
PEST ANALYSIS 



POLITICAL 



Analysis 
•  Transparency International's Corruption Perception Index (CPI): 

94th out of 176 nations, score of 36 out of 100 on a scale from 0 

(highly corrupt) to 100 (very clean) 

•  Political instability: factions, criminal cases against leaders, 

corruption 

•  Government stipulation for foreign single-brand retailers: source 

30% of what they sell from SMEs. Ikea requested for  a 10-year 

moratorium on this,  government agreed to 7 years 



•  Frequent strikes, protests and bandhs (complete or partial shutdown 

of cities),  often instigated for political reasons 

–  Often in response to some change introduced or proposed by the 

ruling party 

–  If it’s a union or organization strike / protest, opposition party will 

support it in order to bolster its vote banks 

–  Examples of reasons for strikes / protests / shutdowns: 

•  Increase in LPG or petrol prices, or even onion and potato prices 

•  Allowing foreign supermarket chains to enter 

•  Not raising public transport tariff (autos and taxis) 

•  Death of a political leader 

•  Release of a controversial movie 



•  Regulation changed to allow 100% FDI for single-brand retailers. 
However, states free to allow or bar retail FDI 
–  Key cities and states for Ikea: 

•  Mumbai (Maharashtra) 
•  New Delhi (Delhi - Designated National Capital Territory) 
•  Chennai (Tamil Nadu) 
•  Bangalore (Karnataka) 

–  Two strong parties in most states; one is more liberal and 
supports progressive reforms, the other supports the masses 
and blue-collared workers.  For e.g., 
•  Mumbai: Congress-NCP v/s BJP-Shiv Sena 
•  Chennai: AIADMK v/s DMK 

–  State policies keep changing according to who’s ruling and what  
alliances have been formed between which political parties 



Hurdle & Solution 

-  Ruling and opposition political parties have different stands on FDI 

-  If opposition comes to power, it might disallow FDI citing job loss 

for local businesses, especially carpenters 

     Social Impact Innovation:  Hire-A-Carpenter 
-  Carpenters get full-time jobs and a steady source of income 

-  Ikea gets employees with relevant skills sets 

-  Ikea also eliminates local competition popular with consumers 



ECONOMIC 



Analysis 

•  Inflation and slow economy: 40% increase in expenses, less savings 

every year (Nielsen report) 

•  High personal income tax and VAT: Up to 30% and up to 14.5% 

•  Weak currency: 1 kronor = 8.5 rupees,  1 dollar = 54 rupees 

–  Ikea often imports its products from global suppliers 

–  Might have higher price points in India in order to make profits 



•  Indian consumers price sensitive (Research in Asia Pacific Journal 

of Marketing & Logistics) 

•  Consumer spending:  set to go up from $977 billion to $3.6 

trillion by 2020 

•  Average household disposable income:  to hit $6977 by 2025 



Hurdle & Solution 
-  High taxes, inflation and slow economy reduce disposable income 

-  Indians consumers price sensitive and seek value for money 

    Emotion and Product Identity innovation:  Ikea Live Design 
-  Customers provide dimensions of living space, furniture specifications 

and budget, come to the store on the day of their appointment 

-  Ikea builds a mock-up of their living space in front of their eyes 

-  Consumers feel special,  know for sure what they’re getting 

-  Service can be offered with deep discounts and bundling to add to 
consumer’s value for money perception 



SOCIAL 



Analysis 

•  Poor infrastructure 
–  4, 320, 000 kms of road network, 4 kms of road for every 1000 

people 
–  National highways: 40% of traffic, 1.7% of network, 24% 4-lanes 

•  29.8% living below national poverty line 

•  5th largest consumer economy by 2025 (McKinsey report) 

•  Middle class households: 31.4 million, 53.3 million by 2016, 113.8 
million by 2026 (NCAER report) 

•  Love foreign-label brands: e.g.  Munich Polo, Da Milano, Franco 
Leone 



•  Small homes (National Sample Survey Organization) 
–  32% of urban homes 258 sq. ft. or less 
–  39% of rural homes 312 sq. ft. or less 

•  Office space rental 
–  2004: Mumbai 15th most expensive city in the world, Delhi 32nd  
–  2013: Slow real estate market, companies moving to bigger 

headquarters 

•  Piracy and knockoffs 
–  Not just movies and music, but Ikea furniture as well 



Hurdle & Solution 

-  Sizes of homes make it difficult for people to visualize and buy more 

than one piece of furniture 

-  Buying any type of furniture without knowing if it fits is a 

cumbersome commitment 

     Aesthetics & Ergonomics innovation:  Ikea Flat Displays 

-  Tie-up with builders,  furnish sample flats 

-  Offer discounts if customers buy a flat on that property 



TECHNOLOGICAL 



Analysis 

•  R&D investments:  good current growth, but low overall 
–  Only 14 Indian companies in top 1500 in terms of annual R&D 
–  However, Indian companies reported largest increase in R&D 

investment (35.1%) 
–  2013 investment:  India – $45 billion, China - $220 billion 

•  Energy issues 
–  Power supply meets only 90% demand 
–  Rolling power cuts across the nation bring cities to a standstill 

and affect businesses 
–  25% of population with no electricity 
–  Electricity costs forever rising 



•  Increasing connectivity 
–  350 million internet users by 2015 
–  More than half will access the net via cell phones 

•  Online shopping 
–  Consumers use the internet to research, then buy offline 
–  To counter,  several businesses offer home delivery and cash on 

delivery options 

•  Social media 
–  Number of users to hit 66 million by June 2013 
–  74% of urban internet users use social media 



Hurdle & Solution 

-  Bad infrastructure makes traveling a nightmare 

-  Coupled with the fact that the number of internet users is on the 

rise, it is safe to say that online shopping is only going to increase 

    Emotion and Product Identity innovation:  Ikea Live Design 
-  Same process as before 

-  Offer online 3-D modeling as an alternative to live mock-up 

-  Once design is finalized, offer free delivery and installation 



References 
1.  Corruption: 

http://www.indianexpress.com/news/india-ranked-94th-in-corruption-
perception-index-ratings-says-transparency-international/1040857 

2.  Political instability: 
http://in.reuters.com/article/2013/01/02/breakingviews-india-politics-
idINDEE90104Y20130102 

3.  Strikes: 
http://www.guardian.co.uk/world/2012/sep/19/india-congress-faces-revolt-
reforms 

4.  FDI regulation: 
http://articles.economictimes.indiatimes.com/2011-12-04/news/
30472125_1_ikea-furniture-ikea-catalogue-mikael-ohlsson 

5.  States and FDI: 
http://blogs.economictimes.indiatimes.com/folk-theorem/entry/hats-off-to-



6.  Sourcing from SMEs: 
http://articles.economictimes.indiatimes.com/2012-08-07/news/
33083662_1_ikea-foreign-retailers-swedish-meatballs 

7.  Inflation: 
http://www.nielsen.com/us/en/newswire/2011/pricing-it-right-in-indias-
inflationary-market.html 

8.  Income tax: 
http://indiatoday.intoday.in/story/a-50-year-trend-of-indian-personal-tax-
rates/1/131008.html 

9.  VAT: 
http://articles.timesofindia.indiatimes.com/2010-03-20/hyderabad/
28128218_1_items-tax-consumers 

10.  Price sensitive: 
http://www.emeraldinsight.com/journals.htm/journals.htm?
issn=1355-5855&volume=24&issue=3&articleid=17036933&show=pdf 

11.  Consumer spending: 
http://articles.economictimes.indiatimes.com/2012-02-13/news/



12.  Disposable income: 
http://www.pbs.org/now/shows/425/india-middle-class.html 

13.  Infrastructure: 
http://www.eastasiaforum.org/2012/11/07/indias-infrastructure-challenges/ 

14.  Poverty: http://data.worldbank.org/country/india 

15.  Consumer economy: 
http://www.mckinseyquarterly.com/
Tracking_the_growth_of_Indias_middle_class_2032 

16.  Middle class households: 
http://articles.economictimes.indiatimes.com/2011-02-06/news/
28424975_1_middle-class-households-applied-economic-research 

17.  Foreign-labels: 
http://articles.economictimes.indiatimes.com/2012-07-27/news/
32889547_1_indian-brands-foreign-brand-da-milano 



18.  Small homes: 
http://articles.timesofindia.indiatimes.com/2008-11-25/india/
27912135_1_sq-ft-sq-feet-urban-areas 

19.  Office space rental 2004: 
http://articles.economictimes.indiatimes.com/2004-08-02/news/
27369847_1_office-rentals-expensive-city-expensive-office-location 

20.  Office space rental 2013: 
http://economictimes.indiatimes.com/news/news-by-company/corporate-
trends/big-corporates-ride-weak-realty-market-by-moving-to-bigger-
offices-to-save-on-cost-space/articleshow/18566869.cms 

21.  Piracy & knockoffs: 
http://www.sfgate.com/news/article/Ikea-knockoffs-a-hit-with-India-s-elite-
Swedish-2541378.php#photo-2676383 

22.  R&D: 
http://www.firstpost.com/business/indian-companies-grow-rd-investment-
by-35-percent-beat-us-and-europe-595200.html 



23.  R&D - 2013 investment: 
http://www.computerworld.com/s/article/9235573/
U.S._could_fall_behind_China_in_R_D_spending_by_2023 

24.  Power supply: http://www.bbc.co.uk/news/business-19059213 

25.  Power cuts: http://www.businessinsider.com/indias-power-outages-2012-7 

26.  Electricity cost: 
http://www.indianexpress.com/news/power-exchanges-electricity-rates-
zoom/970325/0 

27.  Increasing connectivity & online shopping: 
http://blogs.wsj.com/indiarealtime/2011/07/13/chief-mentor-five-internet-
trends-to-keep-an-eye-on/ 

28.  Social media: 
http://articles.economictimes.indiatimes.com/2013-03-12/news/
37651511_1_social-media-active-internet-users-internet-and-mobile-
association 



Thank You. 


