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Abstract 

 

Title:                        Foreign Market Entry Strategies 

                                 A case study of IKEA entering Indian market 

 

Purpose:	 	The purpose of this study is to describe factors that need to be considered 

when entering Indian market.	

Research Questions:   

(1)  How does IKEA handles its market entry strategy in India? 

(2)  What are the barriers for IKEA in Indian market? 

(3)  Why is IKEA interested in Indian market? 

 

 

Methodology: This thesis has a deductive approach and a qualitative research method. 

The authors conducted a semi-structured interview with IKEA’s Managers and as well 

gathered information from the company’s website, google scholar and Linnaeus 

University library. 

 

Conclusion:  According to the study findings and the analysis results, it was identified 

that IKEA takes into consideration different factors when entering the Indian market 

and in order to overcome these barriers IKEA consider sourcing locally and also uses 

franchising as a mode of entry to minimise any potential risk. 

 
Keywords 

Globalization, Emerging Markets, Foreign Market Entry Strategies, Market Entry 

Modes, Franchising. 
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1. Introduction 

This chapter provides an introduction to the subject of this thesis, which is foreign 

market entry strategies of IKEA in the Indian market. Furthermore the chapter 

describes the subject connection with previous research on the same field of study in 

order to give the reader an in-depth understanding. It further describes the problem 

discussion, purpose, research questions and the delimitation. 	

1.1 Globaliation	

Globalization is a complicated process because it involves rapid social change that is 

transpiring simultaneously across a number of dimensions, in the world; politics, 

economy, communications, culture and physical environment, and each of this 

metamorphosis interact with each others (Tomlinson, 1999). It escalates the 

interdependence and competition between the firms (Hartungi, 2006). Companies have 

become disappointed with sales in old markets, new marketplace must be found (Levitt, 

1993). International expansion can facilitate organization in the development of skills 

and competencies that help the firms to achieve competitive advantage (Zahra et al. 

2000). It is important for companies to expand internationally into new or existing 

markets (Kotler & Armstrong, 2014). 	

1.2 Emerging Markets	

Kvint (2010) defines emerging markets as a society transitioning from a dictatorship to 

a free economy, with growing economic flexibility, continuous integration with global 

markets, an increasing middle class, developing standards of living, social stability and 

tolerance, as well an increase in collaboration with multilateral institutions. Bang et al. 

(2015) explains that by 2030 the world’s population is expected to be nine billion, and 

emerging markets will be home to the 90% of the population. Further, it was stated that 

the annual consumption of emerging markets predicted to rise $30 trillion by 2025, 

which was $12 trillion in 2010, and the significance of emerging markets has increased 

and thus captivate the consideration of corporations. Bang et al. (2015) further argues 

the characteristics of emerging markets.  

● Physical characteristics in term of inadequate commercial infrastructure 
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● Unique social political and economic characteristics in terms of political 

instability 

● Inadequate legal framework  

● Weak social discipline 

● Unique cultural characteristics 

● Limited personal income besides influential role of government in the economic 

life  

Nakata and Sivakumar (1997) stated that emerging markets are attractive for two main 

reasons out of which first reason is the potential for instantaneous added sales increases 

while the second is non-maturation of the market. BRICs (Brazil, Russia, India, and 

China) expected to be the larger force in the world economy and are identified as most 

common emerging markets that offer great opportunities for internationally expanding 

businesses (Zulu-Chisanga et al. 2016; Enderwick, 2012; Wilson & Purushothaman, 

2003). BRIC countries lead in the list of the most desirable investment location of 

emerging markets (Enderwick, 2009).	

1.3 India as Emerging Market	

According to World Bank (2016) India is home to 1.295 billion people and the world's 

fourth-largest economy and also the world's largest democracy with the GDP of $2.049 

trillion. Narang (2010) argues that India is one of the fastest growing emerging 

economy in the world. It has total retail sales of $925 billion, the retail market expected 

to grow $1.3 trillion by 2020, and also the GDP is expected to grow at 8 percent in next 

three years, which makes India the world’s fastest-growing and leading developing 

economy (ATKearney, 2015). The consumer and investor sentiment has been increased, 

as the pro-reform government policies under the leadership of Narendra Modi (ibid.). 

Modi and his government determined their target of improving its Ease of Doing 

Business ranking from 142nd to 50th in the next two years (ibid.). International retailers 

focusing on single-brand formats in India, where 100% FDI (foreign direct investment) 

is allowed, Walmart opened a new outlet in Agra in 2015 and also plans to open 50 

more wholesale stores in next five years and Germany's Metro will increase three times 

their wholesale stores to 50 by 2020 (ibid.). Many other single-brand retailers such as 

Danish retailer Bestseller, Japan-based Asics, and french fashion brand Sisley are also 

going to increase the numbers of their stores; Nike has up to 400 franchise locations in 
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India and IKEA which is also sourced locally, is going to open their first store in 

Hyderabad (ibid.).  

1.4 Foreign Market Entering Strategies	

Belu and Caragin (2008) argues that entering new foreign markets may be accomplished 

in a different of ways. Each of these ways have its unique effect on the company in 

terms of organizational and financial capabilities. Oftentimes, entering international 

markets is not matter of choice but essential to be competitive in new or established 

markets. Entering into a new market is firm's most important and strategic decision for 

the organizations (Boso et al. 2016; Erramilli, 1991). Several aspects are considered to 

be imperative in the attractiveness of a foreign market: market growth, market size, 

servicing cost, competition, and the host country’s political, social and economic 

environment (ibid.). 	

Doherty (2007) argues that franchising is a business format that is extensively 

recognized globally, International franchising gives industries a magnificent opportunity 

for market expansion and franchising is being employed increasingly by international 

firms as a mode of entry when moving into international markets (ibid.). In franchising 

firm’s franchise their store concept and brand in return they get franchising fee and 

margin on the product sold (ibid.).	

According to Ulf Smedberg, IKEA India marketing manager IKEA will open their first 

store in Hyderabad, India in 2017. Therefore, this project will be concentrating on the 

discribing factors that need to be considered when entering Indian market. All these are 

the idea behind this paper that has motivated the authors to conduct a research study of 

the Indian market 

1.5    Problem Discussion	

Selecting the most appropriate mode for entering or expanding in a foreign market is a 

crucial and strategic decision for an international firm (Osland et al. 2001). Improper 

entry mode selection may result in financial loss and disastrous entry as experienced by 

Merrill Lynch in Japan (Hill, 2002). Merrill Lynch was unsuccessful in its initial entry 

mode to Japan because it adopted an approach that was inconsistent with the restrictive 

and conservative legislation in Japan at that time (ibid.). The experience here implies 
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that even if a company has been successful in the past, success cannot be guaranteed 

when it comes to advancing internationally and doing business with different countries 

or culture (ibid.). Gallego et al. (2005) states that as a result of increase in international 

competition that can be generally noted in all sectors, internationalisation is now a 

growth option for almost all companies throughout the world, irrespective of their size 

and in order to understand internationalisation process, three questions must be 

considered: where to internationalise? When? And how to internationalise?(ibid.).Many 

companies enter foreign market due to the desire to increase sales, profitability, gain 

more potential customers, create brand awareness or to introduce their products or 

services to new customers (ibid.). Meanwhile, Isa et al. (2012) stated that some of the 

factors that can influence the foreign market entry strategies includes the distance 

between the home and the host country, the attitude and intervention of the host 

government, existence of other foreign competitors, trade barriers, political stability, 

environment, infrastructure and economic growth. On the other hand, risk management 

perception also plays a very crucial role in the firm’s decision before entering into a 

foreign market based on their internal knowledge and experience acquired (ibid.).	

Kamau (2011) argues that various alternative entries strategies can be used to enter into 

foreign market, these strategies can be through joint ventures, Greenfield project, 

mergers, acquisition, exporting, strategic alliance, foreign direct investment, whole 

subsidiary ownership and franchising.                                      	

Unlike other several alternatives entries strategies, franchising offers companies 

opportunity to expand their market base especially those firms that have services that 

are more cumbersome to export (Altinay & Wang, 2006). Franchise is a contract 

granted by regional or national body giving a right to operate one of their channels 

within specified areas, based on payment of an initial percentage of sales by using the 

parent company merchandising and advertising, equipments and supplies (Constance & 

Lieberman, 2002). Furthermore, according to Salar and Salar (2014) franchising 

eliminates the problem of entering into a new market by providing the franchisee the 

franchisor's entire business format and easy access to financial support due to the low 

failure risk rate in franchising, banks and other financial institutions provides credits to 

the franchisee 	
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From the above discussion, more knowledge is needed on this phenomena to describe 

the most appropriate entry mode strategies that a firm should use when entering into a 

foreign market including factors that may influence the choice of entry strategy and the 

challenges that such a firm would encounter due to different barriers. 	

 1.6    Purpose	

The purpose of this study is to describe factors that need to be considered when entering 

Indian market.	

1.7    Research Question	

● How does IKEA handles its market entry strategy in India? 

● What are the barriers for  IKEA in Indian market? 

● Why is IKEA interested in Indian market? 

 

1.8    Delimitation	

This study was delimited to only focus on Swedish furniture company IKEA market 

entry strategy into Indian market. Focusing on only one entry strategy has delimited the 

authors from inspecting other entry modes potentially. Furthermore, delimitation to only 

focus on  indian furniture market has also streamlined this thesis to a smaller portion of 

other potential market that could be of interest.	
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2.      Theoretical Framework	

This chapter provides an indepth explaination to the theoratical framework for this 

thesis, it focuses on different theories and concept which are applicable to foreign 

market entry strategy.	

2.1 Market Entry Strategy	

When a company decides to expand its customer base and market share, such company 

designs a suitable structure that serves as a guide to reach the target market (Carazo & 

Lumiste, 2010). 	

Although, there has been several  research works on market strategy with different 

opinion and views on what market strategies are based on (ibid.). Wright et al. (2005) 

argues  from the host country economy perspective, insinuating that the economy of the 

host country has more effect in shaping firms strategies such as foreign market entry.  	

Furthermore, firms market entry strategy should not only be based on firms capability 

and industry conditions but a combination of all other factors including institutional 

factors (Peng et al., 2008).	

	

2.2 PESTLE	

PESTLE analysis is a tool used in analysing the macro-environment of a foreign 

market, it is an acronym for political, economic, social, technological, environmental 

and legal factors respectively (Burt et al., 2006). Analysing the macro-environment of a 

foreign market, helps in guiding the firm in decision making (Pindince & Ionita, 2013). 	

Political factors.	

Political factor are factors that can affect a firm's operations and decision making in an 

international environment (Doole & Lowe, 2008). This factors include government 

policy which directly or indirectly affects the economy, subsidising firms, availability of 

infrastructure and other political  decisions (Gillespie, 2007).	

Economic Factors	

It is important for firms to have the knowledge about a country's economic policies  and 

the direction in which the market is advancing (Doole & Lowe, 2008). A country's 
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economic factors consist of  changes in taxes, exchange rates, inflation, interest rate and 

economic growth (Gillespie, 2007).	

Social factors	

Social factors such as demography, standard of living, socioeconomic class, language, 

religion, social organisation, values and attributes are all characteristics of a country's 

social factors (Doole & Lowe, 2008). Any slight changes in social trends can have a 

significant impact on firm's product demand ( Gillespie, 2007).	

Technological Factors	

Technological factors implies a foreign country's technological environment, the 

technological environment often changes rapidly, companies must be aware of the 

different trends in technology (Kotler & Armstrong, 2014). 	

Legal Factors	

These are factors that affects firms internalization process when not taken into 

consideration, they includes local domestic laws, home domestic laws and international 

laws (Doole and Lowe, 2008).  	

Environmental Factors	

Environmental factors such as pollution, waste disposal, water and energy consumption 

contributes largely to weather and climate change in a specific environment (Gillespie, 

2007). Many firms activities has contributed to global warming, this has created a need 

to protect the environment (ibid.). Environmental policies such as high tax levy on 

manufacturing firms and also fines on firms who do not comply with individual country 

environmental laws  is imposed by government (ibid.).	

2.3  Internalization Barriers	

Globalization coupled with economic integrations, growing domestic economies, liberal 

trade policies, transportation and communication, has contributed to firms 

internationalisation (Leonidou, 1995). Although international organization still 

encounter some challenges such as governmental policies, high tariffs and quotas (Su, 

2003). Other international barriers that could pose a challenge to international 
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companies is export barriers and  it involves both internal and external factors that 

hinder a firm's exporting activity (Ortega, 2003).	

These factors are categorised into four sources which are internal resource constraints, 

export knowledge, exogenous variables and procedural barriers (Ortega, 2003; 

Ramaswami & Yang, 1990). These factors affect a firm's export performance and are 

explained in details below:	

Internal resource constraints	

This refers to a firm's ability to possess or acquire different resources  in order to be able 

to carry out its export activity, the internal resource constraints are lacking or limited 

financial resources, insufficient  production capacity and unavailability of personnel for 

exporting activities (Ortega, 2003). In addition, lack of external resources such as 

financial institution's inability to support firms, international activities; other local credit 

or trading firm's inability to foster indirect export activity of manufacturers (Su, 2003).	

Export knowledge	

Export knowledge implies lack of information and knowledge relating to different 

aspects of export activity (Ortega, 2003). Firms with prior exporting knowledge and 

experience already possess an awareness of the emerging opportunities of export 

barriers (Baum et al., 2011). This will further help such company to manage any 

potential challenges and give a greater insight into the foreign market (Carpenter & 

Fredrickson, 2001).	

Exogenous Variables	

This is characterised with the uncertainties and inability to predict international markets; 

due to other players who are competitors, foreign governments, supply and demand 

(Ortega, 2003) The activities  of this player in the market increases the uncertainties of 

such international markets (ibid.). 	

Other factors such as political instability in foreign markets, fluctuation in exchange rate 

also poses as a risk to international companies when investing in a country with 

increased exogenous variable (Baum et al., 2011). 
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Procedural barriers	

Procedural barriers are obstacles relating to the export activity, it arises either from the 

firm's domestic market or the foreign markets (Ortega, 2003). This barrier could be 

documentation, import tariffs, quality control and safety standards, transportation and 

distribution difficulties in a foreign market Procedural (Leonidou, 1995). Furthermore, 

procedural barriers can be divided into two types; controllable and uncontrollable, the 

controllable procedural barriers are easily contained with the right knowledge and 

experience on the part of the international company while uncontrollable procedural 

barrier involves case by case decisions and not dependent on experience (Ortega, 2003). 	

2.4 Market Entry Modes	

When a firm decides to enter a new market,vital strategic decisions on the suitable entry 

mode is decided (Herrmann & Datta, 2002). The firm uses different entry mode when 

entering a foreign or new market (ibid.). Choosing the right entry mode is vital in the 

firm's internationalization process; a firm's entry mode choice determines the amount of 

resource commitment required, affects firm control of foreign operations and 

investment risk (Zhao et al., 2004).  	

When firm establishes an entry mode, it is difficult to correct or change, leading to a 

long term consequences for such firm (Petersen & Pedersen 1999). Chosen entry mode 

has significant consequences on firms' performance in a foreign market (Canabal & 

White, 2008). This is because emerging economies are known to be characterized with 

less integrated marketing institutions, fewer locational advantages based on creating 

assets such as infrastructure and human capital (Meyer et al., 2009).  

There are different entry modes a firm can use when entering a foreign market, Pan and 

Tse (2000) categorised the different entry modes under two categories which are: equity 

and non-equity. The equity modes includes wholly owned ventures, acquisitions , 

greenfields and joint ventures (ibid.). The equity modes requires a high level of control 

which is often carried out from the firms headquarter, this is due to the fact that equity 

mode involves  a large investment requirements (ibid.). 
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The non-equity modes includes contractual modes which are licensing, alliances, R&D 

contracts; this modes requires  a lower level of control because they are not investment 

intensive (ibid.). 

Furthermore, the different entry modes can be categorised based on flexibility, level of 

risk and control and it contributes to the firm's  level of involvement in international 

operations (Doole & Lowe, 2008). These three factors are further explained in details 

below:	

Flexibility	

Due to  many unpredictable changes in foreign market, international companies must be 

able to recognise pre-eminent changes in the external environment and thus respond fast 

to such changes (Shimizu et al., 2004).	

Level of risk	

During a firm's internalization process, one of the crucial determinants of the entry 

mode choice is the level of risk in that foreign market; international companies take into 

consideration different risk, such as unstable political environment and currency 

fluctuation (Doole & Lowe, 2008). 	

Control	

A firm needs a certain level of control on its operations and decisions in a foreign 

market; a firm’s control is defined as its ability to exert a certain degree of authority on 

operational and strategic decisions on its foreign operation (Rajan & Pangarkar, 2000). 

In addition, a firm's level of control is one of the determining factors in assessing the 

risk and return of investment in a foreign market (Blomstermo et al., 2006).	

2.5 International Experience	

For a successful internalisation process, firms need to acquire experiential knowledge 

and the desire for experiential knowledge contributes to many firms investing in new 

markets (Hadley & Wilson, 2003). In addition, Blomstermo et.al. (2004) defines 

international experience as the knowledge a firm acquires from foreign marketplace 

over a long period of time. It has been observed that internalisation process, the foreign 
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market entry and decision making in firms is due to the amount of accumulated 

knowledge from international market (Petersen & Pedersen, 1999). 	

Furthermore, the knowledge gained from experience is known as experiential 

knowledge; experiential knowledge is a combination of all forms of knowledge a firm 

accumulates by being active in a foreign market (Zahra et al., 2000).  Firms actions in 

the process of internationalisation are as a result of the accumulation of experiential 

knowledge, as lessons learned from experience are used in future decisions (Eriksson et 

al., 2000). 	

In addition, experiential knowledge is vital when a firm decides to invest in a foreign 

market, such knowledge can therefore be utilized in the development of any business 

problems and facilitates development of an alternative method or action; evaluation of 

the alternatives and finally a selection among them (Oghazi, 2014; Blomstermo et al., 

2004). 	

According to Blomstermo et. al. (2004), experiential knowledge can be transformed to 

objective knowledge. However, in decision making by firms, it's suggested that 

experiential knowledge is more vital than objective knowledge (Hadley & Wilson, 

2003). Experiential knowledge is mainly concerned with subjects such as customer 

characteristics, market (competitors), culture and distributive structures  while objective 

knowledge is more of statistical tools and market methods (Hilmersson & Jansson, 

2012).	

Moreover, experiential knowledge helps in minimizing a company’s  perception of 

market risk or any uncertainty; this in turn supplement the firm's commitment to 

international markets (Parida et al. 2016; Hadley & Wilson, 2003). Factors such as the 

firm's activities, relationship with its network or external actors are important for the 

accumulation of experiential knowledge (Anokhin et al. 2016; Blomstermo et al., 2004). 	

In addition, a firm's network or external actors must be able to acquire experiential 

knowledge of the firm in order to have an impact on the firm's internalisation process 

(Philipson & Oghazi, 2013; Hadley & Wilson, 2003). Essentially, firms and market 

experience are both important because any delay in generating experiential knowledge 

at the firm market level or external actor to firm level will result in  regressive firms 

internalisation process (Hadley & Wilson, 2003).	
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2.6  Franchising	

Different definitions of franchising has been proposed by various researchers on foreign 

market entry mode; franchising is defined as a contract based relationship between two 

firms, with a parent company (the franchisor) giving another firm (the franchisee) the 

right to sell their products in a specific way and location for a given period in return for 

a payment (Tracey & Jarvis, 2007). Franchises manage the outlets using the franchisor's 

business model while the franchisor provides managerial assistance, training, and 

performance monitoring (ibid.). Furthermore, Alon (2006; p. 67)  elaborated more on 

the subject that “franchising is the most popular methods for international franchisors; 

it’s a mode of entry into an international market with minimal financial risk and a quick 

go-to-market strategy”.	

The franchise system provides an effective mix of skills, centralisation and operation 

decentralisation while a country’s acceptance or knowledge of franchising is an 

opportunity for its development (Ghauri & Cateora, 2010 ; Alon, 2006). 	

For a successful franchise, two important components have to be considered which are 

franchise agreement, and franchise context (Lee 2003). The two components of 

franchise are explained in details below:	

Franchise Agreement	

Franchise agreement is a right and identity granted by the franchisor to a franchisee 

directly or indirectly; both parties depending on the franchise agreement can implement 

different types of franchise structure (Lee 2003). There are three different categories of 

franchise agreement: master franchise, licensing and joint venture (Alon, 2006).	

 Franchise Context	

The franchise context is made up of two different formats, which are the business 

format franchising and manufacturing franchise (Erogolu, 1998). The company's 

decision to enter a new market using franchising as a mode of entry should also 

consider the pros and cons of franchising (ibid.). In addition, Salar & Salar (2014) were 

able to highlight more on the advantages and disadvantages of adopting franchising as a 

mode of market  entry strategy.	
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Franchising advantages	

● One of the main drivers of franchising is the royalty fee. 

● Brand recognition; franchising allows the franchisor to gain a quick 

establishment to the foreign market environment aided by the use of other 

people's money and credit. 

● Ready customer portfolio. 

● Easy set up;  franchising eliminates the problem of entering into a new market 

by providing the franchisee the franchisor's entire business format i.e marketing 

strategy and plan, operating manuals and standard quality control and continuing 

two-way communications. 

● Easy access to financial support; due to the low failure risk rate in franchising, 

banks and other financial institutions provides credit to the franchisee (Salar & 

Salar, 2014). 

  Franchising disadvantages	

● Problems as a result of incompetent management 

● When it comes to managerial matters, there can be potential sensitivity between 

franchisor and franchisee which could result into a court case. 

● The franchisor and the franchisees interest may not always correlate, this might 

create reasons for legal  conflicts (Salar & Salar, 2014). 

 

2.7 Market Conditions Favoring Franchising	

Alon (2006 ) suggests three factors likely to influence franchisors mode of entry: 

economic, social and political/legal dimensions.	

 Economic Environment	

The economic environment signifies the host country environment in relating to 

franchising as market entry mode, there  are three economic variables which influence 

the franchisors mode of entry; market size, intensity of competition and demand 

variability (Alon,  2006). When a company decides to use franchising as market entry 
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mode the above mentioned variables has to be considered (ibid.). Below is further 

explanation of each economic variables.	

Market Size and Growth Rate	

Market size  and growth  rate are important parameters when a firm decides on its mode 

of entry; and an increased market with high growth rate is an encouraging factor for 

firms to invest their resources in such market (Alon, 2006).	

Intensity of Competition	

The intensity or nature of competitors has a vital effect on a franchisor's mode of entry 

but entering a license agreement with a local firm can provide the franchisor with vital 

market knowledge (Alon, 2006). 

	

2.8 Cultural Dimensions	

There has been many different speculations about culture, most especially the meaning 

of culture. A general accepted definition of culture among organisational researchers, 

defines culture as norms, beliefs, values, practices  or shared behaviour among a group 

of people, members of an organization or a nation (Pothukuchi et al., 2002). The norms 

represent who the foreign market are and how business and working environment is 

shaped; this can lead to challenging cultural differences, uncertainties for the firm thus 

affecting the entry mode choice of the company (Meyer & Peng, 2005).  	

Other challenges which can affect decision making and the management of personnel  

may arise due to cultural differences;  in a situation whereby an international company 

enters into a contract or partnership with a local firm (Hultman et al. 2008; Drogendijk 

& Slangen, 2006).  For a successful entry mode, it is also crucial for international 

companies to take into consideration not only the new market cultural differences, but 

also its cultural dimensions; these five cultural dimensions have an impact on the 

business environment, given more insight into the cultural distance between the two 

countries (Drogendijk & Slangen, 2006; Sondergaard, 1994). 	
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According to Hofstede (2010), the five cultural dimensions are power-distance, 
individualism versus collectivism, uncertainty-avoidance, masculinity versus 
femininity, long- and short-term orientation.	

Each cultural dimensions are further explained in details below:	

Power distance	

Power distance refers to people's belief and acceptance that power and status are 
distributed unequally; societal issues such as social inequality, having authority by one 
person over others (Hofstede et al., 2010).	

Uncertainty avoidance	

Uncertainty avoidance refers to people's fear of uncertainties such as unstructured 
situations or unknown situations; leading people to certain beliefs and thereby creating a 
barrier  ( Hofstede et al., 2010). This relates to the way a society deals with aggression 
and conflicts (Drogendijk & Slangen, 2006).	

	

Individualism versus Collectivism	

Individualism and collectivism refer to the way in which people are expected to behave 
in the society; Individualism means a situation whereby people or individuals are 
expected to cater for themselves and their nuclear families only  while collectivism 
refers to a situation where people belong to groups or collectivities and are taking care 
of by this group, with loyalty being the basis (Brink & Martensson, 2015; Hofstede et 
al., 2010). Collectivism is based on a society with no self concept instead a “we” 
concept is initiated (ibid.).	

Masculinity versus Femininity	

Masculinity can be defined as a societal emphasis on traditional masculine values such 
as achievements, high earnings, assertiveness, ambition and competitiveness; while 
Femininity refers to societal nature, such as quality of life, nurturing, relationship with 
others before money, helping others and not showing off (Drogendijk & Slangen, 2006).	

Masculinity versus femininity is relating to societal issues such as gender differences 
and roles and how it affects the society self concepts( Hofstede et al., 2010).	

Long term orientation versus Short term orientation	



 

 

 

 
 

16 

Long term orientation gives the ideology of perseverance and adaptation to new 
situation while short term orientation to a degree implies a low tolerance to 
perseverance or change (Thornton et al., 2013).	
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3 . Methodology	

This chapter provides methodology selection used in this thesis, including different 

perspectives on research methods will further be introduced throughout this chapter. 

This will give the readers a clear and better understanding of the work in process.	

	

3.1 Research Approach	

The particular method chosen for a research study depends on the way in which the 

research will be carried out and analysed (Bryman & Bell, 2015). Therefore, in order to 

describe factors that need to be considered when entering Indian market, for this 

research, the types of research approaches that have been used in this study are 

introduced in this section. It includes an illustration between inductive versus deductive 

approaches and qualitative versus quantitative methods.	

3.1.1 Inductive versus Deductive Research	

Inductive approach is data to theory that start with empirical observations, this implies 

that, it is through a process of collecting data, attempts to create patterns, consistencies 

and meaning (Bryman & Bell, 2015). The main purpose of inductive approach is to 

allow researcher to proceed from the major significant theme inherent in raw data 

without the restraints imposed by structured methodologies (Thomas, 2006). More so 

inductive approach ensures a clear link between the research objectives and the 

summary findings derived from the data as well as established that these links are both 

transparent and justifiable (ibid.). According to Newman (2000) inductive approach is 

not designed to test theory but to generate theory and explanations of phenomena which 

starts with: Data collection→ data analysis →conclusions →development of hypotheses 

leading to theory development. 	

In contrast, deductive research is theory to data that start with constructs and make 

predictions about new observations (Bryman & Bell, 2015). Deductive approach refers 

to data analyses that set out to examine whether data are consistent with previous 

assumptions, or theories that was identified by a researcher (Thomas, 2006).	

From the discussion above, the deductive approach is best suited for this study because 

the purpose of the study is to describe different factors that need to be considered when 

entering a foreign market and  since the empirical research conducted for this study is 

guided by qualitative method and the author will use the theoretical framework to 

collect relevant data in order to construct a reliable analysis and conclusion.	
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3.1.2 Quantitative versus Qualitative Research	

Research method can be classified as quantitative res)earch method and qualitative 

research method (Ghauri et al. 2001). According to Carr (1994) quantitative research 

method is an objective, formal and systematic process in which numerical data are used 

to quantify or measure phenomena and produce findings. Few variables are usually 

studied, but on a large number of entities (Oghazi, 2009). 	

On the other hand, qualitative research method is an inductive view of the relationship 

between theory and research which tends to be concerned with words rather than 

numbers (Hultman et al. 2015; Bryman & Bell, 2015). Furthermore, according to 

Newman (2000) research methods that are associated with these types of approach tend 

to be case studies, field studies, ethnographic and anthropological. This study will adopt 

the qualitative method, since it is more suitable for the purpose of this research. The 

authors further illustrated some of the contrasts between quantitative and qualitative 

research method below in order to give the reader a clear understand about these two 

research methods.	

	

   Table 1: Common contrasts between quantitative and qualitative research	

QUANTITATIVE	 QUALITATIVE	

 Meaning derived from numbers	  The meaning expressed through Words	

It is Static	  It is a process	

 It is through theory testing	  It is a theory, emergent	

It is artificial settings	 It is natural settings	

It is structured	 It is unstructured	

It is hard, reliable data	 It is rich, deep data	

It is a point of view of researchers	 It is a point of view of the participants	

  Source: (Bryman & Bell, 2015, p. 416).	

 	

3.2 Research Design	

The researcher should make an attempt to examine the essential elements of a typical 

research process without reference to the qualitative and quantitative paradigms, 

research design is a logic that links the data to be collected and the conclusions to be 

drawn with the preliminary questions about the specific study (Yin, 2009). Based on 
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this, the choice of research design becomes very crucial since it will influence large 

number subsequent research activities (Bryman & Bell, 2007). Research design can be 

classified into three categories, namely, exploratory design, causal or descriptive 

(Ghauri & Grönhaug, 2005).	

Exploratory design is always used for fact finding research that usually carried out at 

the initial stage of a major project in order to clarify the research problem and research 

direction (Yin, 2009). Therefore, by the definition, Newman (2000) argues that 

exploratory factor analysis is isomorphic with the objective and procedures of 

qualitative analysis. One can choose some independent variables to discover if it 

influences a determined variable, which implies that exploratory groups or control 

groups are needed in order to make a further contrast before and after the manipulation 

(Bryman & Bell, 2007).	

Furthermore, the causal research design observes and examine whether one variable 

cause or determine the value of  other variables, while descriptive research design 

answers when, what who, where, when and how questions. Causation and descriptive 

research design could be cross-sectional design that refers to gathering quantifiable or 

quantitative data through means of a questionnaire, survey or interviews within many 

cases and at a specific point in time where several variables could be compared 

(Bryman & Bell, 2007).	

Longitudinal search for specific alterations in contexts, industries or organisations. A 

sample is surveyed many times during different occasions purposely to find the effect of 

independent variables within a specific point in time (Bryman & Bell, 2007).	

In making a choice about which type of research to be adopted for this study, several 

aspects have been taken into considerations due to the purpose of study and the 

objective that has to be reached by using the right approach. After a careful 

consideration of the previous concepts, a descriptive research design was adopted to 

support the research process of this study since it will be built on investigating different 

factors that need to be considered when entering a foreign market . Therefore, 

exploratory approach was eradicated since the study aim is not based on specific 

problem clarification and casual design was unsuitable also because the study won’t 

base upon examine variables against each others. 
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3.3 Data Sources	

Data can be collected during the empirical research in two different sources, secondary 

and primary sources and sometimes data can be collected from both secondary and 

primary sources respectively, but when both sources are used, primary sources are 

frequently used to compliment secondary sources (Oghazi, 2009). Secondary data are 

collected by others for their own purpose and then it is analysed for our own purpose 

(Bryman & Bell, 2015). One of the advantage of  using secondary data is that it 

minimise the cost and ensure faster access to relevant information and the disadvantage 

is that the data were originally collected for a different purpose which may not be 

perfect for the research question under consideration (Hox & Boeije, 2005).	

Meanwhile, primary data are first hand data that are collected mainly for the purpose of 

solving the current problem at hand,it is more specific and direct research 

questions(Bryman & Bell, 2011). Primary data could be time consuming and more 

expensive to gather and sometimes may not bring any positive response from the 

sources but the merit is that the operationalization of the theoretical framework, the 

research design and data collection method can be tailored to research question (Hox & 

Boeije, 2005). For this project work, both secondary and primary sources will be used; 

the authors shall utilise secondary data in the form of documentation and previous 

research, especially by collecting previous studies about IKEA entering different 

foreign markets, company website and past researcher’s documentation. While primary 

data will be in the form of extensive interviews with IKEA’s managers and retailers in 

order to have a clear insight about IKEA’s ways of franchising and different factors to 

be considered when entering the India market. For example, the authors had already 

conducted a semi- structured interview with Lismari Markgren (Marketing Specialist at 

inter IKEA System Service AB), UIF Smedberg (Marketing Manager IKEA India) and 

Anuragi Singhal (Company Secretary/legal specialist) inorder to collect a variety of 

perspective concerning the study.	

 	

3.4 Research Strategy	

According to Yin (2009) The first qualification that determines the research strategy is 

what type of research question is supposed to be answered. A primary way to classify 

the research question is according to” What, Where” Who “How” and “why. However, 
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there are many ways in conducting a research study such as, Experiment, survey, 

archival, history, and case study (ibid.).	

An Experimental research approach aims to categorise if a treatment can affect an 

outcome, this approach is done through exposing a group of people to a certain 

treatment and holds it from another to test how the two groups scored an outcome 

(Creswell, 2014). A survey research approach is normally applied in order to endow a 

quantitative description of  a certain opinions, orientations and attitudes of a population 

by examining a sample of the chosen society (ibid.). On the other hand, the case study 

data collection is usually processed in a continuous time frame and the main reason for 

case studies relies on the eagerness to understand complex social phenomena (ibid.). 

Meanwhile, archival analysis seems to be based on observational procedures that 

expects from researcher to examine accumulated documentation, including achievement 

of the analysed units, while a history research method is much based on collecting 

historical data that have been studied and restored in historical collections (Bryman & 

Bell, 2007).	

Taking the objectives of the study into consideration and connect them to research 

approaches explained above, it is perceived that most of the strategies could be 

applicable. Since the purpose of the study is to categorise the essential factors that need 

to be considered when entering the Indian market, the author has eradicated the use of 

experimental approaches,archival analysis, survey and history due to improper 

measurements and the data collections approach that will not support the needed data to 

achieve the study aim and objectives. Instead, the case study research strategy will be 

applied through studying IKEA because the present study focuses on contemporary 

events rather than a historical one. The case study form will be a single case study rather 

than a multiple case study because of time constraint. 
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Table 2: Different kinds of research strategy available for researchers	

Research 

strategy	

A Form of 

research 

questions	

Require control 

over behavioral 

events	

Focus on 

contemporary 

events	

Experiment	 How, why	 Yes	 Yes	

Survey	 What, where, who, 

how much, how 

many	

No	 Yes	

Archival Analysis	 What, who, where, 

how much, how 

many	

No	 Yes/No	

History	 How, why	 No	 No	

Case study	 How, why	 No	 Yes	

Source: (Yin 1994, p.6)	

 	

3.5 Data Collection Method	

There are six different sources of evidence that are regularly used in conducting case 

studies: Interviews, documentation,  archival records, participant- observation, physical 

artefacts and direct observation (Yin, 2009). It is a elucidate that none of the sources 

above have a perfect merit upon another and using several sources as possible is highly 

supportive and effective in a case study (ibid.).	

This research study will make use of two sources which are documentary and interviews 

to accumulate all the needed data in order to accomplish the aims and objectives of the 

study. Archival records will be used throughout this study, which is normally company 

records, computer files, charts and maps (Yin, 2009). The documentary that will be 

collected will take the form of IKEA’ websites, company presentation and documents of 

Indian market studies. 	

The reason for using documentary is to gather a reliable data that later could be used to 

support the analysis as well as compare it with the interview answers in order to reduce 

the level of bias and increase validity. The second source that will be used throughout 

this study is interviews which is one of the most important and effective sources in 

developing case study information. It is formed as a conversation instead of a structured 

query. The type of interview that will be used in this study will be in-depth interviews 
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with IKEA’s managers and according to Yin (2009). This type of interviews can handle 

the facts of matters including manager’s personal opinion about specific events.	

 	

3.6 Single Case Design	

Several instruments can be used to carry out qualitative research for this study, the 

authors have chosen this research finding through interviews, especially by (e-mail and 

face-to-face interviews) and documentary research. Both sources of evidences will be 

appropriate to gather the data for our findings. Documentary research will help us with 

indirect information while interview will provide us direct information from the 

company; hence both will serve as guidance for data collection and analysis (Newman, 

2000).	

 	

3.6.1 Interviews	

Through interviews the author will further direct information from the company for this 

research study. Interviews are the most reliable research source to acquire information 

for  a research study. One of the importance of the interview is that it gives us new and 

unknown information that could be difficult to get through other sources such as 

journals, books, videos and reports. Though, according to Yin (2009) interview have 

different advantages and disadvantages that should be taken into consideration during 

the preparation to start an investigation. It could be complicated due to bias caused by 

poorly worded questions or the way questions are asked by the interviewer and 

misunderstanding on the part of the interviewer. During the interview process, the 

interviewer needs to follow specific steps to reduce any risk of bias and increase the 

questions quality. Creswell (2014) stated that interviews can be carried out in different 

forms; researchers might conduct face-to-face interviews, and telephone or engage 

focus group interviews containing 6-8 interviewees per group, this type of interviews 

consist of few open-ended and unstructured questions in order to evolve the 

participant’s personal opinion, attitudes and views. Below table showed different types 

of interview approaches that researcher could use to extend their possibilities in order to 

gather as much data as possible. 
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Table 3: Interviews approaches	

Interviews	

Conduct an unstructured, open-ended interview & take interview note	

Conduct an unstructured ,open-ended interview ,audiotape the interview & record it	

Conduct a semi-structured interview, audiotape the interview & record it	

Conduct different kinds of interviews, Face-to -Face, Internet, E-mail, telephone, 

focus group and online focus group	

Conduct a focus group interview, audiotape the interview and transcribe it	

Sources: (Creswell, 2014, p.193)	

	

In order to fulfil the purpose of this study, the authors conducted a semi- structured 

interview with Lismari Markgren (Marketing Specialist at inter IKEA System Service 

AB), UIF Smedberg (Marketing Manager IKEA India) and Anuragi Singhal(Company 

secretary/legal specialist) inorder to collect a variety of perspective concerning the 

study.	

	

3.6.2 Documentary	

According to (Bryman and Bell, 2007), documentary research consists of using text and 

documents from company records, journals, company file, videos and research sources. 

One of the merits of documentary research is that there are many sources that can be 

used to gather information. However, it has some disadvantages such as the data might 

not be as relevant as direct information from a specific company (ibid.). This data 

collection method was chosen because the authors considered that documentary sources 

could give us relevant background information for our research study.	

 	

3.6.3 Operationalization and Measurement of Variables	

The main reason for applying operationalization process is to strictly define variables to 

measure factors which also help to define fuzzy concepts and differentiate each one 

from another according to its meaning (Oghazi et al. 2012; Bryman & Bell, 2011). The 

authors focused on the main part in the theoretical concepts that has direct relation to 

the purpose of the study and simplify it to detailed concepts in order to be more 

understandable and easy to involve while organising the questionnaire. In order to make 
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a clear view of the operationalization process, the authors decided to use a table that will 

the research study more reliable when it comes to quality criteria.	

	

Table 4: Operationalization process	

Concept	 Conceptual 

definition	

Operational 

definition	

Scale	

Market Entry 

Strategy	

Market entry 

strategy is a structure 

that a company uses 

when entering a new 

market (Carazo & 

Lumiste, 2010)	

A measure to 

examine the effect 

of entering the 

Indian market	

Questions 1-8 

(Appendix A)	

Market Entry 

Modes	

An agreement that 

permit a firm to 

implement its 

product market 

strategy in a host 

country by carrying 

out production & 

marketing operation 

there (Sharma and 

Erramilli, 2004).	

A measure that 

reflects IKEA’s 

entry mode choice 

to enter Indian 

market	

Questions 1-8	

(Appendix A)	

International 

Experience	

For a successful 

internalization 

process, Company 

need to acquire 

experiential 

knowledge which 

contributes to many 

firms investing in 

new markets 

(Hadley & Wilson, 

A measure to 

examine IKEA’s 

International 

experience.	

Questions 9-17 

(Appendix A)	
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2003).	

 	

International 

barriers	

Several factors 

outside the company 

environment that 

influences its entry 

mode decision for a 

chosen market. 

These factors help 

firms to determine 

the suitable entry 

mode to choose	

(Ortega, 2004).	

 	

A measure to 

examine the 

following factors:	

v  Market size & growth	

v  Country risk	

v  Trade barriers	

v  Competition intensity	

v  Government 

regulation	

v  Social-cultural 

distance	

Questions 9-17 

(Appendix A)	

 Culture	 Culture is defined as 

a norm, beliefs, 

values, practice or 

shared behavior 

among a group of 

people, members of 

an organization or a 

nation (Pothukuchi 

et al, 2002). 	

A measure to 

investigate how 

cultural distance 

influence doing 

business in a foreign 

market	

Questions 18-23 

(Appendix A)	

 	

 	

3.6.4 Interview Guide	

According to Merriam (1998) the interview can be classified into different types such 

as, structured, semi-structured and unstructured. However, Myers and  Newman (2007) 

argues that the structured interview is normally applied in surveys, the interviewer uses 

a complete script that is prepared previously while in a semi-structured or unstructured 

interviews the script is usually incomplete leaving space for the interviewer to research. 

The interview approach chosen for this thesis has been semi-structured interview. The 

main reason behind this choice is that semi-structured interviews are more open and 
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flexible and it will be the most appropriate approach to attain the needed data to support 

the study aims and objectives.	

More So, Myers and Newman (2007) suggests that during the processing of semi-

structured interview, the script should involve several parts such as preparing the 

opening and the introduction to explain the purpose of the interview, the key questions 

and preparing the closet which can have a follow up request if needed or recommended 

by other people that can be interviewed as well.	

 	

3.7 Data Analysis Method	

The key principle of qualitative research is that analysis should be conducted at the 

same time with data collection which will enhance a progressive focus on interview and 

conclusion (Coffey & Atkinson, 1996). Moreover, there are four different analytical 

methods to use in qualitative research design: Grounded theory, data reduction, pattern 

matching and analytical induction (Bryman & Bell, 2011).	

Grounded theory is a theory which originates from data and regularly collected and 

evaluated throughout the research study, while an analytical induction is based on 

analysing data in which researchers search universal clarification of particular 

phenomena by pursuing the collection of data just before no cases that are contrary with 

a hypothetical description of a phenomenon are established (ibid). The other two 

methods which are data reduction and pattern matching are extremely appropriate for 

data derived from qualitative approaches such as interviews (ibid).	

In this research paper, the methods used for analysing the collected data are data 

reduction and pattern matching approaches as they are  the most appropriate methods 

for the following qualitative research study based on the single case methodology. The 

authors concentrated on transcribing the recorded data which were the interviews with 

IKEA’s Managers, the reason for this process was to organise and coordinate it in order 

to make it easy while arranging for the most relevant data. After the interview has been 

recorded and well arranged, the authors read it to examine the answers as well as reflect 

on its meanings if it covered the needed information to answer the purpose of the 

research study. When the overall results of the interviews are examined properly, the 

authors coded the results by creating matching groups and conditions to clarify the 

common points between the participant’s answers as well as compare them in order to 

confirm its validity level.	
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3.8 Quality Criteria	

The importance of validity in a research and the quality criteria suitable for the study in 

order to measure what is actually supposed to measure is illustrated in this part. It 

consists of four evaluation concepts that are frequently used to express the quality of 

any empirical research and because case studies are involved in this form of research, 

the four tests are equally appropriate for case studies (Yin, 2009). The following 

concepts should be deeply taken into consideration when conducting a case study:	

	

 Table 5: Often applied case study tactics for four design tests	

Tests	 Case study tactic	 Phase of research	

Construct validity	 v  Chain of evidence	

v  Review of draft	

v  Use several sources of 

evidence	

Data collection	

 	

Composition	

 	

Data collection	

External validity	

Internal validity	

 	

 	

 	

 	

v  Use of theory	

Use logic models	

Do pattern matching	

Do explanation building	

Research design	

Data analysis	

Data analysis	

Data analysis	

Reliability	 Develop case study 

database	

Use case study protocol	

Data collection	

 	

Data collection	

Source: (Yin 2009, p.41)	

 	

3.8.1 Content Validity	

A research is considered valid when what was supposed to be measured is measured 

and as well generated the expected results (Louis, Lawrence & Morison 2007). 

According to Bryman and Bell (2011) content validity is perceived as a vital intuitive 

process, it is conducted in order to organise the measure used in a research by asking 

individuals who are experts in the studied field, perhaps the measure used seems to be 
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reaching the concerned concept. Because the authors are using a single case study, this 

research paper will seek to better connect the theoretical framework to our collected 

empirical data and the authors also gave due consideration to the company selected for 

this research that it is relevant to the study and that the chosen company will add to the 

high validity of the research. The authors also believe that if we are able to gather and 

measure the data efficiently for this study, it will hold a great validity.	

 	

3.8.2 Construct Validity	

According to Yin (2007) there are two steps that need to be covered in order to maintain 

the construct validity: The first one is to specify what to be studied and relate it to the 

original objective; the second one is that the selected measure of the phenomenon is to 

be presented and explain how it reflect exact phenomenon. This implies that the purpose 

of construct validity is to create actual operational measurements for the concept that is 

being studied (ibid.). Since our research study will be carried out face-to-face interview 

and also included audiotape the interview and transcribe, all these will serve as an 

advantage for the authors because it does not base on assumption but rather reality data 

collection which help to ascertain construct validity. 	

	

3.8.3 External Validity	

External validity set up the area where the findings from the research can be generalised 

(Bryman & Bell, 2007). One cannot statistically generalise in qualitative research 

because qualitative researcher rarely selects a random sample that might help them 

generalise to the population from which the sample is selected (Merriam, 1998). In this 

study, the authors used secondary and primary data in order to improve the external 

validity and increase the possibility of the information collected in order  to be useful 

for the company that are planning to enter Indian market.	

 	

3.8.4 Reliability	

Reliability is the continuous and repeatability of the research procedures used in a case 

study and the objective is that if other researchers followed the same way as the first, 

regarding methods and case study they should arrive at the same findings as the first 

(Yin, 2007). In order to reduce the risks of the thesis being perceived as unreliable, the 

authors have been very careful when interviewing our participants not to force them into 
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certain answers, but to let them explain the discussed problems and the situations as 

they perceive them. More so, for us to attain a high level of reliability the authors first 

did a pretest on all the questions with their collegues in Linnaeus university and very 

conscious when going through the feedback as well as writing our theoretical and 

empirical findings. Yin (2007) argues that the goal of reliability is to minimise errors 

and bias in a study. Therefore, the authors ensure that the information collected is not 

manipulated in order to achieve a consistent reliability.	
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4. Empirical Findings	

This chapter provides the findings about Indian markets, culture and interviews with 

IKEA managers.	

 	

4.1 Indian Market	

India is home to 1.295 billion people with $2.049 trillion GDP and 7.3% GDP growth, 

of lower middle-income class, world’s fourth-largest economy, and world’s largest 

democracy (World Bank, 2016). Soon India will have the largest workforce in the 

world, every year about 10 million people move to towns and cities, which is the largest 

rural-urban migration of this century (ibid.). According to Indian Department of 

Industrial Policy and Promotion (2016), the Prime Minister Narendra Modis’ initiative 

“Make in India” program in September 2014 has helped in transforming the country 

into a global manufacturing hub. Since the liberalisation in 1992, the Indian economy 

has been in a process of integration with the global markets, and over the last decades, 

India has attracted foreign investors from all over the world (Lakshman et al., 2013). 

Under the campaign of ‘Make in India, Indian government provides a great opportunity 

for business to entrepreneurs, in some of the sectors it provides up to 100% foreign 

direct investment (Department of Industrial Policy and Promotion, 2016). Also include 

new major initiatives designed to facilitate investment, foster innovation, project 

intellectual property and build best-in-class manufacturing infrastructure (ibid.). An 

array of measures focused on the ease of doing business in India, and recently a new IT-

driven application and tracking process recoup manual file system (ibid.). Within 

sixteen months of the launch of ‘Make in India’ program, India has moved up 12 places 

in the World Bank’s recent Ease of Doing Business Ranking in the world. In the past 18 

months (from June 2014 to January 2016) foreign direct investment has increased by 

approximately 48% compared to the previous 18- months time period (ibid.).	

 	

4.1.1 Political Factors	

India is the largest democracy in the world with a parliamentary form of government. 

Since 1991 India has moved from a centrally planned economic system towards 

decentralization (The World Bank, 2016). Necessary initiative has been taken during 

2014-15 by the government to attract foreign investors and up to 100% foreign direct 

investment has been permitted (Department of Industrial Policy and Promotion, 2016). 



 

 

 

 
 

32 

Invest India is a government agency that facilitate investors through the entire 

investment cycle (Invest India, 2012). They assist investors with location identification, 

important government approvals and meeting with corporate officials (ibid.). Under the 

digital India program of the Indian government, eBiz portal is introduced to serve 

investor on one-stop shop through the entire life - cycle paperless and fast clarence 

(ibid.). India has a better internal taxation system, with lower tax rates and smooth 

payments, every state has distinctive tax rate (Department of Industrial Policy and 

Promotion, 2016).  	

 	

4.1.2 Economical Factors	

India has a huge market potential with 1.295 billion population and a $2.049 trillion 

GDP with 7.3% growth rate (The World Bank, 2016). According to Ernst and Young 

(2016) country provides a strong base for credit market with a wide range of financial 

institution, easy access to 81 commercial banks, including both private and public 

sectors, and foreign banks, and also up to 3000 urban co-operative banks. Indian credit 

market are quite easy for customers. Statistics show that the unit cost of labor is low 

(Jain, 2014). The literacy rate is 60 percent (The World Bank, 2016). Inflation rate 

known, as the consumer price index as compared to European countries is low (Statista, 

2016).	

	

Figure 1 India inflation rate from 2010 to 2020	

Source: (Statista, 2016) 	
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4.2.3 Social Factors	

Traditions, play an important role and shaping of today’s Indian economy (Grainger & 

Chatterjee, 2007). Education and skills are important factors for growth of a country 

(Kaur, 2015). Countries with enormous  skilled labor can perform better than low labor 

(ibid.). There are 62 percent of the population in working age group of 15 to 59 years 

(ibid.). Another important social factor over the developing countries is its English 

speaking background which was an effect from British colonization (Grainger & 

Chatterjee, 2007). The government has employed 17 ministries for various skill 

development initiatives with a target of 350 million people by 2022 (Kaur, 2015). 

Lower labor cost is competitive advantage, which attract foreign investors (ibid.). 

	

4.1.4 Technological Factors	

India compared to developed countries, infrastructure is still relatively poor, however, 

in the bigger cities such as New Delhi and Mumbai, the infrastructure is relatively 

developed and all the large cities are connected by rail, road and air services 

(Department of Industrial Policy and Promotion, 2016). In terms of technology, these 

sites are highly developed and known as India’s financial backbone (ibid.). The World 

Economic forum’s Global Competitiveness Report (2015-16) has ranked India 81st out 

of 140 countries. The Indian road network is 4 689 842 kilometers, which is the second 

largest network in the world, also the Indian railway system is one of the world's largest 

railway networks of 65 436 kilometers and 7 172 stations (Department of Industrial 

Policy and Promotion, 2016). Currently the Indian IT market focuses on providing a 

low cost solution in the services business of global IT, India can offer a sufficient 

number of skilled workers, this makes India the best outsourcing destination for (R&D) 

research and development (Mohanraj et al., 2014). Power shortage is a big challenge for 

the government, 48% of firms face power cuts more than 5 hours a week (Kaur, 2016). 

	

4.1.5. Environmental Factors	

The country has diverse climate territories from North to South (Government of India, 

2015). Most of the territories can be characterised as monsoonal climate, which is 

divided into wet and dry seasons (ibid.). During the monsoon season, many areas are 

affected with flood because of heavy rains. Mostly, dry season will have no rainfall 

(ibid.). Over the past decade, the country growth has brought prosperity, but the 
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environment has endured (The World Bank, 2016). Narendra Modi launched  “Clean 

India Mission” on 145th birthday of Mahatma Gandhi to clean India in the next five 

years (Government of India, 2016). Intellectual property rights (patents, trademarks, 

copyrights and designs) has been improved (ibid.). Child labor is prohibited in all states 

of India, minimum wages and work timing of labor has been introduced by the 

government (ibid.).	

    	

4.1.6. Legal Factors	

India was ranked 142nd in Doing Business Report, 2015. The World Bank has ranked 

India at 130 in the 2016 Doing Business Report (The World Bank, 2016). The 

government improved the dealing with construction permits and getting electricity 

indicators (ibid.). Process for applying for an industrial license has been simplified and 

made online (ibid.). 	

	

4.2 Interview with Lismari Markgren, Marketing Specialist at Inter IKEA System 

Service AB, Denmark. 	

Lismari Markgren, Marketing Specialist with over 20 years of experience in marketing 

and communication in Sweden, Germany, France, Belgium and Denmark.   	

Lismari Markgren on International Expansion 

IKEA started expanding in 1963 to Norway as the first foreign market . Sweden is a 

small country, Swedish companies need to expand for growth. IKEA expand to 

increasing sales, and also to manage production risks.  

Expansion is not new to IKEA	

  	

Lismari on choosing countries for International expansion	

There are many factors that need to be considered, but the most important are already 

present in the market, to have warehouses’, suppliers and production. It is easier to go 

into a market that, where IKEA already have operations, otherwise IKEA have to build 

everything from the scratch. IKEA is sourcing from India since last 28 years, so going 

into Indian markets is easy. Going to South Africa has been on the map since long time, 

but IKEA is still not there it is because IKEA have to set up completely new supply 

chain channels, this kind of factors are really important. Before going to any market 

IKEA do analysis of the market, how many people live there, what is the level of 
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income. Life at Home, how do people live their daily life because IKEA concept is to 

making everyday life better at home. A big challenge for IKEA when going into a new 

market is interest of home furnishing of the people. In some countries people are happy 

with their bench, the color of their textile, like for Swedes life inside the home is really 

important, which is not the same in every country. Some of the markets, especially 

Indonesia and Taiwan they like to meet on the streets.  

India have a high level of interest in home furnishing, they are more family oriented, 

they meet in the houses.	

Lismari on mode of entry for International expansion	

IKEA use franchising as entry mode. Inter IKEA is the owner of the IKEA brand, 

trademark and the whole legal assets. IKEA franchise to all countries, Sweden is a 

franchised market and so is Germany and so is India all countries. IKEA Group is a 

franchisee that owns most of the stores in Europe, United States and Asia. 

 

Figure 2: The IKEA franchise system	

Sources (Inter IKEA Systems B.V, 2016)   
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Lismari on perception of Swedish Brand’s specially IKEA globally	

Swedish brand has a pretty good reputation in general globally. People are quite 

positive about Sweden and Swedish brands. 

Technology companies from the beginning, companies like Volvo, ABMB, Alfa Laval, 

Tetra Pack and heavy industrial companies that have built a solid foundation around 

the world. 	

Lismari on treating each country or region as different market with different 

customer need	

Lismari stated that: 

IKEA is really centralized, our stores are standardized around the world, which are 

designed by architects in Helsingborg, the catalog is standardized, the retail website 

looks the same in most of the market. 

IKEA don not change a lot, but local laws, cultures considered, IKEA has to consider 

the sizes in the local market like kitchen and the dream rooms, which is the job of the 

local market team.	

Lismari on product modification according to local consumer need in a new 

market	

Modification of a product is a very long process, IKEA do not really modify the 

products most of the time for different markets but the products could be modified as 

per law requirement.  

The design of the product is the same, but the size is modified according to the locals.	

Lismari on cultural differences globally	

Every country has different culture; IKEA sometimes make mistakes in understanding 

cultures and is not super professionals at all time. IKEA tend to be more enthusiastic, 

and some times make mistakes. Sometime it can be costly mistake like locating a store 

at wrong location.  

Lismari mentioned an example of mistake: 

We made a big mistakes with politics and this probably the reason why IKEA went to 

Japanees and Russian markets then we have to leave and then come back. That’s why 

for the really tricky market it’s good to have franchisee because they know how it 

works. Indonesia has the same. The franchisee in Indonasia is based in Hong Kong they 

have super markets they are much bigger than IKEA. They had over 300 super markets 

in Jakarta that means that they know every single block, where we would be totally lost.	
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Lismari on the experience from other countries	

Companies build on previous experience, which is why it is bad when IKEA lose 

people. IKEA have a team called markets, work with extensions all over the world, they 

build on that previous years experience, they bring the experience. Also every country 

has unique problems. 	

Lismari on control and system check performance in foreign markets	

IKEA use KPI (Key Performance Indicator) and traditional sales tools like visitors, 

conversion, average tax and sales compare to last year.  

Lismari mentioned about performance check:  

We do perception study, what people think about IKEA, it’s about awareness, do they 

like IKEA, do they trust IKEA those are the studies that are really important. We do not 

want to sabotage the brand by someone. All those studies are done by Inter IKEA 

system. 

 	

4.3 Interview with Ulf Smedberg, Marketing Manager IKEA India.	

Ulf Smedberg has more than 25 years of experience as marketing manager in Sweden, 

Belgium, China, Russia, South Korea and India.	

Ulf on mode of Entry into Indian Market 

Ulf state that:	

IKEA India is part of IKEA group. Around 90% of the business belongs to IKEA group; 

normally smaller countries are franchised to other groups. India is investment like 

China, Japan, South Korea and Australia are the part of IKEA group.	

Ulf on target market in India	

IKEA’s target market is family with children. In India 65% of the people will be the 

target market. IKEA’s business area is to reach as many people. The middleclass of 350 

million people that could afford IKEA.	

Ulf on Indian family system	

People live in Joint families in India which is good for IKEA, also in big cities people 

live in smaller apartments.	

Ulf on marketing plans for India	

IKEA will do a pre branding campaign six months before the opening, and will have 

several experience centers “Small IKEA” in the shopping malls of the cities where 
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people can come and experience IKEA products. Where IKEA will present range, price 

and recruit loyalty club members “IKEA family”. 

IKEA did the same marketing campaign in South Korea, which was a huge success, 

many visitors came and asked about co-workers, when will the store open and the 

prices, that created a very high awareness and IKEA plan to do the same in India. 

IKEA will also have more regular campaigns. Once potential IKEA family members 

recruited in IKEA database. The marketing team will talk to them one on one to give 

them reasons to come to IKEA, and  communicate with them through SMS and emails 

too. 

Ulf on products pricing in India	

The prices will be significantly lower than competitors in India; it will have a lower 

margin. IKEA’s aim to reach as many people as possible. IKEA will have attractive 

offers and affordable prices.	

Ulf on choosing Hyderabad for first store in India instead of Mumbai, Delhi or any 

other big city	

Chosing Hyderabad for IKEA’s first store was purely a coincidence; IKEA planned to 

be in the big cities like Delhi, Mumbai Bangalore, Pune and Chennai. It was easy for 

IKEA to get land in Hyderabad, which is a very good city high education, and also a big 

city. It was complicated for IKEA to get land at good location in Delhi and Mumbai.	

Ulf on Store location	

IKEA’s all stores will connect either to a subway station or good public transport. 

Hyderabad builds new metro station, which will be exactly outside the IKEA store it 

will be very easy for transportation of IKEA’s customers.	

Ulf on the Indian market entry timing	

I think we could enter maybe earlier. But there were a lot of restrictions that we have to 

overcome. Yes it is absolutely right time and we have big plans for expansion.	

Ulf on risk in Indian market	

There are many challenges for IKEA in Indian market. The IKEA concept; do it for 

yourself, which will probably not work in India because of cheap labor, IKEA have to 

offer service. The bureaucracy, IKEA is not involved in any kind of corruption 

whatsoever. IKES is very strict and clear from the beginning, this could slow down the 

process but they understand what IKEA want. Another challenge is supply chain.	
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Ulf on E-commerce	

From the beginning, IKEA was not allowed for e-commence till December last year, but 

now it’s ok, IKEA will offer online shopping to the Indian customers.	

Ulf on competition in Indian market	

IKEA have competitors some called organised retailers, local and some foreign but the 

vast majority is unorganised like local markets, where people go to the market 

customize or show a picture that they will have this sofa and they do it for you at a quite 

low price that is the biggest competition, but they are getting more and more organized 

retailers in India as well. 

IKEA has a big advantage over them, which is called instead collection if people like a 

sofa and they can just take it home, while the customized takes time and maybe it’s not 

what people wanted that IKEA will use in market communication.	

Ulf on IKEA objectives in India	

Like everywhere else to be true to the IKEA concept, IKEA brand and to make sure that 

IKEA is in India for making daily life better of many Indian. IKEA also have sales 

goals, for short term IKEA have to get market share, but in the long term to become 

profitable because it’s a huge investment.	

Ulf on Indian consumer perception about Swedish Brand’s specially IKEA	

IKEA has done servay, which results are expected in June 2016. In general, if Indian 

people know about Swedish brands, it’s positive but they also think it expensive. 

Sweden is not so well known they just think it is in northern Europe.  

Our objectives is to spread knowledge about Sweden, what Sweden stands for because 

it's so connected to IKEA.	

Ulf on treating each country or region as different market with different customer 

need	

IKEA treat every country same. IKEA did a study of people's' home, and life at home, 

how people live, how they furnish their homes, what are their needs, what they do when 

they wake up etc. to understand the activities at home. IKEA will provide solutions 

during communication in the store and on the web showing to pick layouts according to 

their homes with solutions to their needs. The ranges will be 99% same the solution will 

be adopted according to Indian market.  

Our strength is home-furnished competence. 
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Ulf on distribution channels for home delivery	

IKEA will have a distribution service delivery for home and assemble at home, which is 

outsourced to another company. But it is under IKEA control, their staff (carpenters) 

has been trained by IKEA, because if they assemble wrong anything that will influence 

IKEA quality. 	

Ulf on major barriers and risks in the implementation of strategies	

Different culture, expectations, IKEA values, which are very much Swedish values. 

Each store will have working staff around 700, they need to be trained and understand 

how they interact with customers, how to work with coworkers and how to grow. IKEA 

is send staff abroad for training of six months, to Älmhult and London in IKEA stores to 

understand the IKEA concepts. IKEA have a very tough selection process for 

candidates.	

Ulf on overcoming on the challenges	

IKEA is creating a networks and connections. IKEA is investing in public affairs to 

introduce IKEA to the politicians’ opinion leaders what it stand for, what IKEA will 

bring. IKEA have sustainability agenda. How IKEA is helping one million women on 

the countryside creating their own business working for IKEA production. IKEA is 

investing in explaining IKEA concept.	

Ulf on Political challenges in India for IKEA	

Bureaucracy, corruption and expectation of giving something, IKEA is not doing all 

those things. It is about explaining IKEA, IKEA is creating jobs for many people. IKEA 

is investing in their city and that is good for their city.  

IKEA is a brand you can trust. It is a big investment to overcome for those issues.	

Ulf on Economical challenges in India for IKEA	

IKEA is commited to invest in India, which is huge interms of money, to buy land in 

big cities is so expensive. 

Ulf on Social challenges in India for IKEA	

IKEA foundation is supporting women: 

Which is supporting specially women on the countryside so they can start their own 

business, gives them courage. Instead of sitting in a factory. 

IKEA invested in automatic looms that is not hard to work with to support their daily 

working. The suppliers need to fulfill IKEA’s requirment. They are not allowed to use 

workers for more than 8 hours a day and extra compensation on Saturday and Sundays. 
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IKEA have a checkup system if supplier don't fulfill the criteria; they are not allowed to 

work with IKEA. Also the child labor as well. 	

Ulf on Technological Challenges in India for IKEA	

India is a very developed country digitally. People are being very connected social 

media is available. In the big cities there are challenges of traffic, construction and the 

pollution not directly for IKEA but indirectly.	

Ulf on Environmental challenges in India for IKEA	

IKEA ambitions is to build environmentally friendly stores with solar panels on the 

roof. IKEA will only use rainwater to not putting extra pressure on the environment and 

that is seen as extremely positive way. IKEA is also providing a solution that purifies 

air so people can clean the air at home. IKEA is actively supporting not just selling, but 

also to help people to live a more healthy life.  	

Ulf on Legal challenges in India for IKEA	

There are always legal challenges it can be importing goods, taxes, labeling and all that 

IKEA need to work on and improve.  	

Ulf on Cultural challenges in India for IKEA	

Ulf refer India as a continent:  

India is not one country, it is a continent each city we have to treat like a different 

country. 

It is very hard to talk about every inch of India but IKEA tried to have the local flavor. 

Hyderabad is different from Delhi. As previously mentioned a survey of life at homes 

will help IKEA to understand, how people are living, there are many different languages 

and cultures in India. India is a very diverse country people live together from south, 

north, Hindus, Muslims. IKEA also want the stores and people working in the stores to 

be the reflection of that same composition of the people. Every store will have prayer 

rooms. The food, beef will not allowed, instead of meatballs the Swedish vegetables, 

sausages made of chickens IKEA will adopt according to every city coulters. But it will 

still under the umbrella of the IKEA people will think it is IKEA taste but adopted as 

local needs. 

4.4 Email correspondence with Anurag Singhal, Company Secretary/Legal 

Specialist at IKEA India. 

Anurag has many years of legal practice in India and currently he is working as 

Company Secretary/Legal Specialist at IKEA India. 
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Anurag on potential country risk IKEA encounters in new markets 

IKEA conducts a detailed study/survey on the new markets that IKEA want to enter 

about its population, weather, local living conditions, home conditions, market 

conditions, different income levels, consumer behaviour any many more and based on 

the outcome of these studies / surveys, the Company plans various solution products 

and offers the same in the new market. Anurag concluded the risk as.   

The success of entering into the new markets largely depends on the accuracy and 

completeness of the report / outcome of these studies / surveys. 

 

Anurag on the risk that IKEA might face in India 

           IKEA will face potential market risk in India these risks could be:  

i) Complete & accurate understanding about the Indian market Conditions. 

ii) Complete & accurate understanding about the Indian consumer behaviour as there is 

a wide gap among the earning/living/lifestyle of the Indian consumers based on their 

Income, Location etc.  

iii) Understanding the legal Framework in India as the India has one of the most 

complex legal structure in the World.  

iv) To increase the local sourcing of products in India as importing large number of 

products may increase the cost. 

Anurag on the legal challenges IKEA usually encounters in new markets 

While entering in a new country, IKEA need to adapt the legal framework of that 

particular country and make necessary amendments while establishing / operating the 

business in that particular country. In this process IKEA can face following challenges: 

i) Identifying the legal provisions applicable on the various activities.  

ii) Understanding the compliance requirement for complying the applicable provisions. 

iii) To make necessary amendments in the business structures according local laws. 

iv) To negotiate with government authorities and to obtain desired approvals of various 

Government Authorities for investment in that Country and also for establishment / 

operation of the IKEA Business;  

v) To ensure the timely compliance with respect to the operation of IKEA business once 

the business is established. 

Anurag on major political and legal challenges IKEA might encounter in India 

India has one of the most complex legal framework in world. Therefore there are 
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many legal challenges which IKEA need to face. Some of those legal challenges are as  

under: 

i) Restriction on Foreign Direct Investment (“FDI”) in Retail Sector. 

ii) There are number of activities under one roof of IKEA store and need separate legal 

provisions.  

iii) Lack of Single window clearances for various activities.  

iv) The major approvals in India are normally granted by Government authorities for a 

short duration like one or two years and therefore IKEA will have to make sure to renew 

the approvals before the expiry of respective approvals. 

According to Anurag: 

IKEA has obtained the desired approval for the investment in India. 

 

Anurag the social/economical/technological barriers that could affect IKEA in  

India 

There is a wide gap with respect to the living / lifestyle / income level based on 

their Income, location (Metro / city / villages), weather conditions, trends etc. Therefore 

social, economic and technology condition of Indian people will vary from one person 

to another person.  

Anurag on IKEA’s market entry mode in a new market  

IKEA is in favour creating its owned store while entering into a new market. However, 

in case the legal framework of that particular agreement restrict IKEA to enter in a new 

market on owned structure basis, IKEA may also enter in a new market on a franchising 

basis too. For eg. In Dubai, business operation of any foreign company on a 100% 

owned basis is not allowed and the business by a foreign company can be establishment 

only with a local partner/collaborator. Therefore IKEA has enter into a Franchises 

Agreement with the Local Entity in Dubai. 

           Anurag on IKEA planning to differentiate IKEA from competitors in India 

           According to Anurag: 

IKEA’s plan is nothing new but to follow the IKEA’s values by virtue of which IKEA 

Would like to be knows as a value based company which provides wide range of home 

furnishing solutions at a very low price so that many people can afford it. 

Anurag on Government Regulation that could affect or control IKEA business 

IKEA need to obtain various approvals from government authorities and the same will 
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required to be renewed from time to time and while granting / renewing the approvals, 

the government authorities have to consider various aspects. 

Anurag on expanding globally  

IKEA is expanding globally in order to expand itself to the whole world by virtue of 

which IKEA will be able to home solution offers to maximum people. The major 

benefits for IKEA is: 

Understanding the different problems and offering solutions in different countries in 

different situations by which IKEA will learn to solve new problem, to recruit maximum 

people to IKEA family, increase in turnover & profits and to reduce the cost by high 

volume. 
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5. Analysis 

This chapter provides discussion and analyise of the empirical data gathered from 

the interviews and other sources in relation to the theoretical framework. 

 

5.1 Market Entry Strategy 

Carazo & Lumiste (2010) stated that when a company decides to expand its customer 

base and market share, such company designs a suitable structure that serves as a guide 

to reach the target market. Peng et al. (2008) explained that firms, market entry strategy 

should not only be based on firm's capability and industry conditions, but a combination 

of all other factors, including institutional factors. Lismari argued that, IKEA considers 

many factors before entering into a new market, in which the most important is they are 

already present in that particular market being a producer or supplier and also 

warehouses. It is easy for IKEA to enter into a market where they already have contacts, 

and supply channels. Otherwise, they have to build everything from scratch which can 

be expensive and time consuming. When it comes to the Indian market, IKEA has been 

sourcing and manufacturing there for 28 years. This implies that IKEA has the right 

contacts,  supply channels and market know how. On the other hand, IKEA wants to 

enter into the South African market, where they don’t have any supplier or contacts, 

which is risky they have to build new supply roots from scratch. IKEA also consider 

other factors when entering a new market, which are local laws, culture, market size, 

income level, the interest of people in home furnishing and specially lifestyle at home, 

how they live their daily life. This is because IKEA is based on a concept which is 

making everyday life better at home. 

Belu and Caragin (2008) argued that entering new foreign markets may be 

accomplished in different ways. Erramilli (1991) stated that entering into a new market 

is firm's most important and strategic decision for the organizations. Several aspects are 

considered to be imperative in the attractiveness of a foreign market: market growth, 

market size, servicing costs, competition, and the host country’s political, social and 

economic environment (ibid.). Each market has different characteristics every new 

market can create challenges for IKEA depending on the nature, the host country 

political, economical, social, technological, environmental and legal factors etc. This 

factors are considerable and fundamental which could create issues if not taken into 

deliberation. According to Anurag Singhal IKEA’s challenges in an Indian market 
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could be understanding the way of living of the consumer, their needs and providing 

solutions to improve their life at home. Ulf Smedberg mentioned further challenges that 

could be understanding the different problems and offering soluations, by which IKEA 

will learn to solve new problem, to recruit maximum people to IKEA family, increase in 

turnover & profits and to reduce the cost by high volume, be enhancing their services, 

on floor assistance, delivery, offers, products assembling, product modification 

according to local consumer needs, educating customers on DO IT YOURSELF concept, 

family values and food dietary requirements.   
 

5.2  International Experience 

Tomlinson (1999) described internationalization is a complicated process because it 

involves rapid social change that is transpiring simultaneously across a number of 

dimensions, in the world; politics, economy, communications, culture and physical 

environment, and each of this metamorphosis interaction with each others. Hartungi 

(2006) argues that internationalization escalates the interdependence and competition 

between the firms. As explained by Lismari Markgren, Marketing Specialist, Inter 

IKEA explained that going global is not new for IKEA. The first  foreign market was 

Norway in 1963, Switzerland in 70s and so on. Sweden is a small country, therefore 

going global was the only choice for IKEA  to grow.  

Herrmann and Datta (2002) explaines that a firm decides to enter a new market, vital 

strategic decisions on the suitable entry mode is decided. Zhao et al. (2004) described 

that choosing the right entry mode is vital in the firm's internationalisation process; a 

firm's entry mode choice determines the amount of resource commitment required, 

affects firm control of foreign operations and investment risk. According to Lismari 

Inter IKEA is the owner of the IKEA brand and trademark and the whole legal assets. 

IKEA uses only franchising as a mode of entry into a market, all IKEA stores are 

franchised. IKEA group is the biggest group which owns almost 90% of their stores. Ulf 

further explained that IKEA India is the investment of IKEA group. Anurag Singhal 

further explained that, IKEA is in favour creating its own store while entering into a 

new market. However, in case the legal framework of that particular agreement restrict 

IKEA to enter in a new market on owned structure basis, IKEA use franchising. Some 

countries legal framework not alow a foreign company on a 100% owned business. The 
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foreign company can be establishment only with a local partner/collaborator. Lismari 

further added that franchising gives IKEA control over the business, all the IKEA 

stores, catalog and website are designed by IKEA. All IKEA products are designed by 

IKEA and it's the same for every market except only modification in color or size and 

according to law of each country. Anurag further added that IKEA can face potential 

market risk in India these risks could be:  

i) Complete & accurate understanding about the Indian market Conditions. 

ii) Complete & accurate understanding about the Indian consumer behaviour as there is 

a wide gap among the earning/living/lifestyle of the Indian consumers based on their 

Income, Location etc.  

iii) Understanding the legal Framework in India as the India has one of the most 

complex legal structure in the World.  

iv) To increase the local sourcing of products in India as importing large number of 

products may increase the cost. 

International experience is the knowledge a firm acquires from foreign marketplace 

over a long period of time (Blomstermo et.al, 2004). It has been observed that 

internalisation process, the foreign market entry and decision making in firms is due to 

the amount of accumulated knowledge from international market (Petersen & Pedersen, 

1999). Companies build on previous experience, which is why it is bad when IKEA 

loses people. As Lismari highlighted IKEA is a multicultural firm with a  special team 

markets, they keep good employees all over the world, they build on previous years 

experience, which is very useful during internalization process.  

 

5.3 Influencers of Entry Mode 

Pindince and Ionita (2013); Burt et al. (2006) stated that analysing the macro-

environment of a foreign market, helps in guiding the firm in decision making, which 

are political, economic, social, technological, environmental and legal factors 

respectively. Doole and Lowe (2008) areues that it is very essential for IKEA to be 

familiar with PESTEL. Political factor can affect a firm's operations and decision 

making in an international environment. Ulf Smedberg pointed out that IKEA has been 

sourcing from India from the last 28 years and know about the bureaucracy and 

corruption level, but IKEA is not involved in any kind of bribing. IKEA explained to 
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the Indian politicians that having IKEA in India will create employment opportunities 

for many people and also an investment in the cities. According to Anurag IKEA need 

to obtain various approvals from government authorities and the same will required to 

be renewed from time to time and while granting / renewing the approvals, the 

government authorities have to consider various aspects. According to Lismari IKEA 

made big mistakes with politics when IKEA entered the Japan and Russian market,  this 

led to IKEA's failure and exit from the two markets but at the long run, IKEA realized 

their mistakes and corrected them thereby re- entering Japan and Russia again. 

Gillespie (2007) explained that country's economic factors consist of  changes in taxes, 

exchange rates, inflation, interest rate and economic growth. According to Ulf it’s a 

huge investment in terms of money for IKEA. Since IKEA has a great experience in 

international market, they always know about the economic factors and especially India, 

where they are already existing for the last 28 years as a producer. Anurag further 

explained that there is a wide gap with respect to the living / lifestyle / income level 

based on their Income, location (Metro / city / villages), weather conditions, trends etc. 

Therefore social, economic and technology condition of Indian people will vary from 

one person to another person.  
  

Doole and Lowe (2008) argued social factors such as demography, standard of living, 

socioeconomic class, language, religion, social organisation, values and attributes are all 

characteristics of a country's social factors. Ulf further explained that IKEA does not 

treat India as a country but rather see India as a continent because  every city has 

different culture, lifestyle and religion. Although, India is still a very diverse country 

where people from South and North, Hindu and Muslims all live together. IKEA 

normally carry out survey, in other to have the knowledge about some specific problems 

in a particular market, to create solution according to customer needs such as having 

prayer rooms inside the stores.For cultural differences and lifestyle IKEA will not serve 

beef, rather will have vegetables, sausages made of chickens and will adopt according to 

every city's’ culture. IKEA has a foundation that support women living in the 

countryside, to start their own business and also encourage them. Instead of sitting in a 

factory or in a big loom IKEA invested in automatic looms which makes the work 

easier. This has helped the country women to be more physically fit and productive, this 

is called strictly IKEA way. 
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Kotler and Armstrong (2014) argued that technological factors implies a foreign 

country's technological environment, the technological environment often changes 

rapidly, companies must be aware of the different trends in technology. Ulf explained 

that India is a very developed country digitally. People are being very connected and the 

social media platforms are being used more. In the big cities there are challenges of 

traffic, construction and pollution, although pollution does not directly affect IKEA but 

indirectly. IKEA is contributing to ease the effect of pollution in India by introducing a 

method that uses only 10% water during cotton production. Now 100% of the cotton in 

India are produced using this new method. 

Doole and Lowe (2008) stated that legal factors are factors that affects firms 

internalization process when not taken into consideration, they includes local domestic 

laws, home domestic laws and international laws. According to Ulf There are always 

legal challenges, it can be importation of goods, taxes, labeling and all that are all 

 IKEA  keeps working on and improving but their are always challenges. 

 Furthermore,when it comes to labour law, IKEA has strict rules for suppliers about 

working hours, child labor e.t.c. 

According to Gillespie (2007) environmental factors such as pollution, waste disposal, 

water and energy consumption contributes largely to weather and climate change in a 

specific environment. Ulf further explained that IKEA ambitions are to build 

environmentally friendly stores with solar panels on the roof and only use rainwater in 

other not to put extra pressure on the environment. IKEA will also provide solution to 

purify  the air at home, so people can live more health life.  

 

5.4 Cultural Dimensions 

Pothukuchi et al., (2002) describe that culture is collection of norms, beliefs, values, 

practices  or shared behaviour among a group of people, members of an organization or 

a nation. Meyer & Peng (2005) suggest that the norms represent who the foreign market 

are and how business and working environment is shaped; this can lead to challenging 

cultural differences, uncertainties for the firm thus affecting the entry mode choice of 

the company. Both Ulf and Lismari both agreed that India is like a continent, because of 

the different cultures, languages, religions. Moreover, every city is different from other 
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city in culture languages and religion. IKEA do surveys constantly to understand every 

city market and develop solution accordingly. IKEA will have 700 staff at each store, 

which will be the reflection of the local people and also send the locals to be trained at 

Älmhult in Sweden and London. This is done in other to give the Indian trainees the 

understanding of what IKEA is, culture and values.  

According to Lismari for the really tricky market it’s good to have franchisee because 

they know how the market works.  
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6.  Conclusion and Recommendations 

This Chapter provides an explanation of the purpose for the thesis by describing the 

factors that needs to be considered when entering the Indian market. It also provides 

future recommendations relating to the topic of this thesis. 

 

6.1 Conclusion 

The purpose of this study is to describe factors that need to be considered when entering  

the Indian market. The first research question was “How does IKEA handles its market 

entry strategy in India?”  In this study, the authors discovered that inter-IKEA Systems 

B.V. is the owner of trademark and legal assets, IKEA group is a franchise to inter-

IKEA while IKEA India is an investment of IKEA group.  The authors also identified 

different factors that IKEA considers before entering the Indian market. One of this is 

IKEA being a multinational company and present in 48 countries, already acquired vast 

knowledge and experience from expanding its market to other countries. However, 

IKEA still considers many factors before entering into a new market, one of the most 

important factors for IKEA in Indian market is an already established relationship. This 

relationship was based on IKEA already sourcing and manufacturing their products in 

India. Since IKEA also considers the supply channel such as warehousing and shipping 

cost, manufacturing in India for the last 28 years has helped in overcoming these two 

challenges. Having the right contacts, market know -how provided by IKEA group 

(franchisee) is very important for IKEA in India market. It was also noted that India is a 

very diverse country with different cultures, lifestyles and languages. Therefore, IKEA 

treats each city in India as a country and to get a better understanding of  each city a 

survey on the Indian way of living, home set up in Indian and family values is carried 

out. The data gathered from these surveys are analysed, thus providing an insight into 

the interest of Indians in home furnishing. 

The next research question was “What are the barriers for IKEA in Indian market?” 

When it comes to the barriers in Indian market, the authors identified different barriers 

such as cultural barriers, political barriers, economical barriers, legal barriers and 

technological barriers. Since India is a very diverse country with different cultures, 

understanding the basic values and norms of each culture in India is a challenge for 

IKEA since the Indian culture is who they are, how they live and a reflection of their 

work ethics. It was made clear by the interviewees that IKEA respects the Indian culture 
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and modifies their outlet to fit the Indian culture by creating prayer rooms, modification 

of food sold in IKEA outlets in Indian. Moreover, IKEA also conveys its values to the 

employees in IKEA India. This is carried out via extensive training of the employees; 

this is done in order to avoid any culture clash.  

For the political barriers for IKEA in India, the authors identified that the major 

challenges are bureaucracy and corruption. Since IKEA is already in the Indian market 

as a manufacturer for 28 years, it has established the fact that it would not be involved 

in bureaucracy. This can be a challenge for entering the Indian market as a retailer, 

IKEA rather see itself as an investment for the Indian labour market by creating 

employment opportunities as a retailer in India. This created an opportunity for IKEA in 

overcoming the political barriers. 

Entering the Indian market, IKEAs major competitors are organized retailers and to 

overcome this IKEA has to have a lower margin when it comes to the cost of their 

products. There are different local laws in India; this is one of the most challenging 

barriers for IKEA, the difficulty of acquiring a land and land permit in highly populated 

cities such as Mumbai and Delhi. Therefore, IKEA has to open its first store in 

Hyderabad where land ownership is not that cumbersome. Other challenges such as 

labelling, IKEA has to adjust to the requirement of the laws of India. 

To overcome social challenges, IKEA established a foundation that supports the rural 

women in cotton production since IKEA also sources for raw materials such as cotton 

for producing their products. The foundation provides technical supports and uses less 

water for production of cotton, which helps in conserving the Indian environment and 

also investing in the Indian economy. 

 

The last question was “Why is IKEA interested in the Indian market?” The authors 

identified that the Indian market is interesting for IKEA because India is a growing 

economy with political stability, technologically advanced; 1.29 billion inhabitants with 

62 percent of the population in working age. India has 60 percent literacy rate and a low 

labour cost. Moreover, India has 350 million people in the middle-class, who can afford 

IKEAs product,  
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In conclusion the authors identified that though IKEA uses franchising as an entry mode 

but still considers many factors which can be a barrier if not addressed and managed 

when entering Indian market.  

 

6.2. Mangerial Implications 

This study has shown that a company entering Indian market should consider following 

aspects: 

• The emerging market of India with population of 1.29 billion, and 350 million of 

middleclass and the diversed Indian culture, political system, economical, 

technological and legal system. 

• Make contacts and use an entry mode that suites to the business model with a 

right local partner. 

• To identify potential competitors and best Maketing plans to stand out and gain 

competitive advantages over the competitors. 

 

6.3. Limitations 

The limitation of this study is reflected by the facts that this research is based on only 

three interviews. Furthermore the sudy is lmitied to Swedish home furnishing company 

IKEA. This is an eminent limitation, and accordingly we cannot generalize our findings 

to a larger population. Since the firm operating in Indian market since last 28 years as 

producer the interviews might be biased with mangers’s perceptions. Furthermore, in 

our study the firm is using franchising entry mode. 

 

6.4.  Future Recommendations: 

What matter most in the internalization process of a foreign firm is to select the right 

place (Target market) and select the right way (Entry mode strategy) to establish there. 

This study is based on describing factors that need to be considered when entering the 

Indian market. Below are different kinds of future recommendations that could be 

applied: 

• On the issue of entry mode selection, different entry modes could be combined 

in a research such as, foreign direct investment, licensing, strategic alliance and 

joint ventures and compare it with franchising in order to highlight its 
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differences and to which extent franchising could be the best option  to apply 

when entering the Indian market.  

• There could also be a comparative study between emerging market and a 

developed market regarding the high rate of influential factors in selecting an 

entry mode strategy. 

• More so, instead of a single case study, another option is to make use of multiple 

case study whereby two other companies who has established in  Indian market 

by franchising will be chosen alongside with IKEA’s case study. The 

performance of the companies in franchising could serve as a guide in making a 

successful franchising implementation approach when entering the Indian 

market. 

• The study could also be conducted through a correlative approach between two 

•  furniture franchising companies and carried out a study in order to highlight the 

positive and negative sides of choosing franchising in the furniture industry and 

to which extent it can be profitable in Indian market. 
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1. What kinds of entry strategy does IKEA use to enter a new market & why?	

2. What kinds of criteria does IKEA consider to select a new market?	

3. What entry mode does IKEA prepare to implement in India?	

4. What steps IKEA is preparing to follow to implement the chosen mode?	

5. What factors are behind chosen this market entry mode?	

6. What are your main short and long term objectives in entering this market?	

7. What were the main reasons for choosing Indian Market?	

 	

Factors Influencing Entry mode selection (International experience & International 

barriers) 	

8. What level of international experience does IKEA has?	

9.  Does the experience from other countries and people helps IKEA when entering into 

a new market?	

10. How long have they been planning to enter Indian market?	

11. Does IKEA modify their products based on customer demand of the new market?	

12. How IKEA evaluate the foreign market; Market size and growth, Risk, Government 

regulation, local infrastructure and competitive Environment when entering into a new 

market?	

13. What kinds of legal issues does IKEA usually face in new market?	

14. How IKEA control the system to check performance in foreign market?	

15. Who are IKEA potential competitors in Indian market?	

16. How IKEA is preparing to differentiate themselves from their competitors in India?	

17. What country risk does IKEA usually meet in markets?	

 	

Cultural Distance	

18. What kinds of marketing approaches IKEA is planning to apply regarding cultural 

differences?	

19. What measure does IKEA take to reduce cultural distances in a new market?	

20. Does IKEA aware of Swedish and Indian cultural differences?	

21. How does IKEA planning to overcome cultural differences in India	

22. How is IKEA planning to train their local employees to reach IKEA’s service 

standard?	
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23. To which extends does cultural difference affect IKEA in a foreign market? 	

24. IKEA goes into different cultures, is there been any cultural problems when entering 

new market?	

	

Appendix B. Interview Transcript Lismari Markgren Marketing Specialist 	

This personal interview was conducted on the 18th of April 2016 at IKEA Hotel, Älmhut 

and lasted for 40 minutes.	

Q. Why IKEA expanding internationally or what are IKEA objective for going 

global (Increase sales, cut cost, managing risk, learn new things)?	

A. IKEA started expanding in 1963 to Norway as the first foreign market, then 

Switzerland in the 70s and in the 80s, we started big expansion, which is ongoing so it’s 

not new it’s just the way companies grow and Sweden is so small country companies 

can not be bigger in Sweden, as Swedish company you need to expand for growth. Yes, 

as I said increasing sales is obvious, when it comes to objective Sweden is a very small 

country and it’s not possible to have produced only from Sweden, IKEA has trading 

organization they buy and produce all over the world and they compete against each 

other to get the best deal for the product, if we have one big product it can’t be one 

supplier it could be 50 suppliers all over the world and that is a security to manage risk. 

IKEA is very unique we control the whole supply chain, other companies buy from 

suppliers and sell the product, but IKEA control everything from design to production 

to distribution, we own the whole chain and if don’t own the whole chain at least we 

control most of the companies that produce IKEA they aren’t IKEA factories but we 

have still long term deals with them. The design of the products made here at IKEA 

Sweden.  

	

Q. How IKEA decides where and when to expand globally?	

A. I don’t really know because it’s a big system and it’s the top-level management who 

decides that. We have a different unit in Inter IKEA System, which is called Markets 

they take the decision along with the IKEA board, because going into a new market is a 

huge decision. 	

Q. How IKEA chose countries for international Expansion (Geographic, Culture, 

Administrative or economic)?	
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A. I think it’s a mix, but the most important is where we are already present, we have 

warehouses’, suppliers and production I mean it’s easier to go into a market that is in 

the zone otherwise we have to build everything from the scratch. Like in India and 

China, we have everything already so going into these markets is easy. Going to South 

Africa has been on the map since long time, but we are still not there it’s because we 

have to set up completely new transportation roots and I think this kind of things are 

really important. There could be other things too, like market perspective. Before going 

to any market we do analysis of the market, how many people live there, what is the 

level of income etc. We have to work really hard and need to know what we call “Life 

at Home” how do they live their daily life because IKEA is such an everyday company, 

we have to know what people do when they wake up in the morning when they make 

breakfast, where they go after school and work, what they can afford. One thing is 

really challenging when IKEA goes into a new market that is interest of home 

furnishing and there sometimes we go wrong because we sort of assume that people are 

interested in home furnishing but in many markets they don’t see any need they are 

happy with their bench, the color of their textile, like for Swede it’s really important life 

inside the home and that’s not the same in every country. We observe that in a lot of 

markets, especially Indonesia and Taiwan they like to meet on the street, they have one 

child, but India seems to have a high level of interest in home furnishing reports say 

that, they are more family oriented, they meet in the houses which is really good for us. 	

Q. Dose IKEA treats each country or region as different market with different 

customer need?	

A. You could say some things are really centralized within IKEA, the store look a 

certain way the store’s drawn by our architects globally sitting here in Helsingborg that 

is a standard, the catalog is standardized, the retail website looks the same in most of the 

market, it should look the same all over the world, but we haven’t managed that yet. 

You can’t change a lot, but we can consider the local like how should the rooms bigger. 

We made a lot of mistakes when we were going into new markets; we were going to 

Turkey initially we follow the common store layout and we have done the same thing in 

Japan too it became completely creepy. In a common store layout, we had one room 

apartment of 17/sqm because we thought small places are interesting, in Turkey it 

turned out that students have 50/sqm apartments, but in the end it turn to be a PR 

opportunity and then they change the stores. We have to consider the sizes in the local 
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market like kitchen, we have to consider of 7/sqm and then we have to show the dream 

rooms that what do the local market team. 	

Q. Dose IKEA modifies their product for their customer need in a new market?	

A. No, not really and it's a very long process, but we modify the products as per law 

requirement. And we also adopt beds and bed linen because people are using two sizes, 

for a long time in the US we convince them they should sleep on the Swedish size bed, 

but finally we have to give up because there they go with queen size and king size it’s 

so build into them. The design of the product is the same, but the size is modified 

according to the locals. 	

Q. Which mode of Entry dose IKEA use for global expansion?	

A.  It’s a franchising operation. Inter IKEA where I work is the owner of the IKEA 

brand and trademark and the whole legal assets. We franchise to all countries, Sweden 

is a franchised market and so is Germany and so is India all countries. Then we have a 

big group of franchisee the one is called IKEA group and it’s 85% of the turnover. 

Europe, US, China they all group themselves, they called them IKEA group, they 

actually consist of 35 countries and they have head office in Malmö. Then we have 

other franchisee, which can also be group, so we have one franchisee, which called 

Dairy Farm group in Asia they have Hong Kong, Taiwan and Indonesia. 	

Q. How IKEA control the system to check performance in foreign markets?	

A. We have KPI (Key Performance Indicator), we have traditional sales tools like 

visitors, conversion, average tax and sales compare to last year, and then we do tracking 

something we called bank capital which we will change soon the name. We also do 

perception study what people think about IKEA, it’s about awareness do they like, do 

they trust IKEA those are the studies really important we don’t want to sabotage the 

brand by someone. All those studies done by Inter IKEA system. 	

Q. How IKEA evaluate the foreign market; Market size and growth, Risk, 

Government regulation, local infrastructure and competitive Environment when 

entering into a new market?	

A. I think we cover this whole question in previous questions.	

Q. What is perception about Swedish Brand’s specially IKEA globally?	

A. Swedish brand has a pretty good reputation in general globally, but we talk to people 

around the world, people around the world normally don’t know what Sweden is they 

don’t have an idea. Further you go from Sweden the less clear you are what Sweden is. 



 

 

 

 
 

69 

If you go to Asian side, they just know somewhere in Europe and a lot of people still 

mistake Sweden with Switzerland, it’s like a joke but it's true. Even in the US they don’t 

know about anything. But on the mentally without knowing people are quite positive 

about Sweden and Swedish brands, and I think it’s because of technology companies 

from the beginning, companies like Volvo, ABMB, Alfa Laval and heavy industrial 

companies like tetra pack that have built a solid foundation around the world and people 

are quite positive. 	

Q. Does the experience from other countries and people helps IKEA when entering 

into a new market?	

A. For sure, I mean all companies build on previous experience, that’s why it’s bad 

when we lose people. We have a team called markets and they work with extensions all 

over the world, they build on that previous years experience, they bring the experience. 

Also every country has unique problems. 	

Q. IKEA goes into different cultures, is there been any cultural problems when 

entering new market?	

A. Yes, we always make mistakes, we are a little bit clumsy, we are not super 

professionals at all time we tend to be more enthusiastic so some time we make 

mistakes. I don’t think there is any major mistake, but I remember a funny one when we 

enter into the US, you know how Swedes put candles we decorate homes with candles 

which is very Scandinavian, there was a Swedish marketing manager, he did a 

commercial activity, They went out in the city of Philadelphia and they handed out the 

candles along with a note that says that you will get the second candle when you get to 

the IKEA store. The people thought I would I want candles I still use the candles my 

mother had. It’s small mistakes. And then we can do costly mistake if we locate a store 

at wrong location. And we made big mistakes with politics and this probably the reason 

why IKEA went to Japan and Russia then we have to leave and then come back. That’s 

why for the really tricky market it’s good to have franchisee because they how it works. 

Indonesia has the same which is based in Hong Kong they have super markets they are 

much bigger than IKEA. They had over 300 super markets in Jakarta that mean that 

they know every single every single block, where we would be totally lost.  	

Appendix C.  Interview with Ulf Smedberg, Marketing Manager IKEA India.	

This personal interview was conducted on the 12th of May 2016 at IKEA Hotel, Älmhut 

and lasted for 30 minutes.	
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Q. What is the mode of Entry of IKEA into Indian Market?	

A. IKEA India is part of IKEA group. Around 90% of the business belongs to IKEA 

group; normally smaller countries are franchised to other groups. India is investment 

like China, Japan, South Korea and Australia are the part of IKEA group.	

Q. What is your goal of the target market?	

A. You can say, primarily families with children. 65% of people living in India will be 

our target market, but of course we have to look at income level. Our business area is to 

reach, as many people, but starting in India will be middle class, which are around 350 

million people that could afford IKEA.	

Q. In India people live in joint family it could affect IKEA business?	

A. We will have many offers for joint families or extended families, even in big cities 

it's clearer people are living in smaller apartments.	

Q. Do you have any marketing plans for India?	

A. As IKEA not known, some Indian does know about IKEA, but they really don’t have 

idea about IKEA what we do. We will do a pre branding campaign that will start six 

months prior to the opening, and we will have several experience centers (small IKEA) 

in the shopping malls of the cities where people can come touch and feel room sets we 

call it homes like small apartments, present range, price and we will have a cafe and 

also we will recruit our loyalty club “IKEA family”, then we will do it on digital so they 

can connect with us. Before in India I was in South Korea, we did the same activity, 

which was a huge success so many visitors can interact and asked about co-workers, 

when we will open and prices, that created a very high awareness and we plan to do the 

same in India, we will open many stores in many cities, that the first activity and then 

when we open we are going for more regular campaigns. One Important thing is to 

recruit potential IKEA family members then we will get them into our database, we will 

talk to them one on one to give them reasons to come to IKEA, so we have planned to 

use that have a big base and also communicate with them through SMS and email.	

Q. How you will price your products in India?	

A. The prices will be significantly lower than competition in India; It will have a lower 

margin, but aim to reach as many people as we can, so we will have attractive offers and 

than affordable prices.	

Q. Why is IKEA opening first store in Hyderabad? Why not Mumbai or Delhi or 

any other big city?	
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A. It’s purely a coincidence, we planned to be in the big cities like Delhi, Mumbai 

Bangalore, Pune and Chennai etc. But then it happened to be Hyderabad, its most open 

to provide land it was easiest, so we said let's get started. Hyderabad is a very good city 

quite high education it’s not a small city. It was quite complicated in Delhi and Mumbai 

to get land at good locations.	

Q. How you will locate your stores in India? 	

A. Well, we have decided that all stores should connect either to a subway station or 

good public transport. Hyderabad builds new metro and the station will be exactly 

outside the IKEA store it will be very easy for transportation.	

Q. Is this the right time to enter into the Indian market?	

A. I think we could enter maybe earlier, but there were a lot of restrictions that we have 

to overcome, yes it absolutely right time and interest is high and the economy is 

growing, we have big plans for expansion.	

Q. What kind of risk do you expect in Indian market?	

A.  There are challenges, it's like the concept when we do it like do it for yourself, 

which will probably not work in India because labor is so cheap, so we have to offer 

service people are not use to do it by themselves, they always saw someone is doing for 

them, so we will introduce the concept but also will have the service that is one thing 

then of course a lot of bureaucracy that takes time, because IKEA is not involved in any 

kind of corruption whatsoever, that is vey surprise for some because we are very strict 

so that sometime could slow down the process but they understand what IKEA want we 

are very clear from the beginning.    	

Q. What do you think about local infrastructure, especially the supply chain?	

A. That is also a challenge; we will have distribution centers, which will supply to all 

the stores, but the highways are getting better and better but it's still a challenge and also 

custom.	

Q. Are you going to be offering online shopping?	

A. From the beginning, we were not allowed for e-commence till December last year, 

but now it’s ok, yes we will offer online shopping to the Indian customers but we don’t 

know to what extend but we will.  	

Q. Do you have any competitors in India?	

A. Yes, there are some called organized retailers, local and some foreign but the vast 

majority is unorganized like local markets you go to the market customize or show a 
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picture that you will have this sofa and they do it for you at a quite low price that is the 

biggest competition but they are getting more and more organized retailers in India as 

well. IKEA has a big advantage over them that is called instead collection if you see a 

sofa and you can just bring it home today while the customized takes time and maybe 

it’s not what you wanted that we are going to use in market communication.  	

Q. What are IKEA objectives?	

 A. It’s like everywhere else true to the IKEA concept and IKEA brand and to make 

sure that we are also in India for making daily life better of many Indian than we have 

sales goals and also for short term we have to get market share, but in the long term we 

will become profitable because it’s a huge investment for the future but now we have 

more patience in Indian market. 	

Q. What is the Indian’s perception about Swedish Brand’s specially IKEA?	

A. We have just done research and we will get the results by June this year, but in 

general, if they know about it, it’s positive but they also think it expensive, also Sweden 

is not so well known they just think it’s in northern Europe one of our objectives you 

can say is to spread knowledge about Sweden, what Sweden stands for because it's so 

connected to IKEA.	

Q. Dose IKEA treats India as different market with different customers need?	

A. It will be the same, but invest a lot in India; we did a study in which we go to 

people's' homes and we look at life, how people are living not just look how they 

furnished but what are their needs, what happens when they wake up, what they do to 

understand the activities at home and then we will address solution in the 

communication in the store and on the web showing to pick layouts according to their 

homes with solutions to their needs. But the ranges will 99% same the solution will be 

adopted according to Indian market. We had 500 home visits for this study and we are 

doing this constantly and we document those things we have films and interview 

people. What we call our strength is home-furnished competence. 	

Q. What distribution channels do you use?	

A. We will have a distribution service delivery at home and assemble at home, which 

we have outsourced to another company, but under IKEA control, we are training their 

staff  (carpenters) because if they assemble wrong anything that will influence IKEA 

quality. Its outsourced under the umbrella of IKEA consumer will think it IKEA and 

they can trust them.	
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Q. What is required to implement the potential strategies?	

A.  It depends but we have a long term strategy which is brand positioning, then we 

have sustainability strategy life at home. We always think long term 5 years, positioning 

strategy and next it depends.	

Q. What are the major barriers and risks in implementing the strategies?	

A. It’s a different culture, of course, expectations, we have to be very clear about typical 

IKEA values, which are very much Swedish values and one big could be also that we 

are quite people intense we will have 700 people per store working there, they need to 

be trained and understand how they interact with customers, how to work with 

coworkers how to become a big manager, so we are sending people abroad for training 

for six months here to Älmhult and London in IKEA stores to understands the IKEA 

concepts and their job what does it means. We have a very tough selection process for 

candidates once they're approved, then we send them away for training.	

Q. How you will overcome the challenges?	

A. One very important thing we are creating a network and connections we are 

investing in public affairs to introduce IKEA to the politicians’ opinion leaders what it 

stand for, what we will bring. We have sustainability agenda that we are working as a 

good neighbor. We are also connected to the production what we have done in 30 years 

in India how we were helping one million women on the countryside creating their own 

business working for IKEA. We really show the big brand what we do and all the 

efforts to support people, environment and coworkers and also not working directly for 

IKEA but also suppliers. Because some could just think this is just a multinational 

retailer coming here and destroying business for us, we are investing in explaining 

IKEA.    

Q. What are the Political Challenges in India for IKEA? 

A. Yes, one thing is correct that bureaucracy and maybe corruption and expectation of 

giving something, we are not doing all those things. Again, it's about explaining who we 

are what we will bring that we are creating jobs for many people we are investing in 

their city and that is good for their city and IKEA is a brand you can trust so that is a big 

investment to overcome for those issues. Now we are in a situation that we want to 

open, but we cannot do in a short time. So we have a lot of interest in India, which 

great. 

Q. What are the Economical Challenges in India for IKEA? 
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A. We know it’s a huge investment in terms of money IKEA has committed to do that, 

and to buy land in big cities is so expensive, but we are aware of it and we are willing to 

invest.   

Q. What are the Social Challenges in India for IKEA? 

A. We have something called IKEA foundation that is a company under IKEA umbrella 

that is supporting specially women on the countryside so they can start their own 

business gives them courage. Instead of sitting in a factory or in a big loom we have 

invested in automatic looms that is not hard to work with to support their daily working 

that is what we called strict IKEA way the supplier needs to fulfill. They are not 

allowed to work more than 8 hours a day and not work on Saturday and Sunday. Then 

we have a checkup system if they don't fulfill that then they are not allowed to work 

with IKEA. Also the child labor as well. That is what with people. We also produced a 

method that uses only 10% of water for cotton. That is a big shortage in India and 100% 

of cotton produced in India is on this new sustainable method where they use only 10% 

water compared to the old method.      

Q. What are the Technological Challenges in India for IKEA? 

A. India is a very developed country digitally and people being very connected social 

media is available. In the big cities one challenge is traffic and construction and the 

pollution not directly for IKEA but indirectly.  

Q. What are the Environmental Challenges in India for IKEA? 

A. Yes, our ambitions are to build environmentally friendly stores with solar panels on 

the roof and we will only use rainwater so we are not putting extra pressure on the 

environment and that is seen as extremely positive way. We are also providing a 

solution that purifies air so you can clean the air at home. So we are actively supporting 

not just selling, but also to help people to live a more healthy life.   

Q. What are the Legal Challenges in India for IKEA? 

A. There are always legal challenges it can be importing goods, taxes, labeling and all 

that we need to work on and improve but yes we have challenges.   

Q. What are the cultural Challenges in India for IKEA? 

A. Of course India is not one country, it’s a continent each city we have to treat like a 

different country, it's very hard to talk about every inch of India but we tried to have the 

local flavor, Hyderabad is different from Delhi, so same time as I mentioned about life 

at homes studies will help us to understand how people are living and then we are 
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adopting different languages but on the positive side India is very diverse side by side 

they are living from the south, north, Hindus, Muslims mixed. We also want our stores 

and people working in the stores to be the reflection of that same composition of the 

people. Also, we will have a prayer room inside the stores and food of course we will 

not serve beef, but then we will do instead of meatballs the Swedish vegetables, 

sausages made of chickens we adopt according to every city coulters. But it will still 

under the umbrella of the IKEA you will think its taste IKEA but adopted as local 

needs.              

Appendix D.  Email correspondence with Anurag Singhal, Legal Specialist at 

IKEA India. 

            Q.What are the potential country risk IKEA encounters in new markets? 

Like any other company entering into a new market, IKEA conducts a detailed study / 

survey on the new market (where IKEA is planning to enter) with respect to various 

aspects including but not limited to its population, weather, local living conditions, 

home conditions, market conditions, different income levels, consumer behaviour any 

many more and based on the outcome of these studies / surveys, the Company plans 

various solution products and offers the same in the new market. 

Therefore the success of entering into the new markets largely depends on the accuracy 

and completeness of the report / outcome of these studies / surveys. 

 

         Q. What are some of the risk IKEA might face in India? 

         A. Like any other new country, IKEA will be required to face some potential market risk  

         in India as well. These risks may include:  

To have detailed, complete & accurate understanding about the Indianmarke conditions, 

completion in Indian market and to make necessary adjustment according to the same; 

1. To have detailed, complete & accurate understanding about the Indian consumer 

behaviour as there is a wide gap among the  earning/living/lifestyle of the Indian 

consumers based on their Income, location etc. and IKEA will have to offer its products 

to each category of persons. Therefore IKEA will have to make necessary adjustment 

according to the same; 

2. Understanding the legal Framework in India as the India has one of the most complex 

legal structure in the World. Further there is a lot of activities under one roof of IKEA 
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Store on which separate provisions of different laws are applicable and IKEA will have to 

ensure compliance of all the legal provisions applicable to one Company; 

3. To increase the local sourcing of products in India as importing large number of 

products may increase the cost of the products and the Company will not be able to make 

profit. 

 

         Q.What are the legal challenges IKEA usually encounters in new markets? 

         A. Like any other Company, while entering in a new market in a new Country, IKEA 

need to adapt the legal framework of that particular country and make necessary        

amendments while establishing / operating the business in that particular country. In this 

process IKEA need to face following challenges: 

i) Identifying the legal provisions applicable on the various activities of the 

IKEA business. 

ii) Understanding the compliance requirement for complying the applicable 

provisions. 

iii) To make necessary amendments in the business structures so that the 

business structure is in compliant with the Local laws of new country. 

iv) To negotiate with government authorities and to obtain desired 

approvals of various Government Authorities for investment in that 

Country and also for establishment / operation of the IKEA Business. 

v) To ensure the timely compliance with respect to the operation of 

 IKEA business once the business is established. 

 

         Q. What are the major political and legal challenges IKEA might encounter in 

India? 

A. India has one of the most complex legal framework in world. Therefore there are 

somany legal challenges which IKEA need to face. Some of those legal challenges are 

as under: 

i)         Restriction on Foreign Direct Investment (“FDI”) in Retail Sector, 

however IKEA has obtained the desired approval for the investment in 

India; 
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ii)         There are number of activities under one roof of IKEA Store and separate 

legal provisions shall be applicable on separate activities. IKEA shall 

have to ensure compliance of all legal provisions and will need to obtain 

separate approvals for separately; 

iii)        Lack of Single window clearances for various activities. Therefore IKEA 

will have to obtain number of approvals for separate activities; 

iv)        The major approvals in India are normally granted by Government 

authorities for a short duration like one or two years and therefore IKEA 

will have to make sure to renew the approvals before the expiry of 

respective approvals; 

 

Q. What are the social/economical/technological barriers that could affect IKEA in 

India? 

A. In India, there is a wide gap with respect to the living / lifestyle / income level based 

on their Income, location (Metro / city / villages), weather conditions, trends etc. 

Therefore social, economic and technology condition of Indian people will vary from 

one person to another person. Therefore IKEA will have to use all the mode of its sale, 

post-sale service, to reach and service each type of consumer. 

 

          Q. What determines IKEA’s market entry mode in a new market?   

A. IKEA is in favour creating its owned store while entering into a new market. However, 

in case the legal framework of that particular agreement restrict IKEA to enter in a new 

market on owned structure basis, IKEA may also enter in a new market on a franchising 

basis too. For eg. In Dubai, business operation of any foreign company on a 100% owned 

basis is not allowed and the business by a foreign company can be establishment only 

with a local partner/collaborator. Therefore IKEA has enter into a Franchises Agreement 

with the Local Entity in Dubai granting it right to use IKEA Logo and business structure.  

 

         Q.What determines if IKEA would use franchising as a mode of entry in India? 

           A.Not Applicable in India. 

 

         Q.Who are IKEAS potential competitors in Indian? 

A.Plenty of players in the unorganised sector. 
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         Q.How is IKEA planning to differentiate themselves from their competitors in 

India? 

A. IKEA’s plan is nothing new but to follow the IKEA’s values by virtue of which IKEA 

would like to be knows as a value based Company which provides wide range of home 

furnishing solutions at a very low price so that many people can afford it. 

 

        Q. Is there any Government Regulation that affect or control your business? Why 

IKEA is expanding globally to gain profit, increase sales, reduce cost, learn new 

things, manage risk? 

 

A. The most activities of the IKEA business shall be regulated by Government as for 

practicing such activities, IKEA will have to obtain various approvals from government 

authorities and the same will required to be renewed from time to time and while 

granting / renewing the approvals, the government authorities shall consider various 

aspects. Therefore IKEA Business operations shall be regulated by government 

authorities by way of various approvals. 

Further, IKEA is expanding globally in order to expand itself to the whole world by 

virtue of which IKEA will be able to home solution offers to maximum people. The 

major benefits for the same are as under: 

i)   Understanding the different problems / situations in different countries in different    

situations by which IKEA will learn to solve new problem; 

ii)   To register the presence of the Company to the maximum people. 

iii)  Increase in Turnover & Profits 

iv)  Reduction of cost by way of high volume of work 

	


