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[bookmark: _Toc216457425]Introduction
IKEA is one of the world’s most recognisable global retailers, known for its flat-pack furniture and Scandinavian design rooted in Swedish values of simplicity, equality and sustainability. These principles have shaped the company since its founding in 1943 and continue to influence its international growth (Johansson & Thelander, 2019). Today, with more than 460 stores worldwide, IKEA remains a leading example of a Scandinavian firm succeeding in diverse global markets (IKEA Group, 2023). India has become a key emerging market for the company, offering vast potential through its large population and expanding middle class, yet also presenting challenges due to cultural diversity, regulatory complexity and infrastructure gaps (World Bank, 2023). The contrast between Sweden’s advanced, innovation-driven economy and India’s rapidly developing but uneven institutional environment shapes the strategic choices IKEA must make (OECD, 2024). This report therefore examines IKEA’s expansion from Sweden to India, analysing strategic and cultural implications through the OLI framework and cross-cultural theory (Dunning, 1993; Hofstede, 2011), while also evaluating the suitability of its market entry mode and proposing SOP improvements to enhance long-term performance.
[bookmark: _Toc216457426]Benefits and Challenges of International Operations
[bookmark: _Toc216457427]2.1IKEA as a Multinational/Transnational Corporation
IKEA operates in more than 60 countries through a mix of franchised and wholly owned units, reflecting its position as a truly global multinational. Its coordinated structure under Inter IKEA Group showcases a transnational strategy that blends global standardisation with local responsiveness (Rugman & Verbeke, 2017; Bartlett & Ghoshal, 2002). In Sweden, the company’s home base, major stores, design centres, and innovation hubs continue to shape IKEA’s global identity and reinforce its sustainability-driven Scandinavian values (Johansson & Thelander, 2019). In India, IKEA is still in a rapid expansion phase, supported by a long-term investment of more than €1.5 billion and a strong localisation focus—sourcing over 30% of products domestically, adapting designs to Indian households, and collaborating closely with local suppliers to meet regulatory and consumer expectations (IKEA Group, 2023; The Economic Times, 2024).

2.2 Benefits of International Operations
IKEA’s international expansion provides a range of strategic, financial, and operational benefits that strengthen its position as a leading global retailer.
1. Economies of Scale: 
As a multinational corporation operating in more than 60 countries, IKEA benefits from a global footprint that enables it to consolidate production, sourcing, and distribution on a massive scale. Its multinational presence means it can source materials from multiple regions, optimise manufacturing across borders, and coordinate logistics through an integrated global supply chain—advantages that smaller domestic firms cannot achieve. By standardising designs and centralising key parts of its production system, IKEA reduces unit costs significantly, allowing it to maintain its low-price strategy in diverse markets such as Sweden and India. These cost efficiencies strengthen IKEA’s competitive position in both mature economies and rapidly growing emerging markets (Hill, 2022).
2. Global Brand Recognition:
IKEA has developed one of the most recognisable retail brands in the world. Its Scandinavian aesthetic, sustainability-focused values, and “democratic design” philosophy resonate strongly with international audiences, reinforcing customer loyalty across diverse cultures (Kotabe & Helsen, 2020). The brand’s Swedish identity—characterised by simplicity and functionality—serves as a unique selling point in emerging markets like India.
3. Diversification and Risk Management:
International operations reduce IKEA’s reliance on any single market. While economic conditions in Sweden or other European countries may fluctuate, high-growth emerging markets such as India, Indonesia, and Mexico provide important sources of long-term revenue stability (Statista, 2024). This diversified geographic portfolio enables IKEA to manage financial risk more effectively.
4. Access to New Consumer Segments:
India’s rapidly expanding middle class, urbanisation trends, and rising disposable incomes create substantial opportunities for IKEA. The company’s affordable home furnishings and space-saving solutions are well suited to Indian households, enabling IKEA to tap into a large and growing consumer base (World Bank, 2023). This market expansion supports IKEA’s long-term global growth strategy.
5. Sustainability and Innovation Synergies:
IKEA’s global footprint enables collaboration with suppliers, NGOs, and governments on major sustainability initiatives—including renewable energy, ethical sourcing, and circular economy practices. The company has already achieved high sustainability benchmarks, such as sourcing more than 98% of its wood from FSC-certified forests and committing to becoming climate positive by 2030 (IKEA Sustainability Report, 2023). International partnerships across countries like Sweden and India strengthen innovation and accelerate progress toward these environmental goals.
[bookmark: _Toc216457428]2.2.1 Nature of IKEA’s Global Value Chain
IKEA’s value chain integrates a wide range of globally coordinated activities—from product design and sourcing to production, logistics, and retail operations—allowing the company to leverage cost efficiencies and maintain consistency across markets.
• Research and Development (R&D):
IKEA’s core R&D and product design activities are centred in Sweden, especially in Älmhult, where its global design centre drives the brand’s distinctive blend of style, sustainability, and Scandinavian functionality. These efforts are supported by additional R&D offices in the Netherlands and other parts of Europe, helping maintain global consistency in material efficiency and eco-friendly innovation (IKEA Sustainability Report, 2023). Sweden’s innovation hubs remain essential to developing IKEA’s flat-pack solutions, circular product models, and low-carbon materials that define its worldwide identity.
• Sourcing and Production:
IKEA sources globally from over 1,000 suppliers in 50+ countries, with Asia contributing more than 20% of its supplier base, including India, China, and Vietnam (Statista, 2024). India has become especially important due to its low labour costs, strong manufacturing skills, and supportive government policies such as Make in India that encourage local production and foreign investment (Government of India, 2023). As part of this strategy, IKEA has expanded supplier partnerships across major Indian states like Maharashtra, Karnataka, Tamil Nadu, and Rajasthan.
• Logistics and Distribution:
IKEA operates a centrally coordinated global logistics network that links suppliers to stores through sea, rail, and road transport. Its well-known flat-pack system—first developed in Sweden—continues to reduce shipping costs, optimise container space, and lower carbon emissions (Johansson & Thelander, 2019). In India, this model is adapted to local conditions, including dense urban areas and uneven transport infrastructure, ensuring products can move efficiently across the country.
• Sales and Marketing:
IKEA’s retail strategy combines large stores, catalogue merchandising, and digital channels. In Sweden, it focuses on sustainability, Scandinavian design, and digital innovation, reflecting the country’s eco-conscious, tech-savvy consumers (IKEA Group, 2023). In India, IKEA uses a hybrid model of physical stores and e-commerce, highlighting affordability, family-oriented living, and locally adapted products to suit diverse cultural preferences.
• Financing and Ownership Structure:
IKEA separates intellectual property from retail operations. Inter IKEA Systems B.V. owns the brand and franchising rights, while Ingka Group runs most stores, enabling financial decentralisation, tax efficiency, and flexible expansion (The Guardian, 2023). This structure supports a unified global strategy while allowing local adaptation, as seen in India’s evolving retail regulations. Overall, IKEA combines Swedish design and global efficiency with local adaptation. Its mixed entry strategy and strong value chain enhance competitiveness, though cultural, regulatory, and sustainability challenges require ongoing flexibility. The next section applies the OLI framework to IKEA’s expansion from Sweden to India.
[bookmark: _Toc216457429]2.3 Challenges of International Operations
Despite its global presence, IKEA faces several challenges linked to cultural diversity, regulatory complexity, and operational risks.
1. Cultural Differences:
IKEA’s Scandinavian design philosophy, shaped by Swedish values of simplicity and functionality, does not always align with preferences in culturally distinct markets. In India, the initial unfamiliarity with self-assembly furniture created resistance among consumers who preferred ready-to-use products and home delivery. IKEA addressed this gap by offering low-cost assembly services and introducing product ranges suited to Indian household sizes and aesthetic preferences (BBC News, 2023).
2. Supply Chain Complexity:
Managing thousands of suppliers worldwide exposes IKEA to disruptions, fluctuating exchange rates, and variations in product quality. Global crises such as the COVID-19 pandemic and geopolitical instability have further strained its logistics networks and increased transportation costs (UNCTAD, 2022).
3. Regulatory and Bureaucratic Barriers:
Foreign investment regulations can slow expansion, particularly in emerging markets. IKEA’s entry into India was delayed due to restrictions on foreign ownership and sourcing requirements under the previous retail FDI rules. Navigating these regulatory frameworks demanded prolonged negotiations and adjustments to IKEA’s sourcing strategy (The Economic Times, 2024).
4. Sustainability Pressures:
Although IKEA is recognised as a global leader in sustainability, expectations continue to rise. Consumers increasingly demand ethical sourcing, reduced carbon emissions, and transparency across supply chains. Meeting these expectations is challenging given IKEA’s global scale and reliance on diverse suppliers (Guardian, 2023).
5. Intense Competition:
Competition is strong in both mature and emerging markets. In Sweden, IKEA faces established home retailers, online platforms, and design brands targeting sustainability-conscious consumers. In India, rivals like Pepperfry and Urban Ladder offer localised designs and fast delivery, pushing IKEA to combine global practices with local innovation (KPMG, 2023). With operations in over 60 countries, a supplier network of 1,000+ across 50 nations, and €47.6 billion in revenue in 2023 (IKEA Annual Report, 2023), IKEA leverages economies of scale, global brand strength, diversified market risk, and access to new consumers. Yet, as a large MNC, it must manage cultural, regulatory, and local adaptation challenges, explored next via the OLI framework and cultural analysis.

[bookmark: _Toc216457430] Impact of OLI (Ownership, Location, and Internalisation) Factors on Market Entry Modes
The OLI paradigm, introduced by Dunning (1993), explains why multinationals pursue FDI and choose specific entry modes. It highlights three advantages:
Ownership: firm-specific strengths like IKEA’s global brand, Scandinavian design expertise, and efficient production rooted in Swedish heritage.
Location: host market benefits, such as India’s growing middle class, favourable demographics, and government support for foreign investment.
Internalisation: deciding whether activities are best managed internally through subsidiaries or externally via franchising and partnerships (Narula & Verbeke, 2015).
Using the OLI framework clarifies why IKEA’s entry into India required localisation and strategic partnerships, while operations in Sweden remain fully integrated within its global structure.
[bookmark: _Toc216457431]
3.1 Entry Modes into International Markets
IKEA’s global expansion has relied on a mix of entry modes designed to match the institutional and competitive conditions of each host country.
• Franchising Model:
Franchising remains IKEA’s most widely used entry mode, particularly in Europe, the Middle East, and parts of Asia. This model allows the company to maintain strong brand control while reducing financial and operational risks in foreign markets. Franchising also supports rapid international scaling and enables local franchisees to adapt operations to regional cultural and regulatory requirements (Ghauri et al., 2021).
• Wholly Owned Subsidiaries:
In highly developed and strategically important markets, such as Sweden, IKEA operates primarily through wholly owned subsidiaries. This mode allows the company to retain full control over store management, supply chains, sustainability processes, and digital integration. Operating in its home country through full ownership also strengthens IKEA’s ability to experiment with new retail formats and innovation initiatives that can later be transferred to international markets (IKEA Group, 2023).
• Joint Ventures:
In emerging markets like India, joint ventures and strategic partnerships are crucial. Although IKEA entered India as a wholly owned subsidiary under the Single-Brand Retail FDI route, it collaborates with local manufacturers, logistics providers, artisans, and digital partners to meet regulations and build a localised value chain (The Economic Times, 2024). Overall, IKEA’s internationalisation reflects a hybrid strategy—franchising for global reach, subsidiaries for strategic control, and partnerships where localisation and regulatory adaptation are key
[bookmark: _Toc216457432]3.1.1 Ownership Advantages
IKEA possesses substantial ownership advantages that have shaped its internationalisation strategy for decades.
A. [bookmark: _Toc216457433]Brand Equity and Reputation
IKEA’s global reputation for affordable, sustainable, and functional furniture is a primary ownership advantage. Its brand equity is rooted in the concept of “Democratic Design,” combining form, function, quality, sustainability, and affordability (Johansson & Thelander, 2019). This strong global identity provides immediate recognition and consumer trust in new markets, such as India, where foreign brands often signify quality and reliability.
B. [bookmark: _Toc216457434]Knowledge, Innovation, and Managerial Capabilities
IKEA’s organisational knowledge extends across supply chain management, sustainability practices, and retail innovation. The company invests in continuous employee development, empowering local management to adapt global strategies to local markets (Ghauri et al., 2021). Its data-driven approach enables product design decisions aligned with consumer trends, such as compact living solutions for urban Indian homes.
C. [bookmark: _Toc216457435]Economies of Scale and Resource Capabilities
Operating globally enables IKEA to achieve economies of scale in procurement, production, and logistics, supporting its price leadership in cost-sensitive markets like India (Hill, 2022). Bulk purchasing, standardised designs, and renewable energy investments reduce costs and improve efficiency. Overall, IKEA’s ownership strengths—brand, managerial capability, innovation, and scale—underpin both its direct investments and franchise operations worldwide.
[bookmark: _Toc216457436]3.1.2 Location Advantages
IKEA’s entry decisions are shaped by the location-specific advantages of each host country. Comparing Sweden and India highlights significant differences in institutional strength, market potential, and economic context.
A. [bookmark: _Toc216457437] Sweden: A Stable, Highly Developed Market
As IKEA’s home country, Sweden offers a highly favourable environment for central operations.
· Stable Institutions: Strong governance, transparent regulations, and high-quality infrastructure create a reliable environment for business activity (OECD, 2024).
· High Purchasing Power: Swedish consumers value sustainability, quality, and Scandinavian design—core elements of IKEA’s identity (Guardian, 2023).
· Digital Maturity: Sweden’s advanced digital ecosystem supports IKEA’s omnichannel retailing and experimentation with new technologies.
These conditions make wholly owned operations effective in Sweden, allowing IKEA to maintain full control over innovation, supply chains, and strategic development.
B. [bookmark: _Toc216457438] India: A High-Potential Emerging Market
India’s location advantages differ sharply from Sweden and are rooted in demographic and economic growth.
· Large Market Size: With over 1.4 billion people and a rapidly expanding middle class, India offers major long-term consumption potential (World Bank, 2023).
· Government Support: Policies such as Make in India promote foreign investment, local sourcing, and manufacturing partnerships (Government of India, 2023).
· Cost Benefits: Lower production and labour costs strengthen IKEA’s competitiveness, supported by the fact that over 30% of its Indian products are now locally sourced (IKEA Group, 2023).
C. [bookmark: _Toc216457439]Comparative Implications
Sweden provides strong efficiency-based advantages, while India offers market-seeking opportunities. IKEA’s dual strategy—maintaining standardisation in mature markets like Sweden and using localisation in emerging economies such as India—demonstrates its ability to align location advantages with long-term international goals (Rugman & Verbeke, 2017).
[bookmark: _Toc216457440]3.1.3 Internalisation Advantages
Internalisation advantages explain why IKEA chooses to manage some activities internally while relying on external partners in others. IKEA’s global expansion reflects a balance between full ownership, franchising, and strategic partnerships. IKEA combines a wholly owned subsidiary with local partnerships to strengthen localisation and supply chain integration.
A. [bookmark: _Toc216457441]Control and Quality Assurance
In its home market of Sweden, IKEA operates through fully owned units, enabling strict control over product quality, supply chain standards, and sustainability practices. This ensures a consistent brand experience and supports Sweden’s strong emphasis on environmental responsibility (IKEA Sustainability Report, 2023).
B. [bookmark: _Toc216457442] Hybrid Models in India
While IKEA entered India as a wholly owned subsidiary of Ingka Group, it also relies on partnerships with local suppliers and service providers to meet sourcing rules and adapt to regional needs. This hybrid structure balances global control with local responsiveness (The Economic Times, 2024; KPMG, 2023).
C. [bookmark: _Toc216457443] Knowledge Transfer and Localisation
Internal control supports knowledge transfer across markets, allowing IKEA to integrate global sustainability and retail expertise with local adaptations. For example, IKEA modified its in-store restaurant menu in India to include vegetarian and local dishes to meet cultural preferences (BBC News, 2023).
D. [bookmark: _Toc216457444]Cost and Risk Considerations
Maintaining internal oversight protects IKEA’s intellectual property and brand integrity—important in markets like India, where informal competition and imitation remain challenges (UNCTAD, 2022).
[bookmark: _Toc216457445]3.2 OLI Integration: IKEA’s Entry Strategy in India vs. Sweden 
Using the OLI framework together shows how IKEA adapts its entry strategy to different national contexts:
· In Sweden, IKEA benefits from strong ownership advantages—such as its globally recognised brand, design expertise, and economies of scale—combined with stable location advantages like high institutional quality and strong purchasing power. These conditions support full internalisation through wholly owned operations, allowing IKEA to maintain complete control and deliver a consistent retail experience (OECD, 2024).
· In India, IKEA leverages its ownership strengths but must also navigate complex regulations, cultural differences, and diverse consumer preferences. India’s location advantages—large market size, favourable demographics, and cost efficiencies—encourage a hybrid entry model, where IKEA retains ownership of stores but collaborates extensively with local suppliers and institutions to meet sourcing rules and adapt offerings (The Economic Times, 2024).
Overall, IKEA’s contrasting strategies in Sweden and India show how OLI factors interact across markets. The company’s ability to shift between full control and hybrid governance highlights its global learning capacity and commitment to balancing standardisation with local responsiveness.
The OLI framework helps explain IKEA’s international expansion. Strong ownership advantages—global brand, design innovation, and economies of scale—support cross-border competition. Location factors differ: Sweden offers stable institutions and high purchasing power, while India’s large market, cost benefits, and growing economy encourage expansion. Internalisation determines control, from fully owned operations in Sweden to a hybrid model in India with local partnerships (Dunning, 1993). This comparison shows how IKEA balances global expertise with local responsiveness. The next section examines how cultural differences further shape its market entry and operations.
[bookmark: _Toc216457446]4. Cultural Differences and Their Impact on Market Entry and Success
Cultural differences play a vital role in shaping the international strategies of multinational corporations. According to Hofstede’s Cultural Dimensions Theory (2011), national culture influences organisational behaviour, leadership, marketing, and consumer decision-making. For global firms like IKEA, originating from Sweden—a country known for egalitarianism, individualism, and low power distance—entering culturally diverse markets like India presents both opportunities and challenges.
The cultural gap between Sweden and India affects not only IKEA’s market entry strategy but also its operational design, human resource practices, and customer engagement models. Understanding and managing these differences is crucial for achieving sustainable growth and brand acceptance in emerging markets.

[bookmark: _Toc216457447]4.1 Overview of Cultural Differences: Sweden vs. India
[bookmark: _Toc216457448]4.1.1 Hofstede’s Dimensions of Culture
Hofstede’s (2011) model identifies six cultural dimensions: Power Distance, Individualism vs. Collectivism, Masculinity vs. Femininity, Uncertainty Avoidance, Long-Term Orientation, and Indulgence. Applying this model highlights fundamental contrasts between Swedish and Indian business environments:
	Dimension
	Sweden
	India
	Implications for IKEA

	Power Distance
	Low (egalitarian, flat hierarchies)
	High (respect for authority and hierarchy)
	Swedish management values equality and consensus, while Indian teams expect strong leadership and clear direction.

	Individualism vs. Collectivism
	Highly individualistic
	Moderately collectivist
	IKEA must balance autonomy with community-oriented initiatives in India.

	Masculinity vs. Femininity
	Feminine (quality of life, cooperation)
	Moderately masculine (achievement-focused)
	Swedish values of simplicity and equality may contrast with Indian emphasis on status and aspiration.

	Uncertainty Avoidance
	Low
	Medium
	IKEA’s flexible approach aligns well with India’s adaptive business culture.

	Long-Term Orientation
	High
	High
	Both cultures value long-term relationships, supporting sustainable partnerships.

	Indulgence
	High
	Low
	Indian consumers are value-conscious, requiring affordability and practicality in product offerings.


(Hofstede Insights, 2024; Trompenaars & Hampden-Turner, 2012)
This contrast demonstrates that IKEA’s Swedish business model—which thrives in flat, consensus-driven cultures—needs adaptation in India, where hierarchical structures and relational trust dominate business interactions.
[bookmark: _Toc216457449]4.2 Cultural Influence 
[bookmark: _Toc216457450]4.2.1 Leadership and Organisational Culture
Swedish organisational culture emphasises participative management, trust, and decentralisation (Håkanson & Dow, 2019). In IKEA’s home operations and in markets like the UK, decision-making tends to be democratic, with open communication and minimal hierarchy. However, in India, this model required modification. Indian employees often prefer clear authority lines, explicit instructions, and structured feedback systems. IKEA’s leadership in India, therefore, blends Swedish openness with Indian hierarchical expectations—offering empowerment while maintaining guidance (BBC News, 2023).
The company’s early training programmes in India also focused on cultural sensitivity and cross-cultural communication, ensuring that Swedish expatriates understood local norms related to communication, respect, and work–life balance (KPMG, 2023).
[bookmark: _Toc216457451]4.2.2 Consumer Behaviour and Market Positioning
Cultural values significantly influence consumer preferences. In Sweden and the UK, IKEA’s minimalist design and self-service concept resonate with consumers’ preference for independence and functionality. However, Indian consumers value service orientation and customisation. The concept of “Do-It-Yourself” (DIY) was initially foreign to Indian households accustomed to “Do-It-for-Me” (DIFM) services due to the availability of low-cost labour (The Economic Times, 2024).
To bridge this gap, IKEA introduced:
· Home delivery and assembly services at affordable rates.
· Product adaptations like smaller furniture for compact homes, steel utensils, and brighter colour palettes suited to Indian tastes.
· Restaurant menus with local items such as biryani and samosas to enhance the cultural experience (IKEA Group, 2023).
This localisation demonstrates cultural empathy and strategic adaptation—key principles of international marketing success (Kotabe & Helsen, 2020).
[bookmark: _Toc216457452]4.3 Cross-Cultural Communication and Human Resource Management
[bookmark: _Toc216457453]4.3.1 Communication Styles
Swedish communication is typically direct, low-context, and egalitarian, while Indian communication is indirect, high-context, and deferential (Meyer, 2015). Misunderstandings can occur if Swedish managers see politeness as hesitation or Indian employees view direct criticism as disrespect. To address this, IKEA offers intercultural training and adapts HR policies to balance Swedish values—like inclusivity, gender diversity, and fair pay—with Indian expectations of hierarchy and respect (IKEA Sustainability Report, 2023).
[bookmark: _Toc216457454]4.3.2 Recruitment and Workforce Diversity
IKEA’s Indian workforce is diverse, with many women in managerial and operational roles, reflecting its global focus on gender equality (Guardian, 2023). Recruitment emphasises community empowerment and livelihood creation, appealing to India’s collectivist culture. The company also hires from underprivileged and differently abled groups, aligning social responsibility with local values (IKEA Group, 2023).
[bookmark: _Toc216457455]4.4 Cultural Influence on Marketing and Customer Engagement
[bookmark: _Toc216457456]4.4.1 Advertising and Branding
IKEA’s marketing highlights simplicity, sustainability, and Scandinavian living. In Sweden, ads focus on minimalist design, environmental responsibility, and functional living (Statista, 2024). In India, campaigns are more emotional, emphasising family, togetherness, and affordability. For instance, the “Make Everyday Brighter” campaign showcased Indian households, blending tradition and modernity to appeal to the middle class (The Economic Times, 2024). This adaptation boosts cultural relevance and trust in India.
[bookmark: _Toc216457457]4.4.2 Retail Experience
Cultural expectations also shape IKEA’s store layouts and customer experience. In Sweden, the classic large-format IKEA store—with self-service pathways and spacious showrooms—fits well with consumers familiar with DIY culture and independent shopping.
In India, IKEA adapted its model by introducing smaller urban stores and experience zones, accommodating dense city environments and different shopping behaviours. The company also added family-oriented features such as play areas, expanded seating, and culturally appropriate amenities, enhancing the social and family-focused nature of Indian retail experiences  (KPMG, 2023).
[bookmark: _Toc216457458]4.5 Cultural Challenges and Adaptation Strategies
Despite its success, IKEA continues to face challenges related to cultural adaptation:
1. Balancing Standardisation and Localisation: Ensuring brand consistency while adapting products, communication, and services for Indian consumers remains complex.
2. Training and Leadership Integration: Swedish managers must continuously develop cross-cultural leadership skills to effectively lead Indian teams.
3. Cultural Misinterpretations: Differences in communication, punctuality, and negotiation styles can lead to misunderstandings, requiring ongoing intercultural education.
IKEA addresses these challenges through a “Global Strategy”—maintaining global standards in sustainability and design while encouraging local innovation and participation. The firm’s collaboration with Indian artisans for its RANGTAN Collection, inspired by Indian craft traditions, exemplifies how cultural adaptation can strengthen both brand identity and local partnerships (BBC News, 2023; IKEA Group, 2023).
In summary, cultural differences between Sweden and India shape IKEA’s international strategy. Swedish values of equality and simplicity contrast with India’s emphasis on hierarchy, collectivism, and emotional connection. IKEA’s success in India depends on balancing these differences. By applying Hofstede’s dimensions and cross-cultural practices, it has localised products, communication, and HR policies while maintaining its Scandinavian identity. This cultural intelligence enhances IKEA’s global adaptability. The next section proposes three SOP adjustments to support long-term success in India, based on OLI and cultural insights.
[bookmark: _Toc216457459] Recommendations – Adjustments to IKEA’s Standard Operating Procedures (SOPs) for Success in India
International expansion requires dynamic adaptability to local contexts without compromising corporate identity. For IKEA, the challenge lies in balancing its Scandinavian business model, centred on efficiency, equality, and sustainability, with the socio-economic realities and cultural characteristics of emerging economies like India.
While IKEA has already made progress through local sourcing, tailored marketing, and hybrid ownership structures, further refinements in its Standard Operating Procedures (SOPs) are essential to achieve long-term operational success. Based on the preceding analyses of OLI factors and cultural differences, this section recommends three major strategic adjustments in IKEA’s SOPs related to:
1. Enhanced Localisation and Supply Chain Integration
2. Culturally Adaptive Human Resource Management (HRM)
3. Sustainability-Driven Community Engagement and Brand Localisation
These recommendations aim to strengthen IKEA’s competitive positioning, customer engagement, and social legitimacy in India’s diverse and rapidly evolving retail environment.
[bookmark: _Toc216457460]5.1 Adjustment 1: Enhanced Localisation and Supply Chain Integration
[bookmark: _Toc216457461]5.1.1 Rationale
India’s regulatory framework, consumer diversity, and infrastructural disparities require IKEA to develop deep localisation within its supply chain and operations. While the company already sources over 30% of its products locally, the target should be expanded to 50–60% within the next five years to align with government policies such as Make in India (Government of India, 2023). This strategy supports both cost efficiency and socio-economic inclusion.
[bookmark: _Toc216457462]5.1.2 Operational Modifications(in this I have to mention that ‘I have to explain in previous paragraph I have to give regen)
· Diversification of Supplier Base:
IKEA should broaden its supplier network to include small and medium-sized enterprises (SMEs) and regional artisans. Collaborations with cooperatives can reduce supply bottlenecks while strengthening the company’s cultural authenticity through traditional Indian designs (BBC News, 2023).
· Digital Integration of Supply Chain:
Adopting AI-driven inventory management systems and real-time supplier analytics can enhance transparency and responsiveness. IKEA’s European digital logistics model could be adapted to India by integrating local third-party logistics providers (KPMG, 2023).
· Local Production Clusters:
IKEA could establish regional manufacturing hubs in states such as Maharashtra, Tamil Nadu, and Telangana, leveraging existing infrastructure and logistics connectivity. These clusters would reduce transportation costs, shorten delivery times, and lower carbon emissions (IKEA Sustainability Report, 2023).
[bookmark: _Toc216457463]5.1.3 Strategic Benefits
By embedding localisation within its SOPs, IKEA will achieve multiple strategic outcomes:
· Compliance with FDI Regulations: Meeting India’s sourcing requirements enhances legitimacy with local authorities.
· Cost Efficiency: Localised sourcing reduces import duties, logistics expenses, and currency fluctuation risks.
· Brand Credibility: Engaging local suppliers and artisans promotes cultural authenticity and emotional resonance with Indian consumers.
· Sustainability Impact: Reduced transport distances and renewable energy usage align with IKEA’s global “People and Planet Positive” agenda (IKEA Group, 2023).
[bookmark: _Toc216457464]5.1.4 Risks and Mitigation
· Challenges such as quality consistency, infrastructure limitations, and supplier training must be addressed through continuous capacity-building programs and long-term supplier partnerships. IKEA should extend its IWAY (Supplier Code of Conduct) framework to include tailored local training modules, focusing on sustainability, safety, and innovation (Guardian, 2023).
[bookmark: _Toc216457465]5.2 Adjustment 2: Culturally Adaptive Human Resource Management (HRM)
[bookmark: _Toc216457466]5.2.1 Rationale
The success of IKEA’s operations in India depends not only on product localisation but also on effective human capital management that bridges the cultural gap between Swedish egalitarianism and Indian hierarchical traditions. The company must integrate cultural intelligence into its HRM systems to enhance employee engagement, leadership effectiveness, and organisational cohesion (Meyer, 2015; Hofstede, 2011).
[bookmark: _Toc216457467]5.2.2 Operational Modifications
· Cross-Cultural Leadership Development:
IKEA should establish Cross-Cultural Leadership Academies that provide intercultural communication and management training for both Swedish expatriates and Indian managers. Programmes should focus on empathy, trust-building, and conflict resolution, promoting synergy between global and local teams (Håkanson & Dow, 2019).
· Hybrid Organisational Hierarchy:
A hybrid structure blending Swedish decentralisation with Indian clarity in authority should be adopted. Managers can use participative decision-making but maintain transparent guidance systems to avoid ambiguity.
· Employee Empowerment and Gender Inclusion:
India’s workforce diversity provides an opportunity for IKEA to extend its commitment to equality. Its current inclusion rate of women (over 45%) in Indian stores could be expanded through mentorship programmes and childcare support systems (Guardian, 2023).
· Performance Evaluation and Incentives:
IKEA should adapt its performance metrics to reflect cultural expectations. In India, recognition-based incentives and team performance appraisals often yield higher motivation than purely individual metrics.
[bookmark: _Toc216457468]5.2.3 Strategic Benefits
Implementing these HRM modifications can yield multiple benefits:
· Higher Retention Rates: A culturally sensitive workplace reduces turnover and enhances loyalty.
· Enhanced Leadership Effectiveness: Managers are better equipped with cultural intelligence to foster stronger teams.
· Employer Branding: IKEA will strengthen its reputation as a fair, inclusive, and development-oriented employer.
· Increased Productivity: Motivated, well-trained employees directly improve customer service and operational performance.
[bookmark: _Toc216457469]5.2.4 Risks and Mitigation
Potential cultural misunderstandings and communication barriers may persist. To mitigate these, IKEA should implement ongoing cultural awareness workshops, anonymous employee feedback systems, and clear escalation procedures for resolving workplace conflicts (KPMG, 2023).
[bookmark: _Toc216457470]5.3 Adjustment 3: Sustainability-Driven Community Engagement and Brand Localisation
[bookmark: _Toc216457471]5.3.1 Rationale
For IKEA, sustainability and social impact are not just ethical imperatives—they are strategic differentiators. In India, where environmental and social awareness are rising, integrating sustainability into community engagement and marketing SOPs can enhance brand trust and long-term resilience.
India’s demographic diversity means IKEA’s social initiatives should extend beyond environmental responsibility to include community development, education, and empowerment—areas that align with local cultural expectations of corporate citizenship (World Bank, 2023).
[bookmark: _Toc216457472]5.3.2 Operational Modifications
· Localised Sustainability Campaigns:
IKEA could develop campaigns such as “Sustainability Begins at Home”, encouraging waste reduction and energy-efficient living among Indian households. These initiatives would resonate with both urban and rural consumers.
· Community-Based Partnerships:
Collaborating with NGOs and local governments to support skills training, women’s empowerment, and sustainable craftsmanship can deepen IKEA’s community roots (BBC News, 2023). For example, its partnership with Indian artisans for the RANGTAN Collection should be expanded into a nationwide social enterprise initiative.
· Circular Economy Integration:
India’s growing waste management challenges present opportunities for IKEA to introduce furniture recycling programmes, repair services, and second-hand resale platforms—replicating successful pilots from Europe but adapted to local logistics and cost structures (IKEA Sustainability Report, 2023).
· Renewable Energy Integration:
IKEA’s Indian stores could adopt solar energy microgrids and rainwater harvesting systems, positioning the company as a sustainability pioneer in retail (Guardian, 2023).
[bookmark: _Toc216457473]5.3.3 Strategic Benefits
· Brand Differentiation: Aligning with local social and environmental causes strengthens IKEA’s emotional connection with Indian consumers.
· Long-Term Customer Loyalty: Community-driven initiatives promote goodwill and advocacy.
· Operational Efficiency: Sustainable sourcing and energy efficiency reduce long-term operational costs.
· Regulatory Goodwill: Active community engagement supports compliance with India’s Corporate Social Responsibility (CSR) requirements under the Companies Act (2013) (Government of India, 2023).
[bookmark: _Toc216457474]5.3.4 Risks and Mitigation
Implementation risks include high initial costs and potential stakeholder resistance. IKEA can mitigate these by forming public–private partnerships, co-financing projects with local governments, and leveraging green financing and carbon credits to offset costs (UNCTAD, 2022).
[bookmark: _Toc216457475]5.4 Integrated Strategic Outlook
These three recommended adjustments reinforce IKEA’s transnational business model by integrating global efficiency with local responsiveness (Bartlett & Ghoshal, 2002). Collectively, they achieve:
· Operational Synergy: Aligning supply chain localisation with sustainable production.
· Human Capital Optimisation: Building culturally intelligent leadership.
· Sustainable Value Creation: Strengthening social impact and environmental stewardship.
The integration of these SOP adjustments into IKEA’s Indian operations will also enhance knowledge transfer between markets, enabling innovations in digital logistics, sustainability, and inclusive employment that could later be replicated globally.
In conclusion, IKEA’s long-term success in India relies on integrating localisation, cultural adaptation, and sustainability into its core operations. The recommended SOP enhancements—strengthening local supply chains, adopting culturally responsive HRM practices, and expanding sustainability-focused community initiatives—align closely with both Dunning’s OLI framework and established cross-cultural management theories (Hofstede, 2020).
By formalising these strategies, IKEA can deepen its presence in the Indian market while reinforcing the values rooted in its Swedish heritage, particularly sustainability, democratic design, and social responsibility (IKEA Sustainability Report, 2023). The next section concludes the report by reflecting on IKEA’s global expansion journey, comparing its strategic approaches in Sweden and India, and summarising the key insights derived from this analysis.

[bookmark: _Toc216457476]Conclusion
IKEA’s international strategy demonstrates its ability to balance global efficiency with local adaptation. Rooted in Swedish heritage, the company extends affordability, sustainability, and innovative design across diverse markets. In Sweden, stable institutions, advanced infrastructure, and a digitalised consumer base allow a standardised, efficiency-focused approach (OECD, 2024). In India, operations are more adaptive, shaped by cultural diversity, emerging economic conditions, and regulatory requirements. Using Dunning’s OLI framework, IKEA’s ownership strengths—global brand, design innovation, and supply chain expertise—drive competitiveness, while India’s location advantages offer long-term growth (World Bank, 2023).
Cultural differences further influence strategy. Sweden’s egalitarian, low-power-distance culture contrasts with India’s hierarchical, collectivist norms, requiring adjustments in communication, HR, and customer engagement (Hofstede, 2020). The report recommends three SOP enhancements: deeper localisation and supply chain integration, culturally responsive HR management, and sustainability-focused community initiatives.
Overall, IKEA shows that global success relies on strategic flexibility, cultural intelligence, and social responsibility. By combining its Scandinavian ethos with local adaptation, it exemplifies how a transnational corporation can thrive in diverse, interconnected markets.
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