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1.  Executive Summary
International business expansion requires a need to engage with employees, customers, competitors and suppliers across borders amidst different cultural, operational, legal and financial complexities.   Primark must pay attention to their customers, considering India viability alongside wider contextual factors relating to ABF’s group challenges and their internal desire to invest in change.  Market research and environmental assessments suggest online/offline opportunities are high and risk is relatively low, but progress in India is likely to be slow as a result of unfamiliarity and complexity.  Reliable partnerships, collaboration, flexibility and coordinated integration will be necessary to deliver success, agility and cost efficiency.  Regional best-fit strategies, organisational re-designs, political relationships and evolving leadership/recruitment practices are some of the areas that will help Primark battle India’s socio-economic challenges and competitive forces.  Four market entry strategies have been shortlisted to undergo further discussion and financial appraisal:  eBusiness should probably be approved (through online platforms to assess consumer appetite whilst limiting investment into technology, data security and logistics) irrespective of more complicated offline Licensing, Joint Venture and Wholly Owned Subsidiary considerations which require deeper evaluation against Primark’s capabilities, budgets, shareholder objectives and financial appraisal outcomes.



2.  Introduction
Primark is an Irish, cheap-chic retailer owned by Associated British Foods (ABF).  They directly employ 73,000 people (ABF, 2017b) with strong expertise and limited international presence selling affordable fast-fashion in US and Europe.  ABF (2017a) outlines dominant UK & Ireland operations (219 stores), European success (118 stores in 8 countries) and recent investment into the US east coast (8 stores), supported by a global supply chain network that sources from 1071 factories in 31 countries (Primark, 2018a).  Online/mobile channels are currently under-utilised as a commercial strategy.  With Primark’s proposed expansion into a booming Indian market, a new cultural, political and environmental landscape is likely to push the business into unchartered waters, creating challenges that impact cross-border controls, financial outcomes, human relationships and a desire for friction-free transaction of goods, resources, skills and knowledge.  The aim of this assignment is therefore to deep dive into entry barriers, critically discussing how Primark can effectively diversify to achieve their broader internationalisation objectives. 

Evidence has been acquired from a combination of secondary sources, including prior research, academic journals, textbooks, peer-to-peer learning forums and online resources.  The methodology that has been used to generate insights and conclusions has limitations and time permitting, could be improved by applying wider independent scrutiny of international competitive strategies, financial appraisal outputs, regulation and budgets for different channels, market segments and cities.  



3.  Analysis
3.1  International Business and India In Context
International business is multi-faceted where research is divided into macro-economic or cultural management perspectives, underpinning theories on what constitutes effective organisation behaviour and human resource management (Cantwell & Brannen, 2016).  Mullins (2018a) believes that dynamic external contextual factors and globalisation pressures (Appendix 7.1) exposes more businesses to greater risks and opportunities.  Challenges relate to culture, political forces, technology, the environment and other cross-border controls that impact business objectives, human relationships and the international transaction of goods, services, resources, skills and knowledge.  Dobbs et al (2015) explain how disruptive forces accelerating global change will result in half the world’s largest companies residing in emerging markets by 2025, with half of global GDP growth moving towards 440 small to mid sized cities.  Companies wishing to capitalise on Asian growth need to be ready to do business in new locations.

Singh, D. (2016) explains that expansions can be lucrative with goals to increase global competitivity, reduce production costs and exploit market opportunities offered by trade liberalization and economic integration, but managing a global business can be tougher than in a domestic setting.  As Mullins (2018d) summarises, emerging market success is often driven around timing and coordination of a series of priorities including stability of the regulatory sector, education enrollment, simplified contract/partnership structures, infrastructure development, consumer credit access and a drive on internet/technology penetration and cybersecurity to open up markets.  Combined, these factors can supercharge growth, as currently witnessed with Narendra Modi’s digitization and FDI agenda in India.  

Governments play a role in setting self-preserving policies which increase consumer purchasing power to accelerate economic growth, offering protection against market destabilisation, regression and environmental stress (Moyo, 2013).  Campbell (2012) explains that developing market economies are fast becoming a global rival to the old models of liberal, free market capitalism.  Mixed model economics is expanding and success depends on active, state led partnerships between governments and businesses.  Economies are dynamic as trade relationships change, and maybe subject to a variety of market forces which can quickly impact organisational performance (Daniels et al, 2013, p229).  However, Ghemawat (2017) argues that despite recent political upheaval in developed nations, there will be little impact on cross border trade relationships with emerging markets.  He believes a subtle reworking of multinational strategies, org structures and approaches to societal engagement will be suffice to avoid a retreat from globalisation.

Wroughton (2018) implies that most of the world’s growth is expected to be around 3% in 2019 and 2020, but emerging economies (particularly in Asia) will buck this trend by growing at an average of 4.7% in 2019 and 2020.  India’s forecast GDP growth of 7.7% is therefore impressive when put into perspective.  PWC (2015) elaborate on this statistic by suggesting that world growth is expected to remain stable at 3% until 2050 and the global economic power shift will continue for at least another 35 years, but there will be a slowdown as working age population slows and growth rates begin to moderate after 2020.  PWC suggest India has potential to become the 2nd largest economy if they continue a sustained program of structural reform.  OECD (2012) explain that by 2030, developing countries will account for 57% of global GDP (an increase from 49% in 2010) and India has a strong role to play driving South-South cooperation, building its position as a global leader through foreign policy, diplomacy and development expertise.  South-south trade complementarity has upgraded the trade strategies of developing nations to deliver high growth over the last two decades, forging stronger economic linkages to diversify, invest, build collective capability, adopt technology and focus on lowering transaction costs (UNCTAD, 2015).  Resulting FDI has opened new markets and business models, tapping into new skills, resources, intellectual property and international distribution networks. Today’s south-south trade seems less geared towards specialization and dependency on developed economies and more focused on polycentric arrangements, bottom up building and playing catchup to developed nations (Horner & Nadvi, 2017).


3.2  Culture, Resourcing & Leadership
Fish (1999) stipulates that as organisations respond to changes in cross-border business activities, they must introduce a corporate culture that values the know-how, values, mindset, attitudes and behaviours reflective of the cultural diversity of the workforce.  Henderson (2011) reveals the most important current issues for global organisations include getting sufficient knowledge, skills & competencies in place, cascading information, innovating and identifying/developing global talent.  Organisational factors that determine competitive advantage and ability to thrive in times of uncertainty are a product of its people:  Competence, Competency & Capability (Phillips & Phillips, 2016; Griffiths, 2017; Deresky, 2017 p251).  However, Singh, D. (2016) warns that cultural differences can interfere with completion of organisational goals as beliefs, norms and values that guide decisions of employees and customers are not uniform.  Managers need to be culturally sensitive to drive motivation and creativity through flexible leadership.  As culture is derived from the social environment and as organisations increase the level of workforce diversity in their international operations, it is therefore necessary to promote tolerance, empathy and collaboration as part of a 360 learning and development cycle (McKee, 2016).  Workplace and intercultural learnings in Asia (Heidrick, 2011) reveal that i) cooperation and understanding can drive trust and mutually beneficial win-win outcomes, ii) communication should be kept as simple as possible and iii) defensive tactics in the interest of self-preservation are likely to drive more negative, predictable behaviour.  This notion is also supported by Deresky (2017, p193) who believes a problem solving approach is crucial for success.  Smyth (2015) discusses three other elements that help deliver success in a foreign culture:  awareness of its nuances, appreciation of its beauty and embracing the ability to enjoy and learn.  Maguire (2015) emphasises the importance of being aware of other people’s outlooks, perceptions and values, stressing the necessity of upholding integrity, staying focused and being flexible with one’s approach.  Primark’s leadership styles may therefore need to change as managers are responsible for building, communicating and maintaining a culture.  Tsai (2011) provides primary evidence to suggest organisational cultures can show a significant, positive correlation with leadership behaviour and job satisfaction.  Goleman (2000) reveals there are six leadership styles and the best leaders master at least four of the six styles where a combination of authoritative, democratic, affiliative and coaching approaches supposedly deliver the best climate and performance.

Time is also crucial to understand cultural context.  In America and Europe, time is precious with a need for quick decision making, whereas in Asian countries, flexibility is more important for relationships and processes to deliver the right result.  For Primark, cultural disparities will inevitably surface in India (Appendix 7.2) and divergent HR approaches may be necessary to build the workforce and framework for success.  Ethnocentric staffing will add operational value but regiocentric and geocentric approaches can mix up the experiences, skills and leadership qualities of managers in a developing economy where coordinated integration may be preferred.  A combination of local isomorphic & polycentric HR approaches will be desired in the short to mid term to help Primark work through the complexities of an unfamiliar market.  


3.3  Corporate Vision & Global Goals
Mission and goals can be an important business differentiator and driver of positive customer engagement and loyalty (Mullins, 2018e).  Primark’s global vision is to offer speed to market and value for money through bulk buying, logistical efficiency and minimal advertising costs, relying on deep consumer engagement to socialise the brand (ABF, 2017b).  Primark don’t own the companies or factories that produce their merchandise, but have been criticised for poor ethical practices, since developing a stronger CSR program that recognises its responsibility to workers and customers.  Focus areas include energy efficiency, sustainable cotton production, chemical and water reduction, health & safety and waste recycling (ABF, 2017c).  This has driven improvements in Primark’s commitment to innovation, training, technology adoption and acquisitions, developing transparency and opportunities for employee progression.  Efforts will bode well developing a positive reputation with both consumers and business partners in India.  Primark’s international vision is ambitious and admirable, but underlying in-market goals will need to be set in consideration of cultural peculiarities.


3.4  International Organisational Structure
International businesses stand a better chance of competing and succeeding by having the right structure, job design, processes and training in place.  McKinsey (2016) outlines that companies can rethink their global footprint and organisational structures to drive scale and efficiency.  Improved flexibility, agility and costs will help Primark assess competitive environments and sharpen product strategies, better reacting to evolving global value chains and understanding how technology can be used for better speed, analysis and reduced complexity. 

Mintzberg classifies organisation types as “Machine Bureaucratic”, “Entrepreneurial”, “Professional”, “Divisionalised” or “Innovative” (MindTools, 2018).  As a parent company, ABF appear divisionalised in nature, whereas Primark seems machine bureaucratic as a subsidiary.  Information on Primark’s organisational design is both fragmented and incomplete.  However, ABF’s group structure is clearer where business units are managed as five separate entities, close to the markets they serve whilst bringing together industry expertise, operational capability and market intelligence (ABF, 2017b).  Reconstructing information from Creately (2014) and TheOfficialBoard (2018), evidence supports a notion that Primark’s current international structure is hierarchical (Figure 1), possibly resembling a top of funnel (“ToFu”) structure designed to drive growth (ModernMarketingPartners, 2014).  A board of Directors is supported by layers of management with specific areas of functional responsibility to maintain top-down control, specialization, loyalty and clear promotion paths, despite risks with bureaucracy, poor horizontal communication and higher expense.

If Primark expand into a new market with different cultural complexities, the setup feels sub-optimal.  After further evaluating the LearnManagement2 (2018) organisational structures (Tall, Flat, Matrix, Hierarchical and Centralised/Decentralised), I believe a combined ‘Centralised’ and ‘Decentralised’ base structure will result in the most favourable outcomes, with a focus on integrating some ‘Elastic’ features (ModernMarketingPartners, 2014) as it allows for headcount and functional flexibility in a talent led economy as Primark’s product/services mix evolves, helps retain responsibility and power within the home nation, improves horizontal collaboration and promotes analytical synergy and autonomy with leadership in the host nation.  Happy, motivated employees are a nucleus for driving long-term change and positive organisational outcomes in decentralized, customer-centric structures that empower teams (Deloitte, 2016), which is a blessing amongst increasing international turbulence and trade barrier pressures from changing political landscapes.  Deloitte (2018) reveal a new trend where organisations are revamping approaches to workforce management, rewards and career models to build deeper connections with diversity in workforce ecosystems.




Figure 1:  Reconstruction of Primark’s hierarchical structure
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Adapted from Creately (2014) and TheOfficialBoard (2018)



3.5  Foreign Market Research
Preliminary investigations revealed a variety of insights on the potential risks, opportunities and size of prize in India.  Foreign market research summarises India’s allure, channel potential, competition and culture.  Supporting details on environmental analysis can be found in section 3.6:








	Area
	Headlines
	Source

	Market Potential
	India overtakes China as the leading high potential, lower risk market in AT Kearney’s 2017 Global Retail Development Index due to a favourable foreign investment environment, strong economic growth and a boom in consumption.  An encouraging propensity index is based upon criteria relating to market attractiveness, risk, saturation and time pressure as countries pass through 4 stages of development:  opening, peaking, declining and closing
	AT Kearney (2017)

	Offline Channel
	The Indian offline Apparel market is currently estimated to be a quarter of the size of the US by value.  Menswear commands 41% market share, followed by 38% for womenswear and 21% for childrenswear.  The market is expected to grow at an accelerated +11.2% CAGR between 2018 and 2021, compared to +8.6% for the previous 10 years.  Seven Tier I Indian cities deliver 70% of total offline apparel revenues
	Bharuchal (2014), IBOF (2017),  Statista (2018a)

	Online Channel
	Indian eCommerce is booming, expected to grow to $200bn by 2026, overtaking the US as the world's leading eCommerce market by 2034.  The Apparel market makes up around 31% of eCommerce sales at present, currently estimated to be $25bn in value with a 15.7% CAGR until 2022.  Internet penetration rates have increased from a low base to 34% in 2016 but mobile penetration is low at 18%, showing signs of excellent growth (+125%) as GNP per capita increases create more disposable income and the number of networked devices are expected to increase to 2bn devices (+43%) by 2020.  338.4m eCommerce users are expected by 2022, growing to 475m by 2026.  Modi's government have relaxed regulation and prioritised digital payments, making it more attractive for overseas businesses to invest and retain ownership of eCommerce businesses.  Tier II/III cities are thought to be driving the greatest acquisition of new customers amongst primary online competitors.
	AT Kearney (2017), IBEF (2017), Shushma (2017), Tyagi (2017), IBEF (2018), Statista (2018b) 

	Competitive Analysis
	Primary competition is consolidated to a few key players both offline (M&S, H&M, ZARA, Shoppers Stop and Forever 21) and online (Flipkart, Amazon, SnapDeal and Myntra) with a fight for market share amongst smaller secondary competitors in the tail.  The big 4 online players account for over 74% of total online sales.  Indian consumers are more likely to shop with retailers who offer both online shopping and offline brick & mortar store experiences.  Online platforms better facilitate rapid portfolio expansion, logistical efficiency, more competitive prices and access to large customer networks.  With the right entry strategy and management framework in place, competitive assessments suggest M&S, Forever 21 and Shoppers Stop would be most vulnerable to Primark's expansion plans in India.  
	Malviya (2016), Singh, S. (2016), Deloitte (2017), IBEF (2017), Shushma (2017), Tandon (2017), Statista (2018c)

	Culture
	Drawing upon the cultural dimensions research from Hofstede and Minkov (Appendix 7.2), there are major differences in 3 of the 6 dimensions; power distance, individualism and indulgence.  There needs to be a strong people strategy to attract and retain people, but also to build skills, relationships and workforce integration. India’s collectivist approaches and respect for power distance would complement the UK’s individualistic, goal-orientated nature, where “free thinking innovators” would be well supported by the loyal, people pleasing “adjusters”. The fact there are close similarities in masculinity, uncertainty avoidance and long-term orientation, should also provide solid foundations as both cultures seek success, are more equipped to deal with ambiguity, risk and rule breaking and are more flexible with their plans and tolerance for others. In my opinion, a key challenge would be at the leadership level where Hofstede states that negative feedback on Indian leadership is not well received. At the employee level, India’s uncertainty avoidance issues could result in concerns over motivation and bias for action but individualism differences are likely to generate the biggest business barriers. Brits are traditionally less patient and expect others to be autonomous and think for themselves.  India’s reluctance, restraint and desire to take strong direction could adversely impact relationships, quality and productivity. 
	Hofstede (2018)



Mullins (2018c)
3.6  Environmental Risk Assessment 
PESTEL, Porter’s Diamond, Porter’s 5 Forces & SWOT were adopted to determine the overall risk of strategic entry into India.  Criticism of the models can be found in section 3.6.5.  Initial research led to a number of preliminary insights (section 3.6.6) and as previously outlined, the overall risk of expansion seems low under the guidance of experienced management (Mullins, 2018c).


3.6.1  PESTEL Analysis

	Analytical Landscape
	Key Callouts
	Source

	Political
	Moderately stable government with a focus on modernisation and positive structural reform to boost growth 
Improving performance on the Corruption Perception Index:  ranked 79/105
Reduced regulations and strong, bilateral cooperation between UK-India (JETCO).  UK is the 2nd largest G20 investor in India, India is 3rd largest investor in UK
Open access to the ASEAN free trade area (13 countries)
	HCI (2017), OECD (2017), Trading Economics (2018)

	Economic
	Staggering economic growth in the world’s 3rd largest economy (approx. +7.5%)
Rapidly growing GNI per capita ($1.67k)
Low inflation with tight fiscal consolidation to reduce large deficits
Current uncertainty around temporary cash shortages linked to India’s demonetization programme
High corporate leverage levels (>150%) causing vulnerabilities in certain industries
Expanding middle class (300m people) is fueling demand-led growth
Rapid emergence of tier II/III cities
	Deresky (2017, p39), IBEF (2017), IMF (2017), WorldBank (2018)

	Social
	1.32 bn population with enhanced public spending, improved sanitation, a modernised education system and increased child enrollment
Substantial reduction in people below the poverty line (21.9%)
Low cost labour and a youth bulge with the largest working-age population in the world
Key challenges relate to (relatively) poor infrastructure.  Ranked 35/160 on the 2016 logistical performance index with a score of 3.42/5
	WorldBank (2016), Deresky (2017, pp 36, 39), OECD (2017), WorldBank (2018)

	Technological
	India has accelerated productivity catch-up, leap-frogging western competitors through technology adoption
Increasing internet penetration with a focus on digitisation and shift to smartphones
One of the world’s leading destinations for technology/software solutions
High online shopping penetration rate in India (6th largest),also outperforming developed markets in growth of mobile shopping
	AT Kearney (2017), Shushma (2017), Statista (2018d)

	Environmental
	Energy consumption & carbon footprint
Waste production and (water, air & soil) pollution
Eco-friendly manufacturing
Mandatory operational compliance with regional regulations such as lorry bans/daytime travelling restrictions
	Phadnis (2015), Coffey (2017), IBOF (2017)

	Legal
	Different international complexities relate to Tax, Health & Safety, Consumer Law, Fraud, Imports/Exports, Employment Law, Copyright Law, Audit, Language/Translations, Partnerships, Mergers & Acquisitions
	PWC (2012)



Mullins (2018c)
3.6.2  Porter’s Diamond


[image: ]
Mullins (2018c)


3.6.3  Porter’s 5 Forces

	Area of concern
	Status
	Key Callouts

	Competitive Rivalry
	Medium to High
	Mature offline market with intense, concentrated competition.  Online market is immature and a little more fragmented with only four credible competitors at present (Appendix 7.3)

	Threat Of New Entrants
	Medium
	Rapid growth in India's fast fashion market and relaxed government policies may encourage more online competition but low Primark margins are unlikely to attract like for like competition offline as this would require substantial investment.  Need to monitor how premium brands react and what online players do to develop a USP against the big 4

	Threat Of Substitutes
	Low
	No substitute for low priced fast fashion

	Bargaining Power Of Suppliers
	Low
	No concerns as a diverse global supply chain encourages competition with no single supplier having control over prices

	Bargaining Power Of Buyers
	High
	Extensive variety of fast fashion products in a price sensitive market where customers have limited to no brand loyalty



Mullins (2018c)



3.6.4  SWOT Analysis

	Strengths
	Weaknesses
	Opportunities
	Threats

	Excellent success and expertise in UK/Ireland
	Lower product margins
	Potential to diversify from offline sales, to exploit strong omnichannel growth with greater technology adoption.  Need to appeal more to the Indian youth bulge (target market)
	Protectionism in US/UK may lead to home market challenges & trade barriers having an effect with supply chain issues and adverse financial pressure over the next decade.  The business may not be able to financially sustain overseas expansion if India cannot deliver quick/desirable returns

	Extensive product range
	Complex global supply chain vulnerable to market forces and quality differences (Primark, 2018a):  1071 suppliers across 31 countries
	Collaborative partnerships with platforms for simple eBusiness efficiency
	Need to understand, prepare and react to dynamic legal/political policies and practice changes in India. 

	Strong revenue growth and proven success with European/US  expansion (Hendriksz, 2013, Gonzalez-Rodriguez, 2017)
	Lack of management expertise and cultural understanding in a new country
	May need to build Indian B2B partnerships in the region to support sales growth and people management 
	Fluctuating FOREX, energy and materials prices

	Great customer engagement and successful Primania fashion community with over 10m social media followers (ABF, 2017a)
	Zero knowledge of politics, health & safety and employment law in India
	Need to figure out ways to engage and drive commitment, involvement with an overseas workforce
	Property in prime city locations can be restricted/expensive/hard to find

	Ability to succeed in a VUCA environment (growing through a global recession)
	Lack of store consistency, some products are low quality, poor customer service (Snowden, 2015)
	Need to adopt or invest in technology and systems development to integrate processes across online, offline & mobile channels
	Potential terror related activity related to an emergence in extremism in southern states like Tamil Nadu

	Minimal marketing spend
	Lack of experience with marketing, cyber security, payment gateways and online data warehousing
	Easy access to low cost, high quality technical resources in India
	Labour force diversity is still poor with large divides between male and female workers.  Attrition rates can be high amongst female employees as a result of family pressures and education commitments.

	Good quality, desirable  products at very competitive prices
	May struggle to attract leadership talent to India given the low remuneration, pollution and different standard of living
	Close proximity to Asian suppliers (India, Bangladesh, China, Indonesia, Burma), minimising supply chain costs
	Online, fast growth competition from Flipkart, Amazon, SnapDeal and Myntra and other new players

	Directives to reduce waste and energy consumption
	Previous concerns over ethics with staff/supply chain partners (Hickman, 2009; Butler, 2010) which could resurface under poorly regulated conditions
	In store services, celebrity endorsements, collaborations with food halls, department stores etc (Snowden, 2015)
	Tainted reputation and brands with larger marketing budgets (Snowden, 2015)



Snowden (2015) & Mullins (2018c)
3.6.5  Criticisms of the Analytical Tools
	Model
	Criticism/s
	Source

	PESTEL
	Identifies sources of industrial change to highlight opportunity, but does not guarantee a firm can profit in an industry or country.  PESTEL factors may also affect industries differently
	Kaplan (2018a)

	PORTER’S 5 FORCES
	Proposes each of the 5 forces can reduce profitability and an organisation’s share of profit.  Can distract firms from seeing customers as partners instead of objects in the name of sustainable competitive advantage
	Kaplan (2018b)

	PORTER’S DIAMOND
	The model was developed by looking at manufacturers, banks and consultancy firms in 10 developed nations. Indian retail is a different industry in an emerging market.  Porter argues inbound FDI does not increase domestic competition as domestic players lack capability to defend their market.  This may not be the case if India's regulatory changes attracts new players.  The diamond can be influenced by factors outside the country and not all firms succeed, suggesting management factors can be more important than location
	Kaplan (2018c)

	SWOT
	Analysis relies on subjective judgment & bias, lacks weighting factors, can become quickly outdated and may be too one dimensional as some factors can be both a strength and a weakness
	The Economist (2009), Harbour (no date)



Mullins (2018c)


3.6.6  Summary of Provisional Insights (Assessment 1)
	No
	Provisional Insights

	1
	India’s economic boom gives rise to elevated education, wellbeing, spending and strong offline growth in the Indian apparel market, but online sales are expected to accelerate at double the speed of recent offline growth rates over the next 7 years (15.7% CAGR) as tier II/III city infrastructure improves and online/mobile penetration rates increase.  

	2
	Government are making it more attractive for overseas businesses to own and invest in order to increase adoption of modern e-retail processes with lower operational costs.

	3
	Competition is intense but consolidated around a few primary players – sufficient room to differentiate/grow/disrupt

	4
	Availability of buildings in prime locations may make it tough to compete with offline competitors in traditional tier I metros

	5
	Expansion demands attention around different cultural, operational, technological, legal and financial complexities

	6
	Analytical assessments suggest management factors are arguably more important than geography to help reduce the adverse impact of globalisation

	7
	CSR in India has potential, but doesn’t guarantee competitive advantage.  Ethics/CSR relates to a poorly understood concept of shared value and connections between societal and economic progress (Hooley et al, 2017, pp 460-464).  Whilst frameworks like the CSR Pyramid have been developed to help embrace such responsibilities (Carroll, 1991), Stone (2018) argues that ethical policies are not always favourable in the absence of global regulation.  Kotler et al (2017, pp 99-100) reveal that whilst the media has kept Primark’s ethical behaviour under scrutiny, a cheap-chic model continues to attract global consumers.  IBOF (2017) believes a widespread pollution problem in the country is more likely to upset Indian consumers above their legacy failings around adverse working conditions, rates of pay and in the worst cases, death.



Mullins (2018c)
3.7  Investments, Exchange Rate Volatility & Currency Exposure 
Despite positive market attractiveness indicators and the perceived low risk of India expansion, exchange rate volatility and currency exposure will create transactional, translational, credit and liquidity risks (Hardy, 2017).  Emons (2017) explains how global political uncertainty can drive commodity rebalances, inflation, tariffs and other trade barriers, with textbook potential to change the strength of the dollar, pound and euro, all of which are critical for Primark’s domestic success and ability to invest.  Such movements can also negatively impact elasticity of demand in India (Pettinger, 2017) along with Primark’s Indian investment productivity and ability to maximize earnings from repatriated funds back to the home country.  

Lawrie (2018) and Mullins (2018f) explains that there needs to be a continuous review process and high attention to detail to limit risk exposure, developing a currency strategy and buying currency in advance (accelerating returns through leverage) to safeguard business interests.  From a broader risk mitigation perspective, Pettinger (2017) also states forward contracts are common in stabilizing the effects of FOREX volatility, helping to stagger and control the effects of change.  Bulman (2015) highlights that large organisations can adopt more sophisticated cost-modelling and productivity enhancing techniques to improve international supply chain agility, matching the currency for which a business is buying materials and selling products (sourcing costs remain proportional to the in-market selling price).  Companies can also invest assets into hedging/futures, tender the business, switch suppliers, improve relationships, ask suppliers for support, change payment schedules and take out loans in foreign currencies to minimize the effects of debt (Hardy, 2017). 

Deresky (2017) indicates financial, technological and managerial investments from global companies creates local allies but Primark must first perform deeper investment appraisal analysis (Atrill, 2017, pp 175-179) of any shortlisted entry market strategies along with making a decision on their capital structure and preferred sources of finance.  Investments should be assessed with a full understanding of historic organisational and financial context in addition to future opportunity costs and the time value of money (Atrill, 2017, pp 152,167).  It would be interesting to understand the risk appetite, priorities and desired returns from ABF’s shareholders, determining whether India expansion yields greater financial efficiency than other projects.  Screening tools like Payback and ARR are popular supplements to discounting techniques in larger businesses (Brounen et al, 2004; ICAEW, 2009).  Strategy and investment decisions must consider a variety of factors including technology adoption, marketplace competitivity, socioeconomic stability, financial ratios, management factors (Hayes & Abernathy, 2007), cashflow outlook (Collier, 2015), credit ratings, interest rates, regulation and disclosure practices (Brounen et al, 2004) and other emerging contextual factors (Elmassri et al, 2016).


3.8  International Business Strategy:  Market Entry Shortlist
UKIBC (no date.a) explain that India is a large paradox and complex series of interconnected markets where consumer needs, legislation and investment conditions vary between states and patience/flexibility becomes a virtue.  Opportunities are immense for all types of businesses and their top four tips for doing business are to i) evaluate the right entry strategies, ii) recognise tradition and formality, iii) conduct appropriate regulatory and legal due diligence and iv) find the right partners for your product or service.  There will however be inevitable communication breakdowns, infrastructure bottlenecks, last minute changes and the sense of urgency around execution is very slow.


According to Andrew & Feiock (2010), Krugman’s core-periphery model explains the concentration and dispersion of economic activity and the productive advantages of spatial proximity in metropolitan areas where organisations/countries can reap the benefits of economies of scale.  Businesses want to be closer to consumers, but consumers want to be closer to work, creating pooled markets and localized industries (Krugman, 1991).  This theory helps explain the current concentration of offline sales within seven Tier I cities but also provides a good indicator that investment into Tier II/III locations in India is going to be a crucial customer acquisition strategy if Dobbs (2015) predictions on the majority of GDP growth and MNC migration to emerging markets comes to fruition by 2025.  Primark have an opportunity for first mover advantage in new locations.

UKIBC (no date.b) reveal two types of legal entry structures for expansion into India (Figure 2).  Equity based structures relate to joint ventures and wholly owned subsidiaries.  Non-equity structures include export and contractual arrangements.  Choosing the right structure requires careful consideration of the format, needs and capability of a business.  Primark’s current US/EU expansion strategy is outlined in Appendix 7.4 and examples of successful competitor market entry strategies for India’s fashion industry can be found in Appendix 7.5.  With the right structural setup and expert advice, I believe four entry strategies should be sidelined for further consideration as all are proven, viable models with competitors: eBusiness, Licensing, a Joint Venture and a Wholly Owned Subsidiary.  Details on the rationale for sidelining or rejecting different strategies can be found in Appendix 7.6.

Figure 2:  Legal business structures in India
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UKIBC (no date.b)


3.9  International Marketing Plan
One of the big challenges for Primark’s marketing department is that any attempt to define a consistent international marketing approach is dependent on conflicting ideas and practices in different countries/regions.  However, globalization of the market, industry and competition may still create opportunities for standardization of some key processes (Wade, 2016).  Companies who wish to reap the reward from customers at “the base of the pyramid” in emerging markets like India need to have clear objectives, play to their strengths, drive quality, adopt effective marketing strategies, cater to the demands of the market, integrate into existing market structures and leverage the power of strategic alliances (Watson, 2014).  UKIBC (no date.c) explains that marketing campaigns should be developed around India’s diverse identities and sub-cultures across different states.  Culture and climate can influence taste preferences, styles, colour and packaging.  Macro and micro environmental analysis will be critical complimentary tactics to drive Primark’s value proposition.  Hooley et al (2017, pp 65,165-175) explain consumer markets are derived around market segmentation and delivery of best-in-class processes to improve social exchange, where firms can localise advertising and promotion campaigns to better understand customer DNA (Kotler et al, 2017, pp 6-8,195-201).  Furthermore, consumer profiling and feedback loops can help drive targeted, personalised and measurable campaigns (IPSOS, 2011) based on background, attitudes & behavioural trends, also drawing upon learnings from PESTEL, SWOT, Porter’s Diamond and Porter’s 5 Forces models which explains the drivers of threats and opportunities relating to regulatory and competitive forces.  

Mawhood (2011) explains how marketing opportunities must be contemplated with sufficient levels of idea generation, research, prioritisation, execution and communication.  India’s growth in technology and use of platforms is a sure way of reaching out to more people in different societal classes.  This approach can improve market integration but also increase the need for cyber security and data analysis.  I believe regional marketing strategies in India will probably need to re-evaluate customer touch points to move customers up the relationship ladder (Hooley et al, 2017, p343) as Primark are a relatively new, unknown brand outside of Europe.  This will be particularly important to drive differentiation, competitivity and to make stronger, faster and longer-lasting connections with fast-fashion consumers who typically lack brand loyalty.  Bewick (2017) warns that customer experiences can be compromised with digital marketing, leading to inconsistencies with behaviour.  Issues may result in brand degradation (Deloitte, 2017, p25), creating a need for new management responses.  Bhattacharjee et al (2016) suggests engaged customers are three times more likely to recommend a product and retain their custom, stressing the importance of due diligence. 

Primark have already started to shift towards lifestyle/subscription programs as a way of encouraging community engagement and repeat business through their non-transactional “Primania” program (Primark, 2018b).  This supports Eyal (2013)’s behavioural theories on hooks and habit formation through a “Trigger, Action, Reward, Investment” (TARI) framework where consumer motivation can be manipulated into energy for action to drive offline growth and customer lifetime value.  As we have learned from Amazon’s competitive global Prime program with over 100m members (Liedke, 2018), loyalty can also be attributed to a perception of exclusivity.  Maslow’s hierarchy of needs explains the needs, drives and motives of humans (Research History, 2012).  Community membership builds esteem and belonging, potent when combined with factors that satisfy human desires and increasing levels of indulgence.  I believe Primark could better socialize and commercialize the membership program to both draw and reward instore and online customers as cultural changes take effect.

Despite Primark’s goals to minimize marketing spend and rely on word of mouth advertising, PR and interest from Youtube campaigns (PenneysIreland, 2018), in a new market they may need to initially invest time and money into broader mass advertising through knowledgeable agency partnerships to build brand reputation.  KPMG (2016) summarise that successful companies in emerging economies are not necessarily those that have incredible products, but those who pay attention to changing consumer aspirations, maximize potential of partnerships and run by people who can execute very well.

Snowden (2015) suggests Primark generally adopt a 4P marketing mix:  Price, Product, Place & Promotion.  However, in my opinion, the complexity of a new and unfamiliar market requires a more sophisticated set of holistic considerations, especially as one deliberates cultural diversity, GDPR, politics & regulation, profitability for sustainable operations and the necessity of overseas partnerships.  I believe it’s in Primark’s best interest to follow a 9P marketing mix approach for entry to India (Figure 3).

Figure 3:  Primark’s proposed 9P marketing mix
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Adapted from Martin (2014)


4.  Conclusion
External factors create a variety of business challenges but expansions can be lucrative with the right political relationships, cultural understanding, management practices, strategies, flexibility and cooperation levels in place.  People, knowledge, skills and competencies are the lifeblood of any sustainable business wishing to drive positive, long-term outcomes.  For Primark to deliver on its mission in India, partnerships and co-ordinated integration will be critical for success, but this will take time to achieve.  Primark will need to monitor the people pulse in different regions to cater to the demands and preferences of its partners and customers.  Flexibility, agility and cost reductions are likely to be enhanced through organisational re-design, moving away from a hierarchical structure to a centralised/decentralised model with elastic capabilities for some internal business functions.  Evidence suggests Primark must expand into both online and offline channels in order to maximise penetration and yield the best returns, protecting itself from FOREX volatility in the process.  Tier I city expansion offers the biggest rewards and real estate challenges, but the emergence of Tier II/III cities offers the greatest untapped potential to acquire new, affluent customers over the next 10 years.  Four market entry strategies have been successful with competitors, all with different merits, requiring further scrutiny as a primary next step.  eBusiness, licensing, joint ventures and wholly owned subsidiary strategies should all be discussed in consideration of Primark’s capabilities, budgets, shareholder objectives and financial appraisal outcomes.  If discussions confirm Indian expansion is a top priority, I’d suggest a slow and steady approach to learn from market dynamics and to safeguard business interests.  Capital structures, finance sources and management strategies will need further refinement as a secondary port of call.  Given Primark’s global marketing directive, regional best-fit strategies will be required with a strong dependency on digital campaigns.  However, for an unknown brand in a new market with limited to no customer loyalty, funds should probably be sidelined to support mass advertising in the early stages of development.  Primark could also build up their online & offline community membership program to both draw and reward customers, using segmentation to understand the differences between consumer interests, needs and behaviours in the east and west.  Primark’s internationalisation objectives and processes should be tackled through an adapted 9P marketing mix which better accommodates market complexity (Wade, 2016).


5.  Recommendations
· Form allegiances with national and regional governments
· Prioritise Tier II/III city expansion ramp up with selective offline presence in key Tier I locations
· Partner with Indian experts who offer support with real-estate, international recruitment/HRM and marketing 
· Use segmentation to better understand the India consumer’s DNA.  Invest into R&D.  Adapt Primark’s product portfolio to the tastes of the Indian consumer
· Partner with legal experts who understand risks relating to tax, health & safety, employment law, consumer law, copyright law and fraud
· eBusiness should be tested through support platforms who offer a large customer base and economies of scale.  Conduct deeper financial appraisals of the three other shortlisted entry strategies for offline expansion, understand shareholder priorities, required rates of return, opportunity costs of different capital structures and monitor wider performance of the ABF Group to ensure a long term investment in India is sustainable.  Declining business in other divisions may require ABF’s group plans to change.  
· Upon finalizing an offline entry strategy, develop a detailed but flexible, long term commercial strategy for India based on an adapted 9P marketing mix, useful to Primark in a constantly reforming landscape. 
· Decide on core KPI’s and develop a measurable brand awareness, display advertising, email, social media and SEO/content strategy
· Develop, monetize and socialise community membership programs to attract and reward customers for loyalty
· Move towards a new centralized/decentralized org design, with elastic features that encourage new talent attraction and management strategies
· Consider how Primark will implement cross border customer service and CSR programs
· Adopt the risk mitigation practices outlined in section 3.7 to protect the business from FOREX volatility exposure
· Develop training programs to refine/customise leadership styles for India’s market
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7.  Appendices

Appendix 7.1:  Top 5 International Challenges for CFO’s
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Mullins (2018b) believes the 5th priority challenge as denoted by consultancies arguably has the greatest impact on directly resolving the 4 higher ranking issues




Appendix 7.2:  Hofstede & Minkov’s Cultural Dimensions Comparison:  UK vs India
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Hofstede (2018)





Appendix 7.3: Competitive Landscape
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	Metric
	PRIMARK
	M&S
	H&M
	ZARA
	Shoppers Stop
	Forever 21
	Flipkart
	Amazon
	SnapDeal

	Global Clothing Sales
	GBP 7bn
	-
	+
	+
	-
	-
	-
	+
	-

	Pricing
	Low
	-
	-
	-
	-
	-
	/
	/
	/

	Categories
	Children, Men, Women, Footwear, Home, Accessories
	-
	/
	-
	+
	-
	+
	+
	+

	Product Offering
	Large (000's)
	-
	/
	/
	+
	-
	+
	+
	+

	Online Sales 
	No
	/
	/
	+
	+
	+
	+
	+
	+

	Facebook Followers
	5.4M
	-
	+
	+
	+
	+
	+
	+
	+

	Twitter Followers
	221K
	+
	-
	+
	-
	+
	+
	-
	+

	Instagram Followers
	5.4M
	-
	+
	+
	-
	+
	-
	-
	-

	Marketing Capability
	Low: Relies on word of mouth 
	+
	+
	+
	+
	+
	+
	+
	+

	Manufacturing   Capability
	Fast design, very high output
	-
	+
	/
	-
	-
	-
	-
	-

	Financial Capability
	Very High
	-
	+
	+
	-
	-
	-
	+
	-

	Ethical Perception
	Low, but improving
	+
	+
	+
	+
	+
	+
	+
	+

	
	
	
	
	
	
	
	
	
	
	

	+
	Competitor is better relative to Primark's baseline
	3
	7
	8
	6
	6
	7
	8
	7

	/
	Competitor is comparable to Primark's baseline
	1
	3
	2
	0
	0
	1
	1
	1

	-
	Competitor is weaker than Primark's baseline
	8
	2
	2
	6
	6
	4
	3
	4



Mullins (2018c)

Appendix 7.4: Primark’s Current International Strategy in US/EU
According to Clark (2014), Primark’s international strategy to deliver “up-to-the-minute fashion at value for money prices” is risky, but can succeed as long as they get their proposition right and continue focusing on catering to different consumer tastes and standardising pricing strategies across the globe.  Clark discusses how Primark’s overseas expansion has traditionally been cautious.  Success in the US/EU is dependent on Primark’s ability to acquire considerable but cheap retail space to maintain its volumes and a clear strategy to cherry pick locations where there is high footfall, demand for low prices and where people have an active interest in fashion.  Hipwell (2017) confirms that Primark has a property strategy in every country.  For Primark’s recent US expansion, they have joint-venture agreements in place with several Sears stores, streamlining store formats and creating opportunities for quicker territorial expansion (Young & Conti, 2014).  Primark benefit from a well recognised US brand and this arrangement offers an evolutionary step, helping Sears compete by driving incremental revenues, in-store operational efficiency and increases in footfall.  Young & Conti (2014) reveal how Sears shares resultantly increased by 23.1% on the NASDAQ exchange.  In light of floor space availability challenges in Tier I locations in India, similar approaches may be both desirable and necessary in a growing economy where complex structural reforms are forcing organisations to rethink their strategies and more people move out of poverty with increasing disposable income and evolving levels of indulgence in urban areas.  A slower, vigilant offline expansion approach seems apt in a market where competition is intense across a few major players.  By contrast, Tesco’s previous failings with ‘Fresh & Easy’ in the US should offer some learnings on what not to do.  Their overconfidence and plans for quick expansion in numerous cities and emergence of the financial crisis between 2007 and 2013 resulted in them filing for bankruptcy, losing 200 stores and over 1 billion in investment (Clark, 2014).  


Appendix 7.5:  Successful Competitive Market Entry Strategies in India

ZARA
As noted by Mullins (2018c), ZARA launched offline as a joint venture in India during 2010 in recognition of changing youth culture and acceptance of western style clothing.  Inditex (ZARA’s parent company) look after back-end logistics and merchandise sourcing whilst Trent Ltd (a TATA company) manage the real estate process.  ZARA launched online in 2017 in response to evolving market trends and pland for continued growth.

H&M
Dishman (2013) explains H&M launched offline in India with a fully owned subsidiary strategy.  Since that point, Accenture (as cited in Dishman, 2013) claim that Indian apparel competitors had been scaling back expansion, focusing on integrating operations and strengthening sales channels.  Accenture’s findings suggested that overall, franchising was the previous leading mode of market entry into India but organic growth and online launches were becoming more prevalent.  Vaidya (2018) reveal that 3 years after launching their first bricks and mortar store in 2015, H&M are building online capability to bring synergy between their online and offline businesses.  At present, H&M have 29 stores across 12 Tier I cities with a workforce of 3500 people.  This strategy brings a full product range to customers, allowing H&M to showcase online exclusive collections all year round.  This is in response to stiff online competition (The Local, 2018) and a recognition that more work needs to be done to extend access to Tier II and III cities as India’s economy grows.  Platforms like Amazon will not be used as part of H&M’s strategy, but logistics will be outsourced to third parties.

Amazon
From personal knowledge, Amazon invested over $1bn into eBusiness, technology and infrastructure development in India by end 2015.  Decisions had initially been based around the enormous potential of the Indian fashion market, increasing technology uptake, appetite for Prime subscriptions and creation of habitual consumer behaviour within a growing middle class population.  Since my departure from the business, Ganguly (2017) explains that total investments have since doubled to over $2bn, making Amazon the 2nd largest investor in India’s digital economy with further commitments to increase total investment to $5bn.  Part of Amazon’s fashion strategy is also to form more strategic alliances, signing up local designers as a way to build closer ties with consumers, with deeper plans to penetrate 80 stores by acquiring a 5% equity stake in Shoppers Stop, testing out new fashion products available online (Karve & Antony, 2017).

Page Industries Ltd
Page Industries Ltd are an Indian company who have licensing arrangements for manufacturing, marketing and distribution of successful brands like Jockey International and Speedo.  They have pioneered the innerwear industry, introducing style and quality for affordable prices, developing a presence in over 1286 stores in 86 Indian cities in just 6 years of trading (JockeyIndia, 2018).



Appendix 7.6:  Potential Market Entry Strategies For Primark’s India Expansion

	Entry Strategy
	Benefits
	Risks
	Comments
	Decision

	eBusiness
	Rapid entry or exit from new markets for relatively low risk.  Low overheads.  Easy to integrate digital sales strategies.  Easy access to data.
	Data security/consumer protection, culture & language obstacles, IP issues
	High potential, low risk.  Leverages the power of  digital marketing and online retail platforms with large customer bases to assess customer appetite whilst limiting investment into technology and security
	Shortlist

	Licensing
	No asset ownership, fast market access, avoids regulation and tariffs, easy to repatriate profits, no need for financial or managerial resources overseas
	Quality and trustworthiness of licensee, shared technology and intellectual property, host country royalty limits, lack of control over activities and performance
	Could improve quality of management and improve speed of growth as per Jockey and Speedo (Page Industries Ltd)
	Shortlist

	Joint Venture
	Insider access to technology/labour/contacts, shared costs/risk with proportional returns, greater ability to overcome trade barriers and achieve economies of scale, reduces the risk of expropriation from the host country
	Shared management and decision making, cultural adaptability challenges, objective/strategy conflicts and power struggles, open access to shared technology and intellectual property
	Offers increased expertise and scalability through local technology and distribution networks as per ZARA
	Shortlist

	Wholly Owned Subsidiary
	Full control, speed to market, rewarded with all revenues/profits and can protect technology, intellectual property, access to business critical data, new product innovations and the existing skills.  Easier to assess and control economic, political and currency risks
	Higher risk, capital intensive entry strategy
	Only suitable in sectors where 100% FDI is permitted such as B2B ecommerce).  Can repatriate profits back to the home country at times most convenient from a tax and exchange rate perspective and may be easier integrating foreign operations with overall company wide-strategy. May also be beneficial to keep cash overseas until the time is right for acquisitions and other investments using offshore funds (for example, Microsoft’s $8.5bn acquisition of Skype in 2011)
	Shortlist

	Franchising
	Little investment, fast market access, good for small business expansion, up front fees plus ongoing royalty commission, more flexible than licensing to control internal processes and brand image
	Quality, trustworthiness and control of franchisee and franchise operations, time investment into training, host country royalty limits
	If Primark were to sell its trademark and operating principles in return for an up front fee and ongoing royalties from the sale of products and services, cultural differences and time urgency could mean a lot more handholding may be required for a strategy that is supposed to be more hands off in nature.
	Reject

	Exporting + Management Contracts
	Low risk strategy, requires no long-term assets.  Partners with in-market knowledge can be critical growth drivers.  Myers (2009) state that if one partners with the right distribution company, they can also take care of customs clearing problems, duties and taxation
	Success depends on the choice of distributor, transportation costs, cost of expertise, understanding of regulatory legislation and conformity with tariffs/quotas
	Primark do not manufacture their own clothing.  With a large and complex supply chain network covering 31 countries, understanding different trade relationships and regulatory conflicts in addition to co-ordinating activities would be very time consuming
	Reject

	Turnkey Operations
	Good revenue potential.  Can command high one-off income for sale of assets
	Initial time and financial burden can be heavy when developing a working solution.  May not be accepted by locals.  May be overly reliant on specific partners and local labour/infrastructure for success
	By designing and building a facility, training local personnel and passing control over to local management for a one time fee, a sale could increase competition as new owners take the business through different stages of development and maturity.  Additionally, suitable floor space is both expensive and hard to develop in prime city locations.
	Reject



Adapted from Deresky (2017, pp 264-265) and UKIBC (no date.b)
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