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1. [bookmark: _Toc236996666][bookmark: _Toc237337324]Introduction
International market expansion represents a significant strategic decision for multinational corporations (MNCs), requiring firms to balance growth opportunities against political, economic, legal and cultural uncertainties. Successful market entry therefore depends on selecting an attractive host market and an entry strategy that aligns with organisational capabilities and the external business environment.
This report critically evaluates the proposed expansion of Caffè Nero, a UK-based multinational coffeehouse chain, into India, where the company had no significant operational presence as of 1 June 2026 (Caffè Nero, 2026). India offers substantial growth potential due to rapid urbanisation, rising disposable incomes and the expansion of premium café culture. However, the market also presents considerable challenges, including intense competition, regulatory complexity and diverse consumer preferences.
The analysis first evaluates Caffè Nero's international strategy using Bartlett and Ghoshal's (1989) framework before critically assessing India's political, economic, legal and cultural environment. These findings are then synthesised through Dunning's Eclectic (OLI) Paradigm to determine the strategic rationale for market entry. Finally, the report evaluates alternative entry modes and recommends the most appropriate strategy based on risk, control, resource commitment and long-term strategic fit.





[image: ]Figure 1. Conceptual visualisation of Caffè Nero's proposed market entry into the Indian café market.
Source: Author-generated conceptual illustration (2026).
[bookmark: _Toc236996667][bookmark: _Toc237337325]2. Organisational Classification and Global Strategy
International expansion requires multinational corporations (MNCs) to balance the competing demands of global integration and local responsiveness to sustain competitive advantage. Bartlett and Ghoshal's (1989) framework provides a useful lens for evaluating how firms coordinate international operations by categorising strategies as international, global, multidomestic or transnational. Applying this framework enables a critical assessment of whether Caffè Nero's existing international strategy supports its proposed expansion into India.

Table 1. Strategic Classification of Caffè Nero Using Bartlett and Ghoshal's (1989) Framework
	Strategic Dimension
	Evidence
	Critical Evaluation

	Global Integration
	Standardised brand identity, store ambience, coffee quality and operational procedures across international markets.
	Strengthens brand consistency and operational efficiency but may reduce flexibility in culturally diverse markets.

	Local Responsiveness
	Selective adaptation of food products, beverages and store formats according to host-country preferences.
	Improves local customer acceptance while maintaining a consistent global brand image.

	Knowledge Development
	Core capabilities and strategic decisions remain centrally coordinated across international operations.
	Facilitates knowledge transfer and quality control but may restrict innovation originating from local subsidiaries.

	Overall Strategic Classification
	International Strategy
	Caffè Nero leverages centrally developed competencies internationally while allowing limited local adaptation to meet market-specific requirements.


Source: Adapted from Bartlett and Ghoshal (1989) and Caffè Nero corporate information.
Bartlett and Ghoshal's (1989) framework indicates that Caffè Nero predominantly follows an International Strategy, characterised by centralised management of its brand identity, store format, customer experience and operational standards across overseas markets. This approach enables the firm to leverage firm-specific advantages, including its premium European brand positioning and operational expertise, while maintaining service consistency. At the same time, selective adaptation of menus and store formats demonstrates a degree of local responsiveness, recognising that complete standardisation is unlikely to maximise competitiveness across culturally diverse markets.
However, this classification should not be interpreted rigidly. The coexistence of centralised strategic control and limited local adaptation suggests elements of a hybrid strategy, reflecting a recognised limitation of Bartlett and Ghoshal's model, which assumes discrete strategic categories despite many contemporary multinational enterprises adopting mixed approaches. Consequently, Caffè Nero is more accurately characterised as predominantly international, with selective localisation enhancing market responsiveness.
From a global configuration perspective, Caffè Nero has established operations across Europe, the Middle East and North America (Figure 2), demonstrating a measured expansion strategy centred on premium positioning rather than rapid internationalisation. This geographic footprint supports economies of scale in procurement, branding and knowledge transfer while reinforcing organisational learning, an important source of sustained competitive advantage (Barney, 1991).
[image: ]
Caffè Nero's concentration in mature economies limits exposure to high-growth emerging markets. Expansion into India therefore offers diversification potential, provided the company balances global standardisation with local adaptation.
[bookmark: _Toc236996668][bookmark: _Toc237337326]3. Macro-Environmental Appraisal and Market Attractiveness
[bookmark: _Toc236996669][bookmark: _Toc237337327]3.1 Introduction
India represents an attractive yet complex market for Caffè Nero's proposed international expansion. The country's rapid urbanisation, expanding middle-class population, increasing disposable incomes and evolving café culture indicate significant long-term growth potential for premium coffee retailers. However, these opportunities coexist with substantial challenges, including intense competition from established domestic and international coffee chains, regulatory complexity, regional diversity and changing consumer preferences. Therefore, market attractiveness cannot be assessed solely through macroeconomic indicators but must also consider industry-specific conditions that influence the feasibility of successful market entry.
Accordingly, this section critically evaluates the political, economic, legal and cultural factors most relevant to Caffè Nero's business model and international strategy. Rather than providing a descriptive overview of India's external environment, the analysis focuses on how these factors are likely to influence the company's ability to establish, operate and sustain a competitive position within the Indian premium café market. The findings are subsequently synthesised using Dunning's Eclectic (OLI) Paradigm to assess whether Caffè Nero possesses the ownership, location and internalisation advantages necessary to support successful market entry and long-term value creation.

[bookmark: _Toc236996670][bookmark: _Toc237337328]3.2 Political Environment
India's political environment presents Caffè Nero with a favourable yet institutionally complex investment landscape. According to the institution-based view, multinational strategy is shaped not only by firm-specific resources and industry conditions but also by the formal and informal institutions governing host-country business environments (Peng, Wang and Jiang, 2008). This perspective is particularly relevant in India, where investment liberalisation coexists with regulatory responsibilities distributed across central, state and municipal authorities.
India has progressively liberalised its foreign direct investment (FDI) regime, permitting up to 100% foreign ownership under the automatic route across most sectors. Furthermore, the country attracted approximately US$81.04 billion in FDI during 2024–25, representing a 14% annual increase, demonstrating continued governmental commitment to attracting international investment (DPIIT, 2025). For Caffè Nero, this reduces political barriers to entry and provides the flexibility to pursue equity-based investment rather than relying solely on contractual entry modes. However, regulatory requirements for cafés, retail activities and imported products remain sector-specific and require careful legal verification before market entry.
Table 2. Political factors affecting Caffè Nero’s proposed entry into India
	Political factor
	Opportunity for Caffè Nero
	Associated risk
	Strategic implication

	Liberalised FDI environment
	Facilitates foreign ownership and capital commitment
	Sector-specific conditions may still apply
	Confirm the regulatory treatment of cafés, retailing and imported products before selecting an ownership structure

	Government support for inward investment
	Signals policy commitment to international business
	Policy implementation may differ between jurisdictions
	Prioritise investment-friendly metropolitan states and undertake location-specific due diligence

	Multi-level governance
	Allows local authorities to support urban hospitality investment
	Creates overlapping permissions and administrative variation
	Use local regulatory expertise and phased city-level entry

	Strengthening UK–India commercial relations
	May improve long-term investment predictability
	Benefits were not fully operational by the assignment cut-off
	Treat bilateral policy developments as future support rather than the main justification for entry


Source: Author’s analysis based on DPIIT, Government of India and international business literature
[image: ]Despite investment liberalisation, India's federal governance structure creates implementation challenges. Food-service operators must comply with licensing requirements administered by the Food Safety and Standards Authority of India (FSSAI) through the FoSCoS system, while additional approvals may vary across state and municipal authorities. Consequently, regulatory complexity is determined not only by national policy but also by local administrative practices, reinforcing the need to evaluate India as a collection of distinct regional markets rather than a homogeneous business environment.
Institutional differences also influence entry mode decisions. Meyer et al. (2009) demonstrate that variations in institutional quality shape multinational preferences for greenfield investment, acquisitions or joint ventures, while Xu and Shenkar (2002) argue that greater institutional distance increases uncertainty and transaction costs for foreign firms. For Caffè Nero, limited familiarity with India's multi-level regulatory environment increases the risks associated with immediate wholly owned expansion. Collaborating with an experienced local partner could facilitate regulatory compliance, property acquisition and stakeholder engagement, although this would require balancing local knowledge against reduced strategic control.
Overall, India's political environment is conditionally attractive. Liberal FDI policies enhance market accessibility, but fragmented regulatory implementation increases compliance costs and uncertainty. A phased entry into investment-friendly metropolitan markets would therefore reduce implementation risk.
[bookmark: _Toc236996671][bookmark: _Toc237337329]3.3 Economic Environment
India's economic environment offers significant long-term growth potential for Caffè Nero; however, market attractiveness depends more on the purchasing power and lifestyle preferences of urban consumers than on aggregate economic growth alone. Although India remains one of the world's fastest-growing major economies, demand for premium coffee is concentrated within metropolitan areas where disposable incomes, urbanisation and premium consumption patterns are strongest. Consequently, market entry should be evaluated through the commercial viability of Tier-1 cities rather than national economic indicators.
Sustained economic growth has expanded India's affluent and middle-income consumer segments, increasing expenditure on discretionary products such as premium food and beverage experiences. Euromonitor (2026) forecasts that India will have approximately 100 million affluent consumers (earning above US$10,000 annually) by 2029, creating a substantial customer base for premium café brands. For Caffè Nero, these trends support a market-seeking strategy targeting professionals, university students and younger consumers who increasingly associate cafés with work, leisure and social interaction.
Table 3. Economic Factors Influencing Caffè Nero's Proposed Entry into India
	Economic Factor
	Opportunity
	Challenge
	Strategic Implication

	Rising disposable income
	Expanding premium consumer base
	Income inequality
	Focus on affluent metropolitan consumers

	Growing middle class
	Higher demand for premium café experiences
	Demand concentrated in major cities
	Adopt phased city-by-city expansion

	Inflation
	Higher nominal consumer spending
	Reduced discretionary expenditure and higher operating costs
	Implement value-based pricing and menu flexibility

	Commercial rents
	Premium locations enhance brand visibility
	High occupancy costs in Tier-1 cities
	Prioritise flagship stores with strong revenue potential

	Exchange-rate volatility
	Local sourcing opportunities
	Increased import costs
	Develop local supplier partnerships where feasible


Source: Author's analysis based on Euromonitor (2026), IMF, World Bank and international business literature.

[image: ]Uneven regional purchasing power limits the viability of premium pricing outside major metropolitan centres, supporting an initial focus on Mumbai, Bengaluru, Delhi NCR and Hyderabad. Inflation presents an additional challenge by increasing labour, rental and commodity costs while reducing discretionary consumer spending. Euromonitor (2026) reports that café operators have responded through pricing adjustments, menu diversification and value-oriented offerings. Accordingly, Caffè Nero should maintain its premium positioning while adopting locally responsive pricing and menu flexibility rather than replicating UK pricing structures.
Location economics are equally important. Premium cafés depend on high-footfall commercial districts to maximise customer traffic and strengthen brand visibility; however, Tier-1 retail locations command substantial lease costs that may delay profitability during the market-entry phase. Similarly, exchange-rate volatility may increase the cost of imported equipment and speciality coffee products. Developing local supplier partnerships would therefore reduce currency exposure, improve supply-chain resilience and support growing consumer preferences for locally sourced products.
Overall, India's economic environment is highly attractive for Caffè Nero because rising affluence, urbanisation and premium consumption trends provide strong long-term demand. Nevertheless, these opportunities remain geographically concentrated and sensitive to inflationary pressures. A phased metropolitan expansion supported by disciplined site selection, local sourcing and value-based pricing is therefore likely to maximise long-term profitability while reducing financial risk.



[bookmark: _Toc236996672][bookmark: _Toc237337330]3.4 Legal Environment
India’s legal environment offers Caffè Nero a formal framework for establishing and protecting a foreign-owned food-service business; however, compliance extends beyond company incorporation and requires coordination across food safety, employment, taxation, intellectual property and local licensing regimes. Institutional-distance research suggests that unfamiliar regulatory systems increase the managerial resources required for foreign entry and can weaken performance when firms underestimate host-country complexity (Donnelly et al., 2024). Caffè Nero should therefore treat legal capability as a strategic resource rather than a purely administrative cost.
Food regulation represents the most immediate legal consideration. Under Section 31 of the Food Safety and Standards Act 2006, every food-business operator must obtain FSSAI registration or a licence, with applications and compliance administered through the Food Safety Compliance System. A commercial café chain would require licensing rather than the basic registration intended for very small operators. Licensed food businesses must also maintain a documented Food Safety Management System and comply with hygiene requirements based on Good Manufacturing Practices and Good Hygiene Practices; Schedule 4 specifically includes catering establishments. These requirements could strengthen consumer confidence in an international brand but would increase training, documentation, inspection and quality-control costs. Research on India’s food-safety system similarly identifies progress towards unified standards while highlighting continuing variation in infrastructure and enforcement (Government of India, 2006; FSSAI, 2020)
Table 4. Legal factors affecting Caffè Nero’s proposed entry into India
	Legal factor
	Principal requirement or risk
	Strategic implication for Caffè Nero

	FSSAI licensing
	Premises licensing, food-safety systems and hygiene compliance
	Establish central compliance standards and conduct regular outlet audits

	Labour regulation
	Wage, social-security, safety and employment obligations
	Budget for formal employment systems, staff training and payroll compliance

	Intellectual property
	Registration and enforcement of trademarks and brand assets
	Protect the Caffè Nero name, logo and related marks before launch

	Taxation
	GST, corporate taxes and possible import duties
	Model tax-inclusive prices and reduce reliance on imported inputs

	Local permissions
	Municipal, property, fire and operating approvals may vary by location
	Complete city-specific legal due diligence before signing leases


Source: Author’s analysis based on FSSAI, Ministry of Labour and Employment and Intellectual Property India.
Labour regulation also affects operating costs because cafés are labour-intensive and require flexible shifts. India’s consolidated labour framework covers wages, industrial relations, social security, and occupational safety and working conditions (Ministry of Labour and Employment, 2025). While consolidation can simplify an historically fragmented system, statutory wage, overtime, safety, written-employment and social-security obligations increase the cost of maintaining a formally employed and service-trained workforce. The impact will also vary across states because wage levels and local implementation differ. Caffè Nero should therefore avoid assuming that India’s comparatively lower wages automatically create a substantial labour-cost advantage.
Protection of intellectual property is particularly important because Caffè Nero’s competitive offering depends on its name, visual identity, store design and customer experience. India’s Trade Marks Registry operates under the Trade Marks Act 1999 and Trade Marks Rules 2017, permits foreign applicants and participates in the Madrid Protocol system (Intellectual Property India, 2025). Nevertheless, formal registration cannot by itself prevent imitation or inconsistent brand execution by partners. The company should register its trademarks before entry and embed detailed brand-control provisions within any franchise or joint-venture agreement.
Finally, taxation and imported-input regulation may affect pricing. GST, corporate taxation and duties on imported equipment or ingredients could reduce margins if Caffè Nero reproduces its UK supply model unchanged. Local sourcing would therefore provide not only economic benefits but also legal and customs simplification. Overall, India’s legal environment is manageable but compliance-intensive. It does not prevent entry, but it supports a phased strategy with strong local legal expertise, centralised food-safety controls and pre-entry protection of intellectual property.
[bookmark: _Toc236996673][bookmark: _Toc237337331]3.5 Cultural Environment
India’s cultural environment presents both substantial opportunities and adaptation challenges for Caffè Nero. Although India has traditionally been characterised by strong tea consumption, coffee is increasingly associated with urban lifestyles, social interaction and premium consumption among younger metropolitan consumers. Recent research indicates that beverage consumption in India is influenced not only by taste but also by perceived quality, lifestyle, social norms, health considerations and value perceptions, making cultural responsiveness particularly important for international food-service brands (Kate, Chaudhary and More, 2024). Consequently, Caffè Nero should avoid assuming that its established UK café proposition can be transferred unchanged to India.



Table 5. Cultural Factors Affecting Caffè Nero's Proposed Entry into India
	Cultural Factor
	Opportunity for Caffè Nero
	Associated Challenge
	Strategic Implication

	Growth of urban café culture
	Increasing acceptance of cafés as spaces for socialising, studying and working
	Intense competition from international and domestic café brands
	Differentiate through European café ambience, product quality and customer experience

	Tea-dominant beverage traditions
	Growing interest in coffee provides opportunities for category expansion
	Tea remains culturally embedded and coffee preferences vary substantially across regions
	Target metropolitan coffee consumers rather than attempting immediate mass-market penetration

	Younger and experience-oriented consumers
	Younger urban consumers increasingly value premium, personalised and digitally enabled experiences
	Consumer preferences and social trends can change rapidly
	Develop loyalty programmes, digital engagement and experience-led store formats

	Vegetarian and local dietary preferences
	Menu localisation can increase acceptance and widen the addressable customer base
	Excessive adaptation may weaken Caffè Nero’s distinctive European positioning
	Combine core Caffè Nero products with selected vegetarian and locally relevant menu options

	Premiumisation and value sensitivity
	Consumers may pay more for perceived quality, authenticity and experience
	Premium pricing can restrict demand in a price-sensitive market
	Compete through perceived value and experience rather than price premium alone

	Millennials and Gen Z
	High demand for experiential, digital and personalised consumption
	Rapidly changing preferences
	Invest in digital engagement, loyalty programmes and experiential retail

	Premiumisation
	Consumers increasingly value quality and authenticity
	Price sensitivity remains significant
	Deliver value through experience rather than premium pricing alone


Source: Author’s analysis based on Euromonitor International (2025; 2026), Kate, Chaudhary and More (2024) and relevant consumer-behaviour literature.


[image: ]One of the most important cultural considerations is the relationship between India’s established tea tradition and its emerging coffee culture. Tea remains deeply embedded in everyday consumption, meaning that Caffè Nero cannot assume that Western-style coffee consumption represents a universal preference. Nevertheless, evidence of changing urban consumption patterns suggests that younger consumers increasingly view cafés as lifestyle and social spaces rather than merely locations for purchasing beverages. Research into Indian beverage consumption similarly demonstrates that consumer choices are shaped by perceived quality, price, health benefits and social influences rather than product characteristics alone (Kate, Chaudhary and More, 2024). This creates an opportunity for Caffè Nero to position itself around experience, authenticity and product quality while concentrating initially on metropolitan consumers already familiar with premium café formats.
Dietary culture also requires selective localisation. India has a substantial vegetarian consumer base, while research into the Indian food-service sector demonstrates that changing health, ethical and lifestyle preferences are creating opportunities for vegetarian and plant-based offerings, although operational and market barriers remain significant (Sharma et al., 2023). For Caffè Nero, this implies that menu adaptation should extend beyond beverages to include a strong vegetarian range and selected locally relevant products. However, excessive localisation could dilute the European café identity that constitutes part of the company’s ownership advantage. A selective adaptation strategy would therefore be preferable, maintaining signature coffee products and store ambience while adapting food choices and flavours where consumer acceptance warrants modification.
Cultural change also strengthens the importance of experiential consumption. Younger urban consumers increasingly use cafés for social interaction, informal meetings, studying and leisure, creating value beyond the functional consumption of coffee. This supports Caffè Nero’s established emphasis on ambience and the European coffeehouse experience. However, culturally responsive positioning should not be interpreted as complete standardisation. Bartlett and Ghoshal’s (1989) framework suggests that international firms must balance the efficiency and brand consistency derived from global integration with sufficient local responsiveness to address host-market differences. In India, this balance is particularly important because cultural and dietary preferences vary considerably across consumer groups and regions.
Overall, India’s cultural environment supports selective localisation. Caffè Nero should retain its European brand and coffee expertise while adapting menu choices, pricing and digital engagement to metropolitan consumer preferences. 
[image: ]
[bookmark: _Toc236996674][bookmark: _Toc237337332]3.6 Market Entry Analysis Using Dunning's Eclectic (OLI) Paradigm
Following the macro-environmental appraisal, Dunning's Eclectic (OLI) Paradigm provides an appropriate framework for assessing whether Caffè Nero possesses the strategic conditions necessary for successful foreign direct investment (FDI) in India. Dunning (1988) argues that international expansion is most likely when firms simultaneously possess ownership (O), location (L) and internalisation (I) advantages. Rather than evaluating these dimensions independently, the framework explains how their interaction determines the viability of international market entry.
Table 7. Application of Dunning's Eclectic (OLI) Paradigm to Caffè Nero's Proposed Entry into India
	OLI Dimension
	Evidence from Macro-Environmental Analysis
	Strategic Implication

	Ownership Advantage
	Strong European brand identity, premium café positioning, operational expertise, consistent customer experience and international management capabilities.
	Enables Caffè Nero to differentiate itself within India's increasingly competitive premium café sector.

	Location Advantage
	Liberalised FDI environment, expanding affluent urban consumers, growing café culture and favourable long-term market growth despite regulatory complexity.
	India offers significant long-term market potential, particularly within metropolitan cities.

	Internalisation Advantage
	Brand quality, food safety, customer experience and operational consistency require close managerial control, while local knowledge remains essential.
	A phased equity-based entry supported by an experienced local partner provides an effective balance between control and market responsiveness.


Source: Author's synthesis based on Dunning (1988), Eden and Dai (2010) and the preceding macro-environmental analysis.
[image: ]The analysis indicates that Caffè Nero possesses significant ownership advantages through its established European brand identity, premium café positioning, operational expertise and consistent customer experience. These firm-specific assets provide competitive differentiation within India's expanding premium café sector. However, ownership advantages alone are insufficient for sustained success, as multinational firms must continually adapt proprietary capabilities to changing host-market conditions rather than relying solely on existing brand equity (Dunning, 1988; Eden and Dai, 2010).
India also offers compelling location advantages. Liberalised FDI policies, expanding affluent urban consumers and a rapidly developing café culture create favourable conditions for market-seeking investment. 
Nevertheless, these opportunities remain concentrated within major metropolitan areas and are accompanied by regulatory complexity and intense competition. Consequently, India should be viewed as a portfolio of high-potential urban markets rather than a homogeneous national market, reinforcing the rationale for phased metropolitan expansion.
Finally, internalisation advantages support maintaining managerial control over Caffè Nero's core strategic assets, particularly brand quality, food safety and customer experience. However, the political and legal analyses demonstrate that navigating India's institutional environment requires substantial local expertise, while the cultural analysis highlights the importance of adapting products and customer engagement to local preferences. Accordingly, complete internalisation through wholly owned expansion would increase financial and operational risk, whereas a carefully governed equity partnership or joint venture would provide an appropriate balance between strategic control and local market knowledge.
Overall, the OLI analysis supports market entry but indicates that sustainable success requires combining Caffè Nero’s ownership advantages with local expertise. A phased metropolitan expansion through an experienced equity partner therefore provides the strongest strategic fit.
[bookmark: _Toc236996675][bookmark: _Toc237337333]4. Entry Mode Strategy and Strategic Synthesis
[bookmark: _Toc236996676][bookmark: _Toc237337334]4.1 Historical Pattern Recognition
Selecting an appropriate market entry mode is a critical strategic decision because it determines the balance between control, resource commitment, operational risk and long-term competitive advantage (Anderson and Gatignon, 1986). Rather than relying on a single internationalisation strategy, Caffè Nero has historically adopted a flexible expansion model combining company-owned growth, partnerships and acquisitions according to host-market characteristics. This approach reflects Brouthers' (2002) argument that entry-mode selection should align with both firm-specific capabilities and institutional conditions rather than follow a standardised internationalisation strategy
[image: ].
Figure 7. International Expansion Timeline of Caffè Nero (1997–2026).
Source: Author's own illustration, developed from Caffè Nero corporate history and company reports (Caffè Nero, 2025; Nero Group, 2025).
Caffè Nero's expansion history demonstrates a consistent preference for maintaining strategic control while adapting governance structures to different market environments. The company initially expanded through wholly owned stores within the United Kingdom before entering international markets, beginning with Turkey (2007) and the United Arab Emirates (2009). More recently, acquisitions such as Coffee#1 have enabled faster market penetration and portfolio diversification while preserving operational standards across the business.



Table 8. Historical Entry Modes Adopted by Caffè Nero
	Market/Region
	Dominant Entry Mode
	Strategic Rationale
	Outcome

	United Kingdom
	Company-owned expansion
	Maintain complete control over brand identity and operational quality
	Established strong domestic market leadership

	Turkey
	Direct international expansion
	Extend brand presence into a strategically attractive emerging market
	Successful long-term international presence

	United Arab Emirates
	Partnership/franchise-supported expansion
	Utilise local market knowledge while reducing institutional uncertainty
	Successful regional expansion

	Coffee#1 (UK)
	Acquisition
	Accelerate market growth and strengthen portfolio diversification
	Expanded market share and operating network


Source: Author's synthesis based on Caffè Nero corporate history and company announcements. 
The historical evidence suggests that Caffè Nero does not pursue maximum ownership in every market but instead balances control against market uncertainty. This is consistent with Anderson and Gatignon's (1986) proposition that firms should select entry modes according to the trade-off between strategic control and risk. While company ownership remains central to protecting brand quality and customer experience, partnerships and acquisitions demonstrate a willingness to adapt governance structures where local knowledge or faster market access creates strategic value.
This pattern is further reflected in the Nero Group's recent expansion through targeted acquisitions, including Coffee#1, 200 Degrees and Compass Coffee, alongside continued organic growth. Rather than pursuing extensive franchising, the company has prioritised sustainable expansion supported by managerial oversight and operational consistency.
Overall, Caffè Nero's internationalisation history indicates that strategic flexibility, rather than adherence to a single-entry mode, underpins its competitive advantage. These historical patterns support the recommendation that entry into India should preserve managerial control while incorporating local market expertise, providing a logical foundation for evaluating the most appropriate entry mode in the following section.
[bookmark: _Toc236996677][bookmark: _Toc237337335]4.2 Strategic Fit and Justification
Although Caffè Nero has historically favoured high-control entry modes, replicating this approach without considering India's institutional and competitive environment would be strategically inappropriate. Entry-mode selection should reflect both organisational capabilities and host-country characteristics, including institutional complexity, market uncertainty and resource commitment (Anderson and Gatignon, 1986; Brouthers, 2002). Accordingly, the suitability of alternative entry modes must be evaluated against the political, economic, legal and cultural conditions identified in the preceding analysis.
Figure 8. Entry Mode Decision Matrix for Caffè Nero's Proposed Expansion into India
[image: ]
Figure 8. Entry Mode Decision Matrix for Caffè Nero's Proposed Expansion into India
Source: Author's own illustration based on Anderson and Gatignon (1986), Hennart (1988), Brouthers (2002), and Dunning (1988).






Table 9. Critical Evaluation of Alternative Entry Modes for India
	Entry Mode
	Advantages
	Limitations
	Overall Suitability

	Wholly Owned Subsidiary
	Maximum strategic control, protects brand quality, consistent customer experience
	High capital commitment and operational risk
	Moderate

	Master Franchise
	Rapid expansion, lower financial investment, strong local knowledge
	Reduced operational control and potential brand inconsistency
	Moderate

	Acquisition
	Immediate market access and established customer base
	Limited availability of suitable premium café chains and high acquisition costs
	Moderate

	Strategic Joint Venture / Equity Partnership
	Balances local expertise with strategic control while reducing market-entry risk
	Shared decision-making may slow implementation
	High


Source: Author's evaluation based on Anderson and Gatignon (1986), Brouthers (2002), Hennart (1988) and preceding analysis.
[image: ]The evaluation demonstrates that no single-entry mode satisfies all strategic requirements. A wholly owned subsidiary would maximise control over brand identity and customer experience but requires substantial capital investment and exposes Caffè Nero to significant operational risk during market entry. Conversely, a master franchise offers rapid expansion and local market knowledge but may weaken operational consistency and reduce the firm's ability to protect its premium brand positioning. Although acquisitions have supported the Nero Group's previous growth, the limited availability of suitable premium café chains in India and the integration risks associated with acquisitions reduce their strategic attractiveness (Hennart, 1988).
Among the alternatives, a strategic joint venture or equity partnership offers the strongest alignment with both Caffè Nero's ownership advantages and India's institutional environment. This approach balances strategic control with access to local market knowledge, enabling the company to manage regulatory complexity, identify suitable commercial locations and respond to evolving consumer preferences without compromising operational standards. The recommendation also supports the OLI analysis, which identified internalisation benefits through retaining control of core capabilities while leveraging partner-specific resources.
Importantly, this recommendation represents an evolution rather than a departure from Caffè Nero's historical internationalisation strategy. The company's expansion history demonstrates a consistent preference for protecting brand quality while adapting governance structures according to market conditions. Given India's greater institutional complexity and competitive intensity compared with Caffè Nero's earlier international markets, a phased equity-based partnership provides an appropriate balance between strategic flexibility and long-term control. This conclusion is consistent with Brouthers' (2002) argument that superior international performance depends on aligning entry-mode decisions with both firm-specific resources and host-country conditions.

[bookmark: _Toc236996678][bookmark: _Toc237337336]4.3 Conclusion and Recommendations
The findings of this report indicate that India represents a strategically attractive long-term market for Caffè Nero, supported by favourable FDI policies, sustained economic growth, an expanding affluent consumer base and the rapid development of premium café culture. However, these opportunities are accompanied by institutional complexity, regulatory requirements and increasing competitive intensity, reinforcing the need for an entry strategy that balances strategic control with local responsiveness (Brouthers, 2002).
The integrated application of Bartlett and Ghoshal's (1989) framework and Dunning's (1988) OLI Paradigm demonstrates that Caffè Nero possesses transferable ownership advantages through its premium brand, operational expertise and consistent customer experience, while India's location-specific advantages provide favourable conditions for market-seeking investment. Nevertheless, consistent with Meyer et al. (2009), the institutional characteristics of emerging markets require governance structures that combine strategic control with local market knowledge.
Accordingly, this report recommends that Caffè Nero adopts a phased equity-based joint venture as its preferred entry mode. Compared with wholly owned expansion, this approach reduces financial and operational risk while providing access to local regulatory expertise, commercial networks and consumer insights. At the same time, it offers greater strategic control than franchising, enabling the company to protect the premium customer experience that underpins its competitive advantage (Anderson and Gatignon, 1986; Beamish and Lupton, 2009).
The recommended strategy should initially focus on Mumbai, Bengaluru and Delhi NCR, where affluent consumers, mature retail infrastructure and established café culture provide the strongest commercial potential. Following successful market validation and organisational learning, Caffè Nero can progressively increase its ownership and expand into additional metropolitan markets.
Overall, sustainable success in India will depend not on replicating the company's previous internationalisation model but on adapting it to local institutional conditions. By combining its established international capabilities with carefully selected local partnerships and phased expansion, Caffè Nero will be well positioned to achieve long-term competitive advantage in one of the world's fastest-growing premium café markets.


[bookmark: _Toc236996679][bookmark: _Toc237337337]Section 2: Reflective Account (Gibbs' Reflective Cycle)

2.1 Description
This assessment required the development of an international market-entry strategy by evaluating a suitable host country and recommending an appropriate entry mode for a multinational enterprise. Selecting an appropriate organisation proved more challenging than expected because the availability of academic literature, corporate information and evidence of international expansion would directly influence the quality of the analysis. After evaluating several alternatives, I selected Caffè Nero and India, as this combination provided sufficient scope to apply international business theories within a realistic strategic context.
The report was developed using academic journals, company reports, government publications and industry data. Rather than producing a descriptive country analysis, I adopted a consultancy-style approach by integrating Bartlett and Ghoshal's (1989) framework, Dunning's (1988) OLI Paradigm and entry-mode theories throughout the strategic evaluation.

2.2 Feelings
Initially, I underestimated the complexity of the assignment because I assumed that selecting a host country and applying theoretical frameworks would be relatively straightforward. However, reviewing the literature highlighted that successful international expansion depends on aligning organisational capabilities with host-country conditions rather than identifying an attractive market alone. This initially reduced my confidence because I found it difficult to distinguish between description and critical analysis.
As the assignment progressed, my confidence increased. Feedback from lectures and seminars encouraged me to focus on evaluating the strategic implications of evidence rather than describing external factors. This shift fundamentally changed my approach to academic writing and strengthened my confidence in applying theory critically.

2.3 Evaluation
A key strength of my approach was organising the research before writing. Structuring evidence around the political, economic, legal and cultural environment, together with Caffè Nero's international strategy, enabled me to maintain a logical argument throughout the report.
Another strength was integrating theory with practical evidence. Rather than presenting models independently, I applied Bartlett and Ghoshal's (1989) framework to Caffè Nero's international strategy and used Dunning's (1988) OLI Paradigm to synthesise the macro-environmental findings. This demonstrated that strategic frameworks are most valuable when supporting managerial decision-making rather than describing business concepts.
The greatest challenge was balancing analytical depth with the word limit. Early drafts relied excessively on description, reducing opportunities for critical evaluation. Revising the report helped me prioritise strategic interpretation and remove unnecessary repetition.

2.4 Analysis
This assignment significantly broadened my understanding of international strategy. Before undertaking the assessment, I viewed market entry primarily as a choice between alternative entry modes. Completing the report demonstrated that entry-mode decisions are shaped by political, economic, institutional and cultural conditions as well as organisational capabilities, supporting Brouthers' (2002) argument that successful internationalisation requires alignment between firm resources and the host-country environment.
The assignment also strengthened my research and critical-thinking skills. I became more confident in evaluating peer-reviewed journals, government publications and industry reports while comparing evidence from multiple perspectives. This improved my ability to develop balanced strategic recommendations supported by credible evidence rather than relying on descriptive information or assumptions.

2.5 Conclusion
Overall, this assessment enhanced both my theoretical understanding and practical application of international business strategy. It reinforced that successful international expansion requires integrating organisational capabilities, environmental analysis and strategic judgement rather than relying on individual theoretical models. More importantly, I developed greater confidence in producing evidence-based strategic recommendations.

2.6 Action Plan
In future strategic projects, I will strengthen my research process by organising evidence before writing and synthesising academic literature more effectively across multiple sources. I also intend to continue developing consultancy-style reports through clearer strategic visuals, decision matrices and concise recommendations. Finally, I will begin future assignments earlier to allow additional time for critical review and refinement, improving both the quality of my analysis and my professional readiness for strategic decision-making.
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Figure 2. Current International Geographic Footprint of Caffé Nero

v
S
¢

CAFFE

MIDDLE EA

NERO

THE ITALIAN COFFEE C2

of

NORTH AMERICA

W

* United Kingdom
* Ireland

* Sweden
 Poland

* United Arab Emirates
o Turkey
¢ Cyprus

* United States of America

Source: Adapted from Caffé Nero corporate information (2025/2026).




image4.png
Figure 3. Political Environment and Strategic Implications for Caffé Nero
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Figure 4. Economic Drivers Supporting Caffé Nero’s
Entry into India
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Table 6. Summary of India’s Market Attractiveness
for Caffe Nero’s Proposed Market Entry
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Figure 6. OLI Framework Supporting
Caffé Nero’s Entry into India
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Caffe Nero: International Expansion Timeline
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Figure 5. Entry Mode Decision Matrix for Caffé Nero in India
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Figure 9. Final Entry Mode Recommendation
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