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Abstract 

In the world of accelerated globalization and interconnection between countries and their 

businesses, it is of vital to have a complete comprehension about the environment where these 

businesses are presented. The main idea of this thesis is to ascertain the degree of influence of cultural 

characteristics of different countries on their marketing strategies in different markets. IKEA Svenska AB 

(IKEA) and Volvo Car Corporation (Volvo) were chosen for the analysis for several reasons: the 

companies are presented extensively on the global market, adopted a global philosophy and continually 

focused on international expansion. 

The purpose of this study is to analyze the strategies of aforementioned companies and 

investigate their degree of adaptation in the Italian market in accordance with cultural characteristics. 

Since Italy differs significantly from the domestic market of the two Swedish corporations, a study of this 

market would appear to be very beneficial and challenging from the perspective of the increasing 

interdependence of global markets.  

This thesis is presented as a multiple case study of two companies. To collect necessary and 

reliable primary and secondary data, qualitative method was applied through triangulation technique. 

The central source of primary data was semi-structured interviews that were conducted with 

representatives from the both companies; the secondary data was obtained from various authoritative 

sources, such as Internet newsletters, market surveys and reviews, corporate reports, statistical data 

and previous researches.  

The results revealed that the companies do not use the same strategies in Italy but both of them 

adapt to the local conditions, though with different degree. Volvo implements the transnational strategy 

with their well-known core competencies and intent attention to adaptation of their products; while 

IKEA fully benefits from global standardization strategy offering the same product in different markets 

and making this similarity famous. 

As it is stated in literature, the method and manner of companies’ performance in the market is 

very important. This study can be possibly generalized and applied for other companies or the same 

companies in other markets, in order to sustain competitiveness and core values.  
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1 Introduction  
In the new global economy globalization is characterized by the gradual and steady growth of 

connectivity between the major businesses in the terms of product, technological and philosophical 

integration. This phase also involves further destruction of physical and cultural boundaries between 

countries, resulting in subsequent elimination and "unification and integration across national markets” 

(Schuh, 2007). The fusion, connectivity, unification of consumer needs, tastes and values would appear 

to be the logical consequences of increasing globalization. But will this result in total homogeneity in 

customer demand? Or are there still differences in global markets notwithstanding the growing forces of 

globalization? The lack of general agreement between scholars on this issue prompted the authors to 

conduct their own research.  

Sweden’s Volvo Cars Corporation (Volvo) and IKEA Svenska AB (IKEA) were chosen for the 

research as they are present extensively on the global market, have adopted a global philosophy and 

continually focus on international expansion. The selected companies represent two different industries 

– furniture and cars – although the scale and size of their expansion are very similar.  

The focus of this research is on the marketing strategy implemented by Volvo and IKEA to access 

the Italian market. As Italy differs significantly from the domestic market of these two Swedish 

corporations a study of this market would appear to be very beneficial and challenging from the 

perspective of the increasing interdependence of global markets. 

1.1 Background 
Today we are witnessing the third wave of globalization after a first wave in 1879 and second 

wave after World War II. Even though this process has been part of people’s lives for more than 150 

years, there is still no common definition of globalization. The problem of describing and explaining 

resulted in numerous debates among scholars both in respect of the definition of the term and also 

acknowledgement as to whether it exists or not (Dr. Nayef R.F. Al-Rodhan, 2006).  Frank J. Lechner in his 

research in 2000-2001 highlighted six main aspects of the debate over the term “globalization”: 

- Meaning: Process vs. Project; 

- Interpretation: New Era vs. New Nothing; 

- Evaluation: Good vs. Bad; 

- Explanation: Hard vs. Soft; 

- Political: End vs. Revival of Nation-State; 

- Cultural: Sameness vs. Difference. 

The objective of Lechner’s research was to explain that the focus of incessant arguments about 

the meaning and usage of the term ‘globalization’ is extremely broad and ambiguous. This view is 

corroborated by the extensive study conducted by Dr. Nayef R.F. Al-Rodhan (2006), which provides 

more than 100 definitions of the term ‘globalization’ from various authors and sources. While a variety 

of definitions have been suggested, the authors would like to provide the reader with several options to 

give a better understanding of the main focus of the present investigation. As can be illustrated by the 

following extract culture is an important component of globalization: 

M. Featherstone, “Undoing Culture, Globalization, Postmodernism and Identity”, 1995: 

 “The process of globalization suggests simultaneously two images of culture. The first image 

entails the extension outwards of a particular culture to its limit, the globe. Heterogeneous cultures 

become incorporated and integrated into a dominant culture which eventually covers the whole world. 
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The second image points to the compression of cultures. Things formerly held apart are now brought into 

contact and juxtaposition.”  

A. Appadurai, “Disjuncture and Difference in the Global Cultural Economy”, 2004:  

“The critical point is that both sides of the coin of global cultural process today are products of the 

infinitely varied mutual contest of sameness and difference on a stage characterized by radical 

disjuncture between different sorts of global flows and the uncertain landscapes created in and through 

these disjuncture.”  

H.-H. Holm and G. Sorensen, "Whose World Order? Uneven Globalization and the End of the Cold 

War", 1995: 

 “…the intensification of economic, political, social and cultural relations across borders.”  

V. Cooppan, “World Literature and Global Theory: Comparative Literature for the New 

Millennium”, 2001:  

“…a process of cross-cultural interaction, exchange, and transformation.”  

 Featherstone (1995) claims that the world “becomes a singular … space” (p. 6) following the 

uncontested processes of cultural integration, homogenization and unification combined with increasing 

cultural complexity. Lechner (2000-2001) in his study also highlights the differences among researches 

about the impact of globalization on culture. On the one hand, continuing global fusion leads to the 

“distraction of cultural identities” (Tomlinson, 2003, p. 269), while interaction and integration reduce 

differences, and local norms and practices are increasingly being replaced by global mores. On the other 

hand, the integration of different cultures may conversely lead to a global mix and provoke a defense of 

traditions that will increase the value of cultural differences.  

How can this knowledge of cultural attributes be appropriately applied in global business? The 

apparent removal of boundaries between countries, loss or prosperity of cultural diversity, and 

differences in communication processes – all these aspects can result in a certain level of complexity in 

the business activities of companies expanding in foreign markets. Culture can be a serious obstacle 

affecting the whole business process engendering language issues, pricing difficulties, difference in 

social standards, demographics or legal systems.  

Companies struggle for success on the international arena as they are confronted by large and 

unfamiliar challenges on the foreign market. When companies enter the global market, they meet fierce 

competition. To maintain their competitive advantage, they need to be more knowledgeable and focus 

on specific areas. To survive in this struggle and achieve success, it is essential to leverage a well-

developed marketing strategy. A company needs to invest more significant efforts, and carefully adhere 

to the marketing principles and techniques to be successful on foreign markets, which promote high 

standards for goods, services and advertising. In addition, it is important to fulfill the requirements and 

demands of the consumer market in order to sustain high competitiveness in non-traditional types of 

business cultures.  

A company can follow several directions during expansion into a new market, depending on 

internal corporate strategy, aims and objectives and also the cultural attributes of the new promising 

market. We are now witnessing increasing interest in published studies that analyze the process of  

market entry and opportunities for expansion adopted by companies globally, starting from the 1960s. 
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In the 1970s the focus narrowed to the methods that could be applied by companies in strategies on 

foreign markets. The main emphasis of the debates revolved around the dilemma of standardizing 

products or adapting them to the local markets. The selection of specific strategy irreversibly affects the 

company’s performance on the market.  

In this research the authors indicate main directions of the debates about standardization and 

adaptation approaches according to the structure of Vismanathan and Dickson (2007). They provide 

deep insights on theoretical foundation for standardization/adaptation research by introducing three 

directions of this issue:  producing standardized products/services all over the world, adapting 

products/services to local preferences and applying a combination of both approaches.  

However, the type of marketing strategy is not the only determinant of success or failure in the 

expansion process; - the host country should also be selected carefully. Country selection is a key 

process accompanied by the evaluation of market potential, objectives and goals in the target market, 

the marketing plan to enter the market, the entry mode, etc. (Koch, 2001). According to Blomstermo 

and Sharma (2003) companies prefer to start their expansion from neighboring countries due to cultural 

similarities, language, physical distance, etc., while the next potential step in internationalization might 

involve global expansion.  

1.2 Problem  
Italy is one the most developed countries in the world, ranking 24-th out of 179 in accordance 

with the Human Development Index (HDI). Figure 1.1 illustrates the dynamics of the HDI index for Italy 

from 1980 to 2010 inclusive. It also provides a comparison with the global index, the level of the 

Organization for Economic Co-operation and Development and the level of high human development. 

As it can be observed from the Figure 1.1 (Source: Human Development Reports, 2011) Italian HDI is 

fairly high compared to the general global index. Data on Italy’s production and income parameters can 

be obtained from Table 1.1 (Source: OECD Factbook statistics, 2011) below: 

Table 1.1 Production and income data on Italy 

 2004 2005 2006 2007 2008 2009 2010 

Gross domestic product 
(USD billion) 

1, 594.9 1,649.4 1,781.5 1,893.9 1,990.5 1,951.0 1,908.6 

GDP per capita (USD) 27, 416 28,144 30,224 31,898 33,269 32,413 31,563 

Gross national income per 
capita (USD) 

27,258 28,056 30,172 31,698 32,757 31,926 31,140 

Household disposable 
income (annual growth %) 

0.6 0.5 0.7 0.9 -1.0 -3.0 … 
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It is clear from the provided statistical data that the Italian economy is not in its best position, 

although it is gradually growing. The Italian economy is already recovering from a profound recession 

caused by the global crisis (OECD Factbook Statistic, 2011) and is open again to foreign investments. It is 

a highly industrialized economy with GDP per capita and living standards that are higher than the global 

average (EconomyWatch Content, 2011). Italy’s business environment was characterized by the World 

Bank (Country Data Report for Italy 1996-2010, World Bank Institute, 2010) as very promising, but 

challenging.  According to an article on the Startupoverseas website, attempts to access the Italian 

market can be stymied by a number of difficulties and requires a certain degree of adaptation and 

awareness of cultural differences. Katz (2007) provides good examples of the particular attributes of 

Italy’s business culture that should be considered when dealing with Italians. He points out such aspects 

as the difference between Northern and Southern Italians in terms of communication, language barriers, 

establishment of personal and professional relationships, complicated negotiation issues, issues of 

corruption and bureaucracy, difficulties arising during the drafting of agreements and contracts, the 

challenges faced by women in the business world. 

All these characteristics may oblige foreign companies to adapt to the local environment and be 

coherent and aware of the cultural differences. The authors are particularly interested in the 

expansionist approach of companies which decide to enter a market that is completely different from 

their home market owing to cultural diversities. The case of Swedish companies doing business in Italy 

seems to be a good example to support this interest, as these two countries differ significantly in a 

number of areas. A propensity for directness, diplomacy, English literacy, compromise and reserved 

behavior (Malinak, 2007) clashes with relations driven by emotions, protracted negotiations, limited 

command of English, loud and passionate behavior (Katz, 2007), - all these open up a broad area for 

investigation of the approach adopted by Swedish companies to access the Italian market.  

Earlier in the research the authors asked whether the boundaries (physical and cultural) between 

countries have been entirely eliminated by the impact of globalization or a certain degree of difference 

remains. Is the impact of embracing globalization that substantial in the case of Sweden and Italy? How 

do Italians with their long-standing pride in their national cultural heritage and constant focus on design 

and style perceive Swedish goods that exemplify modest behavior, common safety and perpetual care 

for the environment?  

Figure 1.1 Human Development Index: Trends 1980 – present 
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A thorough investigation into Volvo and IKEA would help to clarify these questions and 

uncertainties.  Several studies (Escander & Abdul Aal, 2010, IKEA in Saudi Arabia; Zeller, IKEA in USA and 

Russia; Gawor, Halasova & Polzin, 2009, IKEA in Central and Eastern Europe; Chaletanone & 

Cheancharadpong, 2008, IKEA in Japan and China; Pan, 2005, IKEA in Shanghai; Badier & Rousset, 2007, 

IKEA in France; Samama & Vega, 2010, Volvo Cars Corporation in France) have been conducted to 

consider IKEA’s and Volvo’s breakthrough into different foreign markets. However, far too little 

attention has been paid to the way in which these companies accessed the Italian market, where they 

appeared for the first time in the 1980-ies.   

1.3 Purpose  
The main purpose of the research project is to examine the degree of adaptation of IKEA and 

Volvo marketing strategies in the Italian market in accordance with cultural characteristics. As stated 

before, previous studies of the selected companies haven’t dealt with this specific market. Furthermore, 

most studies in the area of international marketing have focused primarily on the general expansion by 

these companies without analyzing the applied strategies and the reasons why these strategies were 

selected.  

The project applies both explanatory and descriptive approaches through qualitative research. 

There are two sides to this goal: a focus on the description of some processes (implementation of a 

certain marketing strategy on the certain market) and on the reasons for implementing those strategies 

(based on empirical findings). The approach to empirical research adopted for this study was one of a 

qualitative, semi-structured interview methodology.  

1.4 Research Questions 
Returning to the empirical purpose of the study, it is now possible to outline the following 

questions that will be covered in the research: 

a) How did IKEA and Volvo gain a foothold on the Italian market?  

b) How did the companies manage to be competitive on the Italian market and enhance their 

margins by understanding local needs and preferences?  

c) What are the challenges that the companies faced in Italy? What are the distinctive features 

of the strategies adopted by the companies on the Italian market?  

1.5 Delimitations 
Several limitations on the research need to be acknowledged:  

a) Financial limitations. No grants were provided for the research. This restricted the authors’ 

ability to carry out a broader investigation.  

b) Time limitations. The process of communication with potential interviewees was very time-

consuming and in some cases didn’t yield any results.  

c) Access limitations. The specific nature of this research implied the accumulation of data from 

the senior of management of the selected companies responsible for strategic issues. It proved 

extremely difficult to find the necessary contacts in the Internet, which resulted in certain limitations in 

the research findings.  

d) Language limitations. The authors found the area of research challenging, as they are neither 

Swedish nor Italian citizens. Most of the obtained statistical data was in Italian, which made it harder to 

process the data and also necessitated the investment of far more time than had been anticipated.   
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2 Methodology 

 Frame of reference  
To facilitate a better understanding of what has already been done by scholars, the research 

should initially focus on secondary data collection (Crawford, 1997). The authors also provide an 

overview of existing scientific approaches and theories that explore corporate attitudes evolving in the 

course of internationalization and globalization.  

2.1.1 Internationalization and globalization process 

The world is moving away from bounded and locally-oriented economies towards interdependent 

and integrated global economy. Globalization can be defined (Mellahi, Frynas & Finlay, 2005) as 

“inescapably a multi-faceted process” of creating and deepening a global economy, political and cultural 

globalization, and convergence of ideas and values across the countries (Yip, 2002).  

Mellahi et al. (2005) provided some insight into the process that companies should actualize 

before adopting a global strategy. The authors distinguish the notions of “globalization” and 

“internationalization” and highlight four different phases that the businesses go through (Figure 2.1). 

According to the authors, the internationalization process is initiated where local markets become 

unprofitable and attractive opportunities to expand internationally are evolving. This is why even locally-

oriented companies should consider steps towards international operations in order to achieve strategic 

competitiveness. However, Solberg (1997) argues that businesses should stay ‘at home’ in case of their 

strong competitive advantage on the domestic market and if the pressure for global competition in the 

sector the company operates is low. 

Yip (2002) provides one more argument in support of this approach together with Solberg (1997), 

suggesting that the domestically week companies should first improve and strengthen their 

competitiveness locally by “staying at home”. Despite the number of disadvantages to a single-country 

approach – potential changes in the country (e.g. political instability or market saturation will normally 

generate negative perceptions externally) can significantly impact company’s performance; the 

company can meet competition from the global players and force them to reduce their market share. 

Export strategy is another alternative to entering foreign market. By establishing cross-border 

subsidiaries, the company launches implementation of its internationals strategy. At this phase, a key 

focus is to domesticate business by aligning its products and services to the needs of the local market. 

Transition from domestic or international strategy to global strategy creates various strategic challenges 

for the company to deal with, including a need for a flexible corporate strategy that can be applied in 

different markets and factor in and respond to the local specifics where required.  

The basic assumption of the internationalization process is that every business will first develop 

domestically and then expand internationally to generate more value through increased profitability and 

profit growth. According to Vernon (1966), there are four stages in a product life cycle, and product 

location is driven by the relevant stage: 

a) Introduction. New products are introduced to meet local needs. They may be exported to the 

countries with similar needs, preferences, and incomes; 

b) Growth. The substitutes may appear on the domestic market, which will move the production 

to the other countries in order to create more value than competitors; 

c) Maturity. The market is saturated, and the pressures for cost reduction  become crucial; 

d) Decline. Third world or poor countries consume the product. 
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Figure 2.1 Four types of possible marketing strategy 

 

So overall, the international product life cycle theory highlights that a company will launch 

exports and will later take on foreign direct investment as the product moves through its life cycle. 

Along with each stage, the company will make a set of incremental decisions about its strategy and 

development. In other words, the marketing strategy can be defined as the choices and actions that 

managers must take to attain the goals of the firm. 

However, there has been little discussion about differences between global and international 

strategies, though the authors believe that these differences are crucial for the complete understanding 

of strategic issue. Mellahi et al. (2005) distinguish three key differences between the mentioned 

strategies (Table 2.1).  

Table 2.1 The three dimensions of corporate globality 

 International Strategy Global Strategy 

Degree of involvement and 
coordination from the centre 

Weak coordination  Strong coordination 

Degree of product standardization 
and local responsiveness 

High level of local 
responsiveness 

High level of standardization 

Strategy integration and 
competitive modes 

High degree of independence 
among subsidiaries  

Globally integrated single 
firms 

 

To sum up, in the aim of developing their business, increasing profits, decreasing cost pressures 

and avoiding the saturated market problem, company decides, at the certain point, to expand overseas. 

The studies considered in this chapter have revealed a whole number of opinions and doctrines 

regarding this issue. However, it is also necessary to consider the specifics of the country that the 
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company targets to access. The pressures for local responsiveness are becoming an important part of 

the company’s success when it enters the new market, because consumption choices are mostly 

determined by the cultural environment in which they are made. A profound explanation of the authors’ 

choice of Italy, i.e. a quite specific Italian market, will be provided in the next section, based on the 

cultural study of Geert Hofstede that totally explains why the fact of Swedish firms adapting (or failing to 

do so) to the Italian market, seems so fascinating. 

2.1.2 Cultural differences as an strategic determinant 

A deeper insight and scientific proofs of cultural differences between Sweden and Italy will be 

provided in this section. These differences will also explain why it is so challenging for an originally 

Swedish company to understand, adapt or bring its identity to the culturally distant country with its own 

unique lifestyle. 

A term “culture” is usually defined as an accumulation of the shared meanings, rituals, norms and 

traditions among the members of an organization or society (Solomon, Bamossy, Askegaard & Hogg, 

2006). Culture is composed by intangible objects like values, norms and ethics, and the material objects 

and services, such as cars, clothing, food, art and sports (Solomon et al., 2006).  

According to Solomon et al. (2006) cultural system has three functional areas: 

a) Ecology – shaped by the technology used to obtain and distribute resources (e.g. industrialized 

societies); 

b) Social structure – which domestic and political groups are in dominance (nuclear family or a 

big family etc.); 

c) Ideology – includes mentality, the way a person relate to the environment and social groups; 

certain aesthetic and moral principles.  

Having in mind that Sweden and Italy are distinctive in all these functional areas, and due to the 

difficulty of integrating an already existing foreign management, adjusting the product and gaining 

profitability, cultural differences are likely to be very important in the case of a company entering a 

foreign market. 

Since there are no officially published information about cultural differences in Italy and Sweden, 

the authors have performed their analysis on the basis of cultural dimensions’ theory by Dutch cultural 

anthropologist Hofstede (1980). 

Hofstede (1980) formulated his model of cultural dimensions based on detailed interviews 

conducted with IBM employees in 53 countries.  With the help of standard statistical analysis of rather 

large data sets, he was able to determine patterns of similarities and differences among the employees 

from different countries. The outcome of the theory was that culture varies along the following 

dimensions: 

1. Power distance (PD) 

It is fully defined by the degree to which the less powerful members of a society accept that 

power is distributed unequally. It also covers how the decisions of the power holders should be viewed-

challenged or accepted (Hofstede, 1980).  

The main influential factors for this dimension are: 
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a)  Climate. Cultures in cold climates like Sweden tend to have low PD scores. Therefore, Italy 

with its subtropical/Mediterranean climate goes on the opposite. 

b) Population. The greater a population is the bigger is a power distance; according to the 

statistical data from the statistical web-site Index Mundi the population of Italy amounted to 61,016,804 

people in July 2011, while Swedish population at the same time was 9,088,728 people. Consequently, 

Italy has a higher power distance scores again. 

c) Distribution of Wealth. If the wealth is distributed unequally, the power distance is rather big. 

Sweden has one of the most even income distribution of any nation, which supports the low Power 

distance scores.   

High corporate Power distance in Italy (Table 2.2) can be explained by the fact that the majority of 

businesses are represented by the small-to-medium-sized family firms (more than 85% of the 

total)(Cenderelli, 2007). Therefore, due to the traditional attitude towards status and hierarchy system 

derived from the family relationship, the owner of the firm is seen as an autocratic leader primarily 

responsible for the decision making, and the sense of mutual obligation and interdependence is very 

strong within the company. 

2. Uncertainty avoidance 

This is reflected by the culture being threatened by ambiguous and uncertain situations; an 

aspiration to avoid uncertainty characterizes by low tolerance for ambiguity and they try to develop a 

set rules to control social behaviors, while cultures with a high tolerance for uncertainty tend to take 

risks and try new horizons more intensively and don’t need to be that strict. 

The uncertainty avoidance in Italy is fairly high (75), which is important for an internationalized 

company to understand in order to successfully penetrate the market. In other words, people in Italy do 

not take big risks; they will prefer to know the product before buying it, they are afraid of significant 

changes and don’t like anything unknown. 

3. Individualism\Collectivism 

This notion mostly refers to the balance of concern for oneself and concern for others. The main 

impact factors are: 

a) Climate. Cultures in colder climate tend to be individualistic, whereas cultures in warmer 

climates tend to be collectivistic; 

b) Economic development. The more developed and wealthy is the country, the more 

individualistic is its culture.  

According to the scores in Table 2.2 Sweden and Italy are both individualistic; yet these are 

different types of individualism. Individualism in Sweden means that its inhabitants are not born into a 

world of familiar obligation to parents and elders, and basically regard themselves as born free, early 

encouraged by their parents into independence and then choosing whom to benefit through their work, 

and when and how to do this (Cenderelli, 2007). Individualism in Italy is more related to the weak 

government, which has historically shaped up the preferences to rely only on their own efforts and to 

protect and trust only parents or relatives.  

Some authors have justified Hofstede’s high individualism in Italy with the fact that his results are 

based on the IBM location in the area of Milan which cannot be perceived as a good representation of 

Italian culture (Cenderelli, 2007). 

http://www.indexmundi.com/
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4. Masculinity/Femininity 

According to Hofstede, people countries with a high masculinity index believe in achievement and 

ambition, material success, with very specific behaviors and products associated with male behavior. 

Low masculinity index cultures believe less in external achievements  and more in quality of life such as 

helping others and sympathy for the unfortunate. Feminine cultures also prefer equality between male 

and female and less prescriptive role behaviors associated with each gender. Moreover, the determining 

factor is climate - masculine cultures tend to live in warmer climate near the equator and feminine 

cultures are likely to locate in colder ones. 

Obviously, Sweden can be characterized as a country with a feminine culture; it is also related 

with a sexual equality – Sweden has one of highest percentage of female employment; In Italy sex roles 

are clearly differentiated, and sexual inequality is seen as beneficial which defines it as a country with a 

masculine culture. 

5. Long-term/ short-term orientation 

Societies with a short-term orientation generally have a strong concern with establishing the 

absolute Truth. They are usually very conservative and obey the norms, also showing a respect for 

traditions; they usually focus on achieving quick results. In countries with a long-term orientation, 

people believe that truth depends very much on situation, context and time (The web-site of Geert 

Hofstede). Therefore, they are prone to adapt their traditions to the changing environment. Sweden has 

a score of 20, making it a short term orientation culture. Same pattern is observed for Italy also.  

Table 2.2 Summary of five cultural dimensions: case of Sweden and Italy. 

Country Power 
Distance 

Uncertainty 
Avoidance 

Individualism Masculinity Long-short 
term 

Italy 50 75 76 70 34 

Sweden 31  29 71 5 20 

Kogut & Singh in their article “National Culture on the Choice of Entry Mode” (1988) proposed a 

formula which uses Hofstede’s indices to calculate the “distance” between countries (in this case 

between Italy and Sweden): 

    √∑ (       ) 

 

   

  

Where CDj is the cultural difference for the j-th country; Iij – Hofstede’s Index; I-th cultural 

dimension and j-th country; It- indicates Italy (Cenderelli, 2007). According to Cenderelli’s estimates 

(Table 2.3), the distance between Italy and Sweden is significant. Surprisingly, results for Italy appear to 

be similar to Germany. Great emphasis is placed on individualism, masculinity, and uncertainty 

avoidance. 

So, the current findings add substantially to the authors’ understanding of how different Italy and 

Sweden are in a culturally. Therefore, for any company that has originally started its activities in 

Sweden, it will be quite challenging to achieve success on a completely different Italian market. Cultural 

differences have made international marketing decisions even more significant to the growth and 

profitability of multinational corporations. A truly comprehensive analysis needs to be completed by any 

company that decides to seize the market so radically different from the domestic market; the key 
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questions concerning the choice of the strategy arise – will such a distinctive and specific market accept 

a standardized product or should it be changed accordingly? There are a lot of factors that impact the 

answer – ranging from the type of product to the company’s performance “at home”. Issues related to 

the right choice of corporate strategy will be discussed in more detail in the next section. 

Table 2.3 Cultural distance between Italy and other countries 

Sweden 82,02 

Netherlands 61,48 

Finland 51,48 

Austria 45,48 

UK 44,83 

Spain 39,74 

USA 35,07 

France 34,63 

Belgium 29,03 

Switzerland 24,68 

Germany 20,54 

2.1.3  Strategic approach for market extension and integration 

An extensive research by a number of scholars has been made on standardization and adaptation 

concepts, and different findings concerning a relation between a strategy chosen and its impact on the 

performance of the corporation can be obtained. However, the findings are still rather controversial and 

there is no general agreement about the appropriate use of the certain approach: some of scholars 

claimed that there was no connection between performance and strategy, while others, conversely, 

show a direct relationship between. 

To better understand the underlying concepts of the subject matter studies, the authors have 

categorized them into three groups. 

Standardization approach 

Proponents of the integration approach believe that customer needs, preferences and desires 

don’t vary significantly across borders, though most of the researchers still admit the slight yet 

insignificant degree of difference. They argue that the world is becoming ever more universal in terms of 

the environment and customer demands (Vrontis &Thrassou, 2007). It has been argued that the 

complete standardization of the marketing mix elements and implementation of a common strategy 

globally, will facilitate sustainable competitive advantage by cost cuts and increasing consistency with 

customers’ needs.  

The controversy whether the world is just one unique global marketplace, originated in the 

1960ies. The first studies were conducted in the sphere of advertising (Elinder, 1961, Roostal, 1963 & 

Fatt, 1964) which raised the idea that standards of living and habits were leveling off. Elinder (1961), in 

his analysis of international advertising, argued that despite the fact that language barriers were still 

present in Europe, they will soon be removed due to increasing mobility, developments in 

communication and establishments of common European markets (Roostal, 1963). Roostal (1963) 

highlighted the language problem in the advertising business in Europe where even one and the same 

message will still need to be translated into local languages.  Elinder (1961) suggested providing more 

focused concentration on the Europeans consumption trends rather than on the “national traits and 

traditional characteristics” (p.9) as they exist in very similar conditions though still speak different 
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languages. Elinder (1961) provided general characteristics of the typical European consumer that will 

soon turn the world into a more general pattern. The study demonstrated that there was a clear trend 

to focus on the differences while overlooking similarities in the European market. This opinion was 

supported by Fatt (1964) who acknowledged some heterogeneity even within one country, but his main 

proposition was that world was turning to become more unified rather than segmented. Both authors 

agreed that this integrated approach will cover not only the advertising agencies’ activities all around 

the world, but the all the marketing mix elements. However, despite the disappearance of differences in 

local preferences and requirements, Roostal (1963) believed that not all products can be standardized, 

and that it was important to analyze those product areas where there was still a significant economic 

and cultural lag between different nations and regions.  

According to Hill (1996), two types of globalization could be highlighted: globalization of 

production and globalization of markets.  The latter implies transformation of historically separate 

national markets into one huge global marketplace. This thought is supported also by the other authors 

(Hout, Porter & Rudden, 1982) who perceived the world as one market; according to Levitt (1984), 

“globalization of markets is at hand” (p. 91). However, it doesn’t mean that the world is moving to an 

absolutely unique single market – national markets are still heterogeneous and it is important to 

distinguish differences between them. Even while the barriers to international trade are fading away, 

companies are still required to adapt their market strategies to meet conditions and gain competitive 

advantage on each specific market considering local, ethic and institutional differences (Levitt, 1984).  

One example of global strategy failure is represented by a world-known leader – the Coca-Cola 

Company, which achieved success in 1970-1980-ies by expanding globally into almost 200 countries. 

What they lacked acting globally was preservation and understanding of a unique cultural identity and 

sensitivity towards their customers; they tend to reach the customers with their product without any 

accommodation or change (Levitt, 1983). 

Also the attempt of the British advertising company Saatchi & Saatchi to enter the US market 

failed due to inability to realize that advertising, communication and consulting should be aimed 

towards local clients. Alternatively, a positive example of IKEA can demonstrates how a company with 

not product adaptation can succeed in the international market by combining generic strategies of 

differentiation, low cost and segmentation – a most  profitable marketing tools (West, Ford & Ibrahim, 

2010). Examples of Nokia and Ericsson also demonstrate that after success in the home market (Finland 

and Sweden accordingly), a company can build on its success by employing smart Research and 

Development policies to enter new markets.  

The same opinion is expressed by Larimo (2008) while allocating the factors that continue to vary 

across local markets despite “increasing globalization tendencies” (p. 4): consumer needs, culture and 

traditions, various law regulations, commercial infrastructure, etc.  

Zou and Cavusgil (2002) suggested that there were several approaches in the literature covering 

the process of internationalization and globalization. Some authors (Levitt, 1983 & Jain, 1989) believed 

that the main source of company’s competitive advantage was the ability to produce low-priced 

products of high quality. To achieve low costs, the company should use standardization approach based 

on the economies of scale, simplification and generalization of the product mix that would lead to 

convergence of cultures, low trade barriers and generally standardized programs in terms of price, 

channel structure and product itself (Johansson, 1997 & Keegan, 2000).  
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The other insight on the differences between multinational and global companies was provided 

by Levitt (1983). He argued that multinationals produce or sell a number of different products in 

different markets all around the world, while global companies apply a standardized approach to satisfy 

homogenous customer needs worldwide. Market globalization perspective was based on the 

assumption that the consumer needs became homogenous worldwide, which enabled international 

standardization of products (Levitt, 1983). Global (standardized) product benefits can be seen mostly in 

cost savings, quality increase, global availability and global recognition of the product as people are 

willing to sacrifice their preferences in products’ features and functions. However, even global brands 

still have to adapt to local cultures, for example, in product names, package size and design.  

Adaptation approach 

Although the standardization approach could be effective, its unconditional adoption is not 

comprehensively supported. Fournis (1962) encountered difficulties and misunderstandings that can 

occur in a foreign market due to different economic conditions. He saw those difficulties in the language 

barrier being a serious obstacle in analyzing a foreign market which is contrary to the opinion of Elinder 

(1961). Furthermore, Fournis (1962) in his investigation made an attempt to predict chances of Europe 

becoming a homogeneous entity giving up its traditions, languages and customs.  

Hout et al. (1982) also mentioned certain risks that businesses might face while applying global 

strategies in foreign markets - for example, economies of scale might be underdeveloped and the 

product range should be significantly diversified across different markets; also, transportation costs and 

government barriers constitute a major disabler impacting market penetration. The authors compared a 

number of success stories related to entering foreign market, and suggested a range of steps to improve 

the company’s position worldwide. The first option could be to enter a developing market of high global 

potential where the trade barriers are high but the company that can overcome them will certainly gain 

competitive advantage. Another option is to gain buy-in from key customers and prevent existing or 

future competitors from any possible cooperation between them.   

In support of the opinion of the aforementioned authors (Elinder, Fatt & Roostal) another 

researcher pointed out the importance of personal appeal in the advertising process. Killough (1978) in 

his study focused much on a well-structured process of advertising transfer to the unfamiliar markets. 

However, the central line of the advertising across the world is allowed when “the target audiences are 

quite similar” (p. 104). The author also provided several examples of predictable obstacles to advertising 

migration to a foreign market: cultural, communicative, legislative, competitive and implementational.  

Killough (1978) suggested considering the abovementioned factors to improve the strategic planning of 

the expansion as the time and money costs will increase in the context of a global approach.  

Boddewyn, Soehl & Picard (1986) questioned Levitt’s (1983) statements of market globalization 

due to the lack of reliable facts and evidence. The authors conducted a systematic analysis of the 

marketing mix elements’ that Levitt claimed to move towards standardization direction, and argued that 

products such as food, for example, would hardly ever become standardized due to hard-to-change 

national tastes, and that buyers for industrial goods are “very rational in their adoption of the best value 

for money” (p.71). One of the reasons of untenability of Levitt’s theory is his disregard of such factors as 

national differences in tastes, habits, regulations, nationalistic feelings and technical requirements – 

significant obstacles to market standardization and homogenization. The historians however gave no 

answer to their question “Is Ted Levitt in fact right?” as what Levitt said in his research was “the 

companies should standardize” though whether they were, would or can – is another question. The 
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conclusion of the Boddewyn, Soehl & Picard (1986) research is that standardization cannot be one and 

only approach to compete in the international market and the conjecture of adapting manner seems to 

be more applied.  

There is another group of authors (Wind & Douglas, 1986) challenging Levitt’s (1983) “The 

globalization of markets”. Wind & Douglas (1986) disagreed that standardization was seen as the 

universal approach to the global market, and treat standardization as merely one option of the 

international business strategy that can be used world-wide. Along with Killough (1978) they provide 

several factors that can inevitably lead to adjusting the international strategy and adapting it to the local 

environment: governmental and tariff barriers, transportation costs and differences in customer 

demands. According to Wind & Douglas (1986), complete adoption of an integrated approach is 

hindered also by the barriers that can be put in place by local authorities and prevent businesses from 

translating standardization principles into practice. They suggest that strategy implementation is 

impacted by both internal and external factors. Internal constraints to effective standardization include 

controversy with existing international operations and conflicts arising from the local management 

attitude. The external constraints are as follows (Wind & Douglas, 1986, p. 25):  

 Governmental and trade restrictions; 

 Differences in the marketing infrastructure; 

 Differences in availability and costs of resources; 

 Differences in competition. 

They also doubted the reliability of evidence provided by Levitt (1983) to support his proposition 

that the world’s wants become homogeneous as this can only be seen in several countries or even 

several product markets in certain environments, but this trend cannot be seen as universal.   

Larimo (2008) made an in-depth analysis of various studies drivers impacting the extent of 

product standardization or adaptation to local conditions. The author classified all factors into several 

groups, including firm-related (speed of internationalization, number of target countries, international 

experience of managers), product-related (type, quality and uniqueness of product, type of economy of 

the target country) and customer-related (number and type of customers). For the purposes of this 

thesis, the key input is the impact of the cultural distance between the target countries and the home 

company, on corporate performance. Larimo (2008) claimed that the closer the distance between 

countries, the greater the similarity of customer preferences will be, while the need for product 

adaptation increases with the growth of gaps between cultures.   

Combination of both approaches 

“A multinational firm may provide globally standardized products,  
coordinate their activities globally, and integrate its competitive moves 

 across countries simultaneously” (Mellahi et. al, 2005, p.13). 
 

According to (Quelch, 1986), both standardization and adaptation coexist in the global world and 

going to the extremes in either area will do no good – more flexibility is needed. 

An extensive study of the standardization framework was conducted by Jain (1989) who divided 

the standardization into two categories – the marketing program and the marketing process.  The term 

“program” referred to product positioning, brand name, product design, retail price, sales promotion, 
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customer service, etc., while the “process” implied a toolset supporting program implementation. Jain 

(1989) has grouped the factors determining the extent of standardization into five broad categories:  

 Target market; 

 Market position; 

 Nature of product; 

 Environment; 

 Organization factors.  

The research focused on the level of standardization that needs to be achieved based on the 

above factors’ specifics. For example, business should unable standardization strategy if they produce 

industrial and high technology products (including automobiles); because they meet specific needs that 

do not vary significantly across countries. However, certain modifications or changes will be mandated 

for the products to comply with the underlying requirements and specifications of the country (e.g. 

safety standards). 

Differences in culture, economy and customer perceptions are the three dimensions proposed by 

Jain (1989) to define the acceptance of the standardized product. The author highlighted that adoption 

of a uniform global strategy should be driven by the financial benefits and competitive advantage that 

the strategy can generate. One reason for reducing cultural influence on the marketing strategy Jain 

(1989) sees in placing managers with international background at headquarters. 

Quelch and Hoff (1986) analyzed Coca-Cola and Nestle data to determine the degree of 

standardization in their marketing strategies. Several dimensions were analyzed: 

 Business functions (R&D, finance and accounting, manufacturing, procurement, 

marketing); 

 Products (scale economies and cultural grounding); 

 Marketing mix elements (product design, brand name, product positioning, packaging, 

advertising, pricing, distribution, sales promotion, customer service); 

 Countries (size of the market). 

The researches emphasize the appropriate degree of standardization in all these strategic 

elements along with their interaction with each other. Difficulties can occur during global strategy 

implementation when the headquarters will have to interfere into the sphere of business of their local 

managers. Hence the degree of this intervention should be analyzed and organizational structures, 

cultures and traditions of the local subsidiaries taken into consideration.  

Katsikeas et al. (2006) investigated the main factors that influence marketing strategy 

implementation; and the results showed that similarities (or differences) in the regulatory environment, 

technological speed and intensity, customs and traditions, customer characteristics, product life cycle 

stage, and competitive situation in the domestic and foreign markets have a direct influence on the 

choice of strategy. However, other factors such as economic situation and conditions and marketing 

infrastructure (as size, number, dispersion of the outlets, promotional methods etc.) were not able to 

define strategy. The study also indicated that multinational corporations, as a rule, don’t use similar 

marketing strategies across different countries and their marketing programs have some variation and 

adaptation even where a more standardized strategy has been adopted by corporation. 
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Whether a localized or standardized approach is best suited to support international marketing 

strategy is a concern on the managerial agenda too (Schuh, 2007). His research is focused primarily on 

Western multinational corporations operating in Central and Eastern Europe (CEE), though the authors 

believe that his suggestions could be considered also in the global context. Schuh (2007) highlighted the 

issue of fragmentation and localization in the local markets along with their unification and integration 

world-wide. He suggested two perspectives on the marketing strategies: localization and globalization. 

The main idea of localization insight is a good potential for market development with possibility of 

applying new product technologies and advertising techniques since the average level of consumption in 

CEE countries is still below Western levels. Also, there are significant differences in buyer’s behavior 

when under socialist system the buyers had a limited choice of products. Brand awareness and 

affordability are the core factors gained from transition to a market-oriented economy. Major market 

players are still represented by local producers who are aware of the local tastes and strong affection 

for traditional (and therefore cheaper) local brands. Moreover, the trade structure in the developing 

countries is different from the western mainly focused on long distribution channels and traditional 

formats (small shops, kiosks, open markets) which still dominate in the South-Eastern and Eastern 

Europe. Localization strategy can be the most beneficial and appropriate in terms of adjusting to 

similarities and differences in the cultural, historical, political and economical environment of the 

countries (Marinov et al., 2001).  

Adopted theory of Keegan (2000) represents the most productive analysis of the international 

strategies’ modes. He suggested three alternatives for entering new markets – straight extension (the 

firm adopts same policy as in the home market), product adaptation (the firm caters the needs of 

foreign customers) and product innovation (the firm designs new product for foreign customers). 

Further in his research Keegan transformed these three basic approaches into five options referring not 

only to product adaptation or extension, but including communication process as well (Table 2.4). 

Table 2.4 Basic market extension strategies 

International 
product strategy 

Product strategy Communication 
strategy 

Product example 

Strategy 1 
 

Extension Extension Gillette (easy to use product) 

Strategy 2 
 

Extension  Adaptation Wrigley (USA – substitute for 
smoking, Europe – dental 
benefits) 

Strategy 3 
 

Adaptation (adding 
local products to the 
range) 

Extension  
(using global 
campaign) 

McDonalds  

Strategy 4 
 

Adaptation 
(consumer 
preferences for 
different flavors)  

Adaptation (celebrity 
in Germany, teacher 
in the UK) 

Slim fast (losing weight) 

Strategy 5 
 

Invention Develop new 
communication 

Buckler beer (non-alcoholic 
beer) 

 

Moreover, Keegan suggested the idea that “All business is local” though gave some reasons for 

both product standardization and product adaptation. Advantages of product standardizations consist 

of economies of scale, satisfying common consumer needs, presenting a home country image and 

impact of technology. Reasons for product adaptation include climate differences, skill level of users, 
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national consumer habits, and government regulations on products, packaging and labels, legal 

constraints.  

However, the authors would like to highlight one study that gives the opposite view of the whole 

process of globalization. Some authors (Rugman & Hodgetts, 2001) suggested the globalization is a myth 

and gave motivating example to illustrate this: more than 85% of all automobiles produced in North 

America are still built in North American factories owned by such companies as General Motors or Ford, 

over 90% of cars produced in Europe are sold there and the same for Japan – more than 93% of cars 

registered there, were produced in Japan. So the authors admitted that the notion of “globalization” is a 

rather relative concept. They argued that there was no global product; instead, there were a lot of local 

products produced by multinational companies, in which case, it is not the product that is truly global, 

but the network of managers of large multinational enterprises. It was pointed out that the global 

marketplace was occupied and dominated by the triad – the United States, the EU and Japan.  

Vrontis and Thrassou (2007) were among the scholars who tried to obtain a clear picture of the 

results of the ongoing debates about standardization and adaptation approaches, i.e. whether there 

were any new insight and agreement on the aforementioned concepts and ideas, new suggestions and 

insights and, eventually, which approach is more preferred by the companies.  The authors adhere to 

the approach under which multinationals should benefit from applying a certain degree of both 

concepts in order to maintain marketing orientation. “This research hypothesizes that in practice 

multinational companies are not mutually exclusively adopting international adaptation or global 

standardization across their marketing mix elements, but seeking to identify the right level of integration 

that will allow them to achieve both customer satisfaction and organizational profitability” (Vrontis & 

Thrassou, 2007, p. 9). 500 UK multinational companies that use both standardization and adaptation in 

their marketing mix elements were examined in the research. The quantitative analysis findings 

demonstrated that neither of the two approaches was predominantly used: in several elements (quality, 

brand name, performance) standardized strategy was dominating but in others (price levels, discounts, 

distribution, advertising, sales promotion) several adjustments to the strategy were apparently made. 

Apart from the level of standardization and adaptation, the aim of the study was to identify the reasons 

that force “marketing practitioners” (p. 9) to standardize or adapt their international strategy (Table 

2.5): 

Table 2.5 Reasons for adapting and standardizing and their level of importance 

Reasons for adapting Percentage (%) Reasons for standardizing Percentage (%) 

Culture 93 Global uniformity and 
image 

81 

Market development  87 Economies of scale 75 

Competition  84 Transferable experience 
and efficiency 

74 

Laws 82 Consistency with the 
mobile consumer 

52 

Economic difference 78 Easy planning and control 78 

As it can be observed from the findings, the local culture competed with the global image of the 

product world-wide. The huge number of different factors should be analyzed before applying any of 

the mentioned strategies. These factors include internal and external environment; cultural and 

economical differences, customer preferences and competitive situation, size and demands of the 

market, governmental and legislative constraints, and many others. The identification and 
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implementation of the right degree of standardization or adaptation is essential for the companies in 

the international arena to stay competitive and market-oriented.  

Nowadays, in competitive and globalized markets businesses face a lot of pressures for cost 

reductions in order to gain profits, and therefore develop the products in correspondence with the 

demands of the fast changing environment. There are several common ways for a company to reduce 

costs – first, economies of scale (which occupies the second position in the factors that influence 

standardization, Table 2.5), and location economies (Levitt, 1983; Jain, 1989), when the company 

produces a standardized product in the low-cost location. Also, it can use an outsourcing, when the part 

of the product is produced by another company, specializing in producing precisely this part or just get 

the supplies from the low-cost producers (Mellahi et al., 2005). Pressures for cost reductions as a rule 

are mostly intense in the industries of  commodity-type products when it is not possible to create an 

extra value; therefore the lowering of the costs is the only way to increase revenues of the company and 

gain a competitive advantage. The costs reductions are also important in industries where major 

competitors are based in low-cost locations and where consumers are powerful and switching costs are 

low (Hill & Jones, 2007). 

It is important to designate that the authors have chosen the approach of Hill & Jones (2007) to 

determine company’s position across the four different strategies (Figure 2.2) – Localization, Global 

standardization, Transnational Strategy and International Strategy. The authors were introduced to this 

approach during International strategy course in the LIUC University in Italy; it was chosen because it 

was already successfully implemented during the course and after conducting a research of other 

studies, the technique by Hill & Jones (2007) was adopted by the authors. According to this method, 

there are two types of competitive pressures that the companies face when they expand to the global 

market place: pressures for local responsiveness and pressures for cost reductions. High pressures for 

local responsiveness require the company to adapt and differentiate its product range to the local and 

specific needs of consumers in terms of distribution structure, marketing services, competitive 

environment and government regulations (Hout et al., 1982; Wind & Douglas, 1986; Jain, 1989; 

Katsikeas et al., 2006; Cavusgil, Knight & Riesenberger, 2008). Strong pressures for local responsiveness 

may be found in such industries as food, books, clothing, retailing or cars (Jain, 1989; Cavusgil et al., 

2008) where there is a strong difference in customers’ tastes and preferences because of historical or 

cultural reasons. Also, the degree of responsiveness to the local needs increases with the increase in 

governmental trade barriers and complex business regulations. 

  Though the authors have found a slight difference in the methods used by Hill & Jones (2007) 

and Cavusgil, et al (2008). The first group of authors used the abovementioned dimensions for analysis 

(pressures for local responsiveness and cost reductions); but the second group analyzed pressures for 

global integration instead of pressures for cost reductions. They described global integration as 

“coordination of the firms’ value chain activities” (p. 16) in order to gain synergy and efficiency on a 

world-wide scale. For the purpose of the analysis the authors decided to adhere to the approach 

suggested by Hill & Jones (2007). 
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Figure 2.2 Four basic strategies. Source: Hill & Jones (2007) 

The analysis of these pressures based on the above mentioned approach has successfully helped 

the authors to explain the strategy that IKEA and Volvo use on the Italian market. The following chapters 

draws upon the entire thesis, tying up the various theoretical and empirical strands in order to get a full 

understanding of the way chosen by these Swedish corporations and also includes discussions of 

implementation of the findings to future research in this area. 
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2.2 Method 

2.2.1 Qualitative research  

The present study is considered to be a multiple case research that investigates two independent 

cases using the same approach. For the purpose of the analysis Volvo Car Corporation and IKEA Svenska 

AB were chosen to represent the automotive and furniture industries respectively. After a detailed 

review of previous researches about IKEA and Volvo strategies, the authors can state that understanding 

of the way these companies perform and operate on the Italian market has never been the subject of 

any previous investigation. Therefore, there was a strong need to obtain primary and secondary data 

from reliable sources. 

So as to provide credible and reliable information and to be confident with the results, the 

authors have decided to use the method of triangulation (Thurmond, 2001).By the triangulation method 

the authors infer the ability to make a conclusion about the subject (in this case, determining the 

strategy of the company) based on three different fixed sources. In other words, two aspects of the 

research are used to determine the third one, or the problem is viewed from three different “angles” 

(Thurmond, 2001). Methodological triangulation is the most profound type of triangulation that uses 

both quantitative and qualitative methods; yet, due to a number of time and accessibility constraints 

that will be mentioned later, the authors have chosen investigator and data triangulation methods. 

According to Denzin (1970), who divided a triangulation method into different types, investigator 

triangulation involves more than one observer, interviewer or a researcher in the study. Ideally 

investigators shouldn’t work in collaboration, yet the authors have used this technique while making 

their conclusions about the strategies of the companies and discussing each interview right after its 

completion, bringing in different perspectives and interpretations, pointing out interesting statements, 

identifying correspondence with the data they received earlier, and drawing more balanced conclusions 

after data collection. Data triangulation allows considering the data from three dimensions:  

a) company perspective (primary information retrieved from interviews); 

b) consumer opinion;  

c) official data (secondary sources of information).  

This technique has enabled the authors to cross check the data collected. According to Kvale 

(1996) interviewing as a method of qualitative research is one of the most flexible and effective as it 

helps cover the topic from the interviewee’s perspective and obtain valuable insight.  According to 

McNamara (1999), there are three types of interviews which can be used in the qualitative research: 

 General interview guide approach, when general areas of information are collected, being more 

focused in some areas but also allowing some freedom and alterations; 

 Standardized open-ended (same questions, easy to compare and analyze); 

 Closed fixed-responses (same questions with answers already given with a possibility to choose). 

The authors have chosen the first type of interviews for the reason that the other ones would not be 

able to provide all necessary pool of information for the analysis. Standard open ended questions imply 

interviews with the management of same positions which was not the case while closed fixed responses 

better fit to consumer surveys (some of them were used while interviewing Volvo owners). 

Listed immediately below are the main secondary sources of information broadly used by the 

authors:   
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a) Internet newsletters; 

b) Market surveys, reviews and studies;  

c) Companies’ corporate reports; 

d) Previous researches; 

e) Statistical data websites and online databases.  

In order to select the most appropriate and trustworthy sources, the authors used the following 

criteria: corporate and annual reports by the selected companies were prioritized in gathering 

information; nevertheless, priceless pieces of quantitative information were obtained from the monthly 

reports from local Italian Automotive Union, Union of the Owners of Foreign Vehicles in Italy, 

International Tropical Timber Organization and other. The less reliable sources were also studied 

carefully (a good example is a rumor about the release of a special edition of Volvo in Italy which was 

mentioned in a few Internet web-sites and needed to be cross checked with Volvo representatives). The 

authors have analyzed quantitative and qualitative secondary data collected from the sources 

mentioned above, formulated questions that were addressed during the analysis of the secondary 

sources and have required a deeper insight into the subject, and ultimately received profound answers 

after conducting interviews. After that the data received was also supported with a small amount of 

consumer surveys (in case of Volvo Cars Company). 

Therefore, the main sources of credible primary data were semi-structured interviews that were 

carried out separately with two representatives from Volvo and one representative from IKEA. Selection 

criterion of interviewees was based on the following requirements - the authors were looking for 

employees who were qualified enough to provide information on companies’ strategies preferably 

occupying management positions. The interview questions were carefully prepared in order to get the 

deep understanding of the subject and filling in the gaps that appeared because of secondary data 

insufficiency. Both open and closed questions were used since the conversation implicated the broad 

flow of qualitative information. 

Due to accessibility limitation the authors were not able to contact local managers of Volvo in 

Italy though succeeded in contacting senior management of Volvo in Goteborg, Sweden, who are in 

charge of global and regional strategies of the company. The interviews were held in the main office of 

Volvo in Torslanda (Goteborg, Sweden) - accessible location for interviewers and comfortable 

environment for interviewees. Two in-depth interviews were held separately with an average length of 

one hour each, which allowed obtaining rich data and new insights during face-to-face conversation 

with respondents. Due to the positive attitude of Volvo respondents even closed-end questions were 

answered with a great enthusiasm providing deep and constructive insight. The interview data was 

recorded on tape with interviewees’ permission and transcribed by the authors the following day. The 

second step of primary data collection was an interview with Corporate PR Manager of IKEA in Italy 

Valerio Di Bussolo, who kindly agreed to meet with the authors in IKEA San Giuliano (Milan, Italy). The 

conversation with Valerio was recorded as well with his permission with further transcription.  The list of 

interview questions for both companies is presented in Appendix 1 and Appendix 4.  
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3 Results and analysis 
The authors decided to separate Volvo and IKEA analyses to enable a better information flow and 

keep readers’ attention on one, and then another corporation; however, the two companies will be 

compared in the Interpretations section. Analysis of each company is divided into three logically 

consecutive sections – firstly, the overview of the Italian furniture and automobile market, including 

major trends and important indicators to let the audience understand the overall market situation and 

key players; secondly, an overview and background of each company, including some historical 

information; and finally, the analysis itself based on a combination of different data sources to support 

analysis credibility and consistency. The conclusions cannot be made based on consumer surveys only 

since the authors had a convenience sample. The surveys were mostly used to verify the statements in 

the interviews, while the quantitative data was used as a phenomenon that needs explanation via 

qualitative sources. 

3.1 IKEA Case Study 

3.1.1 Overview of the Italian furniture market  

Furniture market is one of the most important markets in Italy (Product Market Study, 2009) 

occupying the second place among all manufacturing industry sectors, and the second in  European 

Union (EU) after Germany with total market size worth € 12,424 million in 2005 (CBI Market Survey, 

2006).  

 This market is characterized by the high level of fragmentation with total 38,000 companies and 

178,000 workers operating on it (International Wooden Furniture Market review, 2004) being mostly 

single consumers and small households (CBI Market Survey, 2006).  

The major players on the Italian furniture market are: Industrie Natuzzi, B&B Italia, Doimo 

International and Haworth. The leading Italian manufactures for kitchen are Snaidero, Scavolini, Veneta 

Cucine and Lube Over (CBI Market Survey, 2006). Industrie Natuzzi is the largest country’s furniture 

producer with its 90% of revenue generated outside Italy (Furniture MVP, 2010). The major retailers on 

the Italian market are Emmezeta, Ligne Roset, Roche Bobois and IKEA. Even though there is a significant 

dominance by local retailers and manufactures on the Italian market, the number of international 

players is increasing (CBI Market Survey, 2006).   

According to IKEA’s official web-page IKEA Italy closed 2010/2011 year with increase in turnover 

by 6.5% making it 1,640 million euro and with more than 64,000 million visitors. In March, 2011 another 

store was opened in Sicily, Catania, making the total number of IKEA stores in Italy equal 19. In 2012 it is 

planned to open the 20-th store in Abruzzo region of Italy and also the opening of new retail store San 

Giovanni Teatino is confirmed. 

 Italy ranks third place (8%) as supplier for furniture for all IKEA Group which means that it buys 

more than it sells (7%), as it is only the fourth place for IKEA sales, but it is a strong position for IKEA Italy 

as it hasn’t changed in the past 5 years (Official IKEA Web-page). Significant results that IKEA Italy 

achieved under the guidance of Roberto Monti allowed him to move to the Regional Manager in South-

East Europe Group. His place was taken by Lars Petersson who has been the head of IKEA Japan.  

3.1.2 Background of IKEA  

IKEA Svenska AB is an internationally known furniture retailer which specializes in stylish and 

modern but inexpensive Scandinavian designed furniture. It was founded in 1943 by Ingvar Kamprad in 

the small city of Älmhult. The business started with selling pens, wallets and picture frames, but very 
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soon in 1963 it already entered the Scandinavian market and opened the first store outside of Sweden 

in Oslo, Norway. 

In those days, the competition in Swedish furniture market was hard, and remaining major 

advantage – low prices – meant lacking quality. Kamprad in his permanent attempts to reduce prices, 

introduced such stores to the customers where they could collect the self-assembled furniture, which 

made the shipping of the products safer and cheaper.  Thus, the flat-pack being one of the major IKEA’s 

inventions, allowed significantly decrease in costs of transportation and packaging.  

First steps of conquering the world were taken in 1970’s by entering Swiss and German markets. 

When the Kamprad realized the great potential for IKEA’s expansion into the new markets worldwide, 

the process has begun. In rather local business, IKEA has become an international home-furnishing chain 

operating all over the world offering affordable prices together with locating their stores in less-

expensive areas in different countries.  

Starting in Switzerland (1973) and Germany (1974), IKEA worked its way into the European market 

expanding to Austria (1977), the Netherlands (1979), Italy (1989) and Great Britain (1992) by acquisition 

of weakened British retailer Habitat. The company was also expanding outside the Europe. The first 

store in Australia was opened in 1975; in 1976 the first store was opened in Canada and in 1978 – in 

Singapore. In the late 1990’s IKEA entered Chinese market which in fact has been its supplier since the 

70’s. Finally in 2000 IKEA entered Russia with 14 stores by 2012 (Official IKEA web-site).  

Today, IKEA has more than 300 stores in more than 30 countries all around the world, though 

Europe is still the largest market for the company with its stores located in 26 European countries. 

Currently there are 19 shops in Italy (IKEA Facts & Figures, 2011) and the position of IKEA Italy is 

represented (IKEA Sustainability Report 2011) on the following tables (Table 3.1):  

Table 3.1 TOP Selling and TOP purchasing countries of IKEA. 

TOP Selling countries TOP Purchasing countries 

Country  Percentage Country  Percentage 

Germany 15% China 22% 

USA 11% Poland 18% 

France 10% Italy 8% 

Italy 7% Sweden 5% 

Sweden 6& Germany 4% 
 

Italians begun to familiarize themselves with IKEA’s system of selling in 1989 and it became a 

starting point for thousands of visitors. IKEA’s fast international expansion and development has 

contributed to its revenue growth all over the world. IKEA Group's worldwide turnover increased (IKEA 

Facts & Figures, 2011) in 2011 fiscal year by 9.2% (2.2 bn. Euro) compared to 2010 making it 26 billion 

Euro.  

3.1.3 Selection of the marketing strategy 

According to the empirical findings and subsequent analysis of IKEA’s competitive situation, it 

emerged that the company uses global standardization strategy in the Italian market with some 

elements of transnational. Implementing global standardization strategy by the company is a serious 

challenge as it predetermines attention to both economies of scale and location economies along with 
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pressures for local responsiveness. The degree of adaptation to the local needs depends from the 

several aspects:  

Differences in customer tastes and preferences 

The recent trend in the Italian consumption mostly consists of living with parents, though the 

share of young educated professionals who are aware of the latest world tendencies is growing. As 

stated Valerio Di Bussolo (Corporate PR Manager, IKEA, Italy): “In Italy people leave their families later, 

they live with their parents till 30-35 years, it’s also related to the cost of the life, cost of the house… In 

Italy they go out to the University if the university is not in the same town but then they come back and 

still go on living until they get married.” In contradiction to other European countries in Italy kitchen is 

still the central place in the house, but the consumption pattern is moving from “buying for status” to 

“buying for quality”.  

Di Bussolo highlighted that the products are the same in every country but it can be risky to 

generalize the product with respect to tastes and preferences of consumers. With their standardized 

approach, they still modify the furniture offerings to fulfill Italians’ needs for small comfortable kitchens 

being the most important place at home. Di Bussolo confirmed this statement: “… They use a lot 

everything related to cooking and kitchen. From this point of view all this is connected to life in the 

kitchen that is not just cooking”. This information can be also supported by the Table 3.2 which 

demonstrates rather significant share of kitchen (17.2% out of total) in the whole furniture production in 

Italy in 2000 (Furniture Market Review, 2004). 

Table 3.2 The size of the furniture production in Italy 

Type of furniture Production 
 ($ millions) 

Percentage share of 
total 

Office 860 8.5% 

Kitchen 1 750 17.2 % 

Upholstery 1 145 11.3 % 

Others 6 408 63.1 % 

TOTAL 10 163 100 % 

The basic idea is that products are the same everywhere but each country and each store can vary 

the quantity of each item. As Di Bussolo confirmed: “In each country – some products are mandatory, 

and some other you can choose the quantities, you can have some adaptation in the quantities and in 

versions – colors or patterns, the things like this. But in order to insure the low price.” The price policy is 

the same in IKEA world-wide, but local subsidiaries can vary where to put the strongest competition: 

“The price policy is to follow the general indication that we have to be between 15-30% less than the 

average. We have to be better than our competitors and it is up to us to decide where to put the 

strongest competition. For example, in Italy it is better to have the strongest competition in the kitchen, 

because Italians use a lot of kitchen and they change the kitchen more” (Valerio Di Bussolo).  

Adherence to traditions and increasing value of emotional component are followed by needs in 

innovative, rational and simple furniture. As Di Bussolo stated: “There are so many products, it is 

depending on how you put them together; and the simpler is the single product, the easier it is to let this 

product align with other existing products. The point is that if the lines are very simple, there are no 

static addictions, it is very easy to match with other existing products.”  Changes in the lifestyle of 

Italians and current difficulties in the economic and politic situation influence on their “demand for new 

furniture styles” (CBI Market Survey, 2006, p. 4). The article about Italian furniture in the “Life in Italy” 
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article supports the idea that changes in Italian lifestyle lead to the changes in the furniture style in 

terms of innovativeness and simplicity. The simpler is the furniture item the more combinations one can 

get from it – that is exactly what Italians want right now.   

 Italian furniture companies prefer to choose low-cost manufactures from developing countries 

but it should never lead to lacking style and design which are still significant aspects for Italians. Table 

3.3 provides an overview of style trends where it can be clearly seen a movement from traditional 

furniture to modern styles. 

Table 3.3 Style trends in Italian furniture 

Style Percentage of Total 

Modern 55% 

Traditional 20% 

Design 15% 

Classic 10% 

TOTAL 100% 

Authors have noticed several aspects which are perceived identically both by IKEA and by Italians. 

Italians preferences are analyzed according to Product Market Survey (2009) and main IKEA values are 

obtained from IKEA Facts and Figures report (2011). “Home is the most important place” – this idea can 

be found almost in the same words in both reports. Italians conceive home as reflection of their selves 

thus it should be unique and well-designed. They prefer to spend more time at home with their families, 

and IKEA strives to create the best conditions for that.  Another contact point concerns environmental 

aspects which are crucial for IKEA (positive social and environmental development) and important for 

Italians (growing awareness about environmentally friendly production). Valerio Di Bussolo gave an 

example of how IKEA built it store, how they used energy, how they managed their wasting; all these 

aspects are highly respected and understood by Italians. Also the company has developed a training kit 

for Italian school students where they share information about water wasting, sorting the garbage and 

reducing the usage of electric power. 

Differences in infrastructure and traditional practices 

IKEA has a very strong policy and structure, and tries to keep it the same everywhere. This idea 

was clearly corroborated by Valerio Di Bussolo: “The products are the same everywhere. It is not just for 

Italy. The ways they are arranged are the same everywhere in the world”. One of the main company’s 

inventions in IKEA is IKEA Catalogue, but there are very strict rules for the location of the products on 

the catalogue – it should be the same, according to Valerio Di Bussolo. That’s why even if the kitchen 

items are the most purchased in IKEA Italy, the local management is not allowed to put the preferred 

items in the beginning of the catalogue to make them more appealing, but they can branch out those 

items in the store.  

Sometimes it can be a problem in Italy for local authorities to follow the deadlines; and a lot of 

people and companies suffer from this problem, including IKEA. Valerio Di Bussolo mentioned in the 

interview that one of the biggest difficulties in the process of opening the new store is uncertainty. “The 

point is not the length, the point is to know the length”, - he said about the length of obtaining the 

license to build a new store. It means that if the company knows in advance that the construction and 

commissioning will take 6 years, than it will arrange their own planning in a particular way. But the 

process of getting the license can take uncertain amount of time, that’s what makes the whole new 

opening very difficult.  
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IKEA advertisement is almost the same throughout the world as it can be seen from several 

examples on the http://toxel.com web-site. IKEA uses the same ironic and a bit funny voice in their TV 

commercials, and standard template for their posters. Though Valerio Di Bussolo claimed that they 

don’t have any special requirements coming from Sweden considering the advertisement content. 

Notwithstanding there was one case when more degree of local awareness was needed from IKEA. 

During spring 2011 IKEA launched a poster in Italy showing a gay couple holding hands with a slogan 

“We are open to all families”. This advertising wasn’t perceived very well by Italians, reported several 

Internet newsletters such as Curbed National or The Swedish Wire. Italy, being highly catholic country 

didn’t understand the meaning and the purpose of this ad.  

Differences in distribution channels  

Distribution system in the Italian market of furniture comprises three categories (Product Market 

Study, 2009): small-scale independent retailers, specialized large furniture distribution and non-

specialized distribution (Table 3.4). More precise shares of different furniture distributors’ types in Italy 

are given on the Table 3.5 according to the Furniture Market Review (2004). IKEA in Italy is located in 

non-specialized distributor segment operating mainly through the large department stores. The whole 

percentage of non-specialized retailers is quite small, and furthermore Furniture Market Review doesn’t 

provide exact percentage of department stores in the distribution system at all, meaning that it is 

virtually non-significant but still its share grew a little during five years from 2004 to 2009. 

Table 3.4 Furniture distribution system in Italy 

Type of distributor Percentage share of 
furniture sales 

Small retailers 72% 

Specialized large 
scale retailers 

22% 

Non-specialized 
distribution  

4% 

Other  2% 

TOTAL 100% 
 

Table 3.5 Shares of different types of furniture distributors in Italy 

Type of distributor Percentage share of 
domestic sales 

Specialists 84% 

- Independent retails - 76% 

- Buying groups  

- Large-scale distributors - 7% 

- Other specialist channels - 1% 

Non-specialists 16% 

- Department stores - n/a 

- DIY stores - 2% 

- Direct sales - 14% 

TOTAL 100% 

According to IKEA official web-site, distribution for the company is a very important part of the 

formation of its low prices. IKEA has excellent and long-term relations with its 1,026 suppliers spread 

across the world in 53 countries (Figure 3.1) (IKEA Sustainability Report 2011). As it was mentioned 

http://toxel.com/
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before in this research, Italy ensures 8% (24 producers in 2010) of total products sold by IKEA globally. 

Local Italian furniture companies are widely represented among IKEA’s global suppliers (The Economic 

Times, 2012). Recently (April 10, 2012) chief executive of IKEA in Italy Lars Petersson announced that 

IKEA is going to drop several Asian suppliers in favor of some Italians, from which the company is 

planning to buy drawers, taps and toys. "The company is...seeking to increase its purchases from Italian 

suppliers, and it has found new Italian partners (to) substitute some Asian suppliers, thanks to their skills, 

commitment and ability to produce goods with better quality and lower prices than Asian competitors" – 

said Lars Petersson. The economic impact of this fact will be discussed further in “Cost reduction” 

section.  

 

Figure 3.1 IKEA main suppliers around the world 

Swewood (a lot of plants around Eastern Europe: Russia, Latvia, Poland; 41 production units in 9 

countries) and Swedspan (located in Bratislava, Slovakia; 5 production units in 5 countries) are fully 

integrated international industrial groups of IKEA, responsible for the production and distribution of 

wooden furniture. Transportation process is controlled in IKEA by 28 center warehouses and distribution 

centers in 16 countries. The process of cost-cutting can also be observed in the modes of transportation 

that IKEA uses to deliver its goods to the final customer: by road (60%), train (20%), sea (20%). As the 

main transportation mode is by road or tracks, it means that there has to be a good connection between 

warehouses, distribution centers and the final customer.  

Automatic storage, retrieval systems are used in the low-flow warehouses. Centralized 

distribution used at the inventory level that helps to improve the speed of the delivery. The location of 

IKEA’s two main suppliers in Europe (the biggest market) increases the speed in the process of delivery 

raw materials to IKEA.  

Host government demands 

IKEA’s plans to the Italian market extension are great, though local regulations make it almost 

impossible. If IKEA invests, it invests a lot, though bureaucracy and politics make this situation practically 

losing for all parties (Alderman, 2011). Six years of the efforts to open 60-million megastore in Pisa 

seemed to be useless though experts on the contrary saw in this opening great opportunities for Italy 

during economic downturn. Bringing hundreds of new jobs along with big corporate investments 

however don’t facilitate for IKEA opening new stores in Italy. Lars Petersson confirmed in his interview 

to Internet newsletter “Il Sole 24 Ore” that in Italy even in need for big investments and developments 

there are still obstacles for foreign investors. Lars noticed that IKEA is ready to fulfill governmental 

standards and requirements though it takes a lot of time to get the final decision from local authorities. 

In his interview Lars points out that in Italy it takes 6-7 years to get the green light for the investment 

what is significant difference with the rest of Europe where it takes 3-4 years.  
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Though the problems that follow new store opening throughout the world are mainly the same, 

according the interview with Valerio Di Bussolo: traffic jams, obtaining the license from road authorities, 

proximity to the airports forces to get the permission as well from the airports. Also he noticed that as 

IKEA needs huge plots of land for new store construction, sometimes this land is considered to be 

agricultural which, in turn, needs to be transferred to the trade land. “The point is that sometimes you 

have problems with bureaucracy, there so many people involved … And some of them have to give 

permission… usually  we’re involved in creating traffic jams, so it also includes the road authorities. And 

they have to give permission. Then sometimes it happens that we’re close to the airports, so even the 

airports have to give permission…” (Valerio Di Bussolo). Also the specific thing in Italy is the difference 

between local laws around different regions of the country and IKEA has to adapt to them as well. The 

special problem is the bureaucracy that leads to the number of uncertainties in the process of new store 

opening but it is not something typical only for Italy, Di Bussolo added, the same can be found 

sometimes in France or Spain.  

Pressures for cost reductions 

One of the IKEA’s major shared values is simplicity and cost-consciousness – the principles that 

the company applies all around the world. In order to maintain cost leadership the company takes the 

following steps (mainly information was extracted from Retail presentation on IKEA and presentation of 

IKEA’s Hybrid Strategy):  

 excellent relations with its low-cost suppliers and very strict requirements for them in 

order to ensure the control of transparency of the supply chain;  

 the product range is extensive modern but not trendy and very practical for everyday use; 

 low price and good value for money (price should be 15-30% less than average, Valerio Di 

Bussolo); 

 the minimum impact on the environment (i.e. no free plastic bags), standing against the 

ubiquitous waste, usage of suitable raw materials and adherence to social responsibility 

(supporting farmers and small-scale plantations); 

  low cost logistics (i.e. flat pack that significantly cuts costs on transportation); 

 IKEA strives to keep product life cycle as long as possible; 

 Greater volumes then competitors;  

  Large retail units in suburban activities.  

Recently (2012-04-10) IKEA announced that the company decided to replace some Asian suppliers 

with Italian ones “that are able to make better quality goods at lower prices” (Lars Petersson, CEO of 

IKEA in Italy in the interview to The Economic Times). Even before Italian furniture companies were well 

performed in the list of IKEA’s global suppliers; and now the company started buying the drawers, taps 

and toys from three new Italian suppliers (The Economic Times, 2012-04-10). As for now, Italy is one of 

the most perspective markets for Italy in terms of supplying goods as the company buys in the North-

East of Italy more than in Sweden or in Germany in order to decrease costs.  

In the world of globalization consumers’ tastes are merging, and IKEA uses this information to 

produce standardized products on the global market.  IKEA’s costumer expectations of service levels are, 

by definition, fairly low what allows cost reductions as customers are ready to transfer the product 

home and build it there their selves. “IKEA's role is not only to globally integrate operations and centrally 

design products, but also to find an effective combination of low cost, standardization, technology, and 

quality” (IKEA Affordable solutions for better living, Barnes, Buck & Beard, 2008). 
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Hereby all the findings provides sufficient evidence that IKEA uses global standardization strategy 

(Hill & Jones, 2007) as the pressures for cost reductions are extremely high but pressures for local 

responsiveness are relatively small. But it couldn’t be claimed unambiguously that IKEA doesn’t adapt to 

the local conditions of the Italian market at all, so IKEA is placed in the Global Standardization segment 

though rather close to the Transnational Strategy segment: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 3.2. IKEA marketing strategy.  Figure 3.2 IKEA marketing strategy 
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3.2 Volvo Case Study 

3.2.1 Overview of the Italian Automotive market 

Automotive market of Italy is one of the 10 World’s Largest Auto markets, according to CNBC.com 

(the web-site of the global business channel) (Table 3.6) Italy is famous for its iconic car brands and cars 

are definitely a part of the Italian image. As was stated in L’Auto Sintesi statistica Report (2010) in 2010 

there were 2.1 million vehicles sold and for 2011 the estimated decline of it was -6% because of 

continuous recession process.  However, as it is seen from the table below, the drop in sales happened 

almost in all markets around Europe: 

Table 3.6 Dynamics of the amounts of car units sold in the Top10 World Car markets 

Country 2011 2010 2009 

Germany 3,173,634 2,916,260 3,807,175 

France 2,204,229 2,251,669 2,302,398 

Great Britain 1,941,253 2,030,846 1,994,999 

Italy 1,748,026 1,961,472 2,159,218 

Spain 808,059 982,015 952,772 

Belgium 572,211 547,347 476,194 

Holland 556,123 482,544 387,155 

Austria 356,145 328,563 319,403 

Sweden 304,984 289,684 213,408 

Denmark 168,707 153,858 112,454 

The major player of the market is by no means Fiat Group. Fiat models mostly belong to the 

segment of small cars and are on the top of best-selling cars in the country (as an example more than 

160,000 Fiat Punto were sold in 2010). Yet, according to CNBC.com Fiat has also suffered from the 

slowdown in the first six months of 2011; Fiat was the worst performer among Europe's top six 

automakers in terms of sales. Even though Fiat is a dominant automaker, the car market is saturated 

with the other brands, both of Italian and foreign origin. According to Italian Legacy.com (web site about 

Italian contributions to history and culture), besides Fiat the main Italian manufacturers are Alfa Romeo, 

Lancia, Maserati, Lamborghini and Ferrari. Car exports account for over 50 percent of production. From 

the overseas, Italian market is successfully penetrated by Ford, Volkswagen, Opel, Renault, Citroen and 

the luxury German trio of Audi, BMW and Mercedes. 

In order to become more specific, authors decided to give a closer look on the consumer 

preferences of the Italian consumers on buying Italian-made or foreign car. According to XVIII Rapporto 

Aci-Censis made by Automobile Club d’Italia in 2010 54.7% of Italian drivers preferred to buy foreign car 

rather than Italian-made. The main reasons of the purchase Italian and foreign car are shown in the 

Table 3.7.  

So as it seen from the study the main reasons are for the purchase of the foreign brand are good 

relationship between quality and price of the product (41.1%) and the competitive cost (31.1%). 

Important to mention that in this case drivers tend to give a higher priority to additional factors such as 

safety standards (9.0%) and environmentally friendly models (9.7%) comparing with those who choose 

Italian cars (2.0% and 1.1% respectively). Also, the design is seem to be one of the significant features 

while buying an automobile in Italy. 
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Table 3.7 Factors that lead to the purchase of the foreign and Italian car 

Italian car Foreign car 

Factor Percentage Factor Percentage 

Competitive price 29 % Competitive price 41,1 % 

Good price/quality 
ratio 

22 % Good price/quality ratio 31,1 % 

Confidence in the 
quality of Made in Italy 

19,8 % Design 28,8 % 

Design 16,8 % Low environmental 
impact 

9,7 % 

favorable payment 
terms 

14,3 % High safety standard 9 % 

Low maintenance costs 14,3 % Good  sales support 8,6% 

Good  sales support 8,6 % Favorable payment 
terms 

7,4 % 

National pride 7,1 % Good after- sale service 5,6 % 

Good after-sale service 5 % Low maintenance costs 5,4 % 

High safety standard 2 % The lack of confidence 
in the quality of Made 
in Italy 

4,6 % 

Low environmental 
impact 

1,1 %   

 

Volvo is not included in the top 10 of most popular car brands in Italy and the following chapters 

will explain the possible reasons for that. To understand the position and strategy of Volvo Cars in this 

specific market, first insight is given into the short background of Volvo Cars in general.  

3.2.2 Background of Volvo 

Volvo was unofficially created in the 1924, when Assar Gabrielsson and Gustaf Larsson shook their 

hands during the dinner on the implementing their vision of Swedish-made car. The name “Volvo” is 

dated back to 1915, when AB VOLVO was set up as a subsidiary of SKF (Svenska Kullagerfabriken) – 

Swedish ball bearing manufacturer, but was discontinued and “put on a shelf”. 

 Before, only two companies represented Sweden in the automotive industry - Scania Vabis and 

now extinct Tidaholm. Swedish market was dominated by the foreign auto producers. Back to those 

times, the car manufacturers usually bought the components for the car from the other producers; yet, 

Gabrielsson’s and Larsson’s idea was to design a car and to make the components in Volvo’s own 

factory. 

The first test vehicles were produced in 1926, and after that Volvo AB was recreated by SKF and 

received a credit of 1 mill. SEK (approx. 115,000 Euro) as a working capital (A book about Volvo); so the 

first car ÖV4 rolled out of Lund by plant in 1927.  Volvo’s first foreign company was established in 

Finland – in 1928 Volvo exported 24 cars. Export-oriented from the beginning, by the end of 1930s Volvo 

exported around 20% of the vehicles. In 1969 VOLVO AB acquired a company which previously produced 

stampings for the first cars – Svenska Stålpressings AB which is now known as Volvo Car Corporation.  

Nowadays, Volvo Cars is represented in more than 100 countries. The revenues for 2006-2010 are 

shown in the Table 3.8 (Volvo Corporate Report 2010-2011) and ten major markets for Volvo are 

represented in Table 3.9. The market share for 2010 (Volvo Cars GRI Report) is shown on the Table 3.10. 
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Table 3.8 Volvo revenues 2006-2010 (bn. Euro). 

Table 3.9 Volvo TOP car markets. 

 

 

 

 

 

Table 3.10 Volvo’s biggest market share. 

 

 

 

 

 

Tables show that Volvo considers Italy as one of the successfully penetrated markets even though 

Volvo is not among the top-selling cars on it. Apparently, the brand has a specific positioning and a 

peculiar strategy. The revenues are quite stable and in the last years there is a growth. Moreover, In 

2010 Volvo Cars appeared to be under another wave of changes - Zhejiang Geely Holding Group Co., 

Ltd., one of the fastest-growing car manufacturers in China, announced it has completed the acquisition 

of 100% of Volvo Car Corporation from Ford Motor Company. Under the new ownership, Volvo Cars will 

retain its headquarters and manufacturing presence in Sweden and Belgium; and its management will 

have the autonomy to keep on its business plan under the strategic direction of the board (Volvo Global 

Website). Nevertheless, Volvo will face a new challenge – the possible change of consumers’ perception 

of the brand. The estimation of changes in the strategy of Volvo will be carefully studied in the next 

chapter that answers other crucial questions of this Investigation. In the case of Volvo Cars the same 

method adopted from Hill and Jones to clearly determine Volvo’s strategy. 

3.2.3 Marketing strategy of Volvo Cars on the Italian market 

After an extensive analysis of Volvo’s operations and activities in the automotive market of Italy, 

it was determined that Volvo strives to the full implementation of Transnational strategy. This strategy is 

one of the most difficult tasks to achieve for any company – it implies paying a lot of attention to both 

dimensions – costs reductions and local responsiveness.  

First of all, the opportunity of the reduction of location costs should be evaluated. According to 

Nicolas Lopez Appelgren - Global Marketing Director of Volvo Cars, Volvo doesn’t produce the same cars 

in its plants in Sweden and Belgium, they complement each other. Cars to Italian market are imported 

from the following production locations – Ghent (the models V40, XC60, V60) and Torslanda (big cars as 

XC90, V70, XC70 and S80), plus there is a ‘flex’ model S60 which can be built in any of the factories 

(Figure 3.3). 

Year Revenue (bn. 
euro) 

2006 13,82 

2007 13,8 

2008 10,7 

2009 10,8 

2010 12,8 

Country Number of 
cars sold 

USA 53 952 

Sweden 52 894 

United Kingdom 37 940 

China 30 522 

Germany 25 207 

Belgium 17 969 

Italy 17 509 

Netherlands 14 306 

France 12 211 

Russia 10 650 

Country Market share 

US 18,3% 

Sweden 12,5 % 

UK 10,3 % 

Germany 7,5 % 

China 6,7 % 
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Figure 3.3 Volvo Cars plants worldwide 

Looking at the plants in Europe, Volvo Cars use a partial internal outsourcing, producing engines 

and body parts in the specific factories still owned by Volvo, yet the company prefers to stay close to the 

main headquarter in Sweden – the majority of plants located in Volvo’s motherland (Figure 3.3). It is 

possible to conclude, that since Volvo doesn’t choose the “cheapest” locations situated close to the 

market, the pressures for cost reductions are not prioritized.  

Another point towards or against cost reduction policy was mentioned by Lopez Appelgren, 

Volvo puts itself as a brand into the luxury niche among the cars on the market, especially Italian: 

“Where we are today, so these are the mass brands on the left (Figure 3.4), and we have the premium 

brands on the right. And we are somewhere in the middle. We are near premium and luxury, and the 

problem is that we don’t have a volume to compete with mass cars because they sell millions of cars with 

a lower price, so we need to decide if we go mass to sell millions of cars or we move to the quarter of 

premium. So the goal is to move to the premium quarter”.  

Volvo pays much attention to the usage of high-end materials in their cars and implements 

different expensive attributes (for instance, allergy proof interiors): “We never do plastic cheap interiors, 

only wood” (Nicolas Lopez Appelgren). To conclude, the costs of Volvo’s production are high since Volvo 

positioned itself as premium/luxury cars, which have great quality and sustainability in its products. By 

that it is possible to conclude that Volvo Car Corporation doesn’t strive for the cost reductions as its 

main target having the above of the medium pressures but still naturally interested in the possibilities of 

their reduction.  

 

Figure 3.4 Volvo Brand positioning. Adopted from the Interview with  N. Lopex Appelgren 

 

Sweden 

•Torslanda 

•Uddevalla 

•Skövde 
(engines) 

•Olofström (car 
body 
components) 

Belgium 

•Ghent 

China 

•Chongqing 
(production for 
Chinese market) 

Malaysia 

•Kuala Lumpur 
(for preferably 
Eastern market) 
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Differences in consumer tastes and preferences 

This section will clearly show the main preferences of Italian customers for the following criteria: car 

appearance, car size, type of cabin and type of fuel.  

It is broadly known, that the main trend of Italian lifestyle is fashion and design. As it was mentioned 

by the Global Marketing Director of Volvo Cars: “…Italy differs from most of our markets. It is extremely 

fashion driven. So whatever is new and ‘hot’ – we sell a lot first year.”, “Italy is all about design”. How 

the design of Volvo is perceived by the Italian consumers? After conducting a small amount of consumer 

surveys, the authors came to the conclusion that either they hate it or they love it. The answers were 

ranging from positive: “I like a lot Volvo design, in general I like Scandinavian design” to neutral: “I like 

very much the Station Wagon models, the other models (smaller) not so much” from the owners of 

Volvo in Italy. However, some of the random respondents who don’t own Volvo have shown their 

positive opinion about the sustainability and safety features but negative attitude towards design 

specifically.  

The preferences of Italians also differ depending on the automobile size. Following the car 

classification system, given above, the preferences of Italian consumers are put in the Table 3.11 and 

Table 3.12.  

So according to the UNRAE report, the most popular segment has always been B- segment which 

represents small cars, followed by lower- medium segment and mini- cars segment. In 2011 Italy was 

5th market for mini cars, with more than twice as many registrations as France. Generally speaking mini 

cars are more popular in southern Europe, except for Spain and Portugal that have below average 

shares of their markets controlled by minis. The use of mini cars in Scandinavia is almost non-existent. 

Table 3.11 Volvo sales shares per car segment in Italy 2008-2011 

Segments Models 2011 (%) 2010 (%) 2009 (%) 2008 (%) 

A -mini Ford Ka, Fiat 500 17,39 20,22 22,96 20,64 

B - small Volkswagen Polo, 
Ford Fiesta 

39,12 41,33 40,64 37,27 

C - lower-medium Volkswagen Golf, 
Opel Astra 

26,19 23,32 21,94 24,83 

D - upper - medium Volvo S60, Audi A4 14,23 12,42 11,97 14,00 

E - executive Volvo S80, Audi A6 2,80 2,40 2,20 3,16 

F - luxurious Audi A8 0,27 0,30 0,29 0,39 

Total  100 100 100 100 
 

Table 3.12 Volvo sales shares per type of cabin in Italy 2009-2011 

Segments 2011 (%) 2010 (%) 2009 (%) 

Sedan 59,47 63,85 66,24 

Jeep 9,03 8,15 7,48 

Station wagon 8,60 7,81 8,13 

Crossover 6,99 4,09 2,34 

Compact MPV 4,89 5,00 4,73 

Small MPV 4,88 4,72 5,51 

Coupe 2,26 2,49 2,47 

Multispazio 1,70 1,93 1,47 
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Large MPV 1,28 0,94 0,63 

Convertible/ Spider 0,89 1,02 0,99 

 

Italian consumer prefer Sedan type generally, and the trend has remained the same for the years. 

However, the next favourite type is Jeep (SUV), and then the type Station wagon. In order to analyse if 

the model range of Volvo fits into these consumer tastes and  preferences, the authors examined Volvo 

CarFleet Speciale (quarter newsletter made by Volvo Italy) for June 2011. Volvo Cars have the following 

car models available in Italy: 

C-range 

In the following model line the main two cars that are targeted at the Italian audience are C30 and 

C70 models (Coupe and Convertibles). Also, according to the the web site of car news and reviews, a 

special Volvo C30 Black Design Limited Edition was set to be made only for an Italian consumers to gain 

some more appeal to the brand. Marketing director for Volvo Cars Europe, Sven de Smet, approved this 

information: “Yes, it’s released. C30 is the smallest car starting from 18,000 Euros and was meant to 

attract younger people. What tends to happen is that Volvo people, I wouldn’t say “are old”, because 

they now would be the average age of Volvo owner, but it is still more mature brand. So particularly for 

the young people, we deliver the special edition in the black design and with some special features”. It is 

possible to conclude that the results of the abovementioned campaign were positive, according to 

UNRAE Report about Top 10 car brands in January 2012 Volvo C30 was on the 10th place in the Type of 

Cabin “Coupe”.  

S-range 

Line consists of the classic models like S40, S60, S80 (type of cabin- sedan). 

V-range 

This range contain V70, V50, V70 (type of cabin station-wagon). Station wagons are one of the most 

known models that Volvo is associated for. “It is something very specific in Italian market… In Italy we 

have a great history of practical sporty station-wagons that goes back to the Volvo 245 which was a 

long-square Volvo” (S. de Smet). Volvo positioned their station wagons not as versatile family cars but as 

practical and sporty cars, calling those “sport-wagons”: “It has to do with sportiness. Because Italians like 

lifestyle sports design. And you can put a link very clearly, yes you have high fashion but then you also 

have the sport line… In Italy almost everybody has a sport line, because sport is casual, but still very 

stylish. Because when you go to aperitivo, you don’t wear a suit which means that you have very nice 

pants, very nice shoes, very nice belt, very nice shirt two-bottoms down and the very nice jacket. But you 

don’t wear a tie, because if you wear a tie then that’s formal and you should have a suit. So it’s the sport 

part, so you wouldn’t call a car V70 or V50 the ‘station-wagon’, you would call it ‘sports-wagon’” (Sven 

de Smet) 

From the consumer’s point of view, “Station wagon” is one of the three main things that come to 

mind when mentioning Volvo brand. In particular for Ivan, an Italian student (Universita Carlo Cattaneo 

in Castellanza, Italy) it was Scandinavian style, security and station wagon. 
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XC-range 

Line mainly contains SUVs and crossovers like XC60, XC90 and XC70. SUV’s seem to be the most 

recent automotive “craze” in Italy, but, as elsewhere, they are facing criticism due to their 

environmental impact and the difficulties in driving and parking them in the often small and crowded 

Italian cities (Centro Studi Promotora Report, 2009).  

Yet, in 2011 Volvo XC60 was one among the top ten car brands in the type of Cabin “Crossover” 

(UNRAE Report, 2011), while the popularity of XC90 is still surprisingly intense. Even if the general 

preference of Italians goes to the smaller segments, big autos are just aimed at the different audience. 

As Lopez Appelgren stated: “…they (Italians) do prefer smaller cars but if you look at the segments, they 

(big cars) are not cheap. It is not Fiat Punto. If you look at the mainstream cars, they are usually smaller, 

but if you look at the luxury cars, you do seek quite bigger cars”. 

To determine whether Volvo is locally responsive to the popular type of fuel, the data from UNRAE 

annual report and interview information were used by the authors (Table 3.13). 

Table 3.13 Volvo shares per type of fuel (%) in Italy 2009-2011 

Type of fuel 2011 2010 2009 

Diesel 55,36 46,16 42,00 

Petrol 38,94 36,04 36,00 

G.p.l 3,21 14,22 15,73 

Metan 2,18 3,33 15,73 

Hybrid 0,29 0,25 0,35 

Electric 0,02 0,01 0,00 

Ethanol 0,00 0,00 0,01 

Total 100,00 100,00 100,00 

 

The table above reveals that more than a half of Italian customers strongly prefer diesel cars, the 

next popular is based on a petrol fuel, while ecofriendly cars (hybrid, elctric and ethanol fuel) are not 

prioritized. As mentioned by the Global Marketing Director of Volvo Cars, Volvo adapt their engines 

from market to market, and for Italian market diesel is very popular. Nevertheless, Volvo also strongly 

promotes ecofriendly attitude what can be supported by Nicolas Lopez Appelgren: “… we have a very 

efficient 1.6 liter engine diesel with a very low CO2 emission and basically all European cars have 

legislation linked to emission”. 

From the consumer point of view, the type of fuel has a strong impact on the choice of Volvo. In 

particular, the quotation one of Italian respondents – Ivan from LIUC University - refers to C30 model: 

“When I decided to buy my car there were just two possible choices. In fact due to the price of the car the 

alternatives were Volvo C30 and Volkswagen Golf. I decided for Volvo because at the same price there 

were more accessories, because it was a diesel car, and because of the design of the car”. 

Another important key difference in the design popped up during the interview – it was found out 

that Italians prefer the cars without roof rails on them. The reason for that is very simple – as it was 

mentioned by De Smet: “...they (Italian consumers) don’t want to show they carry the big things, 

because it’s not cool. Even if they have boxes and all stuff, they don’t want to have those roof-rails, 

because with the rail thing you’re a plummer”; “Italians do the same stuff as other people, they go on 

Saturday to IKEA, the whole car is filled, it’s exactly the same behavior but the way they live it is 
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completely different. That’s very special in Italy, everything is done with style. And Italians have the…. 

You know, there is an English saying “If you have it, flaunt it”. Which means that if you have style you 

should show style”.  As a result, Volvo has changed the way of offering the option –cars are sold without 

them but if a customer wants roof rails, he/she has to put a tick in the box while for the rest of the world 

the option is vice versa. 

While making commercials, Volvo has put an emphasis on the celebrity endorsement promoting the 

brand via the main sport stars of Italy, which are football and racing. In particular, Volvo is providing a 

sponsorship for FC Inter, which includes the whole package of media, fleet and celebrity endorsement. 

As for racing, Ivan Capelli, former Formula 1 driver is also in the range of celebrities driving Volvo. 

So, taken together, these results suggest that Volvo Cars has successfully put their cars into each 

popular segment on the Italian market except for the segment of small cars, making diminutive 

adaptations in order to increase an appeal and smartly promoting the luxury positioning of the brand 

out of the mass/mainstream auto brands. 

Differences in infrastructure and traditional practices 

The type of infrastructure of the main Italian cities has a significant impact on the choice of 

small/medium car. The streets tend to be narrow and tortous and in big cities there is a great lack of 

parking space, therefore the need for the small or mini vehicles is obvious, especially if the price is 

correspondent. Yet, the authors found another points of difference concerning Italian automotive 

market that is worth investigating. 

One of them is a phenomen of self registrations of the cars, so-called “sales” (the information was 

obtained from the interview with Sven de Smet). Since after the car is bought and registered, it instantly 

looses at least 20% of its cost, the following technique started to be used: “..What has happened in Italy 

is Fiat has found an interesting way of buying or dragging the market with market share which is not 

real… At the end of the month when the target to sell is a 100, I have sold to my dealers 80 of those cars, 

but I am missing 20, so I am registering them with a registration office. Immediately those cars 

depreciate 20% and I put them as used cars in my sale network. What happens is that you can attract 

then other people that were not willing to pay 40,000 Euros for FIAT 500, and suddenly they find one, 

used car with zero kilometers for 10,000”. Volvo has never had a practice of that, but “… if you don’t do 

that, you of course lose market share”. As a result, in Italy Volvo has adapted itself to the following 

practice. 

Another distinctive feature is that the customers of Volvo are generally divided into the fleet 

(company) customers – about 60% and private customers (40%). This means that company car market is 

very important for Volvo and as it is adopted from the interview with Sven de Smet, Volvo succeeded a 

lot in it – “…thinking about economical structure of Italy what tends to happen that if you have a small 

company, you’re on the trade, that little company is making something… So most of the sales 

representatives have a car as part of their remuneration package. There are huge numbers of them 

because you have all these small companies and that’s the key target group for Volvo in Italy. All these 

people that drive V50 or V70, the station-wagons”. 

It is also important to mention that Volvo put their commercials on the radio channels adapting 

again to the tendency of Italians towards listening to the radio. “It’s really going more down into the 

sale, for instance, when there are special offers, then you do it radio. Radio is very important in 
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Italy”(Sven de Smet). What is more, there is a special channel Volvo Italia (volvotv.it) which is brilliantly 

adapted, is in Italian and shows commercials, news, and test drives of Volvo.  

Differences in distribution channels 

According to the Global Marketing Director of Volvo Cars, Volvo has around 120 dealers in Italy and 

Volvo doesn’t own them (the only exception is dealers in Tokyo, Japan). Also, the headquarter in 

Bologna has been set, having approximately 30 employees and the majority of them are Italians. The 

authors came to the conclusions that there are no significant differences in the automotive dealership in 

Italy; the way of operating is similar to the one in the rest of Europe. 

Host government demands 

Italian cities and urban areas need fast, efficient and low-pollution transport systems. These 

demands are putting pressure on the existing transport infrastructure and are also having knock-on 

effects that include congestion, deterioration in air quality, overcrowding and potentially an overall 

poorer quality of life for city inhabitatants. The main government demand concerns the emission doses 

and Low-Emission Zones or Zona a Traffico Limitato (ZTL). All Member States within the EU observe the 

same emission standards from internal combustion engines; therefore, since Volvo has had a reputation 

of the safe and environment –friendly brand, the abovementioned restriction didn’t make any 

difference in production of the cars. The information is supported by the Volvo Interviewees: “Italy for a 

moment of course is not an issue, because it is a part of European Union and it is an old market for us”. 

After the analysis of Volvo Cars strategy according to the method adopted from Hill& Jones, the 

authors came to the conclusion that having a global framework Volvo brand tries to adapt their products 

correspondingly with tastes and preferences of the local market. 

So taken together, these findings show  that Volvo is aiming to have a profound Transnational 

strategy (Figure 3.5). According to Hill and Jones, companies that pursue a transnational strategy are 

striving to achieve quite low costs but at the same time differntiate the product across the markets. 

Even if low cost policy is not the primary success factor as it is in case of IKEA, it still matters: “… 

wherever you are, costs are always very important. The lower your cost goes the more profit you make 

at equal price, I think. Our ambition globally is to be able to charge the same premium prices as our 

German competitors are doing. And you always hope to do that by lowering your cost base, so in the end 

of the day is the wider that gap is the more profit you make. And the more profit you can put into 

research and development for new cars” (Sven de Smet). For this reason, the authors have decided to 

place Volvo’s rectangle on the graph not at the very top of the cost reduction dimension. As for the level 

of adaptation, the results show that Volvo Cars adapts its marketing strategy (no roof rails, commercials 

on the radio, Italian celebrity endorsement, Volvo Italia channel, etc.), its market approach (limited 

edition release) and even traditional practices (phenomena of self-registrations) to the market, but the 

product itself – cars – are not adapted (with an exception of engine type, which is considered by authors 

as insignificant, because it is not an adaptation to only Italian market). Therefore, Volvo’s rectangle is 

not at the maximum of pressures for local responsiveness dimension. 
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The success of the companies that adopt transnational strategy also depend on their core 

competencies that competitors cannot easily imitate. As a rule, competencies are globally known. For 

Volvo the main values are quality, design, safety and environment. The global framework is called 

“Designed around you”. Also Volvo has greatly succeeded in their “Safety car” image, which no other 

brand owns. According to the surveys made by the authors, some of respondents (Italians of different 

age and occupation) mentioned that safety was a key incentive to buy Volvo. Also they mentioned 

reliability, easy handling, elegance but the safety reason was one of the first associations about Volvo 

brand. To sum up, Volvo does own the range of absolute core competencies that are associated with 

this brand only which also fits the transnational strategy.  

3.3 Interpretations 
An integrated analysis of the theoretical background and empirical observations will be provided 

in this section; the analysis will be presented in systematic manner following the logic and structure of 

the theoretical review made in the part “Frame of reference”. The main ideas of the theories would be 

reviewed in accordance with the focus of this research. A systematic comparison would be conducted in 

two perspectives: marketing strategies of the selected companies will be compared between each other 

and both strategies will be verified for compliance with the main findings of the scholars and historians 

along with the primary data collected from the management of the companies.  

Mellahi et al. (2005) saw that the internationalization process can begin only when the home 

market becomes unprofitable and there are more opportunities on the foreign market. However the 

selected companies for this analysis have proved that the performance can be successful on the home 

market as well to start internationalization. In the world of globalization it can be narrow-minded to 

adhere to one-side view and stay on the home market, and it cannot be related to the contemporary 

reality: Volvo and IKEA have started their emancipation process long time ago (1930-ies and 1960-ies 

respectively). Yip (2002) suggested to act on the foreign market as a local company by adapting its 

product to the market, that can be a competent position for the “foreigners” like Volvo and IKEA on the 

unknown market of Italy, trying to fit in the local conditions (Vernon, 1966).  
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Figure 3.5 Volvo marketing strategy 
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Mellahi et al. (2005) divided modes to operate in the foreign market into two groups: 

international strategy and global strategy. According to this classification, IKEA completely follows the 

global strategy with the strong coordination from the Swedish centre, high level of standardization and 

global integration of the strategy. As Valerio Di Bussolo stated: “...we have to follow some rules, policies 

that are common to everyone”. However, it wasn’t that obvious in the case of Volvo as at some points 

the company is closer to the international strategy but at some points – to the global one. According to 

Nicolas Lopez Appelgren and Sven de Smet, marketing directors of Volvo, “...we absolutely have global 

strategy. China is the only market where we have a special variant – a special car; as for other markets - 

we don’t sell all models in all markets, we have limited offers in other markets as well”. Yet, global 

strategy considers absolutely standardized products, but as it was found out before - Volvo’s cars are 

adapted, and adapted much more comparing with IKEA’s furniture. Keeping the Swedish identity of the 

cars, Volvo still makes minor changes and run special campaigns in order to attract Italian consumers. 

Thus classification only by two directions can be insufficient to analyze all factors that influence the 

selection of the strategy on the global market.  

As it was mentioned before, the data on the choice of a proper strategy is still very controversial 

and ambiguous, but certain efforts have been made to provide consequential evidence for selection the 

strategy. But as the majority of studies on the standardization approach were conducted in the 60-80-

ies, it can be problematic to apply their findings in today’s reality. 

Vrontis & Thrassou (2007) are among the current researches that corroborate the view that the 

world is becoming more and more homogeneous though even they admit the certain degree of both 

concepts (standardization and adaptation) in order to maintain marketing orientation. IKEA with its 

simple and standardized goods fits into this opinion. As Valerio Di Bussolo stated: “There are so many 

products, it is depending on how you put them together and the simpler is the single product the easier it 

is to let this product align with other existing products. The point is that if the lines are very simple, there 

are no static addiction, it is very easy to match with other existing products”. One can basically recognize 

IKEA product without any problems, and everybody roughly knows what they can expect from IKEA 

(according to several unrecorded conversations made by the authors with people from different 

countries). Also such dimensions as global availability and global recognition can be added in order to 

understand the degree of standardization (product names, package size and design). IKEA is delivering 

style and providing the same design to everyone and everywhere in the world.  With a certain emphasis 

on the homogeneous strategic elements IKEA builds a strong worldwide image:  

 Price/Quality (a consumer gets a stylish furniture for affordable price everywhere); 

 Product attributes and benefits (flat-packaging, the main invention of the IKEA; adding more 

fun to the simple process of buying furniture); 

 Store image (when the consumer enters the IKEA store anywhere in the world, he/she is no 

more in his home country, he/she is in IKEA); 

 Swedish heritage (IKEA works hard to be identified as a Swedish brand with its Swedish or 

Scandinavian names, promoting safety and perfectionism);  

 Lifestyle (IKEA consumer is aware about the latest trends and has a sophisticated taste). 

In case of Volvo Cars, it cannot be stated that the corporation implements either pure 

standardization strategy or pure adaptation strategy - the models don’t have incremental changes 

country to country, also being recognized by its design and core competencies (as safety, for instance), 

but some models are not presented in Italy and marketing mix is changed to fit into Italian lifestyle.  
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The global standardized strategy is supported in the following ways: 

 Price/Quality (Luxury brand positioning and corresponding price segment); 

 Swedish identity is clearly emphasized in the global framework “Designed around you. Volvo 

creates Scandinavian luxury cars that understand people”. According to Sven de Smet, heritage and 

origin are very important: “Cars, whether we like it or not, are hugely affected by their heritage, where 

they come from, and the origin. So what comes up? Cold climate, blond girls, its practical cars and then 

you do the heritage that we have, it is station-wagons”.   

 Marketing mix: “We have guidance for the marketing team, so how do we express the brand? 

The car on the ad looks cool on the outside but very warm on the inside. This is Scandinavian design. 

From outside when it’s is quite cold here the Swedish house look very warm and inviting, so we decided 

to pick up this.” (Nicolas Lopez Appelgren) 

Findings of impressive study made by Vrontis & Thrassou (2007) provide evidence according to 

their analysis of 500 UK companies for elements that are mostly undergone to adaptation: price levels, 

discounts, distribution channels, advertising, sales promotion. But such elements as quality of the 

product, brand name, performance – are mostly standardized across different markets.  

Vrontis & Thrassou (2007) argued that the complete standardization of the marketing mix 

elements can help to sustain competitive advantage on the global arena. The closer look into the subject 

matter of the elements is needed to understand how IKEA acts toward them:  

 Product  - standardization approach; 

Several authors (Roostal, 1963; Hill, 1996; Jain, 1989; Quelch & Hoff, 1986) highlighted the 

“product” aspect important to be considered in the marketing strategy. But what is seen by the product 

in IKEA? There are more than 10,000 products in the IKEA total product range, and their variations and 

quantity can be different around the world though the core product range is the same everywhere. The 

formula of IKEA’s successful identical product can be presented as following: “Flat pack” + “self-

assembled” + “democratic design”; 

 Price – partly standardization approach; 

IKEA sets it price depending on the “strength” of each item in the local market though the general 

price policy in IKEA is in a low-cost segment. Valerio Di Bussolo said:  

“For example, in Italy it is better to have the strongest competition in the kitchen, because Italians 

use a lot of kitchen and they change the kitchen more. [...] For instance, if you compare to Austrian 

catalogue, you’ll see that Italians put more competition and more price for the kitchen. Austria puts that 

in some other parts. It also depends on the fact that in Italy competition for kitchen and also for sofas is 

high. So, we’re putting the price, squeezing them down for kitchen and sofas, and then we put higher 

price on other products.” 

 Place (distribution) – standardization approach;  

Several identical principles (Trebilkock, 2011) are applied to the process of distribution in IKEA: 

global design of the distribution centre, location (quick delivery, fast service time and reduce 

transportation costs), automation (operating highly-automated facilities). The process of distribution 

and delivery a product to the final customer is clearly worked out and is implemented identically in 

different countries, cities and stores; this determines the high standards of IKEA in the sphere of 

logistics. This marketing mix element has a significant influence on the degree of standardization in the 

whole marketing strategy of IKEA, because as it was argued by Schuh (2007) that the differences in the 

distribution channels can have a strong influence on the strategy of the company; 

 Promotion - partly standardization approach. 
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Volvo brings some differences in its marketing mix as it was stated earlier, combining adaptation 

and standardization methods: 

 Product  - standardization/adaptation; 

 Price – assumed by the authors to be similar on different markets; 

 Place (distribution) - global approach via contracts with dealers as in other markets; 

 Promotion - standardization/adaptation. 

As it was noted earlier, Volvo has guidance for the marketing team, so the cars should look the 

same from country to country to keep the same perception of the brand. 

It couldn’t be doubtlessly stated that IKEA uses standardization approach in terms of its marketing 

mix. Some authors (Elinder, 1961, Roostal, 1963 & Fatt, 1964) highlighted the need to translate the 

advertising into the local language, and they see in this process high degree of adaptation. Though in the 

modern world this translation doesn’t seem to be something that leads to further adaptation, it is just 

the basic requirements of the environment. Also Fournis (1962) encountered difficulties and 

misunderstandings that can occur in the foreign market due to language differences. The authors of this 

research as mentioned the language limitation in the “Delimitations” section as it was the serious 

obstacle in obtaining reliable data. Though the authors could not unambiguously and categorically state 

that the Italian language was or could be a complication for IKEA and Volvo during the entry to the 

Italian market. But the authors can admit the degree of complexity that can take place due to the low 

level of English in Italy, especially in the South of the country. As Katz (2007) claims some Italians may 

have an intermediate level of German or French languages, though Italians on the South don’t speak 

English and sometimes the translator can be needed.   

Further in his research Fatt (1964) mentioned that it is essential to acknowledge the homogeneity 

within the country. For example, South and North of Italy are like two different countries, and this view 

is supported by all Italians (according to personal conversations with Italians and observations made by 

the authors while studying in Italy). As Katz (2007) stated the general culture is rather homogeneous in 

Italy, though the business culture can vary significantly according to the region, and this has to be 

acknowledged by the companies which are presented both in the North and the South of Italy. “People 

in the North tend to be business-focused, serious” - asserted Katz (2007), “South of Bologna, and much 

more so south of Rome, business and negotiation styles get much more relaxed and people are often 

more personable” (p.1). But despite the rather significant difference between people in the business 

environment in the North and the South of Italy, Valerio Di Bussolo noted that the complications that 

occurred in the process of new store openings were connected not with the geographical location but 

with the specific region of the country.  

IKEA doesn’t pay attention to the differences between the country regions (Valerio Di Bussolo, 

interview) but Volvo considers it a lot: “It is different countries. Milan is a sort of German part of Italy 

because people work hard, it’s the only really big modern city, there is no other big modern city, of 

course, there is Rome, which is a big city but it’s different. Milan is very business-oriented, it is very 

focused on the results, and it’s a classical like worldwide: people live in suburbs, go to an office and then 

go back. It’s of historical reasons, because it was completely bombed in World War II, so everything you 

see besides the Duomo, it’s from after World War II. Then when you go to any other city, you end up with 

churches of 2-3 thousand years old. But Volvo is 70% over-volume is in Northern Italy. And only 30% is in 

the south and the islands. That is reflecting also the economic impact and the social demographic 
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impact. For instance, in the south there is 25% (official) unemployment rate while when you go to Milan 

there is only 7 or 8%” (Sven de Smet). 

IKEA’s marketing strategy in Italy partly follows Levitt’s (1984) opinion for necessary adaptations 

to gain success on the specific market due to local, ethic and institutional differences, while Volvo 

completely adopts this opinion. Particular qualities of the Italian government (Hout et al, 1982) that 

occasionally can prevent big companies from big investments (Lars Petersson, Interview) should be 

considered more for the future IKEA store openings. But sometimes the discrepancy and complexity of 

local and state laws can be serious obstacle for that. Larimo (2008) supported this idea by adding that 

such dimensions as consumer needs, culture and traditions, various law regulations still exist and need 

to be considered. Valerio Di Bussolo mentioned in his interview that the company, for example, expects 

different attitude from young and old customers: “… I mean, if you’re young, you don’t have money, 

there is a lot of what you buy completely from IKEA, but if you’re old and probably get richer we still have 

IKEA’s reference but of course we buy single products, not the complete room setting”. 

It’s hard to say unquestionably whether the global market is homogeneous or heterogeneous 

nowadays as too many factors influence on this decision (nature of the product, market of the product, 

target group and many others). Almost all researches have agreed that even in the standardization 

approach there is still place for adaptation, mostly considering such factors as national differences in 

tastes, habits, regulations, nationalistic feelings (Levitt, 1983) which should be very carefully analyzed in 

order to succeed.  

Jain (1989) used other classification to divide factors that determine the degree of 

standardization, some of them were considered in this analysis but some need to be considered to 

obtain the complete picture of the marketing strategy:  

 Target market; 

 Market position; 

 Nature of a product (there is a common opinion among the scholars that, for example, 

industrial goods or food are very hard to adapt products; there were no evidence that furniture is the 

kind of product that can be problematically adapted); 

 Environment; 

 Organization factors. 

Also Jain (1989) highlighted the major aspects that are considered in case of standardization: 

cultural differences (considered, but not absolutely), economic differences (partly considered) and 

differences in customer perceptions (hardly ever considered). Adaptation should be made according to 

above mentioned dimensions only if the company can benefit financially and win strong competitive 

position. In case of IKEA, all activities of the senior management are made according to low-cost policy. 

Hence if, for example, the company will make more adaptations in terms of differences in customer 

perceptions, in can lose its position in the low-cost segment. That goes on the contrary with the above 

mentioned need for adaptation among South and North of Italy. So this controversy is strong evidence, 

that there cannot be one and only direction in the marketing strategy, the appropriate degree of 

adaptation is always needed. Some factors should be considered, some, probably, ignored, as long as 

the company follows the main direction of its corporate strategy, values and mission.  

The main idea of this thesis is that culture and cultural differences are very important 

determinates of the marketing strategy. Cultural differences between Sweden and Italy were evaluated 

by the authors with the help of Cultural Dimensions theory of Hofstede (1980). The main reason for the 
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implementation of this theory on the current research is a scientific explanation of the authors’ choice 

of the specific Italian market. Hofstede (1980) showed how different factors from climate to the 

population number are able to influence personalities and therefore, the lifestyle and the pattern of 

consumption and tastes. This study is beneficial for companies who want to entry a market of the 

country that is culturally and geographically distant. The idea of cultural differences being important for 

a company’s strategy was also supported in the research made by Vrontis & Thrassou (2007). 93% of 

analyzed companies adapt in terms of culture.  But on the other hand, the leading dimension for 

standardization approach is “Global uniformity and image” which is highly valued in IKEA. The second 

position occupies “Economies of scale” being the main dimension for the standardized approach also 

used by IKEA.  

Despite of the fairly large number of differences in the strategies of the companies, the authors 

found two dimensions that are common in the both companies:  

1) Sustainability 

Both companies strive for keeping a long product life cycle and are famous for it. IKEA uses raw 

materials in the production process and have strict specific requirements for the suppliers, while Volvo 

uses high-end materials in their cars. Both companies provide annual sustainability reports and indicate 

sustainability as one of their core competencies. 

2) Environment 

Both Swedish companies support intense environmental-friendly attitude in all countries they are 

operating in. Volvo produces electric, hybrid and low-emission cars while IKEA cooperates with WWF 

(Worldwide fund) and take a range of actions beyond how the products are manufactured and have a 

policy on the resources waste - “So the way you help in reducing the usage of electric power in the house 

or sorting the waste in the kitchen or not using the water in a proper way or wasting the water – things 

like this. We have the training kit for the schools.”(Valerio Di Bussolo) 
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4 Discussions 

4.1 Theoretical contribution 
Worthiness and novelty of this thesis is in the selection and analysis of an unusual element that 

influences and defines the strategy of the company in other countries. A number of aspects that should 

be addressed while selecting a market entry strategy exists; and as it can be seen from the theoretical 

investigation, basically selection of the strategy is designated by the marketing mix elements and 

external and internal factors that influence on the performance of the company in the foreign market. 

The theoretical value of this thesis is in the analysis and subsequent application of theories on 

standardization and adaptation issue through the prism of cultural differences. Authors made  a great 

effort to find sufficient and suitable literature, based on the assumption that culture differences play an 

important role in the process of adjusting a strategy to local conditions, which is confirmed by presented 

theories.  

To scientifically support an authors’ interest in this topic, the theory of Hofstede (1980) on 

cultural dimensions was used as a foundation for the future research. The main results allowed shedding 

light on the problem of similarity and differences between Sweden and Italy, being among the most 

culturally distant countries from each other. These two countries were chosen as they occupy extreme 

positions towards each other that made an investigation valuable and motivating. The results obtained 

during the implementation of the theory have shown the significant differences between two countries 

on various aspects. The obtained data can be afterwards applied to other countries similar to Sweden 

and Italy. Contrary to expectations that similar to Italy would be countries from the South of Europe, 

theory of Hofstede (1980) indicated Germany and Switzerland being close to Italy, and more expected 

Netherlands and Finland being close to Sweden in cultural dimensions.  

Another point is related to the fact that the deep and scientific insight of standardization 

strategies was dated 30-40 years ago and this suggests that this concept is dying away. The possible 

explanation for this might be that the world is nevertheless moving to homogeneity where the primary 

needs are the same, but they are met in different ways. One can also assume that the concept of 

adapting to the local needs will become deeper and influential. 

The methods used in the current study can be applied to any companies without prioritizing the 

country origin.  

 

4.2 Limitation 
Finally, the number of limitations needs to be considered. The most important limitation lies in 

the necessity for bigger amount of interviews collected from the primary sources. Only three interviews 

were conducted for the current study what can be insufficient to present adequate comparison and 

deep understanding of the subject. Though, this deficiency has a direct connection with the access and 

language delimitations of the study. The possible solution to this problem can be taking the help of 

Italian interpreter in order to contact people needed in their native language.  

Interviews were used for this thesis as a qualitative method for obtaining primary data; however, 

conducting also surveys with a small sample can be useful in order to understand the degree of 

satisfaction of Italian consumers from the Swedish products of IKEA and Volvo. Surveys can help to 

understand how adjustments that the companies bring to their strategies are effective in the Italian 
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market. By conducting the bigger amount of interviews (with senior management of the companies in 

Sweden and Ital) and by introducing the relevant number of consumer surveys the authors could have 

increased the significance and applicability of the research.  

The current research was not specifically designed to evaluate different factors that could possibly 

influence on the selection of the strategy on the foreign market so only one factor – cultural differences 

– was examined. Yet, in order to get a complete picture, more aspects should be analyzed.   

And, finally, the authors could have arranged the confirmation call or a meeting with the 

interviewees after conducting the analysis and interpreting primary data. The respondent validation 

may have increased the accuracy of the obtained results and clarify the emerging questions afterwards.  

4.3 Future research 
This research has thrown up several issues in need of further investigation as they were not 

analyzed due to the delimitations of this thesis, and specifically time limitation.  

Keegan (2000) noticed climate differences between countries as a reason for adaptation. The 

authors assume that this might truly affect IKEA production, for example, knowing the preferences of 

Italians to spend a lot of time outside due to the favorable climatic conditions, IKEA may pay more 

attention on garden furniture and release a wide range of it only in warm climate countries.  Yet, these 

statements are not proved scientifically and are just the authors’ assumptions; further research might 

explore the significance of climate being important determinant that can influence the degree of 

adaptations made to the strategy on the foreign market.  

The climate factors were also emphasized by Hofstede findings, showing that climate highly 

affects personalities, traditions, tastes, and, therefore, a deeper research should be made in order to 

investigate an ‘inner side’ of IKEA and Volvo, the differences in their organizational structures of 

companies in Sweden and Italy, their approach to consumers and employees. The culture of Italy can 

also be studied more based on the Hofstede research, with conducting some surveys regarding 

individualism/collectivism, masculinity/femininity, uncertainty avoidance and other factors; in other 

words, a deeper psychological study can be potentially made with an aim to give a complete picture of 

Italian culture. 

Advertising and marketing mix used by each company is a very broad issue where can be applied 

adaptation or standardization tactics, though it was not a subject of the present thesis, hence this issue 

was covered very superficially.  Qulech and Hoff (1986) include marketing mix elements (product design, 

brand name, product positioning, packaging, advertising, pricing, distribution, customer service, etc.) in 

their dimensions for analysis of the company’s strategy along with several others:  

 Business functions (R&D, finance and accounting, manufacturing, procurement); 

 Products (scale economies & cultural grounding);  

 Marketing mix; 

 Countries (size of the market).  

Further work is needed to establish the importance and influence of the aforementioned factors 

on the strategy, in this case, of IKEA and Volvo in the Italian market, what can also be applied more 

broadly.  

Wind & Douglas (1986) have suggested dividing the factors that influence on the implementation 

of a strategy to external and internal factors. Internal constraints to effective standardization include 
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controversy between existing international relations. Though in this research the strategy of IKEA and 

Volvo on other markets hasn’t been analyzed, there are no sufficient reasons to make the conclusions 

on this aspect. Also Wind & Douglas (1986) raised a question about the degree of intervention in the 

local management responsibilities as an important internal constraint that can influence the 

standardized approach. Standardization approach includes such aspects as the degree of involvement 

and coordination from the centre hence difficulties can occur when the headquarters will have to 

interfere into the sphere of the business of their local managers. The relationship between Swedish 

headquarters and their local Italian teams were not considered in this research as it doesn’t correlate 

significantly with the main focus of the research. Although this aspect is crucial for the success of the 

marketing strategy and should be considered more precisely for the complete analysis, as it can 

probably require more personal conversations and interviews conducted from the management of the 

companies in Italy. By the external constraints Wind & Douglas (1986) mean the following:  

 Governmental constraints and trade restrictions; 

 In order to get a full picture of the marketing strategy that IKEA and Volvo implement in the 

Italian market and to understand how difficult it can be to open a business in Italy, restrictions for 

import furniture and cars should be carefully analyzed. It would be also interesting to assess the effects 

of IKEA’s changing Asian suppliers to the Italians, what future impact and consequences can this 

alteration bring to the company’s performance in Italy.   

 Differences in the marketing infrastructure;  

This dimension includes such aspects as approachability of promotional media, distribution 

channels, and efficiency of the communications or transportation network. These aspects were partly 

covered in this research but as these factors can vary significantly from country to country, they should 

be also considered more detailed in order to make a full advantage of them in Italy and simultaneously 

reduce the negative impact from their disadvantages. 

 Differences in availability and costs of resources;  

Such issues like availability and costs of raw materials, labor, and management, availability of 

capital, technology and manufacturing capabilities should be should be taken into consideration in order 

to make necessary and appropriate adjustments to the marketing strategy in the Italian market. 

 Differences in the nature of competition;  

IKEA and Volvo are presented in more than 30 countries all around the world and the markets are 

significantly different from each other either it is China or the United States and in the each country the 

companies should work at their marketing strategy. To understand the differences in the degree of 

standardization or adaptation of the strategy in Italy, the marketing situation in other markets should be 

analyzed. Depending on the characteristics of the competitors, certain adjustments should be made in 

the marketing strategy.  

The opinion that the competitive environment is an important determinant of the marketing 

strategy is also supported by Jain (1989). The analysis of the position that Volvo occupies in the Italian 

market was provided in this research what helped to obtain a complete image of the market and 

understand which aspects of Volvo’s activity and plans can be influenced by the competitors. Although 

the information about two main competitors of IKEA on the Italian market can be obtained from the 

interview with Valerio Di Bussolo: “There are two competitors: one is Mondo Convenienca and another 

one Mercatone Uno. But Mercatone Uno is a partly competitor because they sell a lot of other things, 

they sell a lot of appliances, they sell toys, their main business is still furniture but we overlap for about 

60% of the range. Mondo Convenienca is closer to us, it is more around furniture and less about 

compliments, and co-worker is not really a co-worker, but is a consultant”.  
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As for automotive market, the authors received some information only about brand positioning 

and shares of the main competitors, which were absolutely not enough to draw the whole competitive 

arena. The authors believe that completion of this analysis with a respect to this aspect of company’s 

operations and a deeper review of the competitive situation on the automotive and furniture markets 

will greatly benefit an investigation and add a lot of credibility to it. 

4.4 Implications for managers 
One of the main outcomes of this investigation is a possibility of its generalization and benefits for 

the management of these or similar companies. As it was mentioned before, the analysis has indicated 

the “cultural closeness” of several other European countries to Sweden and Italy. The authors impose 

that companies from these countries can also make use of this investigation, having a great example of 

how two Swedish companies being able to fit into totally different markets of Italy. Same pattern may 

be used when penetrating markets from other culturally distant to Italy countries - Finland and 

Netherlands. All of these assumptions are based on the Hofstede theory on cultural dimensions and 

formula offered by Kogut & Singh in their article “National Culture on the Choice of Entry Mode” (1988). 

The cases of IKEA and Volvo can also be very beneficial for the managers, displaying the way these 

companies have shaped up their marketing strategies to access markets and consumers in a successful 

way, keeping their identity and core competencies.  

4.5 Conclusion 
Returning to the empirical purpose of the study, it is now possible to give answers on the 

following questions stated before: 

The authors came to the conclusion that these companies are operating on the Italian market 

successfully. The strategies implemented by them were figured out and their advantages and 

disadvantages scientifically proved. Both companies have been penetrating markets of Italy for rather 

long time and influence a competitive situation significantly. Both companies faced a set of primary 

market challenges different from their domestic market, but managed to overcome these difficulties, 

properly advertising their products and gaining the loyalty of the Italian customers. 

The main advantage of Volvo’s strategy was the fact of keeping the Swedish identity and the 

strong features it implies along with a rather significant level of adaptation. Italian customers are aware 

of Scandinavian cars and the superior quality they offer, but also gladly accept some changes according 

to their lifestyle and specific culture. IKEA for Italians is something different and exotic thus is perceived 

with interest and respect. Their values and price policy are contrary to what Italians are used to as, for 

example, it is still only growing awareness about the environment or the price level is lower than the 

average. But the strong accent made on the global image and global recognition of IKEA determines the 

standardized approach of the company.  

The companies didn’t adopt some different strategies operating on Italian market but changed 

the way they present and promote their products. Volvo cars implements its Transnational strategy, 

paying attention to both cost reduction and adaptation matters, while IKEA fully benefits from Global 

Standardization strategy offering the same product in different countries and making this similarity 

famous. 

Even if some adaptations are present in the marketing strategy of IKEA in the Italian market, this 

trend cannot be universal since it depends on the type of product as well. But as Larimo (2008) claims 

that the greater the distance is between the countries – the greater is the need for the product 
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adaptation, this view can also be supported by the Hofstede approach. As it was stated before, Sweden 

and Italy are very far from each other in various aspects, so according to this study – more adaptation is 

needed according to basic physical distance that can further lead to differences in other – non-physical 

(non-tangible) dimensions.  
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Appendices  

Appendix 1. Interview questions: Volvo Cars Corporation 
1. Can you please tell about the global marketing strategy of Volvo Cars? 

2. Are there any adaptations, precisely in Italy, because of the cultural differences, differences 

in the preferences, the taste, the customs, and language? 

3. All the core values of Volvo, how does Volvo implement it in Italy? For instance, as I know 

for Italians, they don’t really care about Safety, the design is more important. 

4. Are there any pressures for cost reductions for Volvo?  Since there are a lot of competitors, 

Volvo is not on the first place compared with Fiat, for example. Maybe Volvo has some issues about 

reducing their costs. Do they compete in price or it is not the crucial aspect for Volvo?  

5. How Volvo fulfill the needs of Italians for showing off? Because Volvo goes for an 

understated luxury. 

6. When Volvo decided to expand to the Italian market?  

7. Were there any problems while expanding on the foreign/Italian market?  

8. Maybe you know the exact market share? Compared to competitors? 

9. And what is the plan? How many cars does Volvo want to sell in Italy in the future?  

10. Are there any preferences for the type of engines? Are environmental friendly cars popular 

in Italy? 

11. In other words, do Italian customers respond to the environmentally-friendly Volvo policy?  

12. Do big SUVs are sold well in Italy, famous for its preferences for smaller cars? 

13. Do they decisions are actually made here in Torslanda or you have some headquarters in 

Italy? 

14. Do the distribution centers belong to Volvo in Italy? 

15. Do the cars to Italy are imported from the plant in Ghent, Belgium? 

16. It was mentioned in the news that new C30 Black Design Limited edition is going to be 

made just for Italian market. Is it true, why? 

17. Who is a target audience of Volvo Cars? 

18. What about state/positioning of the brand? 

19. What about advertising? Main features? Is it usually corresponds to the ads in Sweden?  

20. We wanted to ask as for now Volvo belongs to Geely. Will there be any changes made in 

marketing strategy?  
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Appendix 2. Interview with Nicolas Lopez Appelgren (Global Marketing 

Director, Volvo Cars Corporation) 
March 15, 2012 

Can you please tell about the strategy of Volvo Cars, do they actually adapt some cars for the 

different market, do they change some features? 

We have a specific product in China, there we do a stretched, longer cars, because these cars are 

very popular there. In the rest of the world since we are a rather small company we sell around 15 

thousand units. If you compare to our main competitors, which are BMW, Audi and Mercedes, they all 

do more than a million. So, we absolutely have global strategy. China is the only market where we have 

a special variant – a special car; as for other markets- we don’t sell all models in all markets, we have 

limited offers in other markets as well. Otherwise, engines vary a lot, market to market; Italy, for 

example, the diesel is very popular.  

So, environmental friendly cars, they are not that popular in Italy? 

Yes, they are, we have a very efficient 1.6 liter engine diesel with a very low CO2 emission and 

basically all European cars have legislation linked to emission. So in Italy the small diesel are absolutely 

popular.  

Ok, but what about the management? Do they decisions are actually made here in Torslanda or 

you have some headquarters in Italy?  

Headquarters! We have set a company in Bologna, which had around 30 employees, and do have 

a managing director who is Italian, and here we have a new marketing director who is from Belgium – 

Sven (de Smet), but for rest it is mainly Italians, and it is quite a big company.  

And distributions centers..? 

They are not ours. I think it is around 120 dealers in Italy. Usually we don’t own dealers, we own 

them just in Tokyo, and the reason for that is it is so expensive and difficult to find a partner without 

dealerships in Tokyo, but we never own them. So globally we have 3500 dealers roughly. And it’s all 

entrepreneurs, who signed contract with us.  

Were there any problems while expanding on the foreign market? When did Volvo decide to go to 

the Italian market? 

I don’t know when we started but I do know when came big really big. Must have been early 80s. I 

think Italy is a very old market for us. Expanding is always difficult. Take Brazil, which is very “hot” 

market for a moment. Not only for us but in all aspects. All of a sudden they introduced 30% taxation on 

imported cars. So how do you deal with that? So these kinds of things just pop up. Argentina last year 

implemented a trade balance law saying that to import 4 million dollars you need to export 4 million 

dollars. And we don’t have anything to export from Argentina. So, these things pop up every day. Like in 

Russia, two years ago when we set up our own parts warehouse, the number of trucks were stopped at 

the border for weeks due to some legal stuff, so we have issues all the time. But Italy for a moment of 

course is not an issue, because it is a part of European Union and it is an old market for us.  

As we know, the cars to Italy are imported from the plant in Ghent, Belgium? 
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.. And here (Torslanda, Sweden). We don’t make the same cars here as in Ghent, they 

complement each other. So in Ghent we build new V40, XC60, V60, S60- Ghent and here, and all the big 

cars like XC90 V70, XC70 and S80 are built here. And we have one which we call a ‘flex model’ – S60 

meaning that you can build it at any of the factory. 

 As for consumer preferences, big cars, do they sell well in Italy? 

Italy differs from most of our markets. It is extremely fashion driven. So whatever is new and ‘hot’ 

– we sell a lot first year. Typically the car has a seven year life cycle, and in normal market it goes up and 

goes down slowly while Italy is.. fluctuating up so quickly and drop down. So in Italy it is very quick, if it 

doesn’t happen in the first year, it will not happen (meaning sales).I am exaggerating a little bit but this 

is what I’d say is very typical for Italy. So XC90 which is a big car was sold very well, so now we hope that 

the new V40 will success too. They do prefer smaller cars but if you look at the segments, they are not 

cheap. It is not Fiat Punto. If you look at the mainstream cars they are usually smaller but if you look at 

the luxury cars, you do seek quite bigger cars.  

It was mentioned in the news that new C30 Black Design Limited edition is going to be made just 

for Italian market. Is it true? 

Yea it might well be, I mean markets can do limited editions. Markets can do that all the time. It is 

more a marketing trick that any market can say “Lets order 300 black C30s with a special rim and a 

special interior, and call it Black edition. And there will be a very good price and that happens all the 

time and it is not necessarily that we are involved in from a headquarter part. 

So all the decisions were taken in Italy then?   

Well we have delegation of authorities so every manager has a right to say something and Italian 

top management can do the discounts of a certain limit.  

So who is a target audience of Volvo Cars? 

All of our cars are individuals. Every car has its own target group. And of course since the cars are 

expensive so maybe someone 20 years old in college cannot afford a Volvo. But C30, the target group is 

very young, it is probably high 20s or late 30s, while S series which are sedans are for much older group. 

So it differs from model to model. But again, when we build C30 it was definitely for younger people. 

All the core values of Volvo, how does Volvo implement it in Italy? For instance, as I know for 

Italians, they don’t really care about Safety, the design is more important. 

Yes, Italy is all about design. We do have a global positioning of our brand which we reworked 

during last year. The global framework is called “Designed around you”. The purpose of everything we 

do is to be designed around people. The research has shown that especially the German brands are very 

technologic. While you get in BMW you don’t understand how to control. We really want to be a 

different brand, like an iPhone- you don’t really need an instruction to use it. Our vision Is Volvo is to be 

most progressive and designed luxury brand. And our mission is “Global success driven by making life 

less complicated for people while strengthening our commitment to safety and environment”.  And 

many countries around the world today like Russia, Brazil and China –if you have money, it’s not easy. 

You need the safety to take care of you and your life is quite complicated. What we want is when you 

get into Volvo you should feel like this is the place where you can relax a bit; it shouldn’t be adding 
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something to your complicated life. Today on the global average we are perceived as number 6. So we 

have as rivals three Germans, Lexus and Volkswagen. So we want to be among top three.  

What about state/positioning of the brand? 

Where we are today, so these are the mass brands over here, and we have the premium brands 

on the right. And we are somewhere in the middle. We are near premium and luxury, and the problem 

is that we don’t have a volume to compete with mass cars because they sell millions of cars with a lower 

price, so we need to decide if we go mass to sell millions of cars or we move to the quarter of premium. 

So the goal is to move to the premium quarter. Actually in some markets we are there already – in 

Russia, for example, but in others we are not.  

So for brand awareness –TV commercials etc. and spontaneous awareness – we are good. 

Familiarity (name a model of Volvo);  

Opinion – do u like Volvo and most people say it is a good brand; it stands for safety and 

environment and who wants to hate a nice guy? So they say: ”Yes, we like you”.  

But “Would you consider buying one? – No. It’s a nice car but.“ So this is the problem we have. 

We need to add design to the brand. The car is great, you’d crash into the track and you won’t die. But 

will you buy it? – “No, boring”. 

So for all these people who think that the car is nice, we need to make sure they will buy it.  

So overall we don’t only want to be just a safe brand and a ‘good guy’, we need to add some 

emotions, fantasy. Now what we see that our main competitors are, first, Mercedes - they stand for 

Prestige and Achievement –it is 60 years old successful businessman; Audi –Technology and Innovation, 

this is what they stand for globally. BMW – Performance and a bit of Joy nowadays, and Lexus –Quality 

and Comfort. So all the brands do mapping of the words or attributes that are important for their luxury 

brands, and we look at these attributes and we see that Design, Modernity, Useful, Enjoyable to Drive 

are not taken. That’s our opportunity- to own one of those.  

Through research we hear from people, for example my preference for a premium car is based on 

a different perspective, I’d prefer a premium car with having me as a starting point and not the car and 

its technology. So not a fully-loaded BMW with lots of things but it looks cool, I want something –like 

iPhone, kind of car. So, the new brand essence is “Designed around you. Volvo creates Scandinavian 

luxury cars that understand people”, so this is our trend. The brand attributes, we are going there later, 

“Contemporary luxury experience, created around people with strength in every sense”.  

So what do we mean by that? Scandinavian –we mean a Nordic design sensibility, we know a lot 

of companies from this region that are famous for design, we have a lot of Swedish companies that are 

very fashionable. Swedish engineering and know-how in personality, we are not German and we are not 

Japanese.  Luxury is the segment we compete in, but it’s not how we say in marketing, only brands that 

are not luxury claim that they are luxury, it’s like Cadillac in the US, so it’s vulgar –you never say that you 

are luxury. Everything you do should breathe luxury; it’s a feeling we give people without superficiality 

or complication. And we see that in many markets everything is moving in this direction; In Brazil, 

Russia, China, when people get very rich very quick it gets a bit over the top. From our point of view you 

maybe show a bit too much, but we see more a move in into the European luxury, the understated 

luxury. We want to bring an understated luxury, not a vulgar one.  
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To understand people- what we learned from people while building cars, how we understand the 

society as a whole, while developing solutions. We have a Facebook campaign for example, which is 

called “You inside”, where we ask people to take photos of what is inside their cars and write about it. 

From that we can draw all our statistics saying that in Russia 30% of people have umbrella inside, it is 

just for fun but at the same time we got to know people, what they in their cars and the benefit of all 

this is making life less complicated for our customers.  

But not all the people associate Sweden with luxury; for me, for example, it is more Italy that is 

associated with luxury brands. 

Well it depends which kid of luxury we are talking about, the features of all Scandinavian 

companies are clean lines, so it’s not complicated, authentic material, and functionality –we don’t do 

anything for the sake of design, it should be functional as well. Italian is more to the ‘blink-blink’ luxury, 

look at Lamborghini. It shows that your wallet is bigger than your taste. Still, the trend is moving in the 

direction of understated luxury, the more genuine type of.. So what do we mean by brand attributes? It 

is said in one sentence, what we do. We offer a contemporary luxury experience that is created around 

people with strength in every sense. So its modern, it has a function and its robust, genuine and quality 

materials. We don’t do plastic interiors, only wood.  

So, thoughtful, thought-through 21st century luxury; elegant functional Scandinavian design, 

natural high-end materials; high-recognition service and amenities; true luxury driving dynamics and 

technology.  To be created around people- to understand more how people use their cars. Again about 

this Facebook campaign. And we see if for instance people have umbrellas in their cars, maybe we 

should put some place to put an umbrella in? Electrification and environment friendliness, we just 

launch first in the world plug-in diesel V60. And we also emphasize on ergonomics and comfort driving. 

We are known in the industry for having very comfortable seats. As for ‘strength in every sense” we 

mean durability, capability to do what you need and of course superior safety. In the other campaign 

running in US in 60s called “Drive it like you hate it” meaning you can drive Volvo wherever you want. 

We have an average life for our cars of over 20 years, so the cars are extremely durable and good 

quality. So if you buy a car that lasts long the value is higher than if you buy something else that will 

break after a year.  

Versatility. We have a very responsible seat configuration , so you can seat at any way you want; 

Also the car is very capable, some SUVs they only look like SUVs but if you drive them off road..  But 

ours, if they look like SUVs, it is genuine again, it acts like SUVs. It’s a proper product which is very 

important. And of course, industry leading safety. And actually, we would probably stop talking about it 

for ten years and people would still say – “It’s a safety brand”. So we have overcooked it a little bit. So 

what we try to do here is that we add things that are much more interesting and appealing to the 

customers.  

Then we have to prove everything we say, so we have a number of things that we already have 

done for years, active safety systems –we have more than I could list, having a lot of modern safety 

systems, as I said we also have the best seats I the industry, extremely efficient power trains, allergy 

proof interiors, because we see that all over the world the allergies are booming, and we have interiors 

that are totally allergy proof.  

And if you look on our product strategy, when we build a new car it pushes the brand up the 

market, so we need to consider when we build a new car is created around people, it strengthens a 

human image and claiming leadership. Strength in every sense pushes the brand towards stronger XC 
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which are our SUVs and cross-country profile. So we believe that we should probably have more of 

those, because those are really building our brand. 

Really? 

I mean the XC90, we still have increased sales of ten years, it should have been dead three years 

ago… 

Core customer – time driven affluent people seeking cultivation and uncomplication.  It’s more 

the classy well-educated person who understands the build quality and material choice. All of this is 

global, of course it changes a bit according to the market but still global. 

What about advertising? Main features? 

We have guidance for the marketing team, so how do we express the brand? The car on the ad 

looks cool on the outside but very warm on the inside. This is Scandinavian design. From outside when 

it’s is quite cold here the Swedish house look very warm and inviting, so we decided to pick up this. 

Especially Germans, they have silver cars with black windows, but us, cool but not cold, warm inside –

that’s how we want to shoot cars. When we do interior shots, we want to have a sign of humanity, you 

don’t show the car taken straight from the factory, empty, it should be obvious that there is a person 

who wants this car. Some attributes that show that this is a real car.  So these are our guidelines for 

advertising agencies. And also in ads we want real people, not models. 

Copy and messaging should be straight to the point, so nothing extra. We also always use “yours”, 

we never say ‘The new V40” we say “Your new V40”, so immediately you get an engagement. Like ‘Your 

Volvo XC70. The pulling power”. That means that many low emission cars they lose its pulling power.  

So this was the global strategy of the brand, its same everywhere with small adaptation, for 

example Safety for China is very important, so we want to boost it there, while for Europe we want to 

take safety down. This is a brand framework. So for Italy- probably a lot of design.  
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Appendix 3. Interview with Sven de Smet (Marketing Director for Europe, 

Volvo Cars Corporation) 
March 15, 2012 

The main focus of our thesis is strategy of Volvo in Italy and that’s we would like to ask you about.  

But I have a question first for you. Why Italy?  

First, it’s our mainly personal interest in Italy, because we were there on exchange last semester 

and it’s really interesting to see how different Sweden is from Italy and it’s really interesting to 

understand why Swedish companies go to Italy , how do they cope with that, how do they adapt to 

totally different country.  

So you went on Erasmus down to Italy?  

Yes. 

Where did you go to?  

Castellanza, LUIC University. We spent there 4 months, and after that we decided to analyze this 

market.  

Did you have a good time?  

Yeah, we definitely did. After some courses we take there in marketing we were deeply interested 

in it, so we decided to choose it as a thesis topic. So the first question we already asked Niklas about the 

global strategy of Volvo in different countries, and he said it’s global. But we want to know if there any 

adaptations, precisely in Italy, because the culture is so different, the preferences, the taste, the customs, 

language. Is there anything?  

Yes and no. In a sense that the global strategy is global strategy. Seriously enough that needs to 

be also implemented in any country. I mean if we say ‘we are around you’, ‘we are Volvo’, I will start 

with very simple things. If you ask any Italian who is in our target group and ask them “Volvo” what do 

they say? They will say a couple of things based on history, but also based on origin. Because cars, 

whether we like it or not, are hugely affected by their heritage, where they come from, the origin. So 

‘the American car’ and you immediately have things to say about it, a ‘French car’… I am not talking 

about brand; I am just talking about heritage. The ‘German car’ has other things, and the ‘Swedish car’ 

has other things.  So what comes up? Cold climate, it is blond girls, its practical cars and then you do the 

heritage that we have, it is station-wagons.  

Yes, that’s true. That’s actually what I’d like to mention as well – station-wagons everywhere.  

Yeah, and we’ll come back to that later, because it is something very specific in Italian market. So 

origin is very important and Volvo is a very highly esteemed brand, but it offers like most of the rest of 

the world, luxury that is inner-directed, not outer-directed. Having a Volvo you qualify into a certain 

social demographic, but you’re not like a BMW. Why not? Because there is not a lot of showing off, it is 

internal reward, that doesn’t mean that people will think that you’re looser or anything like that. But, 

for instance, I am working 17 years with Volvo, I started in the research, brand management, I was in 

Italy, I did global communications, and now I am responsible for the European region. What always is 
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surprising is that even without doing lots of marketing there are a couple of people that are 

automatically attracted to our brand. Those are lawyers, doctors, judges, self-employed people.  

Is it world-wide?  

Sven: Yes, it’s absolutely world-wide. Entrepreneurs, in certain sectors, not people that need to 

show off. Let me put it like that. If you’re accountant, and the company’s accountant arrives in a 7-series 

BMW, you’re paying him too much.  If he arrives in a Volvo S80, it is a well-esteemed man who is 

hardworking, while the price might be the same. It is another projected image. That’s what I like about 

cars. I have a background in psychology and what is fascinating about cars is that cars are like clothes, 

you step into it and you become something which you’re not or you’re only partly when you’re 

completely naked. It is exactly the same as with clothes or shoes. So you have that in Italy as well. But in 

Italy we have a great history of practical sporty station-wagons, that goes back to the Volvo 245 which 

was a long-square Volvo. And in Italy what is very clear is that when you want to talk about Italy – you 

have lived close to Milan. Milan is not Italy.  

Yes, that’s true. Italians think the same.  

Yes. Milan is a sort of German part of Italy because people work hard, it’s the only really big 

modern city, there is no other big modern city, of course, there is Rome, which is a big city but it’s 

different. It’s very business-oriented, it’s much focused on the results, and it’s a classical like world-

wide: people live in suburbs, go to an office and then go back. It’s of historical reasons, because it was 

completely bombed in the WWII, so everything you see besides the Duomo, it’s from after the WWII. 

Then when you go to any other city, you end up with churches of 2-3 thousand years old. And that’s why 

Milan is a little bit different. But Volvo is 70% over-volume is in Northern Italy. And only 30% is in the 

south and the islands. That is reflecting also the economic impact and the social demographic impact. 

For instance, in the south there is 25% (official) unemployment rate while when you go to Milan there is 

only 7 or 8.  

It is like different countries.  

It is different countries. Did you have a chance to travel there?  

Yes, we travelled to Florence, Milan, a lot of cities. And when we said to Italians that we were in 

Italy in Sicily, they were like ‘it’s not Italy’.  

Well, yes, it’s one of the reasons why I like Italy a lot because it’s like your grandma’s blanket on 

the bed that was made of different pieces. What’s what Italy is like. It’s one big peace but it’s made of 

the separate small ones. The great thing of it is that yes, there’re a lot of station-wagons, but there is 

one key difference is that Italians do not want to have roof-rails. They don’t want to show they carry the 

big things. Because it’s not cool. It is Italian. Even if they have boxes and all stuff, they don’t want to 

have those roof-rails, because with the rail thing you’re a plummer.  

Ok, so when Volvo designs cars for Italy, do they remove them?  

Yes. There is actually an option that we keep, that you can order it without roof-rails. So in the 

rest of the world, your car comes standard with roof-rails, and if you really-really don’t want them, you 

click a box. In Italy, it comes without them, and if you really-really want them you have to click a box. 

And it has to do with sportiness. Because Italians like lifestyle sports design. And you can put a link very 

clearly, yes you have high fashion but then you also have the sport line. And it’s very hard for French 
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companies to have Louis Vuitton, and it’s really hard to think what Louis Vuitton sport will be. But in 

Italy almost everybody has a sport line, because sport is casual, but still very stylish. Because when you 

go to aperetivo, you don’t wear a suit which means that you have very nice pants, very nice shoes, very 

nice belt, very nice shirt two-bottoms down and the very nice jacket. But you don’t wear a tie, cose if 

you wear a tie then that’s formal and you should have a suit. So it’s the sport part, so you wouldn’t call a 

car V70 or V50 the ‘station-wagon’, you would call it ‘sports-wagon’. Italians do the same stuff as other 

people, they go on Saturday to IKEA, the whole car is filled, it’s exactly the same behavior but the way 

they live it is completely different. That’s very special in Italy, everything is done with style. And Italians 

have the…. You know, there is an English saying “If you have it, flaunt it”. Which means that if you have 

style you should show style. I mean, in your country, if you’re rich you absolutely have to show that 

you’re rich. If you don’t show you’re rich nobody would know it. In Italy that’s true but then there is 

another affect – if you don’t have it, you can still pretend you have it. And that’s where the style comes 

from, that’s why people are dressing up stylish from H&M, to all the way down. But you don’t really see 

the difference, because Italians are stylish, and it doesn’t matter where these shoes are from – from 

normal brand and not from super-expensive. So the style for them has to do with texture, with all of 

combinations, from where it comes from, it doesn’t have to do only with labels. The best example to 

that and very close to what Volvo actually means is that. Cose if you compare Dolce & Gabbana with 

Armani. Dolce & Gabbana is definitely southern Italy, it’s very Napolitano; while Armani is very 

Milanese, and it’s very under-stated, a lot of black, it’s very cool, it’s not so much little thingies around 

it, it’s very well-done.  

So Volvo can be compared with Armani in this case. It is luxury, very stylish but simple.  

Yes. The key economic reason is that the Italian economy only have the couple of big companies, 

Fiat or Barilla, you know, big companies. But roughly 70-80% of its economy is made by small and 

medium-sized companies. When you go to the north of Italy, let’s say you go from Milan to Venice, you 

basically pass 50% of the economy – you see one company, then you see another company. They are all 

in small industrial areas and they are all very small, they maybe have 20 to 50 employees but they are 

the best in doing this, they are very specialized. Now the owners of those small and medium-sized 

companies are very powerful source of the economy and they are the one that often buy premium cars 

as well. They are important target group for Volvo.  

OK, now we see that they are adapted.  

Yes. I mean adapted because that’s the way it is, that’s how people are reacting to your brand.  

Are there any pressures for cost reductions for Volvo?  Since there are a lot of competitors, Volvo is 

not on the first place compared with Fiat, for example. Maybe Volvo has some issues about reducing 

their costs. Do they compete in price or it is not the crucial aspect for Volvo?  

I think wherever you are, costs are always very important. The lower your cost goes the more 

profit you make at equal price, I think. Our ambition globally is to be able to charge the same premium 

prices as our German competitors are doing. And you always hope to do that by lowering your cost 

base, so in the end of the day is the wider that gap is the more profit you make. And the more profit you 

can put into research and development for new cars. The situation of the Italian market is that the three 

Germans are able to charge the certain price; we are roughly between 5 to 10 percent below them. But 

together as four brands we are the top in the premium sector. Then you have the couple of brands that 

are half fish, half flesh. Meaning that they represent more than a mass market brand but they don’t 

charge the premium price. One of them is Alfa Romeo; the other one is Lanca and the third one is 
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Volkswagen. Volkswagen you find in the whole of Europe as a main […] premium brand if you compare it 

to the other competitors like, for instance, Opel you pay a premium for a Volkswagen. But if you put 

Volkswagen next to a Volvo, people would say that Volvo is more premium. Of course any car market 

where you are active will always be dominated when you have local brands. The French market is 

dominated by Renault, Citroen […]. Sweden is dominated by Volvo, even in Jonkoping. It’s also our home 

market. Germany has a great industry developed around the competition of the four Germans between 

premium plus Volkswagen. Of course there are lots of smaller companies that are walking around, that 

are why the industry is so strong, they are able to maintain so many brands. And the unfortunate thing 

about SAAB going bast. You know, when you lose another partner then of course there are might be 

other companies that trying to be involved. So Fiat is the dominant player, the others are good in small 

cars. In Italy it is called the phenomenon of self-registrations. Let’s say your car costs 50.000 Euros. We 

all know that if you buy a car, it’s one of the quickest investment you do, because when you buy it, I give 

it to you, you drive out of dealership, it has lost 20% of its value. Any brands by the way, except maybe 

Ferrari, then it might gain value because it is so exceptional. Then there is a push of making volumes 

every month. What has happened in Italy Fiat has found an interesting way of buying or dragging the 

market with market share which is not real and in the end of the month when you see myself target is a 

100, I have sold to my dealers 80 of those cars, I am missing 20, I am going to register those cars so I am 

going to pretend as manufacturer that I am a costumer, so I am registering them with a registration 

office. Immediately those cars depreciate 20% and I put them as used cars in my sale network. What 

happens is that you can attract then other people that were not willing to pay 40,000 Euros for FIAT 500, 

and suddenly they find one, used car with zero kilometers for 10,000. The first time you go like that – 

“That’s weird”. But the second time you think “I will be stupid to buy a car for 40,000 Euros when I wait 

and they can’t sell so they will register that themselves in the official table that is sold because it is used 

car”. I come to the dealer and say “is that a zero-kilometers? Ok, it may be white, but I wanted black, 

but for 4,000 Euros in my pocket I’d do that”. That’s something that we don’t do but if you don’t do that, 

you of course lose market share. But we have to do that in Italy, because if you have a Volvo dealership 

and BMW dealership and you pay for BMW 10% more than for Volvo, then in the end of the month 

BMW is registering its cars and suddenly you can get them at price parity. So you will be like “Ok, hey, if I 

only have this amount of money then I’d rather buy BMW. It is something that every industry has this 

type of things.  

Ok, that’s interesting. But can we return to the target audience. So you say that Volvo is trying to 

cover youth and doctors, so a lot people.  

Yes. It is about 60% fleet and 40% private customers. What does that mean is that if you buy with 

your own money a car – then you’re a private customer. If you work in a company and your employer 

says that instead of giving you a rise I am giving you a car – great! But here is the list from which you can 

choose. You’re an assistant so you can choose Fiat Panda, you’re a manager so you can choose 

Volkswagen Golf, or you’re the owner of the store so you can choose this. So what tends to happen is 

that you have a list. So you need to get on the list. And then you don’t pay for that car as an employer, 

you don’t pay for that car completely, you lease it through another company for three years for a fixed 

monthly fee and then the car goes back to the leasing company. That’s a very important market. Of 

course it has to do with a price of the car. Plus again thinking about economical structure of Italy what 

tends to happen that if you have a small company, you’re on the trade, that little company is making 

something. Let’s say they are the best in the world in water pumps. Then they have people that are 

making a water pumps and people selling the water pumps. And then you have these sales 

representatives that travel to sell these water pumps. The instrument by nature for them to do this job 
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is a car. So most of the sales representatives have a car as part of their remuneration package. What 

tends to happen is that you get a base salary, you get a car and the more you self the more your salary 

goes up. There are huge numbers of them because you have all these small companies and that’s the 

key target group for Volvo in Italy. All these people that drive V50 or V70, the station-wagons without 

the roof-rails.  

So that’s interesting for us is that Italians are always very stylish, they want to be posh and so on. 

But in the same time Volvo’s attitude is different, they are classic cars, you have to shout about being 

rich. How do they fulfill the needs of Italians for showing off? But Volvo doesn’t want to show off.  

Well, even in Italy, not everybody is the stereotype. You can also see it coming back in the 

territory of distribution. So we’re stronger in small to medium sized cities than we are in the big 

metropolis. So we sell more in the smaller cities like Padova, Verona, than we do in Milan. Why? 

Because in Milan more people stuck together, the need to show off is bigger, than when you’re in the 

small city where most of people anyway drive with the Fiat Panda. So that’s often comes back as one of 

the key definitions. I think there is definitely the market for Volvo in Italy because not everybody is 

about showing off. And what tends to happen is that now is crisis, very strong crack down on tax 

evasion, because Italians are world champions in tax evasion. If you don’t evade taxes then it’s 

something wrong. What has happened is that government said “ok let’s do something symbolic, let’s do 

tax control of all people that drive in the luxury cars”. So over the Christmas period they went to […] 

which is a very chiс ski resort North-West of Venice where all rich Italians have winter houses or go and 

ski. What is different between skiing in Italy and skiing in France? Is that skiing in Italy is more about life 

style; it’s not about the actual skiing.  

Yes, they actually don’t spend much time skiing… 

Exactly! While in France it’s about the sport, about going up and going down, it’s active. And then 

in Italy in the morning you see somebody in a bar having the cup of cappuccino and then going skiing, 

and then at 4 o’clock they are back there, having the aperetivo and at night they go out eat with a 

family. It’s a life style. Sure, they like skiing but it’s not that important. And then very important after 

aperetivo, you go for a walk, you meet people. It’s another way of showing off, right? Then with a latest 

gear on … So the financial police has stopped all luxury cars, big Range Rovers and asked for a fiscal 

social code. Not the driver license or the insurance. And they went to check what these people has 

claimed in 2011 as their tax income. And if there was too big difference between somebody saying “I 

only made 3,000 Euros because I deducted all these taxes and they have a Porsche 911” then something 

is wrong here. Then you can do a good investigation.  

Ok, but if we go back to history. When Volvo decided to expand to the Italian market?  

We started in the early 80-ies. We had a private importer before and then we started the national 

sales company in the 80-ies. And we always have been very innovative so we were one of the first 

companies of commercial TV doing advertising. Italy versus the other European countries has been 

slowly developing to become more civilized. So the first commercial TV where advertising was allowed 

only came on the second half of the eighties. And of course, who started the first commercial TV station 

with advertising? Berlusconi. Because that’s where his empire comes from. That’s who he later got into 

politics. He started with media, and then he bought television station, and in beginning he was selling 

advertising himself, so he also been in the eighties, been to Volvo to sale advertising.  

And were there any problems while expanding? Governmental demands, some restrictions?  
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Well, the Italian market was changing the several times between petrol and diesel. And in the 

certain moments in time we have been either very strong with petrol or with diesels. So we were very 

strong with petrol and in the eighties we sold a lot of turbo-charged 240-ies, station-wagons (sport-

wagons), which was a really cool car for the trendy people. Because it showed that you were making it 

in life, but you were still a family man which is very important in Italy as well, because in Italy they have 

a tribal society.  

Maybe you know the exact market share? Compared to competitors?  

Now were about 1,06% of the market in Italy. Now with the crisis we’re about 17,000-18,000 cars, 

which is roughly 1/3 of BMW and Audi. Audi for the moment is the leader, in the last 6 years Audi has 

come from our level of sales 20,000 to 60,000 beating BMW. So the big winner for the last 10 years is 

Audi. BMW is hanging in there, the bigger looser is Mercedes. And Volvo has been growing from 10-12 

thousands to 18-20 thousands cars.  

And what is the plan? How many cars does Volvo want to sell in Italy?  

In the future we’d like to stay around 20,000 cars. Why? Because the number of your cars is very 

important as the indicator of the financial health of your retail system. So we have roughly 60 dealers 

with total of 100 outlets. So those 60 entrepreneurs need to make money, so if you go below this 

volume, they don’t invest in your business any more, and they don’t make money. If you selling too 

much, then they can’t handle it. So if you want to grow, you need to have more dealers of course or you 

need to invest more in fleet where the revenge that you have to give is much more competitive.  

We would also like to ask about the main marketing tools in Italy? Because we heard (we are not 

sure about this information) that there was new Volvo limited edition C30 black design. Was it released 

or was it just plans?  

Yes, it’s released. C30 is the smallest car starting from 18,000 Euros and was meant to attract 

younger people. What tends to happen is that Volvo people, I wouldn’t say “are old”, because they now 

would be the average age of Volvo owner, but it is still more mature brand. And that’s very easy to find 

out if you play fantasy game for yourself and you come to a party and you meet Mr. BMW, Mr. 

Mercedes, Mr. Audi and Mr. Volvo. You can immediately see what they wear and how old they are. 

There are different psychological ages of these brands, and Volvo is not a 22-years old sales man that 

wants to show you how successful he is. Neither is he your granddad. So we’re talking about 47 age 

average, mainly male, yearly income of higher then 60,000 Euros, and University Degree. So we’re 

talking about the higher income bracket, not the super-rich, but the higher income bracket, university 

educated people. It is the highest of the entire brands university rate. It is also fits into a more … 

‘intellectual’ is a wrong word, because it sounds snobby, but it’s more studied, it’s more reflective 

personality. Now, the C30 was meant to attract young people. What tends to happen when you bring up 

a small car is that most families are buying it as their second car. There is nothing wrong with that 

because as long as you sell cars, it’s quite OK. But if you only have that target group… Because the older 

you get in life, the more you down-sized in car size. So particularly for the young people, they delivered 

the special edition in the black design and with some special features. So it attracts young people.  

Yes, it does!! We also know that they use celebrity endorsement in Volvo, like with Inter.  

Sven: Ok.. you have to check out the volvotv.it web-site.  It’s a web TV where Volvo made content 

of everything they do, so for instance it’s the lifestyle of Volvo. So Zukero is driving Volvo… Another 
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endorsement is Ivan Capeli used to be in Formula 1, he has a Volvo… So there are a lot of endorsement… 

Inter is a sponsorship which is both media, fleet and celebrity endorsement. When I was in Italy we 

decided on this whole package. So when Inter plays at home all the lead-walls around are Volvo 

advertising. The players are driving Volvos, it is their company car, of course it is people who has 6 cars 

or so…  

As for advertising, is it usually the same as in Sweden? So nothing special for Italian market?  

No. Only radio is made locally, but radio in more tactical means. It’s really going more down into 

the sale, for instance, when there are special offers, then you do it radio. Radio is very important in Italy, 

music and talking, a lot’s of talking, talking, talking.  

We wanted to ask as for now Volvo belongs to Greely. Will there be any changes made in 

marketing strategy?  

Nothing, absolutely nothing. In the daily practice we have become more ourselves than we were 

owned by Ford. Well, the Chinese market is very special of course... But there are no reasons to change. 

But these people can make a high class products and they can make very cheap products.  

And one of the last question about hybrid and electric cars. What about Italy? Do they like it? Do 

they respond to environmentally-friendly Volvo policy?  

I would say that Italians from innovation point of view are very interested in how technology can 

help the big challenges. But on the other hand Italians are not very sensible. So you can walk in the city 

and think like “why is it such a mess here?” Italians themselves are very critical towards themselves but 

in the same time when they smoke and throw cigarette butt on the floor. But that’s the problem with 

Italians, they were born in one of the most beautiful countries in the world and they don’t realize it, 

they just get used to that. So, it would be better, if they would be more environmentally conscious. They 

are very monetary conscious, so as soon as gasoline goes above the certain price they all want to buy 

cars on gas, because it’s a lot cheaper. Although I have to say that a lot has changed in the last couple of 

years, also during the crisis people are more aware; they are more interested in all of these things. But 

coming back to our main target group, we will bring V60 hybrid to the conference of architectures and 

engineers in Venice in May, and these people are our target group, they are hugely interested in 

hybrids. Because if you dive a hybrid that means that you’re innovative person, and that means that 

you’re modern person, and that means that you’re not part of the “old-guy syndrome” that is a problem 

in Italy. Because people work until they are 75, and it’s very hard for young people to make a carrier, not 

because they are not confident, but because there still is an old guy who sits there, there are no 

positions. So showing that you’re young, modern and global. There is one funnier thing. People with 

money, they go on holiday to Formentera, this is the island next to Ibiza, or to Miami, or to Seychelles, 

because they want to show that they are global.   
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Appendix 4. Interview questions: IKEA 
1. How does IKEA adapt to the Italian market? Are there any special products that IKEA makes only 

for Italian market? Is there any special strategy on the Italian market? 

2. Are there any products that Italians prefer more than others in IKEA? 

3. Which is IKEA target audience in Italy? Typical IKEA consumer.  

4. Is it hard to keep uniqueness of IKEA in Italian market? How does IKEA fulfill Italians need to 

“show off”? 

5. Is there any economical and political demands imposed by the Italian government that influence 

on the IKEA (protectionism policy in Italy), trade barriers and complex regulations.  

6. What are the future plans of IKEA in Italy? Opening stores or keeping the existed? Is the 

performance of existing store positive?  

7. Competitors’ environment (is there any other international retailing companies in Italy in 

furniture sector?) Who are the main competitors? 

8. Are there any special pressures for cost reductions in Italy or it is mainly due to IKEA’s policy? 

9. Where decisions are made – centralized or decentralized control?  

10. What is the impact from the recent financial crisis?  

11. How does IKEA imply its environmentally friendly policy in Italy?  

12. Is there any adaptation in terms of advertisement?  
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Appendix 5. Interview with Valerio Di Bussolo (Corporate PR Manager, 

IKEA)  
March 22, 2012 

We would like to ask some questions about IKEA on Italian market. How does it adapt? And also 

some questions about its strategy and performance on the Italian market.  

What do you mean by adaptation?  

For example, if there any special products that IKEA makes only for Italian market? Is there any 

special strategy that IKEA uses in Italian market?  

No, the products are the same everywhere. This is not just for Italy. The way they are arranges is 

the same everywhere in the world. And in each country – some products are mandatory, and some 

other you can choose the quantities, you can have some adaptation in the quantities and in versions – 

colors or patterns, the things like this. But in order to insure the low price …. So the products are the 

same everywhere. Adaptation for the market is mainly due to the stores – the way we […] the product. 

It is around 10 000 products …… The store in Milan shows different room setting compared to the store 

in Rome, because the life is different.  

And can you give some exact examples of patterns or room organizations. How it could be 

different?  

Rome is much warmer, from the point of the style it is more colorful, and it’s fuller. The house in 

Milan is more minimalistic, there are white or brown colors, and they lack space on size. The size is 

totally different. The house in Milan is really different from the house in Rome. House in Rome is much 

more baroque.  If you look inside the Italian market you will have to mix up the products in different 

ways between North and South, or between big metropolitan areas and province towns, it changes a lot 

also in square meter. Because in the downtown in the big metropolitan like Milan, Rome, Naples or 

Turin the square meter disposal for the customer is lesser: 75 square meter. If you go outside in the 

province it’s up to 100 square meters. It’s totally different in the usage of the space. Because in the big 

metropolitan areas you have to use the space until the last centimeter, because if the cost there is less 

space  and also the house costs more, so the people cannot afford.  

Are there any special products that Italians prefer more in IKEA? 

No… they are buying on the average. I don’t know… They use a lot everything related to cooking 

and kitchen. From this point of view all this is connected to life in the kitchen that is not just cooking. For 

instance, Italians they stay in the kitchen even looking TV, so a lot of Italians they don’t go to the living 

room even if they have television there. So all that is connected to kitchen in general for us is very 

important.  

Yes, actually we have found some information where it was proved that Italians buy more of that 

connected with kitchen.  Ok, and what can you tell us about target audience? Which is the typical IKEA 

consumer here?  

The typical IKEA consumer… I think it is likely older than the average in Europe, since in Italy 

people leave their family later, they live their life with parents till 30-35 years, it also related to the cost 

of the life, cost of the house. Compared to the North of Europe where people go away more or less 

during university and they don’t come back. In Italy they go out to the University if the university is not 
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in the same town but then they come back and still go on living until they get married. In Italy the 

marriage is letter then in the rest of Europe. So our average customer he is more on 35-40 years old, 

there is a good percentage of men, it is more or less 50/50, and he is quite well-cultured. There is a good 

percentage of credit card holders, that in Italy is not widely used, so there are not a lot of people who 

are ready to pay with a bank…  

Ok, and another question is that there is stereotype that Italians are obsessed with style and 

IKEA’s policy is to make more “clear” furniture, how does IKEA fulfill Italians’ need for “showing off” for 

example? IKEA’s furniture is very simple, very plain without any additional details.  

There are so many products, it is depending on how you put them together and the simpler is the 

single product the easier it is to let this product align with other existing products. The point is that if the 

lines are very simple, there is no static addiction, it is very easy to match with other existing products. 

And this is OK for the Italians. When there is product that is too refined, too articulated, too detailed, 

too baroque, that is the product that is much more difficult to cope and match with some others. The 

Italians are quite OK with IKEA products… I mean, if you’re young, you don’t have money, there is a lot 

of what you buy completely from IKEA, but if you’re old and probably get richer we still have IKEA’s 

reference but of course we buy single products, not the complete room setting.  

I heard that it’s really hard to open the store here, in Italy, that case with Pisa this year… And in 

which terms is it hard, is there any governmental constraints … 

It’s hard but it’s not just Italy… even in France, we tried to open in Nice during 10 years and they 

still haven’t got it. The point is that sometimes you have problems in bureaucracy, there are so many 

people involved…  And some of them have to give permission and sometimes other institution … usually 

we’re involved in creating traffic jams, so it also includes the road authorities. And they have to give the 

permission. Then sometimes it happens that we’re close to airports, so even the airport have to give the 

permission. So it depends on the location. In some locations there are problems because, for instance, 

the land that we want is supposed to be agricultural and so they have to turn it to trade land, to 

commerce. I think we’re quite in the average for the South of Europe.  Because I know that France has 

the same problem and Spain… In Spain, during a long time they tried to open in Valencia but even in 

Valencia they are not able. So 6-7 years is the average in Italy. So the point is not the length, not how 

long it is…  For example, if I ask for the license to operate from commercial point of view, I would like to 

know how long I will have to wait. The point is not the length, the point to know the length. For 6 years I 

organize things in one way, for 3 years I do it in other way. The point is that when you know when you 

present the application in order to get the license but you don’t know when you will get the license. This 

is the real problem. The question mark is not the length itself. The problem is that you don’t know when 

you can start hiring people, building the store. It’s not how much time you wait, it is impossibility to 

plan.  

But I heard IKEA still have plans for 2012 to open new stores… 

Yes. Yes, we’re going to open new store in August on the Adriatic Sea, and then next year we’re 

going to open in Pisa, but we had to change the place.  

And how long did it take to open those stores?  

3-4 years… It depends a lot on the location. There are no rules. Some stores were quite quick to 

open in 3-4 years. There is initial law about opening in the big surface, but each region adopts and 
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adapts the initial law, and these adaptations can change things. And those adaptations are different in 

different regions of Italy.  

Is it different because it is North or South of Italy?  

No, no. It’s not different here.  

Ok. We were trying to find information about IKEA’s competitors in the Italian market, and it’s 

really hard to find any other international companies.  

No, International companies – no. There are two competitors: one is Mondo Convenienca and 

another one Mercatone Uno. But Mercatone Uno is a partly competitor because they sell a lot of other 

things, they sell a lot of appliances, they sell toys, their main business is still furniture but we overlap for 

about 60% of the range. Mondo Convenienca is closer to us, it is more around furniture and less about 

compliments, and co-worker is not really a co-worker, but is a consultant. They are free professionals, 

they are paid quota of how much they sell and it is different within the structure.  

Are they in the same low-cost segment as IKEA?  

Yes, it is in the same low-cost segment.  

So IKEA’s policy is low-cost everywhere. But are there any special pressures here, from the 

government or competitors, that make IKEA to lower price even more or it’s just because of IKEA’s policy 

around the world?  

Well, it’s everywhere. The price policy is to follow the general indication that we have to be 

between 15-30% less than the average. We have to be better than our competitors and it is up to us to 

decide where to put the strongest competition. For example, in Italy it is better to have the strongest 

competition in the kitchen, because Italians use a lot of kitchen and they change the kitchen more. So 

probably in Italy if you compare with other countries, with the same currency, for example, Austria, or 

France… For instance, if you compare to Austrian catalogue, you’ll see that Italians put more 

competition and more price for the kitchen. Austria puts that in some other parts. It also depends on the 

fact that in Italy competition for kitchen and also for sofas is high. So, we’re putting the price, squeezing 

them down for kitchen and sofas, and then we put higher price on other products.  

But products on the catalogue are almost the same in every country?  

Yes, but not the price. Italy, France and Austria – three countries in Europe, but we don’t have the 

same price in Europe.  

And location of the products in the catalogue? Is it the same?  

Yes.  

And another question about centralized or decentralized management. Does IKEA Italy control 

everything itself or it comes from Sweden probably?  

We have the headquarters of IKEA Italy that is close to […] store and in Italy we decide the 

marketing, the pricing, human resource policy in detail, because we have to follow the Italian laws. I 

mean there are a lot of things that we can do as IKEA Italy, that are connected to specific details of the 

market in Italy, to the specific details of the laws in Italy, to the specific details even of the style. But of 
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course we have to follow some rules, policies that are common to everyone. When we decided to open 

in Sardinia, we chose three possible locations, and then we set around the table with the Swedish 

responsible of new opening and investments and together we chose which out of the three locations is 

the best to open in Sardinia.  

And for financial crisis… Did it have any impact on IKEA’s policy?  

We feel the change in the buying habits of Italians, they are much wiser now, they think twice 

before they want to buy something. We’re selling furniture, which is not on the top of the priority; you 

can survive several months even if you don’t change the kitchen, sofa and so on. The point is that even 

the primary need like food did suffer a bit, because there is a decrease of 1%, which is not collapse. But 

it still means that there is a change. In general the furniture business in Italy has lost in 2011 30-35%.  

And what about future plans? IKEA still plans to open shops?  

We’re going to open 15 shops in the nearest 10 years. More or less 1 or 2 every two years.  

And what about the performance of the existing shops? They all perform well?  

Valerio: It depends. The point is that more and more we’re going to open the new stores, the 

more and more IKEA will be competitor of itself. Of course there is a ‘cannibal effect’, because the 

people in Tuscany for example, to buy things, they went to the shop in Florence, but now they will go 

and buy things in the store in Pisa. So now, in Sicily we have one store in Catania, but the people 

Palermo are going to Catania store. When we will open in Palermo, we have to split the market in two. 

So the point is that the more and more we will go on opening new stores, the turnover of the store will 

decrease because of course we have to keep in mind it’s because of other IKEA store. But in general the 

sum of the two will be bigger than one single store. So for example in Germany, where IKEA has 47 

stores, the market for each store has decreased, but they have bigger competitor situation then we do, 

but also there is a diffusion of IKEA stores, that is huge. So the single store market, so-called PMA – 

primary market area, it will be lesser and lesser.  

Well, it’s logical. And what about environmentally friendly policy of IKEA?  

Well, in Italy it is very strong because we do a lot of activities, but of course there are things that 

we can’t control. So it is not something in Italy that we can change or we can influence. What we can do 

in Italy is what we do locally, how we build the store, how we use the energy, how we try to manage the 

wasting, sorting the wasting and so on, the initiative that we do with the customer, the visitors, and 

things like this. So all those things creating perception and reputation of the company, of course, we’re 

working on it a lot in Italy – with customers, with local administration, we work a lot with schools, in 

order to make educational programs connected to the special young people in primary and secondary 

schools. In order to let them understand that the house has a potential to make more sustainable life. 

So the way you help in reducing the usage of electric power in the house or sorting the waste in the 

kitchen or not using the water in a proper way or wasting the water – things like this. We have the 

training kit for the schools.  

And what about the advertisement? Are there adaptations in advertising – like putting meatballs 

there, like in Sweden?  

Oh Italian love meatballs! But they love them when they are at the store. It could be quite risky to 

have them in the advertising, because it is something very far from them. But then when they are in the 
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store they like meatballs, they like salmon, because for us it’s exotic. We it Italian food all the time, we 

know that Italian way of cooking is good, but you always need to try something different. And why not 

Swedish food? Meatballs are very popular like hot-dogs, because you don’t eat hot-dogs in normal 

situation in Italy but in IKEA.  

And as for some advertising guidelines? Do you have them from Sweden?  

No-no, advertising is totally ours, we don’t have any common guidelines for advertising. Every 

country does what it wants. There are guidelines for the use of the brand, the kind of font to use, but 

the kind of advertisement … We have to use the same voice that is a bit ironic, kind of funny, but apart 

from this… Now, there is a kitchen activity, in this period, because the kitchen is the typical thing that 

you do in the beginning of the spring time. Even because the people in Italy get married in May and in 

September. But even people who are not married in September they make plans now. So usually the 

February and March are the best for kitchen plans, you start looking around.  

And the sources of information? TV, radio?  

Valerio: Well, Internet is growing… I have to say that now radio is very well listened in Italy, 

because we love music and we like to listen to the radio, going in the car… But I should say that there is 

decrease in TV and increase in Internet. People are looking less and less on the TV and they are 

searching more in Internet. Outdoor advertisement is OK; the main is to choose the right place. Outdoor 

is OK, because Italians they love to live outside due to the weather, they stay out. So our outdoor is very 

important, because Italians they live outdoor.  

 

 

 

 

 

 


