms an optimal pathway for sustainable growth.

13



SECTION -4

4. Strategy Implementation

Strategy implementation is a process that will turn IKEA's strategic purpose or
intentions into concrete operational actions, processes, and resource allocations. As
discussed in Lesson 9, this stage is critical because even the most robust strategic
plans falter with poor disciplined execution and organizational alignment. From IKEA
UAE's perspective, implementation would involve geo-expansion in an incremental
manner, digitally steered marketing arrangements, robust HR development, and
integrally efficient value-chain arrangements.

4.1 Operational Implementation

A phased expansion plan will ensure that IKEA enters the market of UAE in a
systematic manner, learns progressively, and mitigates potential risks. The structured
approach also aligns investments with the market response and operational
capability of the company.

Phase 1: Foundation & Market Deepening (Years 1-2)
Geographic Priorities:

» Strengthen presence in Dubai and Abu Dhabi
» Introduce IKEA Planning Studios in high-traffic malls

» Establish more Click-and-Collect points to increase e-commerce penetration
Actions:

» Conduct pilot-testing of localised product lines, such as majlis seating and
large-format sofas

» Expand last-mile delivery capabilities through partners like Talabat or Careem

» Deploy digital tools in-store: AR planners, virtual room designers
Outcome:

» Market learning, increased customer convenience, brand reinforcement.

Phase 2: Regional Expansion Across Emirates (Years 3-4)
Geographic Priorities:

Throughout this time, IKEA should further establish its presence in the most
important economic hubs by expanding into other emirates like Sharjah, Ras Al
Khaimah, Fujairah, and Al Ain. These emirates are experiencing fast growth in

14



population, infrastructure spending, and demand for affordable but durable home
furnishings.

Operational Actions:

For serving these areas efficiently, IKEA should have mid-sized stores or IKEA
Compact format, which requires less space but offers essential product categories
and planning services. Opening decentralized warehouses across the northern
emirates will significantly reduce delivery times and also ease the load off main
fulfillment centres. Automated inventory and replenishment systems should be
deployed to enhance stock accuracy and optimize logistics operations.

Service Improvements:

IKEA can offer express assembly services for customers who need speedy
installation, along with subscription-based “home refresh packages” to update décor.
These solutions respond to the UAE's high preference for convenience and
professional support.

Outcome:

While the second phase further opens up the market beyond major cities and
renders IKEA competitive across the UAE, it also works to enhance its fulfillment
capacity and reduce logistical bottlenecks.

Phase 3: Market Leadership & Sustainability Integration (Year 5)
Scaling Initiatives:

By Year 5, IKEA should develop its leadership position, starting with the expansion
into underserved suburban communities; doubling distribution capacity to support
strongly growing demand from e-commerce and partnering with property developers
for fully furnished apartment packages in new residential projects.

Sustainability Projects:

In line with the UAE Vision 2050, IKEA would further include solar rooftops in new
stores and expand its take-back and recycling programs. Besides this, it would
establish partnerships with universities in developing circular economy research.
These initiatives reinforce IKEA's global sustainability values apart from improving
their long-term operational efficiencies.

Outcome:

Sustainability-led innovation improves brand reputation, reduces environmental
impact, and cements IKEA as a long-term contributor to the UAE's green economic
agenda.
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Figure 3: IKEA UAE Expansion — 5-Year Implementation Timeline

IKEA UAE Expansion - 5-Year Implementation Timeline (Gantt Style)

Phase 3: Sustainability Integration
Phase 3: Market Leadership -

Phase 2: Warehousing

Phase 2: Regional Expansion
Phase 1: Fulfilment Upgrade

Phase 1: Market Entry

Years

4.2 Marketing Implementation

Marketing implementation ensures that IKEA's value proposition is consistently
communicated across digital and physical touchpoints in accordance with global
brand identity and local cultural expectations.

4.2.1 Localisation Strategy

> Adapted Product Portfolio:
IKEA should adapt key product lines to resonate with UAE consumers. Examples
include modular seating inspired by Majlis, larger sofas and beds for villa-style living,

and outdoor furniture that withstands high temperatures. Decor items inspired by
Arabic calligraphy and Emirati art can further enhance cultural alignment.

» Store Localisation:

For example, in-store adaptations include bilingual signage, family-oriented spaces,
and prayer rooms. Room settings can be designed with local architectural elements
to help customers visualize IKEA furniture within UAE-style homes.

» Cultural Promotion:

Launching limited-edition collections for Ramadan and UAE National Day, plus
collaborations with local designers, would enhance emotional resonance and signal
cultural respect.

16



> Outcome:

Localisation enhances brand acceptance and ensures IKEA appeals to UAE
nationals, expatriates, and culturally diverse households.

4.2.2 Digital Strategy

The UAE is one of the most digitally advanced markets in the world, and hence,
IKEA has to use technology to provide a seamless omnichannel experience.

> Digital Enablers:

The IKEA UAE App would need to integrate augmented reality room planners, local
e-wallets such as Apple Pay and Samsung Pay, and enhanced search functions.
Partnerships with Amazon AE and Noon will raise product visibility.

> Delivery & Service Digitalisation:

Live delivery tracking, express 24-hour delivery options, and QR-based in-store
navigation are all services that increase convenience manyfold and should be made
available to customers.

> Social Media Marketing:

Influencer collaborations should be done on high-engagement platforms like TikTok
and Instagram, along with user-generated content using hashtags like
#MylKEAStyleUAE and design inspiration reels.

» Outcome:

A robust digital ecosystem amplifies brand differentiation and customer engagement
through every online and offline touchpoint.

4.2.3 Brand Positioning

Positioning by IKEA in the UAE should clearly communicate Scandinavian design
values, emphasizing affordability and family-oriented living.

Positioning Statement:
"Affordable Scandinavian design for every home in the UAE."

The position would align with consumer expectations of modern, functional, yet
affordable furniture, targeting especially young families and expatriates.

4.3 Organisational Structure & Human Capital

People are at the heart of IKEA's execution capability. The organisational structure
must foster efficiency, cultural inclusion, and service excellence.

» Focus on Hiring:

IKEA should hire a diverse workforce of both Emirati and expatriate talent, backed by
UAEisation programs. Recruitment of the best talent with strong design, retail, and
technical skills ensures service quality.
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» Training & Development:

The IKEA Learning Portal can provide systematic training in product knowledge,
digital tools, customer service, and leadership. Cultural sensitivity training will also
help expatriate managers to lead effectively within the local norms.

> Employee Value Proposition:

Competitive compensation and career growth, combined with a Scandinavian
management culture, will further support employee retention and engagement.

» Organisational Culture:

IKEA needs to instill global values such as simplicity, sustainability, customer
obsession, continuous improvement through regular team meetings, innovation
workshops, and recognition programs for employees.

4.4 Financial Plan — High Level

The financial model contemplates initial high investment followed by steady revenue
growth. Early capital will go to new stores, fulfilment centres, digital platforms, and
marketing. Operations scale up and profitability strengthens from Year 3 onwards
when cost efficiencies materialize.

4.5 Value Chain Implementation
The efficiency of IKEA UAE's value chain needs to be improved in several areas.

» Inbound logistics: Major UAE ports and consolidated warehousing

» Operations: Utilize automated stock and checkout systems.

» Outbound Logistics: Extend home delivery, click-and-collect, and Al-based
routing.

» Marketing & Sales: Focus on digital-first campaigns.

> Service: Sell assembly, installation, and reliable after-sales support.

Support activities are comprised of HR, procurement, technology, and infrastructure.
These need to support the primary activities if operational coherence is to be
maintained.

Conclusion

Section 4 encompasses a structured, multi-year implementation plan built on digital
innovation, cultural localisation, operational excellence, and sustainability. These
pillars ensure IKEA achieves scalable, profitable, and culturally aligned growth in the
UAE.
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SECTION -5

5. Performance Evaluation Framework

The BSC provides an all-inclusive mechanism for monitoring performance, through
four dimensions: Financial, Customer, Internal Processes, and Learning & Growth, to
assure proper alignment between the strategic vision and the operational execution.

Table 2: Balanced Scorecard for IKEA UAE

Perspective Focus Key Performance Indicators (KPIs)

Revenue per store, operating margin,
Financial Market performance & profitability logistics cost reduction, ROI, break-even
period

CSAT, NPS, loyalty membership growth,
Customer Experience & satisfaction repeat purchase rate, delivery
satisfaction

Order fulfilment time, inventory

Internal Processes Operational efficiency accuracy, digital app usage, delivery
lead time

Employee retention, training hours,
Learning & Growth People & innovation digital skill certifications, innovation
metrics

5.1 Financial Perspective

The financial dimension assesses whether the UAE expansion generates
sustainable economic value. IKEA should strive for 10-15% year-on-year revenue
growth, with a considerable increase in e-commerce sales. Leading indicators that
guarantee this performance include operational efficiencies such as a 12% reduction
in delivery costs and enhancement of inventory accuracy. Profitability shall become
positive by Year 2 or 3, depending on demand and cost management outcomes.
These measures ensure that the expansion is economically viable and scalable.

5.2 Customer Perspective

Long-term market success is determined by customer satisfaction and loyalty. IKEA
needs to strive for a CSAT above 90% and an NPS above 50, indicating great
enthusiasm from customers. Loyalty-programme membership growth will be tracked,
along with repeat purchases and digital-engagement metrics such as app usage and
delivery satisfaction, to refine IKEA's customer-focused strategy. This will ensure
IKEA retains its brand relevance among the many different demographic segments,
including families to young professionals.

5.3 Internal Process Perspective

Efficient internal processes drive operational excellence. IKEA should achieve less
than 48-hour order fulfilment times and maintain inventory accuracy at 97-98%. The
digital adoption of mobile POS systems, warehouse automation, and app-based
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services drives further speed and reliability improvements. Innovation metrics include
the frequency of launching localized products and rapidly rolling out services to UAE
consumer needs.

5.4 Learning & Growth Perspective

IKEA's long-term competitiveness depends on its people and the culture of
innovation. Key indicators include more than 40 hours of training annually per
employee, strong retention, and growth in Emirati workforce participation. Digital skill
certifications ensure readiness for future technological advancements. Employee
happiness scores and participation in innovation programmes reflect organisational
health and commitment to continuous improvement.

Conclusion

The Balanced Scorecard will ensure that IKEA's expansion in the UAE is aligned
with its financial objectives, customer expectations, operational excellence, and
workforce development. Individually, each of these indicators forms one aspect of an
integrated measurement system supportive of strategic adaptation and continuous
success.

SECTION -6

6. Recommendations

Based on the performed strategic analysis—PESTEL, Porter’s Five Forces, VRIO,
Diamond Model, and Ansoff Matrix—the following six key recommendations are
suggested to ensure the successful expansion and long-term competitiveness of
IKEA within the UAE:

6.1 Adopt a Hybrid Market Expansion Model: Full Stores + Compact
Studios + Click-and-Collect

IKEA should not focus exclusively on large-format stores, considering the high real-
estate costs and changing consumer preferences. A hybrid expansion model
ensures accessibility coupled with operational efficiency by combining:

» The full-sized stores in major cities such as Dubai and Abu Dhabi allow for
complete brand immersion.

» |IKEA Planning Studios in malls and densely populated communities, offering
customised design services

» Click-and-collect points in smaller emirates to extend the reach without heavy
capital investment.

This multi-format approach maximizes convenience, ensures deeper market
penetration, and minimizes fixed costs while maintaining the relevance of IKEA in the
omnichannel-driven retail environment.

6.2 Deep Product and Experience Localisation

Localisation is key to emotional relevance. IKEA needs to curate products and in-
store experiences that reflect UAE cultural norms, design preferences, and climate-
specific needs. This includes:
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Maijlis-style seating, low cushions, and family-oriented layouts.

Heat-resistant outdoor furniture suitable for UAE weather.

Arabic-English bilingual signage, prayer rooms, and family-oriented zones that
express local lifestyle and values.

» Collaboration with Emirati designers in creating limited-edition collections
during cultural events, such as National Day and Ramadan.

YV V VY

This will increase the acceptance of IKEA due to cultural integration and differentiate
it from global competitors devoid of local adaptation.

6.3 Strengthen Digital Transformation & Omnichannel Integration

UAE consumers seek a seamless retail experience enabled by technology. IKEA
should build its digital ecosystem by:

More powerful IKEA UAE App with AR/VR room planners.

Integration with local e-wallets and digital banks.

Real-time delivery tracking and Al-assisted customer service.

Partnership with Amazon UAE, Noon, Careem, and Talabat for faster visibility
and delivery.

YV VYV

A strong digital ecosystem would raise customer satisfaction, improve convenience,
and capture the highly tech-savvy market of UAE.

6.4 Construct a circular sustainability model in tune with UAE Vision 2050

Sustainability enhances reputation and aligns IKEA with national goals.
Recommended initiatives include:

» Solar energy installations at stores/warehouses.

» Large-scale take-back, repair, recycling, and upcycling programmes.
» Local sourcing of sustainable materials where possible.

» Public workshops promoting DIY repair and sustainable living.

This also reinforces IKEA's sustainability leadership globally and enhances long-term
cost efficiency.

6.5 Enhance HR Development and UAEisation Initiatives
Human capital is crucial to ensure service excellence. IKEA should:

» Employing and training more Emiratis while offering them highly attractive
career pathways

» Upskill staff in interior design, customer service, and digital tools by utilizing
the IKEA Learning Platform.

» Cross-cultural training for expatriate managers will ensure culturally sensitive
leadership.

» Provide good career progression-Thereby retaining the talented employees.

This enhances the institutional capacity, regulatory compliance, and credibility of an
institution within its local market.
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7. Conclusion

IKEA's strategic expansion into the United Arab Emirates presents a very significant
growth opportunity founded on solid macroeconomic fundamentals, state-of-the-art
infrastructure, and changing consumer lifestyles. The political stability of the UAE, its
high GDP per capita, a large population of expatriates, and a rising demographic of
youth make it one of the most compelling retail markets in the world. Beyond that,
the country's drive toward digital transformation and sustainability closely resonates
with IKEA's global values and long-term goals.

The external analysis confirms that strong competition exists—particularly from
regional furniture chains as well as online platforms—but IKEA's global brand equity,
advanced logistics, digital capabilities, and value pricing provide clear competitive
advantages. The Porter's Diamond Model suggests the UAE has a world-class
logistics network, strong demand conditions, and supportive industries; these allow
IKEA to scale effectively in this country. The VRIO assessment confirms the following
factors that give IKEA distinctive strengths to leverage in the UAE: its global supply
chain, strong brand, digital capabilities, and sustainability practices.

A focused differentiation approach, enabled by localisation, omnichannel retailing,
and sustainability commitments, will work best for the UAE market. The Ansoff Matrix
further supports Market Development-expanding geographically within the UAE-and
Product Development-localised product offerings-as the best option. This entry
through multi-format stores and digital expansion offers an optimal balance of
growth, cost management, and customer access.

Basically, this would involve a structured implementation plan comprising phased
geographic expansion, investments in digital transformation, strong human capital
development, and operations led by sustainability. For continuous improvement with
strategic alignment, the BSC presents a rich and integrated framework to track
performance from the dimensions of finance, customer, internal process, and
learning.

In conclusion, IKEA is exceptionally well-positioned to strengthen both its footprint
and long-term profitability in the UAE by embracing cultural localisation, expanding
digital ecosystems, investing in human capital, and aligning with national
sustainability goals. With disciplined execution, IKEA UAE would be well on the way
to ensuring commercial success and making a meaningful societal impact.
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9. Appendix

Figure-1 UAE Home Furniture Market Size & Growth
(www.mordorintelligence.com, n.d.)

UAE Home Furniture Market Size and Share

UAE Home Furniture Market
Market Size in USD Billion
CAGR 4.20%

UsD3.428

usD2.788

2025

Source : Mordor Intelligence A SN

[View Global Report ] [ Select Another Geography VI

Market Overview

Study Period 2019-2030
Base Year For Estimation 2024

Forecast Data Period 2025-2030
Market Size (2025) USD 2.78 Billion
Market Size (2030) USD 3.42 Billion

Growth Rate (2025 - 2030) 4.20% CAGR

Market Concentration Medium

*Disclaimer: Major Players sorted in no particular order

Major Players

Figure 2: Porter’s Diamond Model

Porter's Diamond Model - UAE Competitiveness

Factor Conditions

Firm Strategy,
Structure & Rivalry
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Related & Supporting Industries
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Table 1: VRIO Summary of IKEA’s Key Resources

Resource / Capability Valuable? Rare? Inimitable? Organised? Assessment | Competitive Implication

Sustainable competitive advantage
Yes Yes because rivals cannot replicate scale or
efficiency.

Demacratic Design Strong but time-bound advantage;
e N O e N

Figure 3: IKEA UAE Expansion — 5-Year Implementation Timeline

IKEA UAE Expansion - 5-Year Implementation Timeline (Gantt Style)

Phase 3: Sustainability Integration -
Phase 3: Market Leadership - -
Phase 2: Warehousing _
Phase 2: Regional Expansion _
Phase 1: Fulfilment Upgrade _
e —

Phase 1: Market Entry -

1 2 3 4 5
Years

Table 2: Balanced Scorecard for IKEA UAE

Perspective Focus Key Performance Indicators (KPls)

CSAT, NPS, loyalty membership growth,

Customer Experience & satisfaction repeat purchase rate, delivery
satisfaction

Employee retention, training hours,
Learning & Growth People & innovation digital skill certifications, innovation
metrics
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