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1. [bookmark: _Toc215704717][bookmark: _Hlk211676430]INTRODUCTION 
This report aims to provide international business consultancy analysis of IKEA’s market entry and expansion into India, a strategic emerging economy. IKEA – Swedish-based global store with operations throughout the world operating in areas ranging from product design to sourcing, manufacturing agreements, logistics, multichannel retailing and a franchise system that safeguards a shared brand identity (Ingka Group, 2023). India is chosen based on its population size, growth of middle-income class, shifting retail policy and potential role as both an engine for growth and a sourcing power (India Briefing, 2012). The report first evaluates the benefits and challenges of IKEA’s international operations across the value chain. It then applies Dunning’s Ownership, Location, and Internalisation framework to assess IKEA’s high-control entry mode in India (Dunning, 1979). Next, it analyses cultural distance and its implications for strategy execution. Finally, it recommends standard operating procedure adjustments to localise efficiently while preserving IKEA’s core advantages.
2. [bookmark: _Toc215704718]BENEFITS AND CHALLENGES OF INTERNATIONAL OPERATIONS
[bookmark: _Toc215704719]2.1 WHY IKEA IS AN MNC/TNC
Multinational enterprises are generally defined as firms that own and control significant business activities in at least two foreign countries beyond their home base (Hans, 2025). They are usually headquartered in one country and operate foreign affiliates linked through common ownership and a unified strategy (Luo & Tung, 2025). Transnational corporations go further by dispersing activities and some decision-making across multiple locations to balance global efficiency with local responsiveness, as captured in the Bartlett and Ghoshal model (Luo & Tung, 2025).
IKEA clearly fits these characteristics. It operates hundreds of stores in more than sixty countries and generates substantial global retail sales, with almost all stores run under franchise agreements from Inter IKEA Systems B.V., the owner of the IKEA Concept and trademarks (IKEA, 2024; IKEA, 2025f). Inter IKEA Group coordinates range development, supply and the franchise offer, while Ingka Group, the largest franchisee, operates most IKEA retail locations worldwide under a common brand and strategy (Ingka Group, 2023; Ingka Group, 2024). The combination of central brand and concept ownership, globally integrated product and supply development, and locally embedded subsidiaries and franchisees indicates that IKEA functions both as a multinational enterprise and, in practice, as a transnational corporation.
[bookmark: _Toc215704720]2.2 NATURE OF IKEA’S GLOBAL OPERATIONS
IKEA’s international operations are organised around an integrated value chain that links product development, sourcing, manufacturing, logistics, retail and financing through a distinctive franchise system. Inter IKEA Group oversees range development, supply and the franchise offer, while Ingka Group acts as the largest franchisee, operating most IKEA stores worldwide (IKEA, 2025a; IKEA, 2025b). This architecture allows central coordination of the IKEA Concept alongside decentralised implementation in local markets. Product development and range leadership are centrally based in Älmhult, Sweden (IKEA of Sweden), which steers the global assortment from first sketch to final product (IKEA, n.d.; Inter IKEA Group, 2025).
Product development is guided by the “Democratic Design” philosophy, which requires each product to balance form, function, quality, sustainability and low price (IKEA, 2025c). Designers and engineers are expected to combine cost innovation, such as flat-pack formats and material efficiency, with durability and environmental performance, making sustainability a core design parameter rather than an optional feature (Hargreaves, 2024). The Älmhult-based design hub coordinates global standardisation of core designs while enabling adaptation to local needs (IKEA, n.d.).
IKEA coordinates one of the largest global sourcing networks in retail, working with around 1,500–1,600 suppliers in over fifty countries and regulating social and environmental standards through the IWAY code of conduct and audit system (IKEA, 2025d; IKEA, 2025e). Production is predominantly outsourced to independent manufacturers, with the largest supply and production hubs in China, Poland, Italy, Germany and Sweden (IKEA, n.d.). This configuration provides cost and capacity advantages but also creates dependence on external partners and exposure to supply disruptions and quality problems.
Logistics and distribution are managed by IKEA Supply Chain Operations, which uses regional distribution centres, standardised packaging and digital tools for forecasting and inventory management, with a growing focus on decarbonising transport and warehousing (IKEA, 2024a). The global network supports economies of scale but increases vulnerability to trade shocks, rising freight costs and geopolitical disruptions (Reid, 2024a). On the retail side, IKEA operates hundreds of stores worldwide and offers around 12,000 products online, with an omnichannel model that integrates large stores, smaller urban formats and e-commerce (IKEA, 2024; Ingka Group, 2023; Reid, 2024).
Financing and ownership further shape international operations. Inter IKEA Systems B.V. owns the IKEA Brand and Concept and acts as worldwide franchisor; all stores except the IKEA Delft store in the Netherlands operate under franchise agreements and pay a 3% franchise fee on net retail sales (IKEA, n.d.). Ingka Group generates more than 88 per cent of total IKEA retail sales and reinvests most profits in store expansion, digitalisation and sustainability initiatives (Ingka Group, 2023). This structure separates global brand and concept ownership from local retail operations, maintaining strategic consistency but requiring close coordination to avoid misalignment (IKEA, 2025g).
[bookmark: _Toc215704721]2.3 ENTRY MODES INTO INTERNATIONAL MARKETS
Foreign market entry modes are the different ways through which a firm establishes and organises its presence abroad, ranging from non-equity modes such as exporting and franchising to equity modes such as joint ventures and wholly owned subsidiaries (Fuchs, 2022; Maggi, 2023).
IKEA has adopted several entry modes in response to regulatory and market conditions. When it first entered China in 1998, restrictive retail regulations prevented foreign retailers from independently owning and operating large stores. To comply and reduce political and market risk, IKEA entered via joint ventures in cities such as Shanghai and Beijing (The US-China Business Council, 2004). As China liberalised foreign investment in retail, these operations were converted into wholly foreign-owned enterprises, increasing IKEA’s control over store formats, pricing and supply chains (Chen, 2021).
[image: ]
FIGURE 1: INTER IKEA GROUP AT A GLANCE.
(SOURCE: IKEA, 2025G)
In India, foreign ownership in single-brand retail was initially capped at 51 per cent. Policy changes in 2012 permitting 100 per cent foreign direct investment allowed IKEA to propose and implement a fully owned subsidiary rather than franchising or joint ventures (India Briefing, 2012). This structure safeguarded the IKEA Concept and enabled direct management of complex supply and sourcing requirements in a distinctive socio-cultural and regulatory environment (Kumar & Shekhawat, 2020).
By contrast, IKEA uses a franchise entry mode in parts of the Middle East. The Al-Futtaim Group holds franchise rights for IKEA in the UAE, Qatar, Egypt and Oman and operates stores under the IKEA brand and concept in return for franchise fees (Al-Futtaim, n.d.). Overall, IKEA’s international expansion follows a hybrid pattern: the global brand and concept are organised through a franchise system, while many strategically important country operations, including India, are structured as wholly owned subsidiaries under major franchisees such as Ingka Group (IKEA, 2025g).
[bookmark: _Toc215704722]2.4 BENEFITS AND CHALLENGES FROM INTERNATIONAL OPERATIONS
IKEA’s international operations generate significant strategic benefits but also expose the company to important challenges.
A central benefit is the strengthening of economies of scale in support of its cost-leadership strategy. Standardising a large part of the product range and sourcing high volumes from a concentrated pool of suppliers’ lower unit costs in design, procurement, production and logistics (Yuan et al., 2016; Kabir & Simon, 2025). Large-scale investments in R&D, logistics and digital platforms can be spread across global sales volumes, enabling IKEA to offer low prices while maintaining acceptable quality and distinctive design (IKEA, 2025c; IKEA, 2024a). Concretely, scale delivers savings through (i) flat-pack designs that raise container and pallet fill-rates, cutting cost per m³ moved (IKEA, 2024a); (ii) global contracts for core materials and components (e.g., board, fasteners, hinges) that reduce input prices via volume aggregation; (iii) shared product platforms and tooling, which amortise design and mould costs across millions of units; and (iv) standardised packaging/handling that lowers DC labour minutes per unit and damage rates (IKEA, 2024a; IKEA, 2025c). These scale effects underpin visible price architecture outcomes, such as sustained entry-price SKUs in India, while protecting the design proposition (Patnaik and Ringstrom, 2018; Patnaik, 2018).
Operating in more than sixty markets also allows IKEA to diversify risk across regions. Retail sales are generated by multiple franchisees and subsidiaries in dozens of countries, so weaker performance in one area can be balanced by growth elsewhere, reducing dependence on any single economy or regulatory regime (IKEA, 2024; Ingka Group, 2023). However, this does not fully shield the company from global shocks such as trade disputes, tariffs or supply chain disruptions, which can still affect costs and product availability (Reid, 2024a).
Internationalisation further provides broad access to resources and talent. The global sourcing network of around 1,500–1,600 suppliers in more than fifty countries offers diverse raw materials, manufacturing capabilities and specialist skills (IKEA, 2025d; IKEA, 2025e; Verma, 2025). Studies of IKEA’s supply chain indicate that the firm uses this network not only to reduce costs, but also to promote environmental and social standards through the IWAY code and related audits (Laurin & Fantazy, 2017; IKEA, 2025d). Yet maintaining compliance across a dispersed supplier base is resource-intensive and particularly challenging in markets with weaker institutions.
At the same time, the global sourcing and outsourced production model that underpins low prices increases exposure to supply disruptions, quality failures and rising logistics costs (IKEA, 2025a; Reid, 2024a). Regulatory complexity across more than sixty markets raises compliance costs and creates risks when trade, labour or sustainability rules change (IKEA, 2024; IKEA, 2025d). Balancing global standardisation with local responsiveness remains difficult, since formats and product ranges that perform well in mature European markets often require significant adaptation in emerging economies such as India, where incomes, housing sizes and cultural practices differ (Kumar & Shekhawat, 2020; Ghosh et al., 2024). Investments in omnichannel capabilities and last-mile delivery further increase the complexity of coordinating activities across physical and digital channels (Ingka Group, 2023; Reid, 2024).
Overall, IKEA’s position as a multinational and transnational corporation rests on an integrated global value chain, a hybrid franchise–subsidiary structure and a portfolio of entry modes adapted to local conditions. International operations have allowed the company to build economies of scale, diversify risk, access resources and drive innovation, but they have also heightened its exposure to regulatory complexity, supply chain vulnerability and cultural differences across markets. Net effect of scale economies materially lower unit cost in design, sourcing, logistics and retail execution, while the associated complexity and compliance exposure require disciplined operating controls to preserve those gains. These interlinked benefits and challenges provide the context for analysing how Ownership, Location and Internalisation (OLI) factors have shaped IKEA’s choice of entry modes, particularly its decision to enter India through a wholly owned, high-control structure.
3. [bookmark: _Toc215704723]OLI FACTORS AND MARKET ENTRY MODE
The eclectic paradigm, or OLI framework, explains foreign direct investment by focusing on three sets of advantages: Ownership, Location and Internalisation. Firms tend to choose high-control entry modes, such as wholly owned subsidiaries, when they possess strong ownership advantages, can exploit favourable host-country conditions and gain net benefits from internalising activities rather than relying on external partners (Dunning, 1979; Luo, 2021). IKEA’s decision to enter India through a wholly owned subsidiary under the single-brand retail FDI regime reflects such a configuration of OLI factors.
[bookmark: _Toc215704724]3.1 OWNERSHIP ADVANTAGES
Ownership advantages refer to firm-specific assets such as brand, technology, organisational capabilities and business models that provide a competitive edge over local and foreign rivals (Luo, 2021). Inter IKEA Systems B.V. acts as the worldwide franchisor and owner of the IKEA Brand and Concept, developing the store format, product range and retail standards that franchisees implement in hundreds of locations globally (IKEA, 2025b; IKEA, 2025g). The franchise system itself is a capability, designed to “grow steadily while developing our concept” by combining economies of scale with local market knowledge while keeping core elements of layout, assortment and customer experience centrally specified (IKEA, 2025g). Relative to many competitors, IKEA’s ownership assets include a globally recognised value brand, a protected store layout and customer-flow concept, proprietary range and catalogues, and contractually enforced execution standards through the franchise system (Luo, 2021).

FIGURE 2: OLI FACTORS IKEA IN INDIA (Luo, 2021)
At the product level, IKEA’s “Democratic Design” philosophy brings together form, function, quality, sustainability and low price, creating a design and engineering approach that is difficult to imitate (Hargreaves, 2024). Specific firm assets here include flat-pack engineering know-how, proprietary fittings and fastener systems, shared product platforms and tooling, and packaging specifications that reduce cost per unit while protecting quality. These capabilities are supported by global sourcing and supply-chain management, where Inter IKEA Group coordinates range, supply and retail concept across a network of franchisees and suppliers, integrating purchasing, logistics and inventory management at scale (IKEA, 2025g). Compared with typical rivals, IKEA also owns a codified supplier governance system (IWAY audits and standards), a very large, long-tenure supplier base, and integrated logistics playbooks that lower damage rates and increase availability. Inter IKEA Holding B.V. is fully owned by the Inter IKEA Foundation, which supports a long-term investment horizon rather than short-term profit maximisation (Inter IKEA Foundation, 2025). This foundation ownership provides a distinctive financing advantage versus listed peers, enabling multi-year price investments and format pilots without quarterly earnings pressure. In OLI terms, these distinctive ownership advantages create a strong preference for high-control entry modes, as IKEA has incentives to protect its brand, concept and process know-how (CFI, 2025).
[bookmark: _Toc215704725]3.2 LOCATION ADVANTAGES: INDIA
Location advantages are the benefits a firm can gain from placing activities in a particular host country, based on market size, factor costs, institutions and policies (Rahman et al., 2025). Analyses of IKEA’s India strategy emphasise a rapidly expanding urban middle class, a young demographic profile and rising disposable incomes, which together generate demand for modern, affordable home furnishings in a still-underdeveloped organised furniture retail sector (Ghosh et al., 2024). The Indian furniture market is currently estimated at about USD 24–30 billion (2024–2025) and is projected to reach ~USD 43 billion by 2030, implying a ~6–8% CAGR for the overall category (IMARC, 2025).
[image: ]
FIGURE 3: FURNITURE MARKET OF INDIA
(SOURCE: IMARC, 2025)
Within this, the office-furniture segment alone is forecast to expand by USD 3.09 billion at ~11% CAGR (2024–2029), signalling healthy downstream demand from commercial real estate (Technavio, 2025). In addition, on the demand side, India’s middle class is projected to grow from ~432 million (2020–21) to ~715 million by 2030–31 (≈47% of population), expanding IKEA’s core affordability-seeking target segment (IBEF, 2023).
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FIGURE 4: OFFICE FURNITURE MARKET OF INDIA
(SOURCE: TECHNAVIO, 2025)
Regulatory reform has been central to making India attractive. In 2012, India allowed 100% foreign ownership in single-brand retail, replacing the earlier 51% cap and identifying brands such as IKEA as potential beneficiaries (India Briefing, 2012). At the same time, the FDI policy imposed a 30% local-sourcing requirement for single-brand retailers with more than 51% FDI (Saini, 2012). Initially, IKEA resisted this rule, arguing that it would be difficult to source such a high share from small Indian firms for a highly standardised global range (Sen, 2012), but it ultimately committed to comply and set up separate sourcing and retail entities to meet these conditions (Chakravarty & Bailay, 2012).
Over time, easing of the local-sourcing norms and the ability to count global exports from India towards the 30% target made the location more attractive as a global sourcing hub as well as a retail market (Tandon & Sapam, 2019). Plans to increase sourcing from India to around 50% underline this dual role of India as both a growth market and a production base (Sikarwar, 2025). Cost and capability factors reinforce these regulatory advantages: India offers competitive labour costs in manufacturing, a growing base of furniture and textile suppliers and emerging strengths in logistics, IT and e-commerce that align with IKEA’s need for scalable, cost-efficient operations (Rahman et al., 2025; Ghosh et al., 2024). These location advantages support IKEA’s decision to commit substantial FDI to India rather than relying on exports or regional franchisees.
[bookmark: _Toc215704726]3.3 INTERNALISATION ADVANTAGES
Internalisation advantages explain why a firm prefers to conduct activities within its own organisational boundaries rather than using the market through independent distributors, licensees or joint-venture partners (Chen, 2025). For IKEA in India, several internalisation motives are clear. Protecting the IKEA Concept is critical: the Concept covers store layout, self-service logistics, pricing and the overall customer experience, and the franchisor expects it to be implemented consistently worldwide (IKEA, 2025g). In a challenging and heavily regulated market like India, IKEA have the ability to control its retail operation and make investment in large-format traditional stores and new formats is in line stores. This give the competitive advances to build strong brand over short term franchisee system.
Coordinating sourcing and retail is another important motive. India’s FDI regime for single-brand retail not only required local sourcing but also demanded careful separation between sourcing and retail entities (Chakravarty & Bailay, 2012). By internalising both functions, IKEA can better align volumes, quality and innovation between Indian suppliers and Indian stores while incorporating India into its global supply chain, reducing transaction costs and limiting the risk of opportunistic behaviour by independent partners (Chen, 2025). Internalisation also supports learning and innovation. IKEA positions itself as a transnational network that combines global efficiency with local learning and responsiveness (UYSAL, 2022). Direct ownership of operations in India enables experimentation with formats and e-commerce models adapted to local conditions, and successful innovations can then be transferred to other markets. The foundation-owned structure, with its long-term investment horizon, reinforces the case for internalising activities in a large, evolving and price-sensitive emerging economy (Inter IKEA Foundation, 2025).
[bookmark: _Toc215704727]3.4 SYNTHESISING OLI AND IKEA’S ENTRY MODE IN INDIA
When the three OLI dimensions are considered together, IKEA’s choice of a wholly owned subsidiary as its entry mode in India becomes clear. Strong ownership advantages in brand, concept, design and supply-chain management push the firm towards high-control modes to protect and exploit these assets (CFI, 2025). India offers compelling location advantages as a large and growing consumer market and as a strategic sourcing base, particularly after policy reforms allowing 100% FDI in single-brand retail and easing local-sourcing norms (India Briefing, 2012; Tandon & Sapam, 2019). At the same time, the need to internalise quality control, knowledge transfer and regulatory compliance under complex sourcing requirements favours internalised FDI rather than franchising or joint ventures (Chakravarty & Bailay, 2012; Chen, 2025). In India, the high strategic importance of the market, the specific regulatory and sourcing conditions and IKEA’s desire to integrate India deeply into its global network therefore all support a wholly owned, high-control structure, even though this entails higher exposure to local risk and longer payback periods.
4. [bookmark: _Toc215704728]CULTURAL DIFFERENCES AND MARKET ENTRY IMPACTS
[bookmark: _Toc215704729]4.1 CULTURAL DISTANCE BETWEEN SWEDEN (HOME) AND INDIA (HOST)
Hofstede’s profile shows Sweden has low power distance, high individualism, and very low masculinity. These traits support egalitarian teams, consensus-led decisions, direct feedback, and customer comfort with self-service and DIY (The Culture Factor, n.d.). India scores higher on power distance and masculinity, which aligns with visible hierarchy at work, status- and value-signalling in purchases, and a stronger preference for guided service. India’s lower indulgence suggests thriftier consumption and sharper price–value filters at the point of sales.
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FIGURE 5: SWEDEN VS INDIA ON HOFSTEDE’S SIX DIMENSIONS
(SOURCE: THE CULTURE FACTOR, n.d.)
This gap creates two frictions for a Swedish DIY brand. First, many Indian customers prefer being served rather than self-assembling. Second, shopping often involves family decision-making and value comparison rather than solo, convenience-led missions. IKEA’s India playbook addresses both frictions through service overlays and deeper localisation (The Culture Factor, n.d.).


[bookmark: _Toc215704730]4.2 HOW CULTURE RESHAPED IKEA’S INDIA ENTRY AND EXECUTION
SERVICE OVERLAY ON A DIY CORE
Before the Hyderabad opening, IKEA partnered with UrbanClap (now Urban Company) to provide assembly. This put a “do-it-for-me” option in place from launch, matching local service expectations and lowering the behavioural barrier to flat-packs (Gupta, 2018; The Economic Times, 2018; Livemint, 2018). A low-PDI comfort with DIY in Sweden would not transfer intact to a higher-PDI, service-accustomed market; credible, fast assembly and delivery were essential (Gupta, 2018; The Economic Times, 2018). Language diversity also requires multilingual signage and support (English, Hindi, key regional languages).
ASSORTMENT AND MICRO-FORMATTING FOR COMPACT HOMES
IKEA increased display density and expanded smaller city formats to match urban realities in India, including Mumbai and newer compact stores and points-of-presence. The 2025 push toward ~10,000–15,000 sqft compact stores for Tier-II/III locations responds to travel costs, time constraints, and “shopping as family outing” norms (The Economic Times, 2025; Singh, 2025). Religious calendars (e.g., festivals) shape seasonal promotions and gifting ranges.
MENU LOCALISATION AND CULTURAL LEGITIMACY
Food is integral to the IKEA experience. In India, the menu dropped beef and emphasised vegetarian and local dishes such as biryani, samosas, and veg hotdogs. Early quality issues led to temporary pauses on some items, but the direction remained: align with norms while keeping a family-friendly, value café to extend dwell time for multi-generational groups (NDTV, 2018; The Times of India, 2018). Religious dietary norms drive “no beef” menus and stronger vegetarian options across regions.
PRICE ARCHITECTURE FOR A LOW-INDULGENCE, VALUE-ORIENTED MARKET
At entry, IKEA signalled affordability with about 1,000 SKUs under ₹200 to de-risk the first basket (Patnaik, 2018). The narrative then shifted toward increasing India sourcing, with 2025 reporting that sourcing may rise from about 30% toward 50%, supporting everyday pricing and resilience (Sikarwar, 2025).


OMNICHANNEL REASSURANCE TO REDUCE UNCERTAINTY
India’s slightly higher uncertainty avoidance favours guidance and predictability. A combined path of city stores, e-commerce, and assisted delivery/assembly reduces ambiguity and fits rule-bound shopping preferences better than a pure DIY model (Ingka, 2024). Multilingual customer service online and in-store reduces friction at key decision points.
TABLE 1: CULTURE-TO-EXECUTION LINKAGE FOR IKEA INDIA
	Cultural driver (host)
	Entry/execution lever
	Concrete response in India
	Expected effect

	Higher PDI; service expectation
	Assisted service
	UrbanClap/Urban Company assembly tie-up at launch
	Lower DIY friction; higher conversion (Gupta, 2018; The Economic Times, 2018; Livemint, 2018)

	Family-centric shopping
	Format and dwell time
	City/compact formats; café localisation
	Longer dwell; larger baskets (The Economic Times, 2025; NDTV, 2018)

	Low indulgence; price–value focus
	Price ladders; local sourcing
	~1,000 SKUs <₹200; ramping India sourcing
	Affordability signal; resilience (Patnaik, 2018; Sikarwar, 2025)

	Slightly higher UAI
	Omnichannel reassurance
	Store + e-commerce + assisted delivery/assembly
	Predictability; reduced purchase anxiety (Ingka, 2024)

	Religious dietary norms
	Menu localisation
	Beef excluded; stronger vegetarian options; festival menus
	Cultural legitimacy; longer dwell; family acceptance

	Language diversity
	Multilingual experience
	Signage, labels, CX in English/Hindi + key regional languages
	Lower confusion; higher NPS; better conversion


[bookmark: _Toc215704731]4.3 WHY THE THEORIES PREDICT THESE MOVES (CAGE AND TROMPENAARS)
The CAGE framework shows firms often underestimate cultural and administrative distance; without adaptation, performance suffers (Ghemawat, 2001). IKEA’s actions align with this logic. Cultural distance drove service overlays and menu shifts. Administrative distance (Single-Brand Retail rules) supported a wholly owned, high-control structure to maintain execution quality. Economic distance reinforced sharp opening price points and local suppliers to protect affordability (Ghemawat, 2001; India Briefing, 2012).
Press Note 4/2019 refined e-commerce timing and clarified the 30% local-sourcing norm, which affects pacing and compliance; policy shifts remain material for retail unit economics (Lexorbis, 2019). Trompenaars points to India’s tilt toward particularism/communitarianism and ascription compared with Sweden’s universalism/individualism and achievement. That predicts greater reliance on relationships and guided interactions. IKEA’s assembly partnerships and city-store strategy in high-traffic malls fit these expectations (Gërguri, 2023).
[bookmark: _Toc215704732]4.4 CRITICAL EVALUATION: WHAT WORKS AND WHERE FRICTION REMAINS
WHAT IS WORKING
· High control in a high-distance market: Internalising India retail protects the IKEA Concept while allowing controlled experiments in format, service, last-mile, and pricing (Ingka, 2024).
· Local value signals backed by sourcing: Opening price ladders and the shift from ~30% toward 50% sourcing in India address low indulgence and price sensitivity, while improving local legitimacy (Reuters; The Economic Times; Patnaik, 2018; Sikarwar, 2025).
· Format innovation aligned to rituals: City and compact stores (2021–2025) match family-outing and mall-anchored behaviour, enabling inspiration and advice in-store with later fulfilment (The Economic Times, 2025).
WHERE CULTURAL FRICTION PERSISTS
· DIY DNA vs “do-it-for-me” norm: Assembly partnerships lower friction; but higher cost-to-serve. Small price creep can dampen basket growth in a valued-sensitive market (Patnaik, 2018).
· Hierarchy vs Scandinavian flatness inside the organisation: There are no cross-cultural decision right or upward feedback SOPs, so will information clutter and swinger local adaptation (The Culture Factor, n.d.).
· Assortment complexity: Ongoing micro-localisation of materials makes the supply chain complicated. In addition the implementation of compact stores in 2025 adds curation risk. Too much "global core" makes things less relevant, and too much localization makes economies of scale less effective (The Economic Times, 2025; Ingka, 2024).
[bookmark: _Toc215704733]4.5 FORWARD RISKS AND OPPORTUNITIES (2024–2025 SIGNALS)
· Administrative distance can swing: Policy changes can affect e-commerce pacing and sourcing compliance. The same changes to tariffs or GST treatments could change the landed cost of goods, or online economics. Hedging of such a risk is by the City-store plus online model (India Briefing,2012; Lexorbis, 2019).
· Economic distance can narrow via deeper sourcing: Market-related distance can be also narrowed through deeper sourcing: The purported move towards ˜50% India sourcing reduces cost volatility and helps for everyday low-prices, critical from the perspective of Tier-II/III expansion where value sensitivity is highest (Sikarwar, 2025).
· Legitimacy through long-term commitment: Joint commitments highlighted in the 2024 annual report, contribute to a story of endurance, important in a communitarian marketplace (Bhalla, 2025).
[bookmark: _Toc215704734]4.6 CULTURE-LINKED RISKS, KPIS, AND MITIGATION (SUMMARY)
TABLE 2: CULTURAL RISKS, KPIS, AND MITIGATIONS
	Risk (culture-linked)
	Example KPI
	Mitigation focus

	DIY resistance increases cart abandonment
	Assembly attach rate; delivery+assembly uptake
	Maintain reliable “do-it-for-me” options; clear pricing (Gupta, 2018; Livemint, 2018)

	Price sensitivity limits basket growth
	AOV; share of SKUs <₹200
	Protect opening price ladders; deepen India sourcing (Patnaik, 2018; Sikarwar, 2025)

	Store experience mis-fits family rituals
	Dwell time; weekend conversion
	City/compact formats; café localisation (NDTV, 2018; The Economic Times, 2025)

	Internal hierarchy mis-match slows decisions
	Escalation lead time
	Clarify decision rights; local leadership development (The Culture Factor, n.d.)

	Micro-localisation raises complexity
	Return rate; OOS on local SKUs
	Tighter SKU curation; phased roll-outs (Ingka, 2024; The Economic Times, 2025)


Sweden–India cultural distance is material but manageable. The India model—service overlays on a DIY core, compact and city formats, localised menus, sharp entry-price ladders, and deeper local sourcing—tracks the predictions of Hofstede, CAGE, and Trompenaars (The Culture Factor, n.d.; Hofstede Insights; Ghemawat, 2001; Gërguri, 2023). The main execution risks are cost-to-serve as service intensity rises, organisational routines that bridge hierarchy differences, and SKU curation during compact-store expansion. With high control, omnichannel flexibility, and increased India sourcing reported for 2025, IKEA holds a credible path to sustained success in India (Ingka, 2024; Sikarwar, 2025; India Briefing, 2012; Lexorbis, 2019).
5. [bookmark: _Toc215704735]STANDARD OPERATING PROCEDURE (SOP) ADJUSTMENTS FOR IKEA INDIA
The analysis showed that IKEA’s strong ownership assets (brand, Democratic Design, supply‐chain know-how, IWAY), India’s favourable location conditions (market scale, evolving FDI policy, growing supplier base), and the firm’s preference for internalisation together justify a high-control operating model in India (Dunning, 1979; India Briefing, 2012; Chakravarty & Bailay, 2012; Ingka Group, 2024). Cultural distance—especially expectations of guided service, family-centred shopping, and sharp price–value scrutiny—requires execution choices that reduce friction without compromising the IKEA Concept (Gupta, 2018; NDTV, 2018; The Culture Factor, n.d.). This section proposes three integrated SOP adjustments that turn those strategic findings into measurable practice. Each SOP is accompanied by indicators, review cadence, and risk controls. 
[bookmark: _Toc215704736]5.1 SOP 1: LOCAL SOURCING AND SUPPLIER DEVELOPMENT 2.0
India’s competitive location and cost benefits can be leveraged and become sustained from IKEA only if the processes of identifying, qualifying and scaling with local partners are institutionalized, always prioritizing quality and sustainability (IKEA, 2025c; IKEA, 2025d; IKEA, 2025e). Consistent with single-brand FDI evolution—such as the opportunity to include specific exports in fulfilment of 30% local-sourcing norm—India is either a big end-market or an accessible sourcing base (India Briefing, 2012; Tandon & Sapam, 2019). A rolling 36-month plan aiming at ≥40% India origin (cross eligible however) with a minimum of ≥10% annual spend to SMEs who get IWAY in 180 days, follows the ownership–location–internalisation logic: it protects proprietary value chain standards, enmeshes the Indian factors into a global net and curtails transaction risk by governance internal to the firm (Sikarwar, 2025).

FIGURE 6: SUPPLIER ONBOARDING STAGE-GATE (Sikarwar, 2025).
Rather than listing the operational steps in the body text, the supplier onboarding and scaling pathway is shown in Figure 6. The figure presents a clear stage-gate design—from initial pre-screening to scale-up—with explicit control points: PPAP for first-article approval, IWAY/EHS audits with CAPA, VAVE for target cost, and an OTIF locking step that protects availability. This visual approach keeps the narrative focused on why the method is appropriate for India and how it will be steered. Execution responsibility sits with Category Leads, with the Country Sourcing Head accountable for plan delivery; Quality, Sustainability, Legal, and Finance are consulted so that commercial, compliance, and ethical constraints are managed together; Retail Operations and Logistics are informed to align flow and replenishment (IKEA, 2025g). A supplier master record captures OTIF, first-pass yield, audit status, CO₂ per cubic metre shipped, and price variance versus global benchmarks, supported by weekly exception dashboards and corrective workflows (IKEA, 2024a).
TABLE 3: SOP 1 KPIS, DEFINITIONS, AND REVIEW CYCLE
	KPI
	Definition
	Target
	Review

	India-origin %
	Share of eligible category spend from India
	≥40% (36-month plan)
	Monthly

	OTIF
	On-time, in-full deliveries
	≥95%
	Weekly

	First-pass yield
	Lots meeting spec at first test
	≥98%
	Weekly

	IWAY pass rate
	Active suppliers with current pass status
	100%
	Quarterly

	Landed-cost delta
	Cost vs global benchmark
	≤0%
	Monthly

	CO₂/m³ shipped
	Emissions per cubic metre
	Declining YoY
	Quarterly


The indicators in Table 3; India-origin percentage, OTIF, first-pass yield, IWAY pass rate, landed-cost delta, and CO₂/m³—connect directly to the scale-economy and compliance questions raised in earlier chapters and to current logistics volatility (Reid, 2024a; IKEA, 2025d). Anticipated risks include quality drift when onboarding SMEs, capacity shortfalls during scale-up, compliance lapses in weaker institutional pockets, and incremental cost creep. The strategy mitigates those against PPAP, dual-sourcing and phase-in of purchase order ramps, audit schedule with supplier coaching and systematic benchmark reviews (Laurin & Fantazy, 2017; IKEA, 2025d; IKEA, 2025e). 
[bookmark: _Toc215704737]5.2 SOP 2: ASSISTED ASSEMBLY AND SERVICE OVERLAY ON A DIY CORE
Cultural distance and urban conditions in India make predictable, guided services a critical complement to the DIY proposition. A standardised overlay—offered transparently online and in-store—reduces purchase anxiety, accelerates adoption of flat-pack furniture, and protects the brand experience (Gupta, 2018; The Economic Times, 2018; Livemint, 2018). A uniform offer of three bundles—Delivery Only, Delivery + Assembly, and Premium Install—with published prices and 48–72-hour confirmed slots for eligible items in primary cities ensures clarity and fairness while allowing capacity planning (Ingka Group, 2024).
[image: ]
FIGURE 7: ASSISTED SERVICE WORKFLOW (Ingka Group, 2024)


TABLE 4: STANDARD BUNDLES, INCLUSIONS, AND TARGETS 
	Bundle
	Inclusions
	SLA target
	Pricing guardrail

	Delivery Only
	Room-of-choice delivery, basic packaging removal
	48–72 hours (primary cities)
	Distance/weight slab

	Delivery + Assembly
	Delivery, assembly, debris removal, photo proof, e-sign-off
	48–72 hours (eligible items)
	≤ X% of basket or category cap

	Premium Install
	Complex installs, safe wall mounting, safety checklist
	3–5 days
	Pre-quote per task list



Table 4 sets targets that balance conversion and cost-to-serve: attach rate, 72-hour fulfilment, revisit rate, service NPS, delivery damage rate, and contribution margin after service costs (Patnaik, 2018; Ingka Group, 2024). Key risks include partner variability, rising delivery miles and time windows driving cost creep, and brand exposure during in-home work. Controls include certification and uniforms, scripts and safety checklists, performance-linked pay, zone-based pricing and dynamic routing, multi-item bundle discounts, photo proof, and on-site audits. Because last-mile and e-commerce are policy-sensitive, a quarterly regulatory review is recommended (Lexorbis, 2019). Rollout should proceed in phases: two-city pilots with live slotting and technician tracking in Q1; three additional cities and stabilisation of NPS and attach rates in Q2; national SOP with margin tuning in Q3; and a peak-season stress test with an updated compact/city playbook in Q4 (The Economic Times, 2025; Ingka Group, 2024). 
[bookmark: _Toc215704738]5.3 SOP 3: FORMAT, RANGE, AND CONTENT LOCALISATION PLAYBOOK
Localisation has to be disciplined for defending the IKEA concept and its economies of scale. Curated range, compact and city formats, a global playbook on food/content as well as pricing architecture and design consistency will enhance hyperlocal relevance (Ingka Group, 2024; The Economic Times, 2025; NDTV, 2018). And per city or cluster stores, we will have ≈3,500 5,000 SKUs - which includes India Core of 1,000 and Regional Flex of around 300500. There needs to be, for every major category, open price ladders that tell the public what can be afforded an item or service (Patnaik, 2018). Meals must be meat free and feature local vegetarian fare to encourage family time and cultural respectability (NDTV, 2018).
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FIGURE 8: QUARTERLY LOCALISATION CYCLE  (Patnaik, 2018).

The quarterly decision cycle appears in Figure 8. The diagram shows an Insights Sprint (POS, returns, OOS, search, heatmaps, and regional festival calendars), a Curation Board that applies guardrails on size, materials, and price tiers, a Planogram & Content Refresh across store and digital touchpoints, and a Post-Implementation Review that examines sales lift, conversion, returns, and stock health, with winners rolled into the India Core. This approach keeps experimentation structured and prevents drift from the Concept while accommodating India’s apartment sizes, material preferences, and seasonal peaks (Ingka Group, 2024).
TABLE 5: LOCALISATION GUARDRAILS AND CHECKS
	Dimension
	Guardrail
	Check

	Range size
	3.5k–5k SKUs per city/compact
	Monthly SKU audit

	India Core
	~1,000 SKUs year-round
	≥95% availability

	Regional Flex
	300–500 SKUs, seasonal allowed
	≥90% sell-through

	Price ladders
	Visible opening price points per category
	≥15% SKUs < ₹200

	Packaging/fit
	Small-home fit; flat-pack
	Damage/returns at or below target

	Food/content
	No beef; regional vegetarian items
	Café sales/visitor rising QoQ


Performance indicators in Table 5 connect localisation to economic and cultural outcomes: conversion, average order value, sell-through of Regional Flex, ≥15% of SKUs under ₹200, return reasons, out-of-stock days on India-fit SKUs, café sales per visitor, and planogram compliance. (Patnaik, 2018; The Economic Times, 2025).
[bookmark: _Toc215704739]CONCLUSION 
IKEA’s internationalisation highlights the importance of a clear concept, firm-specific skills, and tight scale economies. The report shows its integrated value chain, franchise model and data-driven logistics that enable it to ensure global consistency with room for local adaptation. There are lots of advantages for company do increase its global business operations in India including a vast emerging market with low-cost labour and growing supplier ecosystem. In addition, the youth and middle class in India are growing, opening opportunity of a massive increase of potential consumer in India. Moreover, the recent laws and policies are also in favour FDI, including the 100% ownership facilities in single brand retail, that allows IKEA to take full control without local influences. All those facilities combined with the IKEA strong ownership and internalisation advantages justify a high-control, wholly owned entry consistent with the OLI framework.
However the culture of the India and Sweden vastly differs which requires IKEA to focus on how to delivery its products and services more effectively India to ensure sustainable success. From the investigation it is found that Indian buyers tends to value family-centric experiences, proper customer services and competitive pricing. In order to meet those demands, IKEA stores need to offer assisted services, small and city formats, and clear entry-price ladders. The suggested SOPs use the findings from the analysis and provide action base recommendations for sustainable global business growth of IKEA in India. The SOP suggest that IKEA need to deeper local sourcing with robust quality governance, a standardised delivery-and-assembly overlay on the DIY core, and a formal localisation playbook for format, range, and content. These measures protect affordability, strengthen legitimacy, and reduce friction along the path to purchase.
Looking ahead, sustained success will hinge on tightening supplier development, pruning SKUs for compact formats, and scaling omnichannel operations while tracking cost-to-serve. Continued investment in sustainability, digital tools, and local innovation will reinforce IKEA’s competitive position in India and create learnings that can be redeployed across other high-growth emerging markets.
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OLI Framework – IKEA in India


O – Ownership


L – Location


I – Internalisation


Strong global brand and IKEA Concept (store format, low-price strategy).


Advanced supply chain and “Democratic Design” capabilities.


Large, growing middle-class market in India.


100% FDI allowed in single-brand retail; local sourcing base.


Need to control quality, store experience, and local sourcing compliance.


Want to learn from India and integrate it into global network.


Favors internal control instead of franchise or JV.


Needs high control to protect brand → supports wholly owned subsidiary.


Better used when IKEA controls operations directly.


Justifies big, long-term FDI rather than low-commitment entry.


Makes full foreign ownership possible and attractive.


Encourages keeping operations in-house through a wholly owned subsidiary.


















































Identify & Pre-screen
Cost, Capability, ESG Fit


Pilot PO + PPAP 
First-article approval vs spec & test plan


Costing & VAVE 
Target Cost, Value Engineering


Scale-Up (with Dual-Sourcing)
Approved supplier; ramp schedule


Capacity & OTIF Lock
Line Capacity, OTIF ≥95%


IWAY/EHS Audit  
Pass/conditional + CAPA


















Page | 29 

image2.png
Inter IKEA Group at a glance

IKEA
service
providers

IKEA
product
suppliers

Inter IKEA Group

Inter IKEA Systems.
‘Owner of the IKEA Concept and
worldwide franchisor

IKEA of Sweden
Develops and designs the
overall IKEA product range

IKEA Marketing &
Communication
Develops and designs
communication content

IKEA Supply.
Sources and distrbutes
the IKEA product range

IKEA Industry

Astrategic IKEA manufacturer

Inter IKEA Retail Holding
Owner of nter IKEA Retai

IKEA franchisees

Ingka Group

31 markets
Alfuttaim  DairyFarm  Ikano Group
amarkets 4 markets 5 markets
Al-Homaizi  House Market Sarton

3 markets 3 markets 3 markets
mapa Northern Birch Falabella

1 market 1 market 2 markets

Miklatorg
T market

Al-sulaiman
2 markets

Inter IKEA Retail
3 markets




image3.png
India Furniture Market Forecast

.
Size, By Material, 2024-2033 (USD Billion) l I I I a rc

USDA44.2p  TRANSTORMING I0EAS INTO pACT

|
- 6.40%

B Market CAGR
- (2025-2033)
-—
-—
uomen I I I
26 s ame 20z s 2oz mm 2w 2om
@ coprin

Ml = Wood Plastic Glass. =othars VARG Senicos Pt L2025




image4.jpeg
Office Furniture Market Size in India 2025-2029 (US$
Million)

328240

2019 2020 2021 2022 2024 2025 2026 2027 2028 2029

.4 10.3% (7 ACCELERATING
2025 Year-over-Year Growth Momentum
us$ 3086.7 Mn
l@ 11.2% B Incremental Growth

CAGR2024-2029 between 2024-2029
source: www. technavio.com




image5.png
87

7
* 51 52
40
31 2
2
I I :
-

Power
Distance

Motivation

. towards Uncertainty Long Term

Individualism . - B
Achievement and Avoidance Orientation
Success

Click on the dimension titles below the chart to switch between dimension descriptions.

NDIA € SWEDEN ()

78

26

Indulgence




image6.emf
CUSTOMER - FACING  

BACK - OFFICE    

 

PDP 

Options

Service 

menu & 

lead times 

visible

Checkout 

Price & Slot

Total cost 

shown; 

choose time

On-site 

Assembly

Technician 

ID; clean-up

Digital Sign-

off & NPS

Photo 

proof; short 

survey

Dispatch to 

Certified 

Team

Capacity 

balancing, 

routing

Photo Proof 

& QA Tag

Safety 

checklist; 

exceptions

Warranty 

Clock Starts 

Record 

linked to 

order ID

Exception 

Handling & 

QA

Revisit, root 

cause, fix


image7.png
Insights Sprint

POS, returns, 00S, search
Roll winners heatmaps, festival calendar
into India

Curation Board
(Adds/Drops vs
Guardrails)

Size, materials, price tiers,
packaging fit

Post-Implementation
Review

Sales lifi, conversion, returns,
‘stock health

Planogram & Content
Refresh
Store + digital; visible price
ladders




image1.png
»N] < rysgol Cymru
3N ¥ Drindod Dewi Sant
S University of Wales

Tk Salt David




