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Executive Summary 

In today’s globalized world, companies are often faced with a trade off in evaluating and assessing 

the advantages and risks in engaging in cross-border operations. By leveraging and exploiting a 

company’s existing resources on foreign markets, the company is better be equipped to fit the 

local and external environment, which calls for a “strategic fit”.  

This thesis attempts to explore how Carl Hansen & Søn can benefit from a replication strategy on 

foreign markets. By taking a strategic approach to replication, the company can rely on its existing 

resources and capabilities in terms using its previous experiences on foreign markets to ease the 

process of tapping faster into new markets. Thus, the thesis addresses and examines the internal 

characteristic of a company and the external environment that together affects an entrance on 

the foreign market.  

Yet companies are likely to take incremental and gradual steps towards entering new markets 

and pursuing a global strategy. Entering new markets requires the companies and business 

managers to analyse and assess the various options with regard to where and how to enter these 

new markets. Our findings support that companies can utilize its acquired knowledge and 

expertise in order to be less exposed to risks on the foreign market, and thus move from low to 

high commitment and risk over time.  

Overall, we argue that regardless of the size of the company, a firm can benefit from deploying 

flexible replication strategy which has been implemented in both its home market and in a new 

market by undertaking standardization and localization. Finally, the paper supports that even 

though the company deals with standardized products in which local adaption is not possible, a 

flexible replication strategy can be deployed. Derived from established literature within 

replication and from our findings, we found that a company can benefit from the replication 

strategy to ease the process of entering a new market and minimising its risks and costs.   
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1. Introduction 

International trade and investments have for a long decade grown faster than the world 

economy. Many firms have engaged in cross-border operations to strengthen their 

presence outside their country of origin, and more and more products are being 

distributed and sold with similar outlets and with a common brand across the world. This 

process is frequently referred as the process of “globalization”, and Carl Hansen & Søn is 

one of the firms that have undertaking this effort (Lasserre, 2018). 

The internationalization process of Carl Hansen & Søn has come a long way since it began 

transforming itself from a domestic to an international organization in 2011; hence, the 

wooden and classic Danish furniture is sold and distributed around the world. In 2015, 

Carl Hansen & Søn decided to expand its business activities in Asia after succeeding in the 

Japanese market (Buhl, 2015b).  

Although the company has become more globalized, Carl Hansen & Søn does not have a 

strong presence in Asia yet and is only represented with sales subsidiaries in Japan and 

Hong Kong. The Japanese market is represented as the biggest overseas market with sales 

subsidiaries in Tokyo and Osaka in order to respond to rapidly increasing demands. More 

specifically, the Danish furniture company has pursued two different strategies in the 

Asian region; first and foremost developing partnerships with local retailers, and 

secondly establishing a subsidiary in order to tap faster into this region.  

As a part of undertaking internationalization, companies can decide to replicate their 

home market strategies through internationalization of a standard operating business 

procedure in which economic activities are transferred from one market to another 

(Bartlett & Ghoshal, 1989). The replication strategy consists of an explorative, 

exploitative stage, and the concept of Arrow Core has an impact on the replication 

strategy. Arrow Core is the replicable and fundamental features of a business model 

applied to the exploitative stage (Winter & Szulanski, 2001). Large corporations such as 

IKEA and McDonalds have for long benefited from using a replication strategy on foreign 

markets (Jonsson and Foss, 2011). 
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Despite a growing interest from Carl Hansen & Søn to expand its business activities in 

East Asia, the company has not paid much attention to other markets in the East and 

Southeast Asia. According to the company, the Asian-Pacific region represents a high 

growth potential for the company and the growth outside of the company’s home market 

should thus be generated in the US, Japan, and other countries in Asia  (Annual Report, 

2018, Carl Hansen & Søn Holding A/S: Ganderup, 2018). Moreover, recent numbers from 

OECD’s economic outlook for Southeast Asia, China, and India (2018) indicate an 

economic growth potential of more than 5% annually from 2018 to 2022 combined with 

an increasing middle-class (OECD, 2018).  

Even though the Southeast Asian region cannot be considered as a single homogeneous 

market, countries there have similarities that make it possible for the firm to adopt and 

implement similar strategies through these different markets. This thesis seeks to 

undertake a case study regarding the foreign market entry modes and strategies. The 

final outcomes of this thesis is an assessment of what is the best strategy to pursue for 

Carl Hansen & Søn  for further market expansion in East and Southeast Asia, and how the 

company can benefit from replicating its previous setup in Japan. The assessment is based 

on the company’s previous experiences in foreign markets and its preliminary 

involvement in the region. Against this backdrop, this thesis seeks to answer below 

research question: 

RQ: “How can Carl Hansen & Søn benefit from a replication strategy in order to enter 

additional markets in East and Southeast Asia?  

 

2.Research Design & Methodology  

From outlined in the introduction, we have listed and identified below supporting 

questions that seek to address the “why, where and how” in relation to Carl Hansen & Søn 

in East & South East Asia. These supporting questions are chosen in order to strengthen 

our research and to help us to answer the research question. 
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Why should Carl Hansen & Søn consider further market expansion in Asia-Pacific? 

This question analyzes and addresses the underlying motives regarding why Carl Hansen 

& Søn should consider further market expansion in East & South East Asia. Thus, an 

overall assessment of market conditions in the selected countries will be provided in 

order to investigate whether these countries represent a growth potential from which 

the company can benefit from.  

Where to enter?  

This part outlines which of selected countries make up the greatest potential for Carl 

Hansen & Søn (eg. China or Malaysia). Here, one must keep in mind that countries in East 

& South East Asia should not be compiled into a single homogenous group of countries; 

consequently, they represent different degrees of potential for Carl Hansen & Søn.  

How to enter additional markets in East and Southeast Asia?  

The final question concludes the discussion of how to pursue further market expansion 

and determine the most beneficial entry modes and strategy in the region based on the 

preceding examination of the selected countries and Carl Hansen & Søn. Thus, the main 

emphasis is on determining the right entry mode in relation to the choice of the level of 

engagement and commitment as well as market positioning. Finally, the paper suggests 

the implications of Carl Hansen & Søn’s future strategy in the region and whether it is 

possible to deploy a replication strategy. 

2.1. Research Structure   

Saunders et al. (2019) define research “as a process that is undertaken in a systematic way 

with a clear purpose, to find things out” (Saunders et al., 2019:5). However, this thesis is 

divided into eight chapters as illustrated below.   
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Figure 1 - Outline of the paper 

 

Source: Own production  

“Chapter 1”: The first chapter aims to introduce the foundation for this thesis. Thus, an 

introduction to the background information about the chosen research objective and a 

description of Carl Hansen & Søn is provided.  

“Chapter 2”: The second chapter outlines the chosen methodology that has been applied 

throughout this thesis. The chapter employs the research onion model to provide a clear 

overview of how the methodological part of this thesis is structured.   

“Chapter 3”: The third chapter presents the selected literature within emerging market 

and international business literature, and the chapter thus take a broad perspective to 

what might affect an entry in a traditional as well a non-traditional market context. Here, 
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the existing literature within the field of replication is applied as well. Moreover, the end 

of the chapter, we propose an analytical framework covering the external and internal 

variables that may influence an entrance.   

“Chapter 4”: The fourth chapter presents a corporate overview and thus provides a 

snapshot of Carl Hansen & Søn by addressing and examining its financial and strategic 

overview.   

“Chapter 5”: The fifth chapter provides a market and industry overview of the furniture 

industry in Japan, China and Malaysia. The chapter takes its point of departure in offering 

a general industry analysis by assessing the rivalry from strong competitors.   

“Chapter 6”:  The sixth chapter presents Carl Hansen & Søn’s previous experiences on 

foreign markets and in Asia-Pacific, and the chapter thus highlights the 

internationalization process of the company. Lastly, sales and marketing strategies are 

assessed and elaborated.   

“Chapter 7”:  Chapter seven addresses and analyses the “why, where and how” Carl 

Hansen & Søn should pursue further market expansion in East and Southeast Asia. Here, 

we follow the logic behind our analytical framework, and China and Malaysia are 

examined.   

“Chapter 8”: In the last chapter, chapter eighth a conclusion is given based on the main 

findings of the study and our research question is answered with regard to whether it is 

possible to deploy a replication strategy. The chapter ends with a brief discussion on 

limitations and further reflections of this study  

2.2 Methodology  

According to Saunders et al. (2019), the term ḿethod  ́refers “to a technique or procedure 

used to obtain and analyse data” (Saunders et al., 2019:4). This for example includes the 

use of qualitative and quantitative methods. The latter concerns the use of statistical data, 

where a qualitative approach is non-statistical.  On the other hand, the term 

ḿethodology  ́refers to the approach of how research should be conducted, including a 

number of philosophical assumptions (Saunders et al., 2019).  
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The purpose of this chapter is to clarify and justify the choice of research design and 

methodology chosen in this thesis. In this regard, Saunders’ ´Research Onion´ is applied. 

As illustrated in figure two in the end of this chapter, the model consists of sixth different 

layers in which each layer describes a more detailed stage of the research process one 

has to go through when formulating an effective methodology (Ibid). 

2.2.1. Layer 1 - Philosophy of Science 

The first layer in the `Research Onion  ́ model is concerned with the philosophical 

underpinnings or the research philosophy. The concept of research philosophy is 

centered on the beliefs and assumptions about developing knowledge. Throughout the 

research process, one will make a number of assumptions. These assumptions, for 

instance, include assumptions about the nature of reality (ontology), general assumptions 

about knowledge (epistemology), and assumptions about the role of values and ethics 

(axiology). More specifically, ontology deals with what already exists, and epistemology 

deals with what creates acceptable, valid, and legitimate knowledge, and how this 

knowledge can be communicated externally (Saunders et. al., 2019).   

Yet, there are a number of relevant and important philosophies within business and 

management research, which constitutes of positivism, critical realism, interpretivism, 

postmodernism, and pragmatism (Ibid). This thesis employs the philosophical stance of 

critical realism, which allows us to observe the empirical, actual, and real (ontology), as 

well as historically situated knowledge (snapshots of company) and the social construct 

of facts (epistemology), meaning that causality cannot be limited to statistical correlations 

and quantitative methods. This enables us to look at our data and findings from a broader 

perspective throughout the entire investigation process. Moreover, the critical realism 

supports and acknowledges a wide range of methods, such as mixed methods, and a case 

study approach, both of which are applied and utilized in this thesis (Saunders et al., 

2019). 

2.2.2. Layer 2 - Research Approach  

Every research project involves the use of theory. In this thesis, we have used a wide 

range of theories within emerging and international business literature to support our 
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research. Despite the fact that the selected theories are often very explicit in the overall 

review of the findings and conclusions in a project, it is important to consider the design 

of the research and how it should be conducted in terms of adopting a deductive, 

inductive, or abductive approach. A deductive approach is a useful add-on to highlight the 

causality between certain concepts and variables. Thus, it is useful when testing a set of 

theory-derived premises and moving from theory to data (Saunders et al., 2019).   

Further, an inductive approach or inductive reasoning, on the other hand, has its point of 

departure in generating meanings or ideas from what has already been observed and 

collected in terms of data in order to analyse and recognize patterns and relationships to 

move from data to theory. Contrary to deductive reasoning where a preliminary set of 

hypothesis or theory-derived premises are given, no theories or hypothesis are found in 

the initial phases of the research in inductive reasoning (Ibid).  

Whereas deductive reasoning moves from theory to data, and induction from data to 

theory, abduction takes a slightly different approach to research by moving back and 

forth throughout the whole the research process, thus combining deduction and 

induction. Hence, abduction has a very open-minded approach to research. However, 

abductive reasoning starts with an observation of a set of observations, and hereafter 

seeks to come up with the most plausible explanation on how these might have occurred 

(Saunders et al., 2019). This thesis has employed an abductive approach, which has been 

necessary in order to take a more holistic approach to our research area and to discover 

different analytical dimensions in order to examine the case of Carl Hansen & Søn in the 

region of East and Southeast Asia. Thus, this project has made use of both an inductive 

and deductive approach. For instance, a deductive approach has been employed to 

examine, test, and confirm our hypothesis regarding similarities between the selected 

countries and our hypothesis on whether it would be possible to benefit and make use of 

a replication strategy on the foreign market based on the examination of external and 

internal variables to the company. Here, our analytical framework based on theoretical 

and empirical foundations has been supportive to examine these hypotheses.  
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An inductive method, on the other hand, has been useful to identify and analyse patterns 

generated from our data and the main takeaways from our theories. By using a mix of 

deductive and inductive reasoning, and by employing an abductive approach and 

enjoying the flexibility of using this approach, it has allowed us to generalise and use the 

main findings from our analysis and conclusion to shed light on challenges and 

opportunities Carl Hansen & Søn may encounter by entering additional markets in East 

and Southeast Asia (Ibid). 

2.2.3. Layer 3 - Methodological Choice 

In the third layer of the ´Onion Model’, we review what methods we have used to collect 

our data. Yet, there are several different methods for this, which can be divided into a 

group of quantitative and qualitative research as well as mixed methods. Whereas 

quantitative research concerns numeric data in terms of numbers, qualitative research 

concerns non-numeric data in terms of words, images, audio recordings etc. A mixed 

method, on other hand, implies the integration and use of both quantitative and 

qualitative research methods and techniques (Saunders et al., 2019).  

In this thesis, we have chosen to use a mixed method. The mixed method approach is 

applicable to our thesis since we have collected a large amount of both quantitative and 

qualitative data to support our research throughout the process of writing this master 

thesis. However, quantitative data is represented in terms of tables, figures, and numbers, 

and qualitative data is represented in the form of academic sources, articles from 

newspapers, reports, press releases etc (Ibid).  

We acknowledge that there may be some limitation of using a mixed method or 

triangulation of a research method since collection of qualitative and quantitative data is 

different in their nature due to the fact that each method has its own approach in 

collecting data; hence, using one method by drawing on the finding of another method 

may lead to inconsistency in the final interpretation or at least prove to be difficult. On 

the other hand, we find the mixed method appropriate to use since it allows us to gain a 

more comprehensive understanding and corroborations of our findings. 
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2.2.4. Layer 4 - Research Strategy  

The fourth layer outlines the choice of research strategy (Saunders et al., 2019). In thesis, 

we have chosen a single case study approach. According to Yin (2009) “A case study is an 

empirical inquiry that investigates a contemporary phenomenon in depth and within its 

real-life context, especially when the boundaries between phenomenon and context are not 

clearly evident” (Yin, 2009:13)  

This thesis undertakes and examines the case of the Danish furniture producer Carl 

Hansen & Søn in the region of Asia Pacific. The company has gained a strong foothold on 

the Japanese market, and the interest has continued to increase in relation to undertake 

further market expansion in this region. From what we have assessed and analysed 

throughout our research process, revenue and growth have been generated to a very 

satisfactory extent in this region within the previous years.  

Furthermore, this study undertakes an exploratory research approach to examine the 

why, where, and how questions in relation to the chosen markets and an additional 

entrance in East and Southeast Asia. An exploratory research approach provides us with 

the opportunity to discover Carl Hansen & Søn’s past and current business activities and 

a more in-depth understanding about our topic of interest (Ibid).  

Finally, the choice of undertaking a single case study approach allows acquiring 

knowledge or insights from a more in-depth research to support our research and answer 

our research question to a more satisfactory extent. Moreover, case studies are very 

useful in understanding real-life phenomena and often help to explain the “why” (when, 

why, where) questions (Saunders et al., 2019: Yin, 2009).  

2.2.5. Layer 5 - Time Horizon  

Every research project involves a time horizon, which can be distinguished into a 

“snapshot” time horizon (cross-sectional), and a dairy (longitudinal) time horizon. The 

latter, a longitudinal research design, is often employed to repeat the observations of 

same variables over short or long period, whereas a cross-sectional research design is 

appropriate to use to study a phenomenon or case at a particular time. A cross-sectional 
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research is often undertaken within academic studies due to lack of time to undertake a 

longitudinal study (Saunders et al., 2019).   

This thesis employs a cross-sectional study, which offers a snapshot of how the identified 

phenomena or factors are related to a market entrance, by taking internal factors in Carl 

Hansen & Søn, and external variables and tendencies in selected countries (Japan, China, 

Malaysia) into consideration. This means that the choice of utilizing a cross-sectional 

approach in our case shows that our study or research process has been conducted over 

a relatively short time frame. A large amount of secondary data, consisting of both 

quantitative and qualitative data has been collected. Quantitative data has primarily been 

collected in the initial phase of our project (February – April), whereas other 

complementary data in terms of secondary qualitative sources have been included until 

the end of our writing process (February – September). The entire process of collecting 

the data throughout our research process will be addressed more properly in the next 

section, which covers the sixth layer in the Saunders onion model concerning data 

collection, and its reliability and validity (Ibid). 

2.2.6. Layer 6 - Data Collection 

As mentioned previously in the following chapter, there are various methods to collect 

data. Primary data is collected by the researcher himself/herself for a specific purpose, 

such as utilizing surveys, observations, questionnaires or specific interviews to support 

the research problem or answer the research question. Secondary data, on the other hand, 

most often comes from multiple sources and is already collected by someone else 

(Saunders et al., 2019).   

-Primary Data: 

Since our initial investigation phase, it has been of our interest to collaborate with Carl 

Hansen & Søn in order to acquire primary data in terms of interviews. The reason for this 

was that these interviews would provide us with a unique opportunity to gain more 

insights on the company ś challenges and previous experiences on foreign markets. 

Sharing knowledge and inputs regarding market conditions and trends, particularly on 
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the Japanese market or in the region of Asia-Pacific, would have been very supportive for 

this ongoing research. 

Further, by interviewing key persons from different departments in Carl Hansen & Søn, 

it would have allowed us to ask in-depth questions concerning internal characteristics of 

the company and thus provided us with valuable supplementary information to our 

research process. Such a contribution would further have helped us to get a more 

comprehensive overview of the resources and capabilities that Carl Hansen & Søn 

possess. Thus, covering the internal perspective on a more detailed level. Despite the fact 

that we have been in contact with the company several times from a very early stage in 

the process, setting up interviews with the company failed due to a lack of time and 

resources from Carl Hansen & Søn. For this reason, emphasis has been put on external 

factors throughout our investigation.  

-Secondary Data: 

Since we have been not able to collect any primary data, this thesis draws exclusively on 

secondary data accessed and derived from independent sources. According to Saunders 

et al.  (2019), secondary data involves both quantitative and qualitative data, and it is 

often used for descriptive and explanatory research. Moreover, secondary data can be 

divided into three broad types, consisting of survey, document, and multiple sources 

(Saunders et al., 2019).  

Surveys include census, continuous, regular, and ad-hoc surveys in terms of academic 

surveys, governments’ surveys, organization’ surveys etc. Document can be divided into 

text, audio, visual/audio visual, and text in terms of organization websites, magazine 

articles, news reports etc. Multiple sources can be compiled into snapshots, longitudinal, 

and continually updated dataset. Snapshots and longitudinal dataset consist of books, 

journal articles, industry reports, market and financial databases etc., whereas 

continually updated dataset is an example of combined datasets from digital trails (Ibid). 

As mentioned previously, both quantitative and qualitative data have been collected in 

this thesis. The quantitative data in terms of numbers and statistical data derived from 
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databases such as GlobalEdge, World Bank, United Nations DESA, The World Factbook, 

IMF, NBS, Department of Statistic Malaysia, Orbis database (MarketLine) etc., have been 

primarily used to support our market assessment. Whereas the application of qualitative 

secondary data mainly consists of academic articles from journals, books, 

market/industry reports, press releases, annual reports, and newspapers.  

Moreover, Carl Hansen & Søn’s homepage has been utilized as a supplementary input to 

cover the internal characteristics of the company. Further, a large part of the literature or 

the theoretical foundation presented in chapter three, which include emerging market 

and international business literature, is derived from the courses “International Business 

and Economic Development” and “Managing Foreign Direct Investment Projects in 

Developing Countries and Emerging Markets”, courses taken throughout our studies in 

MSc in Business and Development Studies at Copenhagen Business School. Finally, the 

interpretation of the theoretical tools presented in chapter three and the use of different 

independent secondary sources has been supportive throughout our entire research 

process.   

-Credibility of findings  

“Reliability and validity are central judgements about the quality of research in the natural 

sciences and quantitative research in the social sciences” (Saunders et al., 2019: 213).  

Reliability is concerned to what extent the research is reliable, and whether there is 

consistency in the findings. Validity, on the other hand, is concerned with the consistency 

of a measure in terms of validating the accuracy of the findings and to what extent these 

findings can be subject to generalisation. Saunders et al., (2019), distinguish between 

internal validity and external validity (Saunders et al., 2019). Internal validity refers to the 

extent to which there is a relationship between the theoretical foundations and the 

observations made by the researcher, whereas external validity is concerned about 

whether the results of the research can be applied to other situations or whether they 

may be generalised. Concerning the internal validity, the thesis has focused on ensuring 

internal validity by assessing and deriving a large amount of secondary data from reliable 



 

19 

 

sources and trustworthy databases, and the use of independent sources have been used 

to support to strengthen the internal validity (Ibid). 

Although the use of secondary sources might be subject to generalisation, the literature 

presented in chapter three has been utilized to develop our analytical framework in order 

to more specifically answer our research question and with the purpose of examining the 

case of Carl Hansen & Søn in East and Southeast Asia. On the other hand, the external and 

internal variables presented in our framework that influence an entry and the findings 

derived from our analysis might also be representative and applicable to other companies 

who seek to enter foreign markets. This might at least contribute to ensure the reliability 

and validity of this study, and nonetheless strengthen the external validity (Saunders et 

al., 2019). The below figure illustrates the chosen methodology in this thesis in order to 

provide a more comprehensive picture of the chosen methods throughout the entire 

research process.  

Figure 2 – Chosen Methodology 

 
Source: Saunders et al., 2016 - Own production 
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3. Literature Review 

Nowadays, many firms face challenges when entering emerging and developing markets 

due to the lack of knowledge about these markets and how to deal with institutional 

barriers (Khanna & Palepu, 2010). Various scholars, including Philippe Lasserre (2018), 

have stressed and elaborated on some of the core issues that companies face when 

undertaking operations in foreign markets, and how they manage to overcome these 

barriers. According to Lasserre (2018), the motivations (why) for entering a country are 

explained by the attractiveness of a market, which is determined by market and industry 

measures, such as the competitive climate. The competitive climate refers to the strategic 

interactions between the competitors and the underlying competition within the 

industry (Lasserre, 2018).  

In this regard, Michael Porter (1980) has put forward his ‘five-forces framework’ 

consisting of competitive forces that shape the competition in the industry, which differ 

by industry (Porter, 1980). Regarding market attractiveness, Sakarya et al. (2007) has 

put forward a long-term model for market assessment (where), including variables such 

as future market potential of the emerging market, the cultural distance between the 

markets, competitive strength of the industry, and customer receptiveness to the 

products of the foreign industry and its country of origin (Sakarya et al, 2007).     

Yet, when it comes to setting up business operations on foreign markets and designing 

an appropriate market entry strategy, the company needs to take various strategic factors 

into consideration as the external and internal environment affect an entry (Meyer & 

Peng, 2016). According to Peng et al. (2009), the external environment in terms of 

institutional factors plays a significant role when conducting business in emerging and 

developing markets; hence, an institution-based view should be considered as a third leg 

for a strategic tripod along with the resource-based and industry-based view to more 

clearly analyse and define the firm’s strategic choices (Peng et al.,2009). Thus, the entry 

mode and operation strategies need to be designed as a strategic fit with consideration 

of both external and internal factors (Meyer & Peng, 2016).  

Further, Meyer and Peng (2016) assert that the entry mode (how) depends on strategic 

considerations rather than only focusing on the firm’s motivation for entering. Thus, the 
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company has to consider aspects such as: HRM, Logistics, Location, Timing, Marketing, 

Ownership and Greenfield or Acquisitions together, ensuring a good fit between the different 

elements of the strategy – like a Jigsaw puzzle, when designing an entry strategy (Meyer & 

Peng, 2016).  

Pan and Tse (2000) have divided entry modes into a group of either equity or non-equity 

investments. An equity-based mode includes wholly owned operations and equity joint 

ventures (JV), where non-equity modes consist of contractual agreements and export. By 

undertaking equity-modes, the companies can meet a higher level of control due to a 

higher level of engagement in the foreign market operation (Pan & Tse, 2000). Contrary 

to equity-based-modes, the non-equity modes imply a lower degree of control and are 

regarded as less capital intensive (Canabal & White, 2008).  

The following theoretical section takes its point of departure in presenting and 

addressing the theories within the field of market entry strategies, which lies within 

international business literature (IB), followed by a presentation of emerging market 

literature. This chosen structure provides a better understanding and a more 

comprehensive picture of potential influential factors that may affect an entry in the 

foreign market.  

Eventually, this chapter ends by proposing an analytical framework that is based on the 

selected literature. Thus, the overall purpose of providing and developing an analytical 

framework is to combine the external and internal variables that might affect the 

entrance, and to assess whether it might be possible to replicate a previous setup.  

3.1. International Business Theories  

The area of international entry modes has been one of the most researched areas within 

the field of international management and internationalization. Many scholars have been 

interested in the study of entry modes, and a large body of literature has been published 

to shed light on the most commonly used theories within entry modes studies (Canabal 

& White, 2008). According to Canabal & White (2008), the most commonly used theories 

within entry modes studies are represented by transactions cost theory (Hennart, 1989, 

Williamson 1979, 1985); the OLI, which is also known as the eclectic paradigm (Dunning, 

1993); other theories such as culture/cultural distance (Hofstede, 1984); 
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internationalization theory (Johanson & Vahlne, 1977); and generic theories such as the 

institutional theory, resource-based view, knowledge-based view, and organizational 

capabilities etc. (Canabal & White, 2008).  

3.2. Entry modes 

As highlighted earlier, Pan and Tse (2000) divide entry modes into a group of either 

equity or non-equity modes. However, this first section of the literature review explores 

the different entry modes opportunities. Thus, the following section takes its point of 

departure in introducing the non-equity entry modes, and then continues with the equity-

modes. To provide the reader with a clearer picture of the different entry modes before 

introducing them, Pan and Tse (2000), Hierarchical Model of Choice of Entry Modes is 

depicted in the Appendix 1. 

3.3 Non-equity entry modes 

3.3.1. Export 

Companies often utilizes export as the first step towards internationalization, and to ease 

the process of entering a new market as it requires less resources from the company 

compared to equity-based entry mode. According to Root (1994), entering the markets 

through direct export allows the companies to obtain market experiences and to assess 

how the products perform on the foreign market without bearing major risks in terms of 

a large degree of involvement in the market. However, one of the disadvantages of using 

direct export is the lack of control since the products are distributed to external partners 

(Root, 1994).  

3.3.2. Contractual Agreements  

In cases in which a direct investment has yet not been decided or justified, foreign 

companies can enter a country through arm’s length agreements in terms of a license, a 

franchise, an agency or a distribution contract. According to Lasserre (2018), these 

contractual arrangements are often made or considered if the company meets one of the 

following criterias: when the market too small to justify a full investment or if the foreign 

country is perceived a risky, if an direct investment in a nearby country is carried out and 



 

23 

 

an additional one would be unnecessary, and lastly when the government does not allow 

any other form of presence. (Lasserre, 2018).  

Licensing agreements are contractual arrangement in which a company (the licensor) 

allows another company (licensee) to exploit its product and/or technology commercially. 

In most of the cases the brand name of the licensor may or may not be included in the 

licensing agreement. However, to exploit the brand name of the licensor, the licensee pays 

the licensor some royalties and an upfront payment. These royalties are often 

represented by a percentage of the net sales or calculated to be a fixed amount per unit 

sold. One of the advantages within licensing agreements is that it enables the licensor to 

contractually force the licensee to buy products and thus benefits from the profit 

generated by the sales. Another advantage of engaging in licensing is that is does not 

require a high level of engagement due to the fact that it is regarded as less capital-

intensive. On the other hand, one of the disadvantages is the destiny and lack of control 

from licensee country. Another similar contractual agreement to licensing is franchising 

in which the franchiser allows the franchisee to use its name on the condition of receiving 

financial compensation, similarly to licensing agreement (Ibid).  

3.3.3. Local agents and distributors  

The decision of using a local agent or distributor has become one of the more common 

mode of entry for many companies that want reach international presence. Nowadays, 

many large multinational companies use this mode of entry to enter countries that are 

either considered as risky markets and in cases where the market size does not justify 

any major investments. Moreover, many companies use this mode of entry to test the 

markets without allocating too many resources in advance. The contrast between an 

agent and a distributor is that the agent is carrying out the sales while the distributor is 

in charge of logistical functions in terms of transporting, stocking, and billing (Lasserre, 

2018).  

According to Lasserre (2018), emerging markets often operate with three categories of 

agents and distributors, represented by domestic companies, government monopolies in 

planned economies or trading companies. One of the benefits of relying on distribution 

agreements is that they are less resource demanding from the company. On the other 

hand, one of the disadvantages is lack of control, market commitment, and competing 
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interests between the parties. For instance, in cases where the sales increases, and the 

total commission paid to the distributor exceed the fixed costs of establishing a wholly 

owned subsidiary, interest conflicts may occur. Thus, companies most commonly shift to 

another mode of entry if the market contributes to generate more revenue and thus 

become more important for the company (Ibid). 

3.4. Equity entry modes 

3.4.1. Wholly Owned Subsidiary  

Whereas non-equity entry modes require fewer resources from the company, the equity 

entry modes are more resource demanding, but also involve a higher level of commitment 

in terms of resources and competencies, and thus risks. Before establishing a WOS, the 

company needs to be familiar with the external environment in terms of legal, 

institutional, commercial, and relational factors. Thus, a proper country attractiveness 

and risk analysis are often required prior to the investment. One of the advantages of 

entering through a WOS is the ability to acquire full control over operations and further 

access to the full profitability of the investment. On the other hand, the foreign investor 

also runs the highest risk in terms of financing the investment, often facilitated by either 

equity or debt financing (Lasserre, 2018).  

3.4.2. Joint Ventures 

Since the end of the Second World War Joint Ventures (JVs) have been one of the more 

traditional modes of entry for many companies. Countries such as Japan, South Korea, 

China, and Indonesia, and India in the 1960s represent some of the countries that have 

supported and promoted the formation of JVs between local partners and foreign 

companies. Entering through a JV means partnering with a local firm, already operating 

in the market. One of the advantages of entering through a JV is that it enables the 

companies to benefit from local know-how, acquire various natural resources, increase 

market knowledge, and adapt to the local culture. However, the formation of a JV has 

different purposes and comes in various forms of partnerships, but in most of the cases 

the logic behind establishing a JV is to set-up a separate legal entity in which the 

partners invest in tangible and intangible assets (Ibid).  
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3.5. Theories on Internalisation  

Having spent the previous pages covering the area of equity vs. non-equity entry modes, 

we now move forward to explain the motivation for multinational enterprises (MNEs) to 

engage in cross-border activities. The eclectic OLI paradigm has for more than two 

decades, become a dominant theoretical framework in providing the basis of analysing 

and determining the extent and pattern of engaging in foreign direct investment activities 

(Mudambi, 2004). However, the OLI framework takes a holistic approach to examining 

the conditions of foreign market strategies of companies, thus, providing a key tool to 

assess whether the company should carry out activities within the firm (internalising) 

instead of using the market transactions (Dunning & Lundan, 2008a: Hennart, 1991).  

The OLI paradigm was put forward by John Dunning in 1976 and incorporates three 

different components, which constitute of ownership, locational, and internalisation 

advantages. According to Dunning (1988), the first element, ownership advantages, 

relates to tangible and intangible assets, which can be transferred to the host country 

(Dunning, 1988). Locational advantages, on the other hand, are associated with the 

accessibility of natural resources, materials, and the comparative cost of labour by 

companies in the host country. Thus, the second element in Dunning’s eclectic OLI model 

seeks to rationalize the choice of market based upon on locational advantages (Buckley 

& Hashai, 2005).  

The third element in the OLI paradigm is internalisation advantages. Many companies are 

challenged by various options in relation to the choice of entry, which includes entry from 

an arm's length perspective to a more hierarchy-based entry through subsidiaries. The 

transaction costs theory (TCT) takes a similar approach to the aforementioned issue of 

undertaking internalisation, assuming that companies decide to internalise in markets 

with uncertainty, weak institutions, and markets with higher risk of entry (Wright et al, 

2005).  

According to Williamson (1981), the study of understanding transaction cost is very 

fundamental to the study of understanding economic organization (Williamson, 1981). 

Moreover, transaction costs are very common to the MNE and considered to be 

exogenous to the company, which engage in cross-border activities and FDI. However, in 
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the case where the company decides to internationalise, the newly acquired knowledge 

will be considered as an ownership advantage (Dunning & Rugman, 1985). 

Further, Dunning and other scholars within the field of international business view TCT 

or the internalisation approach as one of the fundamental reasons behind the existence 

and emergence of MNEs. However, the internalisation approach assumes that MNEs exist 

due to the reason that many companies decide to internalise operations in order to 

minimize transaction costs in the market. Moreover, by engaging in cross-border 

operations, it enables the companies to take advantage of exploiting and transferring 

their specific assets in the host country as a consequence of location factors such a general 

trade barriers and transportation costs (Forsgren, 2002).  

Yet, when addressing the motivation behind internalisation and cross-border operations, 

Dunning has developed a more traditional explanation of the motives behind foreign 

investment by MNEs, a so-called taxonomy with four determining factors that affect the 

choice of location, which include resource, market, efficiency and strategic-assets-seeking 

motives (Ietto-Gillies, 2012).  

According to Dunning (1993) in the resource-seeking FDI, the choice of engaging in 

foreign investments is triggered by the availability of cheap labour and the physical 

infrastructure in the host country. Here, the companies have the opportunity to invest 

abroad to acquire specific resources at a lower cost than they can obtain in their home 

country (Dunning, 1993).  

While the resource-seeking FDI looks at the availability and access to natural resources in 

the host country, the companies engaging in market-seeking FDI seek to protect existing 

markets or wish to exploit new markets. Here, the companies engaging in market-seeking 

FDI take into account that the transaction cost of operating from their country of origin 

may sometimes be greater than operation in the local market. Another reason to engage 

in market-seeking FDI for the companies is to pursue a global strategy and interest in 

expanding their operation in a region, where access to one country might ease the process 

of entering another country within the same region. Thus, market-seeking FDI is often 

triggered by the attractiveness of the host country and the action of local government in 
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terms of how they might encourage incentives to FDI, ranging from favourable taxes to 

labour and capital incentives (Ibid). 

In the efficiency-seeking FDI, the companies aim at searching for efficiency in terms of 

taking advantage of the market structure. Thus, these benefits are usually related to 

specific benefits of the country, such as cultural, institutional, economic, and market 

factors. However, efficiency-seeking investments most commonly take place in countries 

with similar economic structures and income levels as in the home country. Therefore, 

government policies play a crucial role for MNE that seek efficiency. In the strategic-asset-

seeking investment, the companies aim at protecting or increasing their search for new 

assets (Dunning, 1993).  

Furthermore, MNEs may often need to pursue a global strategy to acquire specific assets 

and gain competitive advantages to avoid competitors getting too strong on the market. 

According to Tallmann (2006), a competitive advantage does not simply arise from 

having and holding a set of unique resources and capabilities. Regardless how unique 

they are, these capabilities may fit the external environment in order to deliver a 

competitive advantage. However, without fitting the external environment or market, it 

might only be endogenous to the company (Tallmann, 2006).  

So far, the primary emphasis of the discussion has been on external market factors 

influencing companies’ attitude towards internationalization. In order to discuss the 

international business literature from a broader perspective, the following section 

highlights some of the more internal strategic aspects influencing company behaviour in 

relation to entry strategy.  

3.5.1 Entry mode models 

Whereas Dunning and the transaction cost theory assume perfect market information 

that bases market entry decisions on rational choices, the Uppsala model takes a slightly 

different approach to internalisation. The Uppsala model highlights the role of path 

dependency, believing that internationalization process takes place through an 

incremental and stepwise approach. The Uppsala framework is originally put forward by 

Johanson & Walhne in 1977, but the model has been revised several times in the 

intervening years (Johanson & Walhne, 2017). The Uppsala model is based on empirical 
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observations from studies within the field of international business and aims at 

explaining organizational behavior in relation to the internationalization process of firms. 

More specifically, the model shows the pattern of some Swedish firms undertaking 

international operations (Johanson & Walhne, 1977).   

In addition, the model found that companies are likely to take small gradually steps 

towards internationalization in order to minimize minimize their risk, instead of 

engaging in large foreign investments projects (Ibid). According to Kogut and Zander 

(1992), companies have the opportunity to exploit existing cumulative knowledge of one 

country when they enter new markets, because what the company has done previously 

tends to predict what they are able to do in the future. Thus, the companies are likely to 

create new skills and knowledge by recombining current capabilities (Kogut and Zander, 

1992). Moreover, a large body of literature within global strategic management has for a 

long shed light on organizational behavior and firm performance, and focus has to a large 

extent been on external factors to the companies, including market and industrial 

variables, hence, little attention has been paid to internal factors influencing strategy and 

firm performance (Koo, Koh, and Nam K., 2004).  

3.5.2. Resource-Based View  

The resource-based view (RBV) is a relevant supplement to what has just been addressed 

in relation to organizational resources and capabilities. In this thesis, we can use the RBV 

to analyse and shed light on how Carl Hansen & Søn may rely on specific resource-based 

capabilities in order to pursue alternative strategies to attain competitive advantages 

when entering additional markets in East and Southeast Asia. However, the focus on 

internal competitive resources goes back to an early work from scholars such as Chester 

Barnard (1938), The Functions of the Executives, Philip Selznick’s (1957) work on 

Leadership in Administration: A Sociological Perspective, and Edith Penrose’s (1959) 

research on The Theory of the Growth of the Firm. Researchers within the field of 

resources and capabilities have opened “the black box” of the firm, and argue that a firm's 

continued success may be a result of the ability to leverage from their own internal and 

unique competitive resources in order to attain competitive advantages in the market. 

Thus, firm performance highly depends on the ability to draw on these resources and 
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capabilities as they might change along the evolving environment (Hoskisson et al. 1999; 

Meyer et al., 2009).  

According to Brouthers & Hennart (2007), one example of a resource-based advantage is 

experience. The company can draw on its past experiences in order to ease the process 

of entering and dealing with new foreign market (Brouthers & Hennart, 2007). However, 

drawing on existing host country experience helps to reduce the costs of upcoming 

business activities within the same location (Delios and Henisz, 2003). Here, one can 

argue it enables the company to avoid dependence on local partners and the need of 

acquiring specific resources. More specifically, prior experience in the local market 

reduces the necessity to acquire market knowledge through local partners. In other 

words, the company may enter a new country by exploiting own existing resources by 

transferring its specific knowledge into the new markets (Meyer et al., 2009) 

The RBV is particularly an interesting and useful add-on to the ongoing investigation in 

this thesis, since the theory perceives competitive advantages of a firm to be 

heterogeneous. Further, the RBV views competitive advantages as something that might 

arise internally rather than externally, as more traditional theories often tend to argue 

(Wernerfelt, 1984). Thus, following the logic behind the RBV, the company may enter the 

foreign market based on its available competitive resources and knowledge.  

3.5.3. Knowledge-Based View 

The knowledge-based view (KBV) is closely related to the RBV and shares the same focus 

on internal characteristics of the company. However, the knowledge-based view builds 

upon on the RBV, and the theory finds that companies exist due to transfer of knowledge 

between groups and individuals. According to (Luo, 2002; Foss and Pedersen, 2004) in 

Meyer et al. (2009), the exploitation and augmentation of knowledge are very 

fundamental to the international strategy of many MNEs, suggesting that the MNE both 

exploit and enhance existing knowledge in order to attain competitive advantages (Meyer 

et al., 2009).  

According to Robert Grant (1997), the firm is an institution, which consist of individuals 

who are the primary agents in producing knowledge, which both include explicit and tacit 



 

30 

 

knowledge. Integrating knowledge requires coordination and specialization to be 

transferred and integrated efficiently in the organization, and one needs to bear in mind 

the how different types of knowledge vary in their transferability. Whereas explicit 

knowledge is very transferable, tacit knowledge is very difficult to codify, as it is normally 

obtained by individually processes such as experience, know-how, or through 

internalisation, where explicit knowledge can be stored in a database and thus easily 

shared among people in an organization (Grant, 1997: Haldin-Herrgard, 2000).  

3.6. Industry-Based View (Porters Five Forces) 

Understanding the competitive forces, and their underlying causes, reveals the roots of an 

industry’s current profitability while providing a framework for anticipating and 

influencing competition (and profitability) over time (Porter, 2008: 80). 

In 1980, Michael Porter put forward his Five-Forces framework by introducing the book, 

“Competitive Strategy: Techniques for Analysing Industries and Competitors”. (Porter, 

1980). Porter has revised his Five Forces framework throughout the years, and this thesis 

applies the most recent edition published by Porter in the Harvard Business Review, “The 

Five Competitive Forces That Shape Strategy”. According to Porter, the five forces that 

shape the competition in an industry are the threat of new entrants, the bargaining power 

of suppliers, the bargaining power of buyers, the threat of substitutes, and the rivalry among 

existing competitors. Despite the fact that these five forces may differ from industry to 

industry, they define the structure of an industry and help to determine the long-term 

competition and attractiveness in a given industry (Porter, 2008).   

In the following thesis, we can use the Five Forces model to analyse and shed light on the 

underlying competition within the furniture industry in Japan, China, and Malaysia. Thus, 

the Five Forces model is particularly relevant to employ in this thesis in order to assess 

the entry barriers and to understand how these may differ in terms of looking for the 

competition intensity and overall attractiveness within the above-mentioned industries. 

The following section will thus present each of the five competitive forces.   

Regardless if the threat of entry in the given industry is high or low, it will have an impact 

on firm profitability. However, the threat of new entrants is determined by the height of 

entry barriers. For instance, firms operating within an industry with high entry barriers 
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are forced to put an increasing pressure on prices and keep their margins low in order to 

make entry less attractive. Thus, the overall threat of entry depends on how incumbent 

firms or market leaders may react to the entrance of new potential rivals. Furthermore, 

restrictive government policies can hinder in terms of imposing license requirements or 

putting restrictions on foreign investments. According to Porter, in industries in which 

the entry barriers are considered low, and new entering firms expect low retaliation from 

incumbent firms, the threat of entry is high and the profitability is moderate (Ibid). 

According to Porter, powerful suppliers can increase prices, limit quality or services, and 

change the costs to industry participants.  Thus, the bargaining power of suppliers is 

concerned about how powerful suppliers aim at capturing more of the value by 

themselves in terms of driving prices and profitability down in the industry. The 

bargaining power of buyers, on the other hand, is concerned about how powerful buyers 

are able to put increasing pressure on prices and demanding higher quality, hence driving 

up the costs in the industry (Porter, 2008).  

The threat of substitutes looks at the threat of potential substitute to the product. 

According to Porter: “a substitute performs the same or a similar function as an industry’s 

product by a different means” (Porter, 2008:84). A threat of substitution will always be 

present in an industry but may be easy to overlook because industries differ one to 

another. However, when the threat of substitutes is high in a given industry, the profit 

margins tend to decrease and thus be lower (Ibid). 

“Rivalry is especially destructive to profitability if it gravitates solely to price because price 

competition transfers profits directly from an industry to its customers” (Porter, 2008: 85). 

The rivalry among existing competitors reflects on the overall degree of competition 

within an industry. The intensity of competition is greatest if competitors are similar or 

equal in size and power. However, in such cases, the industry growth tends to be slow as 

incumbent firms compete and fight for market shares (Porter, 2008).  

Lastly the Five Forces Model has also been criticized. Despite we employ Porter ś in this 

thesis in order to assess the entry barriers and to examine the underlying competition 

within the furniture industry in the selected countries; the model also has its limitations. 

According to Dälken (2014), the Five Forces Model has been criticized to take a very static 
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approach to the market conditions and not acknowledges that dynamics within the 

market can change very rapidly and over time. Thus, the model is criticized to be limited 

in terms of providing snapshots rather than taking the time perspective into 

consideration (Dälken, 2014).  

3.7. Summary  

Until now, this initial theoretical section of the literature review has put emphasis on the 

IB literature and the strategic aspect of why and how firms engage in cross-border 

operations, ranging from an arm’s length to a more hierarchy-based entry. We have 

learned that companies engage foreign direct investments activities to take advantage of 

exploiting and transferring their specific assets from the home country. Companies are 

likely to small incremental steps towards internationalization due to path dependency to 

minimise their risk and to test the market. Moreover, we have learned that companies 

decide to internalise in order to minimise transactions cost in the market. Further, we 

have learned that companies are able to leverage from their own internal resources in 

order to attain competitive advantages and that the companies on existing resources and 

capabilities in terms of drawing on past experiences to ease the process of entering or 

dealing with new markets. Finally, we have learned that these companies exist due 

transfer of both tacit and explicit knowledge. In order to get a broader perspective on the 

factors that might influence an entrance, we now move forward to address the theories 

within emerging market (EM) literature.  

3.8. Emerging Market Theories 

Emerging market literature has shed light on the economic changes since the 70s as many 

multinational companies from developed countries, especially US-based firms, have 

experienced difficulties in coping in a foreign market when they entered emerging and 

developing countries. In the beginning, the theories within EM literature have focused on 

analyzing the motives of companies’ internationalization. The inside-out perspective 

theories, such as the resource-based view and Hymer’s theory, stressed the multinational 

companies’ competitive capabilities and resources rather than the emerging and 

developing markets themselves (Sakarya et al., 2007). However, as these inside-out 

perspectives have a fundamental deficit, these theories cannot explain how external 

factors also have an influence on companies’ expansion and strategies. In this regard, 



 

33 

 

outside-in theories such as the institutional theory or contingency theory received 

attention to supplement the inside-out perspectives. Dunning’s eclectic paradigm, for 

instance, highlights that companies’ decision on entry strategy or expansion is dependent 

on the nature of the market opportunity, firms’ resource, and managerial philosophy 

(Sakarya et al., 2007). The fundamental basis for the different internationalization 

theories is the information about the emerging market such as macro indices to evaluate 

the market opportunities, barriers, and attractiveness. 

In this regard, the initial focus of the emerging market focused on differences between 

the developing countries and the developed countries. In developing countries, growing 

and liberalizing in Asia and Latin America were considered homogeneous markets in the 

early 1980s as there was no clear definition for the emerging market (Hoskisson et al., 

2000). In the beginning, the developing countries were considered newly industrializing 

countries. After the collapse of Communism, countries experienced a transition from 

communism to liberalization by adopting a market economic system and democracy. 

These former Communist nations were also considered a new group of emerging markets 

as countries in transition had high potential for growth (Hoskisson et al. 2000). As the 

group of emerging markets enlarged, scholars have defined the emerging market in 

different ways.     

The definition of an emerging market is broad and depends on its classification. Arnold 

and Quelch (1998:8) classify emerging market three ways by using different indices: 1) 

by GDP per Capita, 2) by GDP growth rate, and 3) the system of market governance. 

Depending on GDP per Capita informed by the World Bank, the emerging market can be 

grouped into low, lower middle, upper middle, and high. Arnold and Quelch (1998) state 

that many emerging markets belong to lower middle and upper middle groups. The 

second definition of an emerging market is one that experiences an annual economic 

growth rate of more than 5 %, which means emerging markets are countries that have 

the potential for growth. The last criterion is the market economy. The emerging market 

can be defined as a country that has transformed its economic system into the liberal 

market system; thus, there are political and economic risks due to unstable institutions 

(Arnold & Quelch, 1998).  
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Hoskisson et al. (2000:249) indicate that “emerging economies are low-income, rapid-

growth countries using economic liberalization as their primary engine of growth. They 

fall into two groups: developing countries and transition economies.” According to 

Hoskisson et al.’s (2000) definition, developing countries have growing economies and 

consumers. Thus, we follow Hoskisson et al.’s (2000) definition regarding the developing 

countries and emerging markets. 

3.8.1 Market assessment  

The former market assessment theories cover macro-level indicators such as population, 

GDP, and economic and political system to screen emerging and developing markets for 

expansion. General market assessment for expansion follows the process from screening, 

identification/in-depth screening, and final selection (Arnold and Quelch, 1998, Sakarya 

et al., 2007). Arnold and Quelch (1998) suggest ‘A nested Framework for assessing 

emerging markets’ (View the Appendix 2). The traditional market assessment model 

considers political and economic risks in the early stage of the decision-making process, 

even before considering the potential of demands (Arnold and Quelch, 1998). The two 

scholars state that the early stage should be the decision to ‘go or no go’ rather than 

assessing risks of the candidacy of countries. Thus, customized long-term market 

assessment is required to evaluate the demand potential. The first step of the nested 

framework is predicting market potential by calculating macroeconomic indices. By 

doing so, companies can compare the demand potential of different emerging markets 

and screen out some of them. In order to evaluate profitable countries, purchasing power 

parity index, which represents the income level, is used to evaluate economic 

development levels of emerging markets by comparing them with the developed-

countries’ average economic development level. 

After deciding whether to ‘go or no go’ based on macro-level indices, an analysis for 

customer segments is conducted as an in-depth screening. Khanna and Palepu (2006) 

suggest four different customer segments of the emerging market. The customers in an 

emerging market vary from the level of income or societal status. Generally, the majority 

of customers in an emerging country are considered the Bottom of the Pyramid segment, 

the fourth tier, who earn the lowest income and can only afford the most inexpensive 

goods and services. The third tier is the local segment who consumes locally adapted 
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goods and services with an affordable price. The second tier is called ‘glocal’, which 

consists of customers who desire global standard goods and services with local adjusted 

features at less expensive prices than the global ones. The first tier is global customers 

who can afford the global standard quality products and services from developed 

countries (Khanna and Palepu, 2006). 

As cultures differ from country to country, cultural dimension is considered one of the 

tools for the assessment and analysis of the customers of the emerging market. Hofstede’s 

model is the representative model for assessment. However, Hofstede’s framework 

shows when countries have similarities in culture, companies that are willing to enter the 

emerging markets can reduce the cultural risks by choosing culturally similar markets or 

setting up adjusted strategies based on the scores (Hofstede, 2011). For example, Asian 

countries tend to get high scores in collectivism and restrained dimensions, whereas 

developed countries, such as European countries, score high in dimension of 

individualism and long-term orientation (Hofstede, 2011).  

Rather than approaching step by step with different frameworks, Sakarya et al. (2007) 

suggest a long-term market assessment framework that considers mentioned 

dimensions at the same time. Sakarya et al. (2007) criticize that the traditional market 

assessment with macro variables, such as Gross Domestic Products or Gross National 

Income or GDP growth rates, are only utilized during the screening process in order to 

decide a new market for expansion. They claim that the traditional model is limited to 

prospect or explain long-term potential of emerging markets because the assessment 

relies on static secondary data and focuses on the go-no-go approach. In this regard, 

Sakarya et al. (2007) suggest that the future market potential calculated by GDP and 

population, the cultural distance between emerging markets and the home country based 

on Hofstede’s model, competitive strength of the specific industry following the Porter’s 

industry-based view, and customer receptiveness to the foreign products need to be 

considered as new assessment variables to complement the traditional model. By 

implementing the new assessment, a firm analyzes both short-term and long-term 

potential of emerging markets and set entry or operation strategies (Sakarya et al., 2007).  
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3.8.2 Institutional-Based View 

The point of departure of the institution-based view is due to the drawback of the 

industry-based view (Porter’s five forces) and the resource-based (Barney) (Peng et al., 

2009). The two theoretical frameworks concentrate on the internal context rather than 

the external one. The resource-based view covers a firm’s internal value of resources, 

which can be interpreted in a different way in accordance with contexts. The long-lasting 

criticism leads to the conclusion “Institutions matter.” In order to analyze how 

institutions matter in strategy, results have been put into the attention to new 

institutionalism throughout social science (Peng et al., 2009).   

North (1990:3) states “institutions are the rules of game in a society or more precisely, 

humanly devised constraints that shape human actions…. And an institutional framework 

as the set of fundamental political, social and legal ground rules that established the basis 

for production, exchange and distribution.” The institutions consist of formal and informal 

institutions. Formal institutions are constitutions, economic contracts, and political rules 

whereas informal institutions involve culture, traditions, and norms that are embedded 

in people’s lives. As institutions are an external environment for companies, Scott (2013) 

explains how institutions affect a company’s strategies. Scott (2013) classifies 

institutions into coercive, normative, and cognitive pillars. The coercive pillar is formal 

regulations, the normative pillar is social norms or culture, and the cognitive pillar is the 

tendency of imitating each other. Scott’s (2013) institutional classification is in line with 

the North’s (1990) idea. Thus, in order to adapt to the local context or to be a competitive 

player within the market, it is fundamental to analyze institutions. (View Appendix 3) 

Further, Helmke and Levitsky (2004) state that there is no clear cut for the formal and 

informal institutions because informal institutions have an influence on the result of the 

formal institutions due to underlying societal norms. Helmke and Levitsky (2004) classify 

informal institutions as closely related to culture and norms, but it may difficult to find a 

clear-cut definition. Moreover, Ha Joon Jang (2014) claims that the evaluations of good or 

bad and effective and ineffective emerging markets’ institutions are on the basis of the 

Western perspective. Thus, in this paper, rather than analyzing each criteria of 

institutions in order to find similarities among three case countries, the notion of formal 
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and information institutions will be used as umbrella terms following North’s concept 

and definition.  

 As Scott (2013) indicates, institutions reduce uncertainty for companies, since formal 

and informal institutions guide companies to adapt to the local context. Meyer and Tran 

(2006:5) claim that “Creative designs of entry modes allow MNEs to accommodate their 

own needs and the peculiarities of the host environment.” Thus, in order to adapt to the 

local context or to be a competitive player within the emerging markets, it is fundamental 

to analyze institutions. 

The institutional literatures shed lights on the emerging markets’ institutions due to 

“institutions matter.” Peng (2003) claims that institutions undergo change in line with 

transition of society. Generally, the initial stage of emerging markets’ lack of formal 

institutions is owed to weak and unstable political, economic, and legislative systems. 

Thus, informal institutions such as trust relationship, traditions, or norms are more 

reliable and powerful. However, through development, the trust relationship mechanism 

transits to rule-based mechanism, with which formal institutions govern society (Peng, 

2003: 277-283). In this regard, companies’ strategies are alongside with the transition 

process and the context which emphasizes ‘strategic fit.’ 

However, institutional theory is criticized due to the lack of consideration of firms’ 

internal resources and capabilities. Moreover, the institutional theory assumes that firms 

in the same institutional context may pursue similar strategies to overcome barriers, but 

firms implement different strategies in accordance with the environment of the industry 

as well as the size of the company, rivals, and resources. Even though the institutional 

theory has these deficits, it provides insights about strategic fits by supplementing the 

resource-based view and the industry theory. Given that institutions matter, the 

institutional framework will give us a blueprint to find similarities among the three case 

countries.  

3.9. Strategic Fit 

For companies, capabilities and resources are important as well as external 

environments, which are crucial for decision-making for the entry modes and the 

operations strategies. Only the one-side perspective may lead to failure or difficulties to 
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adapt to a local market. To supplement the limits of both the inside-out and outside-in 

perspective, the strategic-fit claims that the company needs to consider both inside-out 

and outside-in perspectives to implement strategies. The strategic-fit concept sheds light 

on the choices of entry modes and the operation strategies in accordance with external 

factors such as institutions or policies and internal factors, for example, resources and 

capabilities. 

Peng et al. (2009) suggest the ‘tripod theory’ as an overall framework for strategic choices. 

The external factors represented by the institutions, which is considered as a background, 

can supplement the deficiencies of the resource-based view and the industry-based view 

to understand deeply the surroundings of the entry modes and operations strategies. By 

emphasizing the institutional theory as the third leg, Peng et al. (2009) claim that 

International Business studies can provide enriched answers for ‘why do firms differ?’, 

‘How do firms behave?’, ‘What determines the scope of the firm?’, and ‘What determines 

the success and the failure of firms around the globe?’ Even though Peng et al.’s (2009) 

tripod theory focuses more on the importance of the institutional theory, the tripod 

concept provides an insight on the strategic-fit.   

Figure 3 - The Institution-Based View: A Third Leg of the Strategy Tripod 

  

Source:  Peng (2009)  

As the decisions on the entry modes are interdependent on the operation strategies, it is 

fundamental to analyze external and internal factors to integrate value-chain activities. 

Luo (2007) introduces ‘strategic insider’, which is in the same line of the strategic fit, to 

analyze the multinational companies adapting to the Chinese market. Meyer & Peng 

(2016) suggest the ‘jigsaw puzzle’ concept to state that all strategies choices are linked to 

each other as a jigsaw puzzle.  
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3.10. Branding & Market Positioning  

As mentioned before, Meyer and Peng (2016)’s analysis has revealed that a firm’s 

globalization strategy for entry mode depends on strategic considerations other than the 

motivation for entering. As they write, “When designing an entry strategy MNEs generally 

have to consider HRM, Logistics, Location, Timing, Marketing, Ownership and Greenfield or 

Acquisitions together, ensuring a good fit between the different elements of the strategy – 

like a Jigsaw puzzle.” Their findings show that the biggest obstacle for globalized 

companies is insufficient knowledge on the host country, thus making a desire to reduce 

uncertainty the motivation of the choice of entry mode (Mayer and Thaijongrak, 2013). 

Meyer and Tran (2006) have distinguished the differences between the three entry mode 

strategies: global branding strategy, local branding strategy, and multi-tier branding 

strategy. The global branding strategy is related to market segmentation. This means that 

companies enter the market and try to capture premium segmentation in order to 

achieve high margins. In order to do this, it is critical that companies have a good 

reputation and a position as a global brand in the “high end market.” Therefore, if a 

company wants to use the global branding strategy, it may choose to break into the 

market through licensing or exports rather than through direct investments.  

Local branding strategy relies on economies and volumes of scale, as its aim is to serve 

the mass market. This strategy is focused on cost efficiency and local adjustments. The 

local branding strategy is ideal for when the host country has many low-income 

consumers who favour local products, has little media presence, and has high 

transportation costs. Multinational companies using this strategy often find local 

partners to reduce distribution costs and lessen the “uncertainty of foreignness” they 

present. 

Multi-tier strategy is a mixture of global and local branding strategies. The strategy entails 

using the company’s global reputation to reach high-end consumers while developing 

local brands for price conscious consumers. The strategy requires companies to both 

establish strong relationships with local partners and also focus on internal competitive 

capabilities such as marketing, distribution channels, and resources (Meyer & Tran, 

2006).  
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In addition, Meyer also elaborates on the supportive relationship between entry 

operation strategies and entry modes. He focuses on three aspects of operation strategies: 

marketing, human resources, and logistics. 

3.10.1 Semi-Global Strategy 

Marketing literature for the emerging markets develops in accordance with the 

internationalization study. Johannson and Vahlne (1977) found that global firms expand 

following the Uppsala model that firms enter a neighbour country first and expand 

gradually. In accordance with the Internationalization theory, Douglas and Craig (2011) 

suggest a sequential decision-making process of marketing that follows initial market 

entry, local market expansion, and global market rationalization by examining U.S. MNCs 

(Douglas and Craig, 2011:84). The two scholars identify that the initial entry phase is 

focused on screening in order to decide where to enter, how to enter and when to enter. 

After the initial stage, the company expands the market within the country by introducing 

new products or services that are tailored to target specific segment and meet demands. 

The last stage, global rationalization, is coordinating the accumulated experiences gained 

from each country to achieve substantial synergies globally. In this stage, integration in 

the value chain, HR, production, and branding strategies are fundamental to achieve scale 

efficiencies in production and marketing.  

However, as firms do not always expand step by step or gradually as the Uppsala model 

states, the traditional marketing process model needs amendment. Moreover, since the 

three stages are developed on the basis of the Western companies and Western countries, 

there are critics claiming that developing a new approach is necessary to fit the emerging 

markets (Douglas & Craig, 2011:85). In this regard, Douglas & Craig (2011) develop the 

semi-global marketing strategy, which states that “the MNC must be able to focus on 

multiple goals simultaneously in different markets throughout the world (p. 86).” Since 

the emerging markets should not be considered as the same as the homogeneous markets, 

Douglas & Craig (2011) identify three detailed market segments; 1) large emerging-

market countries representative by China, India and Brazil, 2) second-tier markets such 

as Malaysia, Korea and other the Next 11, and 3) large rural-markets within the large 

emerging-market countries. In order to capture the emerging market, MNCs have to 

adapt to the local requirements and utilize different strategies. “MNCs needs to determine 
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the geographic scope of operations in both established markets and a range of different 

emerging markets” (Douglas & Craig, 2011:87) 

Douglas & Craig’s semi-global strategies claim the importance of giving autonomy to local 

adjustment to achieve success not only sales but also being the dominant player within 

the fierce competition. Moreover, in terms of local adjustment, the model may be 

considered in the same line with ‘Jigsaw Puzzle Strategy’ and Meyer & Tran (2006)’s 

branding strategy. 

3.11. Strategic Insider 

Luo (2007) claims that MNCs have a wealth of knowledge beyond the foreign investors 

who lack the local knowledge or strategies and aim only sales with standardized products 

and service by examining MNCs in China. Luo (2007) states that MNCs shift their status 

from investors to the strategic insiders who consider local adjustments as fundamental 

to success within the competition with not only globalized companies but also local firms. 

Luo (2007) identifies the reasons for the shift of MNCs’ status. Due to the growth of the 

middle-income class, deregulations and the growth of local firms, the competition has 

become fierce. Moreover, as the portion of the middle-income class increases, the target 

of the MNCs shifts from the niche market to the massive market. In accordance with 

urbanization, the MNCs markets expand. According to Luo (2007), to survive in the fierce 

competition, taking advantage of economic scales can be one strategic choice. In addition, 

as the local government policies and regulations/deregulations have an impact on MNC’s 

activities, the MNCs revise their strategies from the national level to the regional level. 

Luo (2007) states the adjustment activity is the adaptive diversification. The two 

concepts are similar, but the adaptive diversification is “tailoring, branding, dominating 

and volume building, and reinvesting and diversifying coordinated by the headquarter 

(Luo, 2007:25)”. In this regard, not only adjustment for local demands but also national 

level or global level integration and value chain configuration need to be considered to 

be strategic insiders. 

Luo (2007) emphasizes to implement strategic-fit plans to compete well and to be a 

dominant player in accordance with the changes in business environment. However, in 

order to design or implement strategic-fit plans, examining the internal resources and 

social risks are fundamental (Luo, 2007). In this regard, we expand our scope for the 
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‘strategic-fit’ by adapting Peng’s tripod theory to cover internal factors (RBV), and 

external factors (IBV and the institutional theory) as our umbrella theoretical framework.  

3.12. Replication Strategy 

The replication strategy in literature is considered a growth theory developed by Winter 

and Szulanski (2001) and some international business theories (Jonsson and Foss, 2011). 

Jonsson and Foss (2011) claim that all multinational companies have characteristics of 

replication to some extent as firms replicate some features of standard operating 

procedures by deploying intangible assets and transferring knowledge. However, the 

international business literature does not pay that much attention to the replication 

strategy; thus, there is little knowledge about what kinds of value-chain activities 

replicate, how much autonomy of subsidiary for localization is allowed when the 

company replicate, and whether the company can benefit from the replication.  

Rather than a theoretical approach, the studies for replication strategy are based on case 

studies (Jonsson and Foss, 2011). A study for Franchising, especially McDonald, found a 

main pillar of the replication strategy (Winter & Szulanski, 2001). The franchising follows 

the global standard as a manual, which is already given; however, the local store has 

autonomy for localization, such as choices of menu, marketing strategy, and other value 

chain activities. Winter and Szulanski (2001: 661) indicate “Replication entails the 

creation and operation of a large number of similar outlets that deliver a product or 

perform a service.”  

The replication strategy can be considered the mixture of standardization and flexibility 

in localization. Jonsson and Foss (2011) classify the approaches for the replication 

strategy into 1) replicating organization, 2) the replication-as-strategy, 3) learning and 

the internationalization process, and 4) learning-based internationalization and 

expansion through replication. The replicating organization and the replication-as-

strategy are similarly related to each other since in order to implement the replication 

strategy, the organization must decide the level of replication. The learning and the 

internationalization process and the internationalization and expansion through 

replication are on the basis on knowledge transfer from Head Quarter to Subsidiaries or 

vice-versa and subsidiaries to subsidiaries. Even though the replication strategy is 
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involved in the Uppsala model, which claims the incremental expansion and knowledge-

based view that states knowledge is a competitive resource for companies, the most 

significant distinction between both theories is the flexibility of subsidiaries for decision-

making and implementation.  

Further, Winter and Szulanski (2001) claim that the replication strategy refers to the 

creation and operation of similar outlets, which is similar to the McDonalds Approach 

that performs service under the global brand name and standards, but also allows local 

responsiveness. In the same line with two main scholars, Jonsson and Foss (2011: 1080) 

state that “Replication conventionally denotes the creation of highly similar sales outlets 

that deliver a typically uniform product or service.” 

Bartlett & Ghoshal (1989) suggest that companies can replicate their home market 

strategies through internationalization as standard operating business procedures or 

other economic activities of subsidiaries are transferred from the home market. Winter 

& Szulanski (2001) explain that the replication strategy consists of an explorative stage 

followed by exploitative stage, and the concept of Arrow Core which has an impact on the 

replication strategy. Arrow Core is the replicable and fundamental features of a business 

model applying to the exploitative stage. However, the information of the Arrow Core is 

not clearly defined since companies cannot exactly figure out what their Arrow care is as 

the Arrow Core is unchangeable during the exploitative stage (Jonsson and Foss, 2011). 

Jonsson and Foss (2011) denote it as the reproducible attributes of the business model, 

the organization’s resources and capabilities such as decision making, and the local 

environment research and responsiveness. In order to specify the Arrow Core of the 

company, the replicator has to answer the question: “what, how, and where should the 

replicator be trying to replicate? (Winter & Szulanski, 2001:733)” By doing so, companies 

can figure out what kind of activities or resources should be replicated or transferred. 

However, the replication strategy should be considered beyond duplication (Winter & 

Szulanski, 2001; Jonsson & Foss, 2011). The replication strategy is contingent on the 

environment of the local market where the company plans to enter, which means the 

company not only transfers the standardized strategies but also responds to the external 

factors and adjusts their strategies. The difference between the replication strategy and 

the localization is that the adjustment responding to the local market occurs before the 
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Arrow Core is defined; thus, after explorative stage of the replication, the adjustment and 

the global format combine together as the fixed format. In this regard, any revisions are 

considered ineffective and inefficient (Jonsson & Foss, 2011: 1081; Winter & Szulanski, 

2001). The localization guarantees any autonomy for adjustment after a company already 

sets their strategy.  

Jonsson and Foss (2011) criticize this characteristic of the replication strategy, which 

Winter & Szulanski (2001) indicate that the fixed format cannot be changed. Jonsson and 

Foss (2011) examined IKEA’s replication strategy and found the third stage called flexible 

replication. The initial replication strategy suggested by Winter & Szulanski (2001) only 

covers the explorative internationalization and rigid replication represented by 

McDonald’s approach. However, the IKEA case shows that a company can adjust itself 

into the local environment by learning through doing process rather than sticking to the 

fixed Arrow Core (Jonsson & Foss, 2011, p.1094). Even though the company replicates 

the same concepts and procedures, they revise value chain activities such as marketing, 

human resource management, or product line-up. Moreover, incremental experiences in 

the local market give the subsidiary opportunities to revise their format of operation 

strategies (Josson & Foss, 2011:1094-1096). In this regard, they suggest the flexible 

replication strategy.  

 We follow the concept of the replication strategy suggested by Jonsson and Foss (2011) 

as Southeast Asia region cannot be considered as a single homogeneous market. 

Moreover, the company already entered many different countries with adjusted 

strategies. Thus, Jonsson and Foss’ (2011) extended replication framework will help to 

suggest Carl Hansen & Søn’s replication strategy. 
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3.14. Proposing an analytical framework 

As pointed out in the literature review, to assess how and whether Carl Hansen & Søn can 

benefit from a replication strategy in order to enter Chinese and Malaysian market is in line 

with designing an appropriate entry strategy. Thus, the analysis takes its point of departure 

in following the logic behind our supporting questions. First of all, why and where Carl 

Hansen & Søn should enter China and Malaysia, and lastly how to enter these two markets 

by determining the right entry mode in relation to the choice of the level of engagement and 

commitment as well as market positioning based on the examination of external and 

internal variables to the company.  

Table 1 - Analytical Framework 

 

Source: Own production 
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As highlighted in the sections of our methodology and most recent in the literature, the 

external and internal factors are fundamental aspects that have an impact on a Carl 

Hansen & Søn’s “Strategic Fit”. Thus, by applying the knowledge acquired from the EM 

and IB literature, we propose an analytical framework that addresses the external and 

internal variables that might have an influence on Carl Hansen & Søn’s entrance in the 

region of East and Southeast Asia. 

As indicated in the methodology and literature review sections, external and internal 

factors are fundamental aspects that have an impact on Carl Hansen & Søn’s strategic-fit. 

In order to 1) analyze whether Carl Hansen & Søn can benefit from the replication 

strategy, and 2) decide where, why, and how to enter the entry modes and operations 

strategies, all stated literatures must be integrated in the name of the analytical 

framework. 

Since companies’ entry mode and operations strategies are chosen and implemented by 

considering companies’ resources and capabilities, evaluating the environment of the 

local market and the industry, and integrating global operations, ‘Strategic-fit’ is our main 

framework. Among strategic-fit theories, Peng et al. (2006)’s tripod theory that 

emphasizes the institutional perspective and the replication strategy suggested by 

Jonsson and Foss (2011) are the key studies to which to frame our analysis. 

In the theoretical review, the starting point of going abroad starts from analysis on a 

company’s resources and capabilities. The RBV claims that the motive of 

internationalization is to gain a company’s resources and capabilities, through which Carl 

Hansen & Søn would become a dominant player in a new market. Moreover, a company’s 

knowledge affects the firm’s internationalization. The resources, capabilities, and 

knowledge of the firm have influence on not only the motive of the internationalization 

but also the choice of the entry mode. In other words, the entry mode is determined by 

timing, commitment, marketing, and operations strategies (Meyer and Peng, Jigsaw 

Puzzle Strategy). Likewise, as the company’s internal factors are associated with the 

choice of the entry mode, identifying Carl Hansen & Søn ’s resources and capabilities, the 

company can then assess opportunities and constraints for expanding to South and East 

Asia. In addition, by analyzing the Carl Hansen & Søn’s operation strategies of the 

Japanese market, the company can replicate the same entry mode.   
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However, the internal analysis, RBV, and KBV cannot provide the blueprint of the entry 

mode or the operation strategy as the external environment continually changes and 

differs among countries. Moreover, the developing countries and emerging markets are 

not homogenous, and a company has to adjust its home-market strategies through 

analyzing the external factors that are fundamental to deciding the entry mode and 

operation strategies. The starting point of the external factor analysis is screening the 

developing countries and emerging markets.  

Thus, the external factors in terms of market, industry and competition, institutions and 

internal factors relating to the company’s resources and capabilities have been chosen to 

take a strategic approach to the company’s internationalization.  

 

4. Carl Hansen & Søn - A Corporate Overview  

This chapter presents a business profile of Carl Hansen & Søn by addressing and examining 

the financial and strategic overview as well as presenting the product portfolio and 

development of the company. Moreover, this chapter provides a snapshot of Carl Hansen & 

Søn ś mission and vision, to be elaborated upon in relation to the choice of entry in East and 

Southeast Asia.   

4.1. Company profile   

“Timeless beauty, comfort, craftsmanship, and sustainability are so deeply ingrained in all 

our furniture works that only sight and touch are required to understand and fall in love 

with them” (Knud Erik Hansen, CEO). Carl Hansen & Søn is a family-owned business that 

was founded in 1908 when Danish cabinetmaker Carl Hansen opened a small furniture 

workshop in Funen, Denmark. The company's successful development has since been 

built on two core values: “uncompromising passion for quality craftsmanship and 

collaboration with outstanding designers who constantly innovate and refine modern 

design” (Carl Hansen & Søn, 2019).    

In 2002, Carl Hansen’s grandson, Knud Erik Hansen, took over the family business as the 

third-generation owner. Since then, Knud Erik Hansen has managed to expand the 

company ś international presence significantly. Today, the iconic furniture manufactured 
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by Carl Hansen & Søn is sold worldwide with flagship stores and showrooms located in 

New York, San Francisco, Tokyo, Osaka, London, Milan, Stockholm, Oslo, and Copenhagen, 

and with sales companies in the US, Japan, and Hong Kong. (View Appendix 4)  

Although major changes over the past 100 years have occurred, Carl Hansen & Søn has 

maintained a constant focus on creating world-class design. The company’s production is 

firmly rooted in Gelsted on Funen, where the manufacturing of the high-quality furniture 

takes place. The company uses a combination of traditional techniques and new 

technologies to create timeless and modern designs that last for generations. From start 

to end of the manufacturing process, the company is guided by honest and sustainable 

principles that protect the proud heritage of the founders and designers (Carl Hansen & 

Søn, 2019).  

4.2. Financial performance and strategic overview  

The financial highlights for the Group, Carl Hansen & Søn Holding A/S, clearly show a 

company which has been growing rapidly within the previous five years. As figure in 

Appendix 4 illustrates, the total revenue for the group was DKK 628.244 million in 2018, 

which is 130.849 million more compared to the total revenue in 2017, which was DKK 

497.395 million. 

According to the company's last financial statements for the group in 2018, the group has 

achieved a growth rate of approximately 26 per cent. Most of this growth was generated 

in markets in North America, Southern Europe and Asia-Pacific, where all of these 

markets grew more than 30 per cent. The Danish market accounts for 30 per cent of the 

total revenue and is still the largest market; hence, the company is highly dependent on 

its home market. The figure in Appendix 5 shows the group chart of Carl Hansen & Søn or 

how the company constituted organizationally (Annual Report, 2018, Carl Hansen & Søn 

Holding A/S, view Appendix 5). 

It is clear from the economic key figures that Carl Hansen & Søn is a well-consolidated 

company with a total equity of DKK 100 million and with rapid growth in the past five 

years as well. The increase in total revenue has been continuous, and the revenue has 

almost doubled in the previous five years. Looking at the bottom line (net profit), the 

company has earned more than DKK 60 million in the last five years.  
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Some of these earnings have been spent on new production facilities and product 

development. In 2017, the company decided that all products should be assembled in one 

location and thus moved the production from Aaarup to Gelsted (Annual Report, 2017, 

Carl Hansen & Søn Holding A/S). 

In this regard, Carl Hansen & Søn has recently invested DKK 48,6 million, a large amount 

of this money being invested in buildings, production and machinery in the new 

production facilities in Gelsted in order to support future growth. The company expects 

to invest further DKK 22 million to support production in 2019, and DKK 3-4 million has 

been capitalized each year in the previous two years (2017-2018) to develop new models. 

However, the company strives to develop four to six new products annually, and a 

development process typically takes six to twelve months before the products are 

introduced on the market. The production portfolio and development are outlined within 

the next sections in this chapter (Annual Report, 2017, 2018, Carl Hansen & Søn Holding 

A/S). Apart from large investments made in buildings and production facilities, the group 

has invested in establishing subsidiaries on foreign markets, which the figure depicted on 

the Appendix 6 (Ibid). 

4.3. Mission & Vision  

“Dedication to working with the best designers and materials has always been a 

fundamental to Carl Hansen & Søn, as our commitment to honoring designers’ original ideas” 

(Carl Hansen & Søn, 2019).  

As outlined above, Carl Hansen & Søn has always had the mission of working with the 

best designers and materials and to respect their original ideas. The company believes 

that fantastic design and sustainable production go hand in hand. Some of these 

principles are embedded in the work of the designers and all processes at the factories. 

Carl Hansen & Søn strives to create a healthy and safe working environment for its 

employees, and the company only use responsibly purchased and safe materials in order 

to protect customers while also paying attention to the environment.   

The company is constantly working to improve production techniques, logistics, and sales 

methods to protect the environment and the world’s resources. Thus, the company has 

invested in an advanced energy-efficient equipment and has set annual targets for energy 
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consumption in production. Moreover, Carl Hansen & Søn buys its wood from sustainable 

forestry and responsible sawmills, suppliers that the company has worked with for many 

years. Most of the wood is used, and the few residues are left for recycling.  

Throughout the years, Carl Hansen & Søn has maintained its great focus on Danish design 

classics while, at the same time, expanding its product portfolio by welcoming new 

influential designers. One of the company’s core visions has been to bring together the 

best, most iconic, and modern furniture designs under one roof (Carl Hansen & Søn, 

2019).  

4.4. Product Portfolio & Product Development 

“When you choose a Carl Hansen & Søn product, you gain more than just a piece of furniture. 

You become part of a proud tradition of distinctive and beautiful craftsmanship, where 

nothing has been left to chance”. (Carl Hansen & Søn, 2019). Carl Hansen & Søn produces 

a wide range of furniture, covering a collection of different chairs, tables, and 

sofas/daybeds from iconic and famous designers such as Hans J. Wegner, Kaare Klint, 

Mogens Koch, Poul Kjæ rholm, Arne Jacobsen, and Børge Mogensen.  

Throughout the years, production and development has been influenced 

by a long-term relationship with Hans J. Wegner. This collaboration has 

roots back to 1949 when Carl Hansen's son, Holger Hansen, decided to 

invite the designer to a collaboration. Wegner said yes and created a 

famous series of chairs, including the iconic Wishbone Chair. The 

collaboration on this project and the many that followed show what is possible to achieve 

when unprecedented design and uncompromising production go hand in hand. 

Moreover, in the 1950s Hans J. Wegner was one of the main actors behind the design 

movement of Danish Modern's international success. Wegner has over time become Carl 

Hansen & Søn's best-selling designer and his design remains as a big part of the 

company's DNA. (Carl Hansen & Søn, 2019).  

4.5. Summary  

This chapter has outlined the business profile of Carl Hansen & Søn by addressing and 

examining the company’s financial situation and growth focus. Moreover, this chapter has 

presented the product portfolio, development, and the mission and vision of company to 
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paint a broader picture of the company. This provides a better understanding of the 

operation behind the company and the resources and capabilities that Carl Hansen & Søn 

possess. Moreover, it has become clear that as a family-owned company, Carl Hansen & 

Søn strives to follow some of the principles and core values since its founding in 1908 in 

order to meet high quality requirements. 

Furthermore, when it comes to the company’s product portfolio and product 

development, it has become clear that Carl Hansen & Søn’s production and development 

has been highly dependent on the right to manufacturer the furniture and famous design 

classics by Hans J. Wegner to maintain the company’s DNA.  However, although the 

furniture and design by Hans J. Wegner have played an important role for the company 

in terms of generating sales in and outside of Denmark, it seems to be obvious that the 

company’s mission and vision of working with a large portfolio of different designers 

have been necessary to avoid some dependency on Hans J. Wegner’s work and design, 

and to meet the vision of bringing together the best and most iconic furniture classics 

under one roof. Thus, the company has become more competitive. 

Concerning the company’s financial situation, it has become evident by assessing and 

analysing the annual reports that Carl Hansen & Søn has experienced a rapid growth in 

the last five years, and that the company possess a large degree of internal capabilities 

and financial resources to undertake further expansion. However, as illustrated in our 

table (View Appendix 4) with the company’s key economic figures, the revenue and the 

net earnings have continuously increased in the recent years, and some of these financial 

resources have been invested in increasing efficiency in production facilities, which might 

help the company to meet the growing demand in and outside of Denmark. Furthermore, 

these resources allow the company to strategically secure and enable them to take the 

next step towards international expansion, which will be elaborated later in relation to 

the choice of entry in East and Southeast Asia.  
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5. The Furniture Industry in Japan, China, and Malaysia 

This chapter provides a market and industry overview of the furniture industry in East and 

Southeast Asia. Furthermore, this chapter takes its point of departure in undertaking a 

general industry analysis by assessing the rivalry of strong home market competitors that 

are present in East and Southeast Asia, thus compete within the same niche segment of 

Danish design classics. Second, this chapter provides a market and industry analysis of Japan, 

China, and Malaysia. Here, Porter Five Forces is applied in order to analyse the underlying 

competition within the furniture industry in East and Southeast Asia. Understanding the 

rivalry and overall competition within the industry is necessary in order to assess entry 

barriers, long term profitability potential, and future market positioning. Lastly, the rivalry 

and underlying competition are compared within the three selected countries. 

5.1. General Industry Analysis 

Porter indicates that there are five forces that shape the industry and are crucial for the 

long-term profitability potential. However, when a company needs to assess a long-term 

potential of the foreign market, it is essential to consider the opportunities or risks within 

the industry to secure profitability. The five forces determine an industry structure and 

indicate the degree of competition. In this regard, the industry analysis does not only 

show the threats and the level of competition, but it also provides insights for the 

company to compete with effective strategic positioning (Porter, 2008).  

5.1.1. Industry Analysis 

5.1.1.1. Rivals among existing Firms 

Rivals have similar characteristics such as price, marketing strategies, and products or 

service. High rivalry leads to limits in profitability if the competition is a zero-sum game; 

however, sometimes the competition increases the profitability of an industry when 

competitors target different segments with different price, products or services, and 

brand identities (Porter, 2008).  

As the furniture industry is fragmented from a low-price market to a high-price market, 

the competition increases the volume of the furniture industry. When it comes to the 

design furniture market, even though the price level or the function of the products is 
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similar, companies aim for different design concepts, so positive sum competition is 

expected. It is hard to define the exact competitors for Carl Hansen & Søn due to different 

design concepts and history. Yet, by considering market segment and customers’ 

purchasing power, it becomes evident that Fritz Hansen and PP Furniture or other luxury 

designed companies are rivals. Competition within the industry is intensive. Fritz Hansen 

and other designed furniture companies struggle to be a dominant player in the market. 

For instance, Fritz Hansen takes advantage of economies of scales with a variety of 

product lines. Thus, the rivalry among existing competitors is high, so positioning as a 

competitive player is key to becoming a dominant player. Relevant information of 

existing rivals is described as below:  

Onecollection was founded by Ivan Hansen and Henrik Sørensen in 1990, 

and the company is still owned by the founding members.  Onecollection 

has for many years been trusted with an exclusive right to manufacture 

and distribute the iconic furniture by Finn Juhl, covering a collection of 40 

classic masterpieces of furniture (Onecollection, 2019). The company has been in a rapid 

development the last five years and had a gross profit of DKK 22 million and a net profit of 

DKK 4 million in 2018, compared to a net profit of approximately 800.000 DKK in 2014 

(Onecollection, Annual Report,, 2015 2016, 2017, 2018).  

 

PP Møbler was founded in 1953 with the ambition of crafting Danish design 

furniture of high quality. Similar to Carl Hansen & Søn, the focus area has 

been in producing wood furniture, including some of the tables and chairs 

designed by Hans J. Wegner as well (PP Møbler, 2019). However, from a financial 

perspective and compared to Carl Hansen & Søn, the company has experienced a more 

stagnant growth with a gross profit of around DKK 23 million in 2018 and with net profits 

of DKK 2.2 million (PP Møbler, Annual Report, 2015, 2016, 2017,2018). 

 

Bdr. Petersen furniture was founded by Egon and Erling in 1973. The 

company produces a large range of different iconic Danish furniture from 

designers such as Albert Larsson, Ib Kofod-Larsen, and Nanna Ditzel. The 

company distributes its products all over the world and is represented in China through 
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the retailer Magazzini Vivace in Hong Kong (Bdr. Petersen, 2019). Looking at the top and 

bottom line of the company, both the gross profit and net income have decreased in 

recent years. In the fiscal year of 2017/18, the gross profit was DKK 3,6 million and net 

profit was DKK 666,000, compared to a gross profit of DKK 4.5 million and a net profit of 

DKK 1.2 million in the fiscal year of 2015/16 (Bdr. Petersen, Annual Report, 2014/15, 

2016/17, 2017/18).  

VERPAN is a Danish furniture and lighting manufacturer that has 

dedicated its time and focus to the iconic design from Verner 

Panton. The company has the exclusive right to produce and distribute a large part of 

Verner Panton’s famous furniture, lighting, and accessories. VERPAN has its HQ in 

Horsens, Denmark but distributes its products all around the world, represented through 

retailers in China, Manks, and Lane Crawford in Hong Kong (Verpan, 2019). However, 

similar to Carl Hansen & Søn, the company has been in a rapid growth in recent years. In 

2018, the gross profit was DKK 21 million and the net profit was DKK 3.1, compared to 

the fiscal year of 2016, when the gross profit was DKK 14 million and the net profit was 

DKK 1.2 million (VERPAN, Annual Report, 2016, 2017, 2018).  

 

Fritz Hansen was founded in 1872 in Denmark. For many years, the 

company has been collaborating with leading designers, and the company 

is first and foremost known to have the exclusive right of producing the iconic Danish 

design from Arne Jacobsen. The HQ of Fritz Hansen is in Denmark, but the company 

distributes its products around the world with 17 Concept stores and 115 Brand Partners 

across 29 countries (Fritz Hansen, 2019). Fritz Hansen is the largest of the listed potential 

rivals to Carl Hansen & Søn. In 2017, the company had a gross profit of DKK 130 million 

and a net profit of DKK 77 million. Revenue and net profit have increased in the recent 

years, and the company has earned approximately DKK 400 million in the last five years 

(Fritz Hansen, Annual Report, 2016, 2017, 2018). (View Appendix 7, for a more 

comprehensive overview of how these competitors have been performing financially in 

the recent years) 
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5.1.1.2 Bargaining power of suppliers 

The bargaining power of timber companies can be relatively high because the most 

crucial component for the products is high-quality timber. Even though Carl Hansen & 

Søn seems to have more power in bargaining because the company takes advantage of 

economies of scales, the company still needs to find high-quality timber suppliers that 

follow sustainable policies. Nevertheless, the bargaining power of suppliers is considered 

relatively low because Carl Hansen & Søn  facilitates in-house productions and design. 

Every process from production to R&D is produced and processed inside the company. 

The company does not outsource any part of their value chain activities.  

5.1.1.3 Bargaining power of buyers 

The bargaining power of buyers should be considered low or moderate because 

customers who purchase the designed furniture are not sensitive about the price. As a 

furniture company that has a history of high-quality design, customers can benefit from 

owning Carl Hansen & Søn’s products. Another reason for the low bargaining power of 

buyers is that customers only purchase the products through the official retailers, which 

means that the switching costs for customers are high.  

5.1.1.4 Threats of substitutes 

The threats of substitutes are low because there are few substitutes for furniture. Even 

though Carl Hansen & Søn’s products are designed products, they are still essential for 

living, such as chairs and dining tables. Thus, there are complementary products for 

furniture but no substitutes (Ibid). 

5.1.1.5 Threats of new entrants 

The threats of new entrants should be considered high and low at the same time. In terms 

of easy to business, the threat is relatively high because any existing furniture companies 

can launch their high- end line that promotes high quality design. However, at the same 

time, the threat is low because to be considered a world-famous furniture company with 

craftsmanship, the new entrants need reputation, design factors, history, and skilled 

crafts. Moreover, the markets in developed countries are already saturated with existing 

firms, and the existing furniture companies can benefit from capital and production 
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investment compared to new entrants. Consequently, there are few attractions for 

entering.  

At first, Porter indicated that government was not one of the forces that shape the 

industry. He stated that government was a factor rather than a force. However, many 

scholars claim that government should be considered one of the factors in the Five Forces 

model due to its influence on the industry. For instance, formal institutions such as laws, 

regulations, and policies have an impact on a company’s strategy and eventually lead to 

changes in the shape of the industry (Porter, 2008).. 

5.1.5.6. Summary  

As mentioned previously, the following chapter has its starting point in undertaking a 

general industry analysis by assessing the rivalry of strong home-market competitors 

that are not only present on a national level, but also on a global level. By outlining these 

competitors, it has become clear that this group of Danish furniture manufacturers are 

not only strong competitors to Carl Hansen & Søn, but they are also important for 

numerous reasons. One commonality is that they represent Danish design abroad and 

thus collaborate in some way. For instance, when they go abroad, they belong to Danish 

and Scandinavian Design, and importantly help each other to create mass and some story-

telling outside of Denmark, which on a global scale helps to paint a broader picture of 

Danish design. Yet, when assessing and comparing these competitors, it has become clear 

that they have more in common than just being strong competitors: they have also been 

performing very well financially and use similar market strategies abroad in terms of 

collaborating with leading retailers on foreign markets. (View Appendix 8 for the general 

Industry Analysis) 

5.2. Industry & Market Analysis - Japan  

5.2.1. Market overview 

Japan is one of the most important and largest consumer markets for companies. 

However, we lack the exact time when Carl Hansen & Søn decided to enter the Japanese 

market. Thus, in this analysis, we focused on current competition and threats. The 

Japanese market has saturated in recent years: the estimated retail value of the home-use 

furniture market size in 2016 was 999 billion yen (about 9,041.1 million US dollars) 
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(Statista, 2019), and the overall value of furniture market in 2017 was 16,516.9 million 

US dollars (Marketline, 2018). Moreover, the furniture market, including floor coverings, 

will reach 29,738.4 million US dollars in 2022 (Marketline, 2018a). The total amount of 

imported furniture to Japan was 561,121,280,000 yen (about $5,078,259.81) in 2016 and 

239,755,653,000 yen (about $2,169,836,610.78) was for wooden furniture. 

590,369,821,000 yen (about $5,342,964.95) was imported to Japan in 2017, and 

249,437,956,000 yen ($2,257,463,389.39) was for the wooden furniture (JFA, 2018).   

5.2.2     Industry Analysis 

5.2.2.1 Rivals among existing firms 

The competition in the Japanese market is fierce because other well-known furniture 

companies such as Fritz Hansen are present in the Japanese market. According to Japan 

Furniture Industry Development Association’s trade statistics, wooden furniture made in 

Italy recorded sales of 4,954,028,000 yen (about $44,834,944.21) in 2016 and 

5,042,464,000 yen (about $45,635,307.69) in 2017, which were the highest ranks among 

European countries, followed by Denmark where 2,060,355,000 yen (about 

$18,646,624.82) worth of furniture were exported to Japan in 2016 and 1,983,714,000 

yen (about $17,953,008.44) in 2017 (JFA, 2018). France and Germany were ranked in the 

top 5 countries (JFA, 2018). In this regard, even though these companies have different 

design concepts, furniture companies from developed countries should be considered as 

rivals as they are complementary for the products of Carl Hansen & Søn. 

5.2.2.2 The bargaining power of suppliers 

As noted in the general furniture industry analysis, the bargaining power of suppliers is 

generally low due to Carl Hansen & Søn’s in-house processes. Even though the bargaining 

power of timber suppliers should be considered high, if Carl Hansen & Søn can take 

advantage of economies of scales, then the bargaining power of timber suppliers will 

decrease.  

5.2.2.3 The bargaining power of customers 

The bargaining power of customers is moderate or a little bit high because there are a lot 

of official and non-official retailers where customers can purchase Carl Hansen & Søn 

products. In other words, customers can easily switch their purchasing places from A to 
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B. However, as only Carl Hansen and Søn’s flagship stores provide a wide range of 

products, customers have few options for products when they visit other retailers. Even 

though the design concept is different, customers can easily shift from Carl Hansen & Søn 

to other rivals. Worldwide design companies have established themselves in the Japanese 

market, giving customers a host of options. In this regard, the bargaining power of 

customers should be considered as a moderate level or a little bit high.  

5.2.2.4 Threats of new entrants 

The threat of new entrants should be considered high and low at the same time. Even 

though the Japanese market seems to be saturated, it is still a profitable market for 

furniture companies. Thus, the threat is relatively high because any existing furniture 

companies can launch their high-end line with high quality and iconic design by 

establishing flagship stores in order to internalize the distribution processes and 

introduce a wide range of products. However, at the same time, the threat is low because 

to be considered as a world-famous furniture company, the company needs to have 

craftsmanship, reputation, iconic design, and history. In this regard, local companies or 

global companies targeting the mass market have difficulties changing their positions in 

order to enter the wood designed furniture industry.  

5.2.2.5 Threats of substitutes 

The threats of substitutes are low because they are only complementary rather than 

substitutes. However, in terms of products purchasing places, there are substitutes for 

flagship stores such as retailers and online shops. Even though there are a lot of retailers, 

only Carl Hansen and Søns flagship stores provide a wide range of products. The table on 

the next page summarizes the level of rivalry in Japan. (View Appendix 9, a table 

summarizes rivalry in Japan) 

5.3. Industry & Market Analysis - China  

5.3.1 Market overview  

A report elaborated by MarketLine in 2018 based on an industry analysis of the Chinese 

furniture and floor coverings market paints a positive picture of a rapid expansion within 

this industry in recent years. According to MarketLine, the Chinese furniture industry is 
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expected to continue to grow rapidly until 2022, and the Chinese consumer confidence 

still remains high. Moreover, the report highlights the overall tendency for Chinese 

homeowners to spend more on furniture to improve their standard of living. Numbers of 

market size and growth from 2017 represent an annual growth rate of 12,7% between 

2013 and 2017, and the market had total revenues of $149.5 billion in 2017, when the 

furniture segment represented 73,7% of the total revenue as illustrated in the table 

below (MarketLine, 2018b). 

Furthermore, the Chinese furniture market is considered the largest market in the Asian 

Pacific region and accounts for 62,2% of the total market value of the furniture and floor 

coverings market of the Asia-Pacific market. This is a notable difference when compared 

to the Japanese market, which accounts for 11,8 % of the Asia-Pacific furniture market. 

The Chinese furniture market is considered fragmented with a few large-scale players 

such as IKEA, Red Star Macalline and Beijing Easyhome, and a large portion of small-scale 

players generating sales through different sales channels. A large amount of the total 

sales in the Chinese furniture and floorcovering market are generated through home 

furniture and floorcovering specialists (retailers), accounting for 68,8%. Only 6% of the 

total aggregated sales is generated through department stores (Ibid). According to the 

future market outlook for the Chinese furniture and floorcovering market is bright. 

Moreover, the market is expected to experience an annual growth of 12,6% until 2022, 

with a predicted market value of $270,5 billion. Hence, there was an increase of 80,9% in 

the period between 2017-2022. The recent numbers from 2017 confirm a big market and 

growth potential for companies operating within the Chinese furniture industry 

(MarketLine, 2018b). 

5.3.2 Industry Analysis 

5.3.2.1 Rivals among existing firms 

As outlined in the market overview of the Chinese furniture industry, the market is 

considered highly fragmented with many large-scale players and a large portion of small-

scale competitors such as Carl Hansen & Søn. However, as the company is operating 

within a niche segment in terms of producing and distributing Danish design furniture, 

intense and competitive rivalry may occur from similar companies in terms of size and 

resources that operate within the same business segment. For example, Onecollection 
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received one of its largest orders in the company’s history to furnish a Danish-Chinese 

University in Beijing (Onecollection, 2019). Fritz Hansen has been represented through 

retailers in China for more than 10 years. In 2007, Fritz Hansen signed agreements with 

retailers in Beijing and Shanghai to strengthen its market presence (Pedersen, 2007). 

After a failed attempt to gain a strong footprint in the Chinese market in its early stages, 

the company decided to intensify its commercial activity by collaborating with the Danish 

Embassy in Beijing to increase the interest of Danish design, leading to an interior 

designer in China (Lund & Bang, 2012). 

5.3.2.2 The bargaining power of suppliers 

The term “supplier” is often associated with input and necessary sources the firms needs 

when creating a product and/or service. In the case of Carl Hansen & Søn, there will be 

various suppliers, depending on different scenarios. In case the company decides to 

strengthen its market presence within the Chinese markets, the company might need 

general labour necessary to handle the commercial activities. Furthermore, if the 

company continues to keep production in-house, the furniture needs to be transported 

from one place to another. Thus, for strategic reasons, the company might benefit from 

signing a contract with a supply chain vendor that can successfully set up the whole 

distribution process (MarketLine,2018b). 

5.3.2.3 The bargaining power of customers 

The bargaining power of customers may be limited to the individual consumer who can 

afford and is willing to pay the price of the furniture produced by Carl Hansen & Søn. 

However, demand may be dependent on the general income level and consumer 

confidence in the market. According to the report from MarketLine (2018b), consumer 

confidence and income have been increasing in recent years due to a growing national 

economy, which has contributed in increasing expenditure for furniture products. A 

recent trend shows that Chinese consumers are likely to be price sensitive in terms of 

focusing on the price and quality rather than brand loyalty. However, exception to this is 

can be found within the market of premium and high-end brands targeting the wealthier 

Chinese consumers. The overall buying power in the market is considered moderate as 

switching costs between market players are insignificant (MarketLine, 2018b). 
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5.3.2.4 Threats of substitutes 

As highlighted in the market overview of the Chinese furniture industry, the market is 

considered fragmented with a few large-scale players and small-medium sized furniture 

retailers. Thus, a possible threat of substitute can be seen in terms of consumers 

substituting the buying from retailers to go directly to manufacturers, where cost can be 

lower and savings can be found. Moreover, homemade furniture such as chairs and tables 

may constitute a potential threat of substitution as well. However, one can generally 

assume that there is little substitution to specific Design furniture; thus, the overall threat 

of substitutes can be considered low (MarketLine, 2018b).  

5.3.2.5 Threats of new entrants 

The threats of new entrants are considered to be high as the booming Chinese market 

makes it interesting and might encourage other companies to enter and exploit these 

market conditions. Moreover, recent research from the Danish Trade Council in China 

shows that the overall interest and demand of Nordic design and Western lifestyle in 

China are increasing, which also might encourage and increase the overall interest from 

not already present actors in the market to consider entering (The Trade Council, 2018). 

The below table summarizes the level of rivalry in China. (View Appendix 10, the table 

summarizes rivalry in China) 

5.4 Industry & Market Analysis - Malaysia  

5.4.1 Market overview 

Malaysia is among the top 10 countries in the world in exporting furniture. The Malaysian 

government aggressively encourages companies to export furniture, and the main 

importer is China. Malaysian companies even export to European countries and the 

United States. The Malaysian government aims to achieve 12 billion (RB) in revenue 

within the furniture industry by 2020 (MIFF,2019). Malaysia External Trade 

Development Corporation (MATRADE, 2018), which is the national trade promotion 

agency of Malaysia, encourages local furniture companies to enhance their capability in 

order to move up the value chain by becoming an Original Design Manufacturing or 

Original Brand Manufacturing (MATRADE, 2018).  
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These market trends imply that first, the Malaysian furniture manufacturers transform 

into furniture companies with designed furniture and sell their products for international 

and local markets. This means they can be potential competitors. Second, the furniture 

market will grow as many players participate in the competition aimed towards different 

customer segments. In other words, as the market grows, customers will become 

diversified with different preferences. For example, in 2016, 1,161.7 million (RM) worth 

of furniture was imported. In 2017, Malaysia imported 1,322.9 million (RM) of furniture, 

and wooden furniture accounted for 539.3 million (RM), which was 40.8%. China was the 

biggest exporter to Malaysia at 54.8% in total followed by Thailand at 8.7% of the import 

market share. Even though China and Thailand are the main exporters, other countries 

such as the United States, the United Kingdom, Germany, and Italy consistently exported 

furniture to Malaysia (MFC, 2017). 

5.4.2     Industry Analysis 

5.4.2.1 The bargaining power of suppliers 

As noted in the general furniture industry analysis, the bargaining power of suppliers is 

high in terms of raw material. However, as Carl Hansen & Søn facilitates in-house 

production, doing all processes inside the firm, the company has little influence from the 

suppliers. If the company enters Malaysia, the most influenced supplier is supply chain 

vendors. Carl Hansen & Søn needs to transport its products from Denmark to the 

emerging market. Thus, the company should consider supply chain vendors’ bargaining 

power, which is relatively powerful among suppliers, to set up the distribution process. 

5.4.2.2 The bargaining power of customers 

The bargaining power of customers is low because the upper middle-class customers in 

Malaysia who are willing to purchase Carl Hansen & Søn’s products have to visit the 

official retailer Studie216 (Carl Hansen & Søn, 2019). This means that the switch costs 

and the dependency on Studie216 are high for customers due to the limited number of 

retailers. Moreover, domestic rivals lack history, iconic design, and reputation, so 

customers have little or no option to switch to other companies.  
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5.4.2.3 Threats of new entrants 

The threats of new entrants should be considered low because of the lack of history, 

iconic design, and high-quality craftsmanship make it difficult for domestic companies to 

enter the high-end market. However, other foreign rivals have the possibility to enter the 

market. For instance, Fritz Hansen also introduces its products through retailers without 

its flagship store in Malaysia, so the company has the potential to establish its subsidiary 

in Malaysia (Fritz Hansen, 2019) This potential possibility should be considered as 

threats from new entrants as well. In this regard, the threats from new entrants are 

moderate.  

5.4.2.4 Threats of substitutes 

The threats of substitutes are low as noted in the general analysis. Due to few substitutes 

for furniture, rather than focusing on threats of substitutes, the company considers the 

threats of complementary. Even though retailers are considered substitutes for flagship 

stores, the threats of substitutes are low as Carl Hansen & Søn has experienced how to 

compete in a positive way with official retailers.  

5.4.2.5 Rivals among existing firms 

The competition is expected to be high; because of the market potential, there is a chance 

for rivals to enter the market. Since the UK, the United States, Italy, and Germany are the 

exporters to the Malaysian furniture market, Danish furniture companies and world-wide 

design furniture companies should be considered rivals. Regarding competitions within 

Malaysia, domestic rivals are relatively low as Malaysian companies lack iconic designed 

products. However, as the Malaysian government encourages local companies to develop 

luxury lines in order to promote exports, local companies with reasonable prices and 

similar designs can be potential threats for Carl Hansen & Søn. (MATRADE, 2017). Below 

the table summarizes the level of rivalry in Malaysia. (View Appendix 11. The table 

summarizes rivalry in Malaysia) 

5.5. Summary  

This chapter has provided a market and industry overview of the furniture industry in 

the countries of Japan, China, and Malaysia. As highlighted in the general furniture 
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industry analysis, the furniture industry is known to be highly fragmented with a 

marketplace where small and medium scale players compete with large scale players. 

Thus, it has been necessary to apply Porter Five Forces model to shed light on the 

underlying competition within the furniture industry in the countries of Japan, China, and 

Malaysia.  

Yet, when it comes to an overall assessment and analysis of the rivalry and market 

potential of the above-mentioned countries, it has become clear that all of them represent 

different degrees of rivalry and market potential. As highlighted in the market overview 

of the Japanese market, the furniture market in Japan has become saturated in the recent 

years and thus the competition is considered as fierce. Worldwide furniture companies 

have entered the Japanese market and European countries such Italy, Denmark, France, 

and Germany are big exporters of wooden furniture to Japan. Opposed to the Japanese 

market, the Chinese furniture market is far from saturated and offers a great market 

potential for Carl Hansen & Søn. As highlighted in the market and industry overview, the 

Chinese furniture industry is expected to growth until 2022 and consumer confidence 

remains high. Despite the fact that the Chinese furniture market is considered as the 

largest market in the Asian-Pacific region with a bright outlook, the overall competition 

is still considered as fierce as the booming Chinese market has welcomed other 

international furniture companies such as Onecollection and Fritz Hansen.  

Finally, when it comes to the Malaysian market, it has become clear that the Malaysian 

market offers a great market potential as well. Even though Malaysia is among the top 10 

of the largest furniture exporters in the world, the total import of furniture and wooden 

furniture has been increasing in the recent years. To sum up, this chapter has showed to 

what extent Japan, China, and Malaysia represent different degrees of rivalry and market 

potential, which will be elaborated further in chapter six. 
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Table 2 – Comparison of the rivalry in the selected countries 

 
Source: Own production 

 

6. Carl Hansen & Søn - Previous Experiences on Foreign Markets 

Here, Carl Hansen & Søns’ previous experiences in foreign markets and in Asia Pacific are 

presented in the form of the internationalization process and strategic growth of the 

company. Moreover, sales and marketing strategies are assessed and elaborated on. 

Understanding previous and current activities provides a better basis for determining which 

strategy to pursue in the future.  

The internationalization process of Carl Hansen & Søn has come a long way since Knud 

Erik Hansen took over as third-generation leader in 2002 (Carl Hansen & Søn, 2019). The 

company has transformed itself from a domestic to an international organization in 2011; 

hence, the wooden and classic Danish furniture has been sold and distributed around the 

world (Buhl, 2015). Since then, a part of the company’s strategy is to strengthen its 

international presence, increase revenue, compete with strong international rivals, and 

acquire other leading furniture producers of Danish design (Heggland, 2011: Rasmussen, 

2017: Jensen, 2017).  

In 2011, Carl Hansen & Søn bought Rud. Rasmussens Snedkerier A/S. This is one of the 

oldest furniture manufacturers in Denmark with roots back to 1869 and is known for 

producing furniture designed by Kaare Klint, Mogens Koch, and Poul Kjæ rholm 

(Heggland, 2011). A year later in 2012, Carl Hansen & Søn expanded its product portfolio 

again by acquiring P.J. Furniture, known for producing “The Colonial Chair” by Ole 

Wanscher (Gregersen, 2012).  
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In 2013, Carl Hansen & Søn acquired Niels Roth Andersen, a manufacturer of classic 

Danish furniture from the 1950-1960s. In this regard, the company saw an untapped 

export potential and branding of “The Colonial Chair” internationally (Gregersen, 2013). 

More recently, Carl Hansen & Søn acquired two other furniture producers. In September 

2017, the company acquired Søborg Møbler to increase the product portfolio with design 

by Børge Mogensen and as a part of its strategy of becoming a reputable international 

player (Ramussen, 2017).  In the same year, the company bought the Danish-Vietnamese 

furniture company DAFI Tropicdane. These acquisitions have been a part of the 

company’s strategy of targeting further expansion and the goal of generating revenue of 

DKK 1 billion in 2022 (Jensen, 2017). 

In relation to the takeover of DAFI, CEO Knud Erik Hansen said the following in a press 

release from 2017: “The acquisition gives us two crucial advantages. First, we are 

financially strengthened, which ensures that we can maintain and develop Danish 

workplaces and the production of Danish design classics in Denmark. Secondly, we are 

entering completely different global markets, which also opens up new opportunities of 

selling our Danish-produced design to even more than today” (Carl Hansen & Søn, Press 

Release, 2017). 

Furthermore, Carl Hansen & Søn has accelerated in opening stores and collaborating with 

leading retailers on foreign markets. The company opened a showroom in the So-Ho 

district of New York in 2011. Since then, Carl Hansen & Søn has multiplied its revenue 

and to follow up on the success, the company opened a showroom in Los Angeles in 2015 

and a new showroom in New York’s Flatiron district in 2017, an emerging design district 

in the city (Buhl, 2015a: Gabriel MAA, 2017).  

However, by replicating the success of the opening in the Flatiron district of New York, 

Carl Hansen Søn opened a flagship store in the middle of the design district of San 

Francisco in 2018. According to the company, the new opening on the Pacific Coast of the 

US was to enable Carl Hansen & Søn to showcase a comprehensive representation of the 

company’s product portfolio of modern Danish design classics and to pursue the strategy 

of further international expansion. In this regard, Knud Erik Hansen stated the following: 

“San Francisco has long represented an intersection of international ideas and values, 

combined with the city’s reputation as a design destination, provides an ideal backdrop for 
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our first ground level retail location in the US. Our exceptional furniture is rooted in a 

tradition of collaboration with pioneering designers, and that philosophy finds excellent 

synergy in San Francisco” (Carl Hansen & Søn, Press Release, 2018a).  

The opening of Carl Hansen & Søn’s showroom in Milan in 2016, the Italian design 

metropolis, was similar to the opening of the flagship store in San Francisco. The location 

was selected in order to brand and showcase the company’s product portfolio. At the 

opening of the showroom in Milan, Knud Erik Hansen said: “When dealing with design, 

Milan is not to be ignored, and even though we already have a good name throughout 

Europe, we consider it important to be present right here. We will use the new beautiful 

environment as a multiple impetus to the international market, we hold meetings, 

exhibitions, create events and show our products to architects and professional and private 

buyers” (Buhl, 2016).  Alongside the opening of these flagship stores, the company has 

opened flagship stores in Stockholm and a second store in London in 2018. These 

openings make it clear that a central location has been a crucial factor and seems to be a 

part of the company’s branding strategy (Carl Hansen & Søn, Press Release, 2018b: 

Gregersen, 2018).  

Although the company has become more globalized, Carl Hansen & Søn does not have a 

strong presence in Asia yet and is only represented with sales subsidiaries in Japan and 

Hong Kong. 2016 was Carl Hansen & Søn’s 25th anniversary, and the company started its 

operation in Japan (DOI, 2016). Carl Hansen & Søn’s products were exported through 

official Japanese retailers until the company established a flagship store as a subsidiary 

on April 2nd, 2014, which was the 100th anniversary of Danish designer Hans J. Wegner’s 

birthday. In this regard, Kund Erik Hansen stated: 

“We are experiencing strong growth in Japan – currently our largest export market. This 

growth has been largely driven by Hans J. Wegner’s world-famous Wishbone Chair, which 

the Japanese find quite fascinating. Japanese consumers recognize good design and quality 

craftsmanship – they do, after all, also have a strong, enduring tradition of beautiful 

craftsmanship using natural materials with a distinctively minimalist expression. Japan and 

Denmark share these values, and the Japanese also appreciate Wegner’s minimalist 

approach and use of wood in his timeless and elegant designs. So it makes sense for us to 

open a flagship store in Tokyo that can serve as a platform for greater visibility in the urban 
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landscape and increase Japanese awareness of the Carl Hansen & Søn brand (Gertsen PR, 

2014).”  

Due to the characteristics of the furniture by Carl Hansen & Søn, which are hard to adapt 

to the local context, similarities in design and products can make the firm more 

competitive as the company can take advantage of famous products and concepts of 

stores in Denmark. In this regard, this statement can be interpreted as Japan and 

Denmark have similarities; thus, strategies implemented in Denmark can be applied to 

the Japanese market. In order to differentiate from the official retailers, the company 

introduced new products exclusively. For instance, the company introduced its Rud 

Rasmussen collection for the first time outside of Denmark (Gertsen PR, 2014). Moreover, 

since the concept of the flagship store was to establish harmony with Danish design and 

light, the flagship store itself was treated as home. By pursuing this concept, customers 

could feel more comfortable and experience the beauty of furniture.  

Furthermore, by establishing the subsidiary, the company achieved more autonomy in 

marketing and operations. The company sometimes transforms its showroom into a 

gallery to introduce famous Danish designers and their products. For example, 

"HYGGEHJØ RNE by CARL HANSEN & SØ N Illustrations by Yu Nagaba" was held in 2016 

in the flagship store to introduce “small personal space” in the context of Danish “Hyggye 

(Design Week @ Tokyo, 2016).” In addition, Carl Hansen & Søn cooperated with art 

galleries to hold some campaigns, such as Carl Hansen & Søn 25th anniversary in Japan, 

and collaborated with Japanese artists on art displays.  

After achieving success in Tokyo, the heart of Japan, Carl Hansen & Søn decided to expand 

its business to the second largest city, Osaka. When Carl Hansen & Søn opened its second 

flagship store in Osaka in 2018, Knud Erik Hansen stated following: “Japan and Denmark 

have a common design tradition, where minimalism, functionalism and excellent 

craftsmanship are highlights. We look forward to displaying our unique furniture and invite 

design enthusiasts – from the architecture and design industry and end users – to our new 

store in Osaka (Henrik Gabriel MAA, 2018).” His comments are on line with what he had 

already stated when the company opened its first flagship store in Tokyo. This point can 

be assessed as Carl Hansen & Søn’s strategy in Tokyo proving successful, and the 
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experience gave the firm the confidence to expand its business using the same strategy 

as the Tokyo flagship store.  

Even though Carl Hansen & Søn established its subsidiaries in Japan, the company deals 

with retailers. Due to the characteristics of retailers, which include only small amounts of 

famous furniture such as the CH25, CH44 and dining table, there is little interference in 

sales. The two-track sales, flagship stores, and the retailers have contributed to increase 

sales in Japan. Moreover, another approach that Carl Hansen & Søn implemented in Japan 

is B2B sales. As Carl Hansen & Søn has many dining furniture pieces, many restaurants 

were furnished with the company’s products (Cases Carl Hansen & Søn, 2019). In 

addition to restaurants, Carl Hansen & Søn dealt with companies through extensive 

efforts to award contracts for furnishing. This contract-based sale contributes to effective 

marketing because the experience with Carl Hansen & Søn at restaurants, companies, or 

other places may lead to further interest in the furniture company. Moreover, as Japanese 

people like to take pictures, the company can benefit through social media marketing at 

the company level using platforms such as Instagram or Snapchat (The Japan Times, 

2016) 

6.1. Summary 

This chapter has outlined Carl Hansen & Søn’s previous experiences on foreign markets 

and in Asia Pacific. However, it has become evident that the company has become more 

globalized and the internationalization process of the company has come a long way since 

Knud-Erik Hansen took over the company. Moreover, it has become clear that Carl 

Hansen & Søn has intensified its great focus to strengthen its international presence by 

acquiring and taking over leading furniture manufacturers, thus helping the company to 

advance its strategy of international expansion. Further, it has become clear that the 

company has spent plenty of time, money, and resources in opening showrooms, flagship 

stores, and collaborating with leading furniture retailers in foreign markets. The opening 

of various showrooms and flagship stores across the world seems to be a central part of 

their marketing and branding strategy as the location has not been randomly chosen. 

Thus, it has become clear that the company has had a strong focus in selecting the right 
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central locations in order to be able to showcase their product portfolio and increase 

brand awareness.   

When it comes to the Japanese market, Carl Hansen & Søn has replicated the set-up from 

past experiences on foreign markets in terms of collaborating with leading furniture 

retailers and establishing flagship stores with central locations in Tokyo and the second 

store in Osaka. However, it has become obvious for a number of reasons why the company 

has succeeded in the Japanese market. The replication of the set-up from Tokyo in Osaka 

shows how the company has managed to ease the process of further market expansion 

by using past experiences as a learning process. Moreover, Carl Hansen & Søn has hosted 

a large number of events and exhibitions in the Japanese market, which have contributed 

to increased sales and brand awareness. Moreover, Carl Hansen & Søn has opened the 

door to the Japanese contract market, using this market to brand the company.   

In sum, it has become evident that the company has replicated similar setups from past 

experiences on foreign markets. However, after initiating collaboration with leading 

retailers on the foreign markets, the company has opened showrooms and flagship stores 

to increase international presence. Lastly, the different takeovers of other furniture 

companies have prepared and enabled the company to compete internationally and last 

but not least avoid being acquired by strong potential rivals. (View Appendix 12, Pictures 

of the flagship stores) 

 

7. “Why, where and how” to enter? 

This chapter addresses what entry strategy Carl Hansen & Søn should pursue in East and 

Southeast Asia by undertaking the “why, where, how” sub-questions, namely, first and 

foremost “why” Carl Hansen & Søn should consider entering additional markets in East and 

Southeast Asia. Second, “where” should Carl Hansen & Søn enter in this region, and lastly 

“how” the company should enter this region in terms of the overall level of engagement and 

market commitment. Thus, an overall assessment of these issues is provided in order to 

determine how the external factors can be aligned with Carl Hansen & Søn’s internal factors 
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to address whether it provides a basis of entrance in this region and how it might be possible 

to replicate set-ups from the company’s previous experiences on foreign markets.   

7.1 Why should Carl Hansen & Søn consider further market 

expansion? 

The first section of this chapter takes its point of departure in analysing and addressing 

the underlying motives regarding why Carl Hansen & Søn should consider further market 

expansion in East & Southeast Asia. Thus, an overall assessment of market conditions in 

East and Southeast Asia is provided in order to investigate whether this region represents 

a growth potential from which the company can benefit from in the long run. 

External Factors: 

Following the logic behind our analytical framework, the external and internal variables 

presented in our literature review are applied here. The external variables include 

market, industry & competition, and institutions. However, common to all of them is that 

they are external to the company 

7.1.1. General Information (GDP, Market size) Market Assessment 

As highlighted in the literature review, former market assessment theories have covered 

macro-level indicators such as population, GDP, and economic and political system to 

screen emerging and developing markets for expansion. General market assessment for 

expansion follows the process from screening, identification/in-depth screening, and 

final selection (Arnold and Quelch, 1998, Sakarya et al., 2007). Among Khanna & Palepu’s 

(2006) four market segments, 1) global, 2) glocal, 3) local and 4) BOP in emerging and 

developing markets, the designed furniture market belongs to in the middle of 1) global 

or 2) glocal market since the customers in global segment are loyal to foreign luxury 

designed furniture companies, and furniture is hard to be adjusted into local context. The 

furniture company can only adjust their portfolios in line with the customers’ preference.  

As noted previously, the luxury furniture market is characterized by targeting a niche-

market that is composed of upper-middle and upper classes who can afford luxury 

designed furniture. Even though China and Malaysia are considered one of the upper 

classes among emerging and developing countries in terms of the size of targeted 
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customers and their purchasing power, China and Malaysia are not relatively attractive 

markets compared to the Japanese market. Nevertheless, China is considered as the most 

profitable market with a rapidly growing upper-middle class and fast level of 

urbanization. Due to urbanization, middle- or high-income classes are exposed to the 

latest trend and multinational brands. Not only Scandinavian furniture, but also Spanish 

or Italian furniture brands are eager to establish strong brand power in China.  

Malaysia is a nation with a small population and limited sized upper-middle class 

compared to Japan and China. Due to the small market size, multinational companies are 

not aggressively present in Malaysia; however, as Malaysia’s GDP per capita and 

purchasing power is higher than Chinese indices, the market has potential for growth. 

China and Malaysia are expected to grow more than 5% annually (World Bank, 2019). 

Malaysia is one of the most urbanized countries in Asia. Even though the growth rate in 

Malaysia seems to be lower than China according to GDP per capita, the country has more 

purchasing power than China (Ibid).  

According to OECD Insights (2016), GDP per capita is designed to indicate the total 

income generated by economic activity in a country; it is one of the measures of people’s 

average living standards. However, GDP per capita does not same as the household 

disposable income because some households earn from abroad rather than inside a 

country. In this regard, GDP per capita is not enough to indicate the average material well-

being. Moreover, due to different exchange rates, there is a possibility of distortion in GDP 

per capita. In this regard, GNI per capita (USD) or PPP can be used as a supplement. 

According to the United Nations Human Development Report (2018), PPP is important 

because it allows us to convert different price levels to the common currency, which 

better reflects people’s living standards. “In theory, 1 PPP dollar has the same purchasing 

power in the domestic economy of a country as US$1 has in the US economy (UNDP, Human 

Development Report, 2018).” Malaysia recorded USD 30,600 and China recorded USD 

18,140 in 2018. Our starting point country, Japanese PPP was USD 45,500 in 2018 (World 

Bank, 2019). In this regard, Malaysia should be considered a profitable market with 

purchasing power. 
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7.1.2. Population 

The population and the growth rate of both China and Malaysia are the most significant 

factors for Carl Hansen & Søn to evaluate the potential of the two markets. These two 

factors help the company to predict the future demands as the size of the population 

becomes bigger and the furniture market size grows. Sakarya et al. (2007) and other 

emerging market literature state that the size of the population and the growth rates play 

pivotal role when assessing the potential markets. 

First, China has 1.393 billion people (World Bank, 2019). Even though the size of the 

population does not guarantee profits from the market, it affects the size of the market. 

In terms of furniture market, China is the biggest market in the world (Market Analysis). 

Emerging market literatures (Khanna & Palepu, 2006) state that the size of the BOP 

market is the strength of the emerging and developing countries as the income level of 

the BOP rises in accordance with the economic growth of the country. The expectation 

about the size of the middle and high middle- income classes noted earlier support it. 

Thus, companies need to consider BOP, as the potential consumers and Carl Hansen & 

Søn should evaluate not only the urbanized classes but also the BOP classes, especially in 

the Western China as a potential customer for the future.    

In this regard, the motive of expansion in Chinese market can be explained by Dunning’s 

motivation for going abroad. According to market seeking motivation, the size of the 

population and the growth rate are considered attractive for Carl Hansen & Søn. As noted 

earlier, as the economy develops, the size of the middle income- and high-middle income-

classes are expected to grow rapidly since the purchase power of the BOP and the middle-

income classes increases dramatically. Even though the eastern part of China has 

developed and urbanized, the cities in the Western parts have not expanded and 

urbanized. Thus, the phase of development of the high-end furniture market is still 

developing rather than saturated. In other words, the luxury designed furniture market 

in China is between early and middle stages, so, strategically entering the Chinese market 

with market-seeking motivation is still applicable.  

Even though the size of the population of Malaysia is smaller than other developing and 

emerging markets, the population growth rate is higher than other countries. Malaysia is 

expected to grow 1.4 % annually. The population have more impact on the market size 
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and given that the BOP is smaller than other countries, it may be argued that the 

Malaysian market is too small to get profits. However, as companies benefit from 

operations in Singapore where the population is not enough to get profits but the GDP 

per capita is higher than other countries. In this regard, Malaysia can be a profitable 

market since the market expands continually and the GDP per capita is higher than that 

of other emerging markets. Moreover, a majority of the Malaysian population, BOP, will 

become the middle and high middle-income classes as the economic growth rate and the 

rate of poverty alleviation is faster than other emerging and developing countries.  

Moreover, as the Malaysian government invests in fostering the furniture industry, 

approximately 30% of the population us involved in the field including logging 

(Malaysian Government, 2017). Those conditions can be explained by Dunning’s 

motivation of the internationalization, especially market-seeking. As noted earlier, if the 

market is expected to grow, a company can exploit the opportunity. Compared to the 

Chinese market, the Malaysian market is still underestimated. Thus, if Carl Hansen & Søn 

enters the market, then the company can take advantages of as the first mover.  

Given that it takes time for BOP to grow as a middle-income class, they should be 

considered potential customers in a long-term perspective. However, in both countries, 

high middle income and affluent classes exist, thus, the expansion in China and Malaysia 

should be perceived as not only a investment but also securing market position. 

Considering the existing high middle and affluent classes and the growing middle-income 

class, Carl Hansen & Søn should replicate the market positioning strategy that the firm 

has implemented in Japan. The potential customers or existing customers who can afford 

the Carl Hansen & Søn’s products belong to global segments that pursue global standard 

products and services (Khanna and Paleup, 2006). Thus Carl Hansen & Søn’s market 

positioning strategies should be implemented under the global branding strategy. The 

following table summarizes analyzed market factors that have impact on Carl Hansen & 

Søn if the company enters either China or Malaysia. 
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Table 3 – Traditional Market Assessment Tool  

 

Source: Own production based on Arnold and Quelch’s Model (1998) 

7.1.3 Industry & Competition.  

“Industry structure drives competition and profitability, not whether an industry is 

emerging or mature, high tech or low tech, regulated or unregulated” (Porter, 2008: 81). 

As seen in chapter four concerning the market and industry overview in Japan, China and 

Malaysia, the competitive landscape of the furniture industry in these countries is 

considered to be fierce and highly fragmented. Although the competitive landscape is 

considered fierce in Japan, China, and Malaysia, recent trends and the market outlook of 

these countries show different degrees of attractiveness from which Carl Hansen & Søn 

can benefit from. 

As outlined in chapter five, there is evidence that shows that the Japanese market has 

saturated in the recent years (Statista, 2019). However, the Japanese market has been 

entered by leading worldwide furniture manufacturers, including a large number of 

European furniture producers from countries such as Germany. Although the furniture 

industry in Japan seems to be saturated in the recent years, it still seems to be an 

attractive marketplace for global furniture companies due to a long tradition of Japanese 

consumers recognizing good design and craftsmanship, which also has been the case of 

why Carl Hansen & Søn has paid a lot of attention to this market: CEO, Knud Erik Hansen  
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“<<We are experiencing strong growth in Japan – currently our largest export market. This 

growth has been largely driven by Hans J. Wegner’s world-famous Wishbone Chair, which 

the Japanese find quite fascinating. Japanese consumers recognize good design and quality 

craftsmanship – they do, after all, also have a strong, enduring tradition of beautiful 

craftsmanship using natural materials with distinctively minimalist expression…>>” 

(Gertsen, PR, 2014).  

From what has just been highlighted above and from what has been derived from our 

data concerning the furniture and floor covering market in Japan presented in chapter 

five, it confirms that the Japanese market still seems to be attractive and profitable for 

global leading furniture companies despite a high level of competition and market 

saturation (MarketLine, 2018a).   

The Chinese market, on the other hand, is far from saturated. However, from what have 

been derived from our data in chapter five, the Chinese furniture and floor covering 

market grew 12,7 % in 2017 and the industry is expected to grow rapidly until 2022, and 

consumer confidence still remains high. Moreover, as mentioned earlier in this thesis, the 

Chinese furniture market is considered to be the largest market in the region of Asia-

Pacific.  

Similar to the Japanese furniture market, the Chinese market is fragmented with a few 

large scale-players and large portion of small-scale-players such Carl Hansen & Søn (Ibid). 

As seen in chapter five, the future market outlook for the Chinese furniture and floor 

covering market looks bright and the market is expected to experience an annual growth 

of approximately 13 % until 2022 due to the Chinese booming market. Thus, competition 

is considered fierce and entry barriers are high due to the fact that many global furniture 

companies have already entered the market to enjoy the favourable market conditions, 

including leading Danish furniture producers such as Onecollection and Fritz Hansen 

(MarketLine, 2018a: Onecollection, 2019: Pedersen, 2007).   

Some of these companies have been present in the market for a long time and are fighting 

to get a strong foothold, including Fritz Hansen who entered the Chinese market in 2007. 
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Despite favourable market conditions and the possibility of exploiting market-seeking 

investments, competition is considered fierce and one may assume that of these foreign 

furniture companies may struggle to navigate within the Chinese market system and thus 

fail to compete on the market. This also seems to be the case of Fritz Hansen, who failed 

to get a strong foothold on the Chinese at the first point and subsequently had to 

collaborate with the Danish Embassy in Beijing (Lund & Bang, 2012). Carl Hansen & Søn, 

therefore needs be aware of a potential high level of institutional constraints in the 

Chinese market, which will be elaborated further in next section.  

Lastly, regarding the Malaysian furniture market, it has become evident from what we 

have assessed from our data in chapter five that competition is considered fierce as well. 

Despite the fact that the Malaysian market is relatively small to compared to the Chinese 

market, the country is still among the top 10 countries in the world that exports furniture. 

A large number of local furniture manufacturers are dominating the market and the 

Malaysian Government encourages these companies to export their furniture (MATRADE, 

2018). Carl Hansen & Søn, should therefore be aware of a high level of local competition 

from local furniture producers and the fact that the country in general has a great focus 

in export rather than importing furniture. However, despite above-mentioned market 

conditions within the furniture industry in Malaysia, the import of furniture has been 

increasing in the recent years (MFC, 2017).   

7.1.4 Institutions  

Supported by the literature, in order to adapt to the local context or to be a competitive 

player within the market, it is fundamental to analyze institutions. Thus, institutions 

matter. An institutional analysis will be conducted in order to assess whether institutions 

are advantageous or disadvantageous for Carl Hansen & Søn. Moreover, by analyzing 

formal and informal institutions, it reveals similarities among Japan, China and Malaysia. 

The criteria for formal institutions are political and economic system, constitutions, 

labour issues and corruption, whereas for informal institutions, culture and norms are 

analyzed. The reason why these criteria are chosen is that the type of political and 
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economic system is closely related to the stable development. It is proven that democracy 

and market economy system lead to the development.  

Second, corruption and labour issues such as strong power of labour unions may cause 

high risks for companies. Large scale corruption means during the registration process 

and operations, bribes or close relationship with government officials are required for 

short-cut. In addition, strong labour unions may cause high salaries and other conflicts 

such as strikes. Third, culture and norms provide guidelines for marketing and Human 

resources management in terms of how to approach to customers and how to harmonize 

local staffs and home-country staffs. The institutional analysis enables companies to find 

similarities between the institutions in the three countries. 

7.1.4.1 Formal institutions of Malaysia 

7.1.4.1.1 Political System and governance 

Malaysia’s political system is a federal parliamentary constitutional monarchy where a 

prime minister is elected periodically (Country reports on human rights practices for 

2011). However, since Malaysia is an Islamic country, there is a Sultan who is the head of 

the state. The Sultan changes every five years within nine Sultans. The prime minister has 

the authority to govern the country with policies and political coalition whereas the 

Sultan is a symbolic and religious position. The election for the prime minister was held 

in 2018, and Mahathir Mohamad won the election. Even though the parliament consists 

of diverse parties, the United Malays National Organization (UMNO) and the National 

Front (BN) are the most powerful political parties. Both parties represent Islamic 

interests but for votes, the parties sometimes implement policies for the Chinese-

Malaysian group that has economic power (Yusof & Bhattasali, 2008).  

As Malaysia is independent from Britain, the Malaysian constitution is based on British 

laws. However, due to having the characteristics of an Islamic country, some civil laws or 

policies are in accordance with Islamic rules. For instance, the Sultan oversees the Sharia 

courts and assigns judges. Even Sharia laws are considered priority when it comes to 

Muslims. The civil laws state of freedom of speech or religion; the government and the 

parliament have authorities to restrict or control speeches or propagation against the 

Sharia (International Religious Report, 2017). Regarding the collective bargaining power, 
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there are legal and political difficulties to make labour unions and execute the collective 

bargaining power.  

7.1.4.1.2 Economic System 

According to Rasiah and Shari (2001), Malaysia is considered among the second tier 

newly industrialized economies with export-oriented industries ruled by markets. From 

the 1970s, the Malaysian government implemented market-friendly policies as the 

Malaysia New Economic Policy (NEP) and transformed its economies into the liberal 

market economy. By transforming its economic system, the Malaysian institutions 

experienced changes to rule-based transitions because the NEP detailed policies 

regarding how the public and private sectors can overcome legislative and coordination 

problems (Yusof & Bhattasali, 2008). By pursuing the market-friendly policies, the 

Malaysian institutions transformed into rule-based institutions and achieved rapid 

economic growth, political growth, and poverty alleviation that led to political stability 

(Rasiah and Shari, 2001). For instance, Malaysia ranked 15th in Ease of Doing Business in 

a report published by the World Bank (2019). Malaysia achieved high scores in ‘enforcing 

contracts’, ’getting credits’, and ‘protecting minority investors’ (The World Bank, 2019).  

Even though the Malaysian economy follows market-based rules, the government is still 

the main actor for the Malaysian economy. The government announced long-term 

economic plans to boost exports and other macro economy indices. For instance, the 

government encourages domestic furniture manufacturers to export to high-income 

countries such as the United States, the European Union, and China (MATRADE, 2018). In 

addition, the Malaysian government supports the manufacturers to transform into 

original design manufacturers to compete with worldwide design furniture companies 

by taking advantage of the origin of the high quality of timber and low labour costs. 

 7.1.4.1.3 Large Scale Corruption 

Even though Malaysia pursues democracy and market-friendly policies, the government 

is a dominant player in the economy. Thus, national economic institutions are 

fundamental for policies or economic activities (Andriesse and Helvoirt, 2008). According 

to Corruption perceptions index 2018, Malaysia was ranked 61st among 180 countries 
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and scored 47 out of 100. As the government plays an important role in the economy, 

large scale corruption occurred (Bloomberg, 2018).   

7.1.4.1.4. Labour Market 

The Malaysian labour market experiences challenges such as inadequate pay, difficulties 

in unionization, working hours, low skilled jobs, and undeveloped social safety nets 

(OECD, 2017, 2019). Moreover, the labour productivity growth declined and was 

recorded around 3% in 2016, which was lower than other developing markets such as 

Thailand and Indonesia (OECD, 2019). Due to lack of training and education, students’ 

skills or educational attainment levels were considered low. The rate of women’s 

participation was recorded at a low of 54% in 2014 (Ibid). 

7.1.4.2 Informal Institutions of Malaysia 

7.1.4.2.1 Culture and Norms 

Malaysia is a dynamic country with a variety of ethnicities and religions. The government 

pursues policies to harmonize all different segments, but Islam is considered the major 

or representative religion of Malaysia (International Religious Freedom Report, 2017). 

Even though Buddhism and Christianity are the second and third most popular religions 

in Malaysia, Islam is still strongly embedded in people’s lives. The Malaysian constitution 

states that Islam is the “religion of federation” and according to the report, “the 

relationship between Sharia and civil law remains unresolved in the legal system” 

(International Religious Freedom Report, 2017:1).  

As Islam is above all other religious groups in Malaysia, it is embedded in the locals’ lives 

not only in constitutions but also in community activities or organization; discrimination 

against non-Muslims is common and taken as a matter of course. The Chinese-Malaysians 

are a minority in terms of ethnic groups; however, they have significant impacts on the 

Malaysian economy. Andriesse and Helvoirt (2008) indicate that when doing business 

with the Chinese-Malaysians, informal institutions play an important role, such as long-

term relationships or emotional decision-making (Andriesse and Helvoirt, 2008).  

Malaysian institutions have more similarities with Japanese institutions. Malaysian 

formal institutions are alike except for the labour market, the structure, or system. This 

means the strategies implemented in Japan can be applied to the Malaysian market in a 
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much easier way than compared to the Chinese market. However, adjustments need to 

be conducted with consideration about the Islamic culture, which is embedded in 

Malaysian formal and informal institutions.  

This significant difference may be constraints for Carl Hansen & Søn when the company 

designs and executes entry and operation strategies based on its Japanese experience. 

Moreover, as Malaysia is in the process of economic and political development, the 

company’s strategies need to be contingent upon formal institutions of Malaysia, such as 

infrastructure, regulations, and political stability. Even though Malaysia ranks higher 

than Japan in the Ease of Doing Business Ranking, Japan is a much more rule-based 

society and stable country because Japan has accomplished a stable political and 

economic system despite experiencing institutional transitions. The company only 

exports to Malaysia through the official retailer. As the country has experienced 

development, a JV or a subsidiary is required in order to capture the increasing demands 

in a long-term perspective. Owing to the similarity between Japanese institutions and 

Malaysian institutions, adaptive replication strategies to the Islamic culture can be an 

option to deal with institutional voids 

7.1.4.3 Formal institutions of China 

7.1.4.3.1 Political System and Governance 

China is the Communist State where a single party, the Chinese Communist Party (CCP), 

rules the state (GlobalEDGE, 2019). The CCP is the only party in China, and in 2017, Xi 

Jinping was exalted as President once again. The president is a representative of the CCP, 

and the central government exercises power because the hierarchy of the government is 

associated with the CCP. The Central Committee decides the national plans for the 

Chinese government through the National Party Congress (NPC) (The Council on Foreign 

Relations). For example, China’s 13th Five-Year Plan (2016 – 2020) approved which aims 

to consolidate the governance, accelerate the domestic growth, and integrate China and 

the world by the Belt and Road initiative (The State Council of The People’s Republic of 

China, 2016,2017).  
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7.1.4.3.2 Economic System 

China has opened its market to the world since 1978 as Deng Xiaoping, who was the 

chairman of the CCP, announced the “open door policy” to accept foreign investment in 

authorized special economic zones (BBC, 2019). Now, the economic system is considered 

a centrally planned economy with an open market system. However, the Chinese 

government rules the economy system (Weingast, 1995). For example, foreign investors 

have difficulties to establish Wholly Foreign-Owned Enterprise (WFOE), because the 

Chinese government strictly limits the scope of industries and investment for the 

approval (The Canadian Trade Commissioner Service, 2019). Thus, JVs with Chinese 

companies are well-known alternatives for international investors or firms  

As the Chinese economy is vested in the government, approximately 150,000 State-

Owned Enterprises (SOEs) are operated or ruled by the central and local governments. 

The SOEs dominate the markets, such as telecoms, finance, energy, and infrastructure 

(Export.gov, 2017). Moreover, the executives of the SOEs are members of the CCP, which 

means the SOEs are subject to the CCP. The SOEs go abroad in accordance with the 

government policies, and some of them become worldwide companies (Ibid). Moreover, 

the Chinese economy faces problems such as saturated growth, rising salary issues, and 

undeveloped western regions. Intellectual Property Rights problems stemming from 

frequent imitation are still a concerning problem.  

The Chinese government implements many market-friendly policies and strives to 

improve the business environment; according to the Ease of Doing Business Ranking, 

China ranks 46th in 2019, which is a jump from 80th. However, China still achieved low 

scores at getting credit, protecting minority investors, trading across borders, and 

resolving insolvency (Ease of Doing Business, 2019). According to China’s 13th Five-Year 

Plan (2016 – 2020), the Chinese government encourages investment in R&D and aims to 

transform its economic structure from traditional manufacturing to smart manufacturing, 

e-business, and technology (The State Council of The People’s Republic of China, 2016, 

2017). 

In terms of the furniture industry, as noted in the industry analysis, China is the world’s 

largest furniture production country and exporter. As the government pursues 

environmental policies and encourages companies to comply with regulations, the 
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furniture industry transforms into green manufacturing. Moreover, e-commerce has 

been embedded in everyday life, making the connection between online sales, marketing 

sales, offline operation, and consumption has been crucial for sales (HKTDC Research, 

2018).  

7.1.4.3.3 Large Scale Corruption 

As the CCP is the dominant player both in the economy and politics, the corruption within 

the bureaucracy has been always an issue. Moreover, due to Guan-xi, which is the Chinese 

way of forging relationships and conducting business, the chain of collusive ties between 

politicians and businessman is also one of the biggest problems. President Xi announced 

strict anti-corruption policies; however, China still ranked 87th among 180 countries and 

scored only 39, which was a decrease from past results (Transparency Index, 2019).  

7.4.1.3.4 Labour Market 

As the second largest economy in the world, China has taken advantage of cheap labour 

costs (Forbes, 2017). In 2018, 776 million people were employed, 424 million people 

were urban employees, and 351 million people were rural employed (National Bureau of 

Statistics of China, 2018). Zhang and Wu (2018) analyze the recent situation of the 

Chinese labour market and state that the Chinese employment rate is close to full 

employment. Moreover, the number of youths who can contribute to the labour market 

are still abundant, and they are trained with high education. However, the Chinese labour 

population ages rapidly with low birth rates, so many related issues have risen. Moreover, 

the salary increases rapidly, which means China has lost the attractiveness of low labour 

costs. Another labour market problem is the salary gap between rural employees and 

urban employees, which aggravates inequality (Zhang and Wu, 2018).   

7.1.4.4 Informal Institutions 

7.1.4.4.1 Culture and Norms 

The relationship is an embedded institution of China. The network emanates from the 

relationship between individuals or organizations. Jansson et al. (2007) state that the 

fundamental pillar of the Chinese informal institution is the network as Chinese prefers 

long-term, strong solidarity within the relations. In this regard, emotional decisions are 
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sometimes conducted in place of logical decisions within the relationships because the 

relationship is based on trust (Jasson et al., 2007). 

The Chinese methods of relationship is well-known for ‘Guan-xi.’ However, Guan-xi is the 

organizational level of relationship (Luo, 2011). Luo (2011) state “guanxi at the 

organizational level as managerial ties and define organizational guanxi as managers’ 

social networks and ties with business partners and government officials that can be 

employed for organizational purposes” (Luo, 2011: 140). Luo classifies Guan-xi into two 

types: business-ties and government-ties. The business-ties consist of relationships with 

stakeholders such as customers, suppliers, competitors, and other intermediates 

whereas the government-ties are a close connection with central or local governments 

and other supporting and regulatory organizations. These different types of relationships 

are embedded in business activities, and they play a dominant role in enhancing the result 

of business activities. As China has been a member of WTO and has complemented 

regulations, the government-ties have weakened (Luo, 2011). In this regard, the Chinese 

institutions can be described as in the early process of transformation from network-

based relations to the rule-based transactions. However, as the network is embedded in 

not only business activities but also lives, it is fundamental to adjust to the Chinese 

distinctive informal institutions.  

7.1.4.5 Formal Institutions of Japan 

7.1.4.5.1 Political System and Governance 

The political system of Japan is the parliamentary constitutional monarchy, which is 

similar to the United Kingdom’s political system (GlobalEDGE, 2019). The emperor is the 

symbol of the country, national unity, and the final approval for the national laws and 

policies; on the other hand, the prime minister is the operational level who runs the 

government.  

The prime minister is assigned by parliament. Shinzo Abe has been the prime minister 

since 2012 and is the president of the Liberal Democratic Party as well (Prime Minister 

of Japan and His Cabinet, 2019). The prime minister designates the member of the 

Minister of the States. The Cabinet’s policies should be approved by The National Diet of 

Japan, which is in charge of making laws and supervising the Cabinet (Prime Minister of 
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Japan and His Cabinet, 2019). In this regard, the bureaucracy in Japan has a highly 

hierarchical structure. As Japan preserves democracy and pursues the market economy 

policies, the country’s risk is considerably low and is ranked A2, Low risk. (GlobalEDGE, 

2019). Moreover, Japan is considered one of the most highly free countries in 2018 

(Freedom House, 2018).  

The Japanese civil law system is the mixture of the German model, the Anglo-American 

model, and Japanese tradition (CIA World Fact Book, 2019). Thus, the civil law system or 

social governance seems similar to Western countries but is adjusted to the Japanese way. 

For example, the constitution guarantees the right to form labour unions, and the labour 

unions can exercise their collective bargaining power (ILO, 2006). However, the 

distinctive characteristic, lifetime employment, the way of exercising the collective 

bargaining power, and the participation in the management are different from other 

countries (Tackney, 2009). According to the Heritage Foundation’s country report, the 

Japanese judiciary is considered independent and fair. The laws secure the protection of 

both intellectual and real property rights; regulatory processes regarding business are 

estimated effective (Helmke & Levitsky, 2004, The Heritage Foundation, 2019).   

7.1.4.5.2 Economic System 

Japan is one of the most developed countries with a market economic system. Moreover, 

in terms of market size, Japan is the third largest business economy in 2018 (World 

Economic Forum, 2018). Even though Japan has suffered a long depression called the 

‘lost-decade’ since the 1990s, Japan has been an attractive country for foreign investors 

due to high PPP and high- and middle-income classes. As noted, in order to break the lost-

decade, the Japanese government intervenes in the market; however, the government 

also guarantees economic freedom and pursues market-friendly policies (Ibid). 

The government policies, in order to revive economic growth, were not effective to 

change the momentum. Prime Minister Abe announced active intervention in the market 

(The Government of Japan, 2019). The active intervention policy named ‘Abenomics’ is 

implemented with aggressive monetary policy, flexible fiscal policy, and growth strategy 

(The Government of Japan, 2019). One of the key aggressive monetary policies is 

exchange rate intervention. Japanese macroeconomic indices have improved according 

to the government of Japan 2019. For example, the unemployment rate was 2.4 % and 
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nominal GDP has increased since 2012. Japan was considered lagging behind in terms of 

participation in Free Trade Agreement (The Heritage Foundation, 2019). However, the 

Abe government has aggressively promoted negotiations; as a result, Japan concluded the 

Trans-Pacific Partnership (TPP) and Japan – EU Economic Partnership Agreement, which 

is one of the largest bilateral free trade agreements (The Government of Japan, 2019). In 

addition, the government pursues corporate tax reduction policies and reduces 

administrative costs by 20 % for foreign direct investment to improve the business 

environment. 

7.1.4.5.3 Corruption 

According to Transparency ranking 2019, Japan ranked 18t among 180 countries and 

scored 73 among 100. However, due to the close relationship between the government, 

the politicians, and companies, the possibility of scandals is considerably high (The 

Heritage Foundation, 2019). Moreover, high ranking government officials are commonly 

assigned as one of the members of a board or the management position within Japanese 

companies. This connection is called amakudari (The Heritage Foundation, 2019).  

7.1.4.5.4 Labour Market 

66.28 million people were recorded as employed in January 2019, which means the 

employment rate was 59.7%, and the unemployment rate was recorded at 2.4% (Ministry 

of Internal Affairs and Communication, 2019). As Abenomics has achieved positive 

results, the labour market seems to break the momentum. The lifetime employment, 

senior-based wages, and regular/non-regular workers are general characteristics of the 

Japanese labour market (The Japanese Institute for Labour Policy and Training, 2017). 

The most fundamental problem in Japan is one of the aged-society; the number of 

productive labour forces have decreased. In 2018, 35 million persons were more than age 

65 (Ministry of Internal Affairs and Communication, 2019). Approximately 29% of the 

total population is expected to be more than age 65 in 2020 and approximately 30% in 

2025 (Cabinet Office, 2016). Thus, the labour market for people who are older than 65 is 

the biggest issue in Japan. Another problem is the differentiation between regular and 

non-regular workers and women and men as well. There are window ceilings for non-

regular workers and women. The Abe government struggles to eliminate these obstacles 
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and make guidelines and legislative rules (The Government of Japan, 2019). However, 

concerning the labour unions, they can freely exercise their collective bargaining power. 

However, they do not protest in aggressive ways or frequently. Rather than protest, the 

labour unions discuss and agree with labour issues and participate actively with 

management. In addition, the union participation rates have decreased (Ibid).   

7.1.4.6 Informal Institutions of Japan 

7.1.4.6.1 Culture and Norms 

Japan is assessed as a rule-based society. However, the informal institutions have an 

impact on society as well. Hierarchy is one of the embedded Japanese informal 

institutions. Compared to other languages, the reflections of hierarchy “can be seen in 

language and everyday situations like the junior asking for advice or confiding in a senior 

than to a person who is in the same bracket as himself in the hierarchy (Bhaduri and 

Chandra, 2008,:11).” Bhaduri and Chandra (2008) analyze that adhering hierarchy is 

based on family culture, which is historically called Kazoku-kokka. As Confucianism was 

introduced to Japan in the early 12th century, it became the basic pillar for the family and 

social relationships. In this regard, the hierarchy of the bureaucracy, companies, and the 

differentiation between non-regular workers/regular workers and women/men should 

be analyzed as part of informal institutions. Another well-known informal institution is 

amakudari, which is the symbol of the close social and political relationship between the 

government and private firms. Helmke and Levisky (2004) state that the long tradition 

amakudari became an effective informal rule of the game that exercises power through 

the social network. 

Collective responsibility with harmony and specialization with individual performance 

are also embedded in the Japanese culture. In the Tokugawa era (1603-1868), 

synchronization as one group was important. Rather than staying as an individual 

member of the group, each person had to work collectively and evolve emotionally as 

well (Hill, 1995). By being responsible for specialized tasks, individuals were able to 

perform the best, which helps a group achieve its goal. Thus, individualism in Japan 

should be considered different from the Western concept of individualism. 
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The last embedded institution is Kaizen, which refers “quality control strategy recognised 

with the management practice associated with the Toyota Production system (Bhaduri and 

Chandra, 2008:18).” However, according to Bhaduri and Chandra (2008), Kaizen means 

“small changes for betterment” (Ibid).  The Japanese tends to adapt small adjustments for 

incremental improvement rather than large-scale and rapid improvement or changes.  

As noted earlier in this thesis, institutions are external factors that shape companies’ 

strategies or approaches when they enter a new country. In other words, to analyze 

whether the institutions can be constrained or beneficial is fundamental in deciding entry 

modes or operational strategies. According to our analysis, the Chinese formal 

institutions have significant dissimilarities compared to the Japanese ones due to the 

different political and economic systems. As the economic system is subject to the 

political system, foreign companies have to take a high political risk, such as policies or 

attitudes toward foreign direct investments.  

Indeed, even though China is one of the biggest and profitable markets among the three 

selected countries, the business environment is not friendly towards foreign investors. 

Formal institutions, such as strict regulations regarding establishing WOSs, are 

constraints that foreign companies need to deal with when they decided the entry modes. 

In this regard, generally, foreign firms establish a JV with Chinese companies to avoid 

regulations and take advantages of local knowledge. Moreover, informal institutions and 

relationship-based culture, such as Guanxi, work as constraints as foreign firms are 

accustomed to the contract-based relationship rather than the relation-based culture. As 

the characteristics of the Japanese informal institutions are the basis of the long-term 

relationship, Carl Hansen & Søn can deal with them. However, for the distinctive Chinese 

formal institutions, replicating the same Japanese strategies may cause high operational 

problems. Thus, adjusted strategies such as the shop-in-shop mode with the Chinese 

partner can be a way to avoid institutional constraints and to deal with foreignness. 
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Table 4 - Formal & Informal Institutions 

 

Source: Own production 

 

Internal Factors  

So far, the external factors to the company have been addressed. This section, therefore, 

follows the last part of the analytical framework by assessing and analysing Carl Hansen & 

Søn’s internal factors in terms of evaluating their previous experiences, resources, and 

capabilities. A summary is provided at the end of this section to assess both variables and 

whether there is a strategic fit that speaks in favour of an entrance and thus pursue further 

market expansion in East and Southeast Asia.  

7.1.5.  Previous Experiences  

As highlighted in the literature review, a company’s continued success is influenced by 

their ability to leverage from their own internal and unique competitive resources in 

order to attain competitive advantages in the market, and the company can draw on its 

past experiences in order to ease the process of entering and dealing with new markets 

(Hoskisson et al. 1999; Meyer et al., 2009; Brouthers & Hennart, 2007). This may, for 

instance, mean that future strategic decision might be based on and determined by what 
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the company has done previously. Historically, Carl Hansen & Søn has been very 

dependent on its home Danish market, which still accounts for approximately 30 per cent 

of the total revenue. Despite a high dependency on its home market, the company has 

experienced a rapid growth in the recent years. However, today the majority of the 

company’s revenue and growth are generated on foreign markets by increasing focus in 

investing abroad (view chapter four, a corporate overview for a more detailed 

explanation). 

Supported by the theory of Kogut & Zander (1992), companies can through 

organizational learning and internalisation exploit existing cumulative knowledge of one 

country when entering new markets, which can be done by creating new skills and 

knowledge by recombining current capabilities (Kogut & Zander, 1992). This also seems 

to apply in the case of Carl Hansen & Søn where a lot of attention first has been given to 

their home markets where the company has focused on developing the business to 

become a strong competitive player before expanding its scope of its home market. 

However, gaining a strong foothold on the home market has been necessary for the 

company before increasing its presence globally.  

Through the several takeovers of leading furniture manufacturers on the Danish market, 

which include the acquisition of Rud Rasmussens Snedkerier, P.J. Furniture, Niels Roth 

Andersen, and Søborg Møbler (seen in the previous experiences chapter, in chapter six), 

Carl Hansen & Søn has set itself apart from becoming more dominant on its home market, 

acquired various resources and capabilities in terms of increasing its product portfolio, 

acquired new knowledge (know-how), and gained experience, which has prepared the 

company to compete globally. It is just within the recent years that larger investments 

into emerging and developing markets have been made, including the acquisition of DAFI 

Tropicdane in Vietnam.  

Apart from above-mentioned investment in the region of Southeast Asia, Carl Hansen & 

Søn has opened up for investments in large export markets such as the USA, UK, Italy, and 

Japan to target further market expansion internationally and to reach the goal of 

generating a revenue of DKK 1 billion in 2022. This shows that a high level of commitment 

has been paid to these large export markets. Targeting large export markets more 

intensively in terms of undertaking a stronger equity of establishment can be seen as a 
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faster way to tap into these large and important growth markets. An obvious and 

empirical example is the investment made in Vietnam, USA, UK, Italy and Japan in terms 

expanding market presence and opening new flagships in different cities within the 

countries to take advantage of the possibility of enjoying market and population size.  

Drawing on these past experiences of operating within both developed, emerging, and 

developing markets may ease the process of entering new markets in an EM and DM 

context. Thus, Carl Hansen & Søn will be able to rely on specific knowledge, resources, 

and competencies gained from previously working within the same market context. 

Moreover, drawing on previous experiences might also minimize the business risk of a 

future entrance. Despite the fact that we lack data regarding Carl Hansen & Søn’s present 

and previous challenges in operating within a different market context compared to the 

home market, one can assume that external factors in terms of market conditions, 

industrial factors, and institutional constraints might have had an effect on planning 

business activities abroad. These challenges might probably have served as an important 

lesson for the company and possibly made Carl Hansen & Søn more reluctant to further 

invest into large consumer and export markets.  

From what has just been highlighted in chapter six on Carl Hansen & Søn’s previous 

experiences in foreign markets, it has become evident that attention has been paid to 

develop its presence on large consumer and export markets because of the possibilities 

that these markets present. Carl Hansen & Søn’s commitment to the Japanese market 

clearly shows this fact as it serves as the largest overseas market for the company.  

7.6.1. Resources & Capabilities  

As mentioned in the literature review, we can use the RBV to analyse and shed light on 

how Carl Hansen & Søn can rely on specific resource-based capabilities to attain 

competitive advantages when entering additional markets in East and Southeast Asia 

(Hoskisson et al. 1999: Meyer et al., 2009). As seen in chapter four “a corporate overview”, 

Carl Hansen & Søn has throughout the years maintained its great focus on Danish design 

classics and continuously expanded their product portfolio by welcoming new influential 

designers such as Kaare Klint, Mogens Koch, Poul Kjæ rholm, Arne Jacobsen, and Børge 
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Mogensen etc. This has enabled the company to avoid dependency on Hans J. Wegner’s 

design and to meet the vision of bringing famous Design classics under one roof.  

Carl Hansen & Søn has, through its several takeovers of other leading furniture 

manufacturers, become more competitive (as seen in the former section and as explained 

in chapter six - previous experiences) and acquired new knowledge in the form of human 

capital, market knowledge, and resources in terms of acquiring new strong brands and 

thus increasing their product portfolio. Moreover, financial resources have been allocated 

each year to strengthen product development while constantly working on improving 

production techniques.   

When it comes to production and product development, Carl Hansen & Søn can benefit 

from their new production facilities in Gelsted, where plenty of time, money, and 

resources have been spent in improving production facilities. This new production 

capability might enable the company to meet future increasing demand. Apart from being 

able to meet future increasing demand, the new production capability might also enable 

Carl Hansen & Søn to benefit from new production techniques, thus increasing their 

know-how within production in order to meet their high-quality standards.  Further, the 

company has become financially strengthened due to increasing revenue and growth in 

and outside of its home markets in the recent years (seen in the chapter four – a corporate 

overview). This financial resource might, for instance, enable Carl Hansen & Søn to fund 

future projects and to compete globally without being too dependent on external 

partners, which they can draw from if they should come in a situation in which they would 

need to take a higher risk in terms of borrowing from foreign sources.   

Lastly, after the company’s finding in 1908 Carl Hansen & Søn (view company profile in 

chapter four for a more comprehensive explanation), it has been led by three generations 

and has gone through major changes. However, the company seems to have kept some of 

its core values and knowledge in terms of producing Danish design classics since its 

creation. This might have enabled Carl Hansen & Søn to have a clear focus on how to 

expand the business by drawing on past experiences and knowledge throughout more 

than 100 years. This may, for instance, have been a great asset for the company and a 

strength they can benefit from when preparing Carl Hansen & Søn for future steps.  
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7.2. “Where” to enter?  

As outlined in our introduction, the second part of this chapter outlines which markets make 

up the greatest potential for Carl Hansen & Søn (eg. Japan, China or Malaysia). This chapter 

elaborates on the potential for growth of China and Malaysia by applying emerging market 

assessment models suggested by Sakarya et al. (2007). Since countries in East & South East 

Asia are not homogenous, this model allows clear evaluation of the different degrees of 

attractiveness for Carl Hansen & Søn . 

7.2.1. Market overview.  

7.2.1.1 Elabouration and comparison of selected countries  

 Long-term potential for Emerging Market  “Q = (P + NP) X (DevGDP – AdjGDP)”, “where 

Q, total market potential; P, national population; NP, new population, i.e. population growth 

in the planning period; DevGDP, average per capita GDP in developed markets; and AdjGDP, 

GDP in measured country market adjusted to purchasing power parity level” (Sakarya et al, 

2007:216). 

By aggregating population and GDP data, it is possible to predict the future market size 

and compare how much the emerging market expands. The size of the segment is only 

one of criteria in the market assessment. Compared to developed countries, as Arnold 

and Quelch (1998) indicated in order to evaluate where a company should enter among 

developing countries, the assessment tool has to be adjusted in the context of developing 

markets. Since the bottom of the pyramid and lower income classes are the majority, 

when a global company plans to enter the developing market, the fundamental criteria is 

the potential for economic growth. In order to calculate the potentiality, macro level of 

indices such as GDP per capita and population are complexly evaluated in one context.  

We have combined the traditional market assessment model and the Sakarya et al.’s 

(2007) non-traditional model while adding some new variables to show more clearly the 

potential of the emerging markets. The non-traditional model is considered to be a useful 

tool to predict the long-term potential of the emerging market and for finding similarities, 

thus, as complement indicators, we add GNI per capita in PPP. Indicators Potential 2025 

and 2030 also support the economic development because these two indicators show the 

result of both growth in population and the market sizes. In accordance with the growth 
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of population, the market sizes of two countries are expected to expand. Moreover, the 

upper middle class 2020 indicator shows that the class that has purchasing power 

increases more than 70% in China, whereas in Malaysia it is expected to reach 11.32% 

(World Bank, 2019).   

7.2.1.2   Cultural Distance 

Many institutional scholars state that developing countries firms know how to take 

advantage of institutional voids, which is why multinational companies from developed 

countries have difficulties taking over the dominant position in developing countries or 

emerging markets (Khanna and Palepu, 2010). Institutions consist of formal and informal 

institutions. Informal institutions are related to culture and norms; thus, “the institutional 

environment that shapes a company’s competitive advantage is embedded in national 

culture” (Sakarya et al., 2007: 217). Sakarya et al. (2007) refer Kogut and Singh’s formula, 

“where CDj, cultural distance for the jth country; j, country; I, cultural dimension; Iij1, 

Hofstede’s score on ith cultural dimension and country one ( j1); and Iij2, Hofstede’s score 

on ith cultural dimension and country two ( j2) (Sakarya et al., 2007:218).” According to 

this calculation, the subjective concept of cultural distance transforms into the objective 

numbers that can be compared with one another. The lower score indicates that the 

emerging market is less different from the origin of the company. 

In this regard, by assessing the cultural distance from the origin country of the firm, the 

company can analyze the attractiveness of the new market, set up marketing or 

localization strategies, and even decide the entry mode. However, another similarity of 

these two countries is that the results of the cultural distance from Denmark are more 

than 96. The highest index is Malaysia at 101.75. As noted, the lower score indicates less 

cultural differences from the origin country; however, the results show that these two 

countries have significant cultural differences from Denmark. Interestingly, in Japan, 

where Carl Hansen & Søn has already successfully entered and has penetrated the market, 

the cultural distance is recorded 114.8, which is higher than the other two emerging and 

developing countries. Moreover, the results of the cultural distance from Japan are less 

than 100. The highest index is Malaysia at 99.43 and China scores 77.7. This result shows 

that China is has less cultural differences from Japan compared to Malaysia. Considering 
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all factors, cultural differences do not matter in the long-term perspective (Sakarya et al., 

2007: Hofstede, 2019).  

 

Table 5 - Non-traditional Market Assessment Model 

 
Source: Own production based on Sakarya et al.’s model (2007) 

7.2.2 China 

As highlighted in the previous sections, the Chinese market is the biggest and most 

profitable market in the world. Even though China’s GDP growth seems to have decreased, 

the annual GDP growth of China is reported to be more than 5%, which is the highest rate 

among the emerging markets and developing economies. Still, the market size has 

expanded in accordance with the urbanization and development in the Western China. 

The Chinese market achieved 6.9% growth in 2017 and 6.6% in 2018 (IMF, 2019). 

According to the IMF forecast, even after 2020, China is the only country that is expected 

to achieve more than 5% GDP growth. (View Appendix 13)  

Moreover, the size of the middle class, especially the upper middle class, is expected to 

expand rapidly. According to McKinsey’s report (2013, view Appendix 14), the upper 

class will account for 54% of the total households in 2022. This expectation is in line with 

the BCG’s report, which elaborates on the growth of the Chinese middle-income class. 
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This expansion provides an insight that the Chinese market is the most profitable market 

for designed luxury furniture, due to the purchasing power of the consumers. Because of 

the price of Carl Hansen & Søn products, only upper middle class and the affluent can 

afford the products, and in this regard, the growth of the affluent and the upper middle 

class supports why the company has to expand its business in China. Khanna and Palepu’s 

segment can be applied to the phenomenon since the local segment, low middle class, and 

low-income class jump into the glocal segment in accordance with the rising purchasing 

power of the middle class.  

According to Sakarya et. al’s market assessment, the market potential by 2025 is USD 

23,861,461 (GDP per Capita) which is the highest figure among Japan and Malaysia. 

Moreover, even though the GNI per capita in 2017 ranks the lowest among three 

countries, as noted in the chapter four, the current furniture market in China accounts 

62.2% of the total market value of the Asian market. The size of the Chinese market will 

reach the value of $270.5 billion in 2022 (Marketline Report, 2018b). The calculated 

market potential indicates the attractiveness of the Chinese market and serves to 

demonstrate the power of the development of the middle-income and high-income class 

in emerging market and developing countries. 

However, compared to other two countries, due to strict rules and regulations, the 

country risk is ‘B.’ The degree of ‘B’ means that the risks caused by institutions and 

politics are acceptable, but these factors influence the market in negative ways. Moreover, 

the corruption rate is still higher than those of Japan and Malaysia, the local partnership 

is highly required. Rivals, such as Onecollection and Fritz Hansen entered and have 

expanded their size in China through retailers. Carl Hansen & Søn builds partnership with 

a Chinese company and implements shop-in-shop strategy but the phase of the expansion 

is quite slow when compared to other rivals. In order to take a competitive position and 

to not lose the market shares, the company targets urbanized area and develops markets 

through an aggressive shop-in-shop strategy. However, the Chinese institutions differ 

region to region, Carl Hansen & Søn should pursue an adaptive diversification when the 

firm pursues shop-in-shop strategy in the different urbanized places as suggested by Luo 

(2007).  
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The cultural distance from the Carl Hansen & Søn’s home-market, Denmark, is 96.48, 

which is the lowest among three countries. Compared to the cultural distance from the 

Japanese market which is equivalent to 77.7, the gap is low, which means the two markets 

are similar. In other words, the marketing strategies or operations strategies of the 

Japanese market can be replicated (Sakarya et al., 2007: Hofstede, 2019).  

7.2.3 Malaysia 

As analyzed in the previous sections, the Malaysian market is a remarkable market among 

other developing countries and emerging markets, but, the relatively small size of the 

population means the Malaysian market does not get attention from MNCs. Even though 

the size of the population is relatively small, the Malaysia’s annual GDP growth seems to 

retain more than 4% and expects to maintain 4% after 2020 (IMF, 2019). Moreover, as 

highlighted earlier, the GNI per capita (current international USD) is $30,600 in 2018, 

which is higher than the biggest market China, the average of the East Asia & Pacific 

($19,328) and the South Asia region ($7,068) (World Bank, 2019). The level of the 

Malaysia’s GNI per capita belongs to the middle-income country though the country is 

considered a developing country and as an emerging market. In addition, the GDP per 

capita (Current USD) is $11,238.957, which is higher than China and other emerging and 

developing countries (View Appendix 15). According to Sakarya et. al’s calculation, 

Malaysia’s market potential by 2025 is $1,071,171. Moreover, the country is considered 

one of the N-11. 

The size of the middle class and the affluent class accounted for approximately 83,6% of 

the total income in 2017 (Malaysia Statistic Dep, 2017, View Appendix 16). The size of the 

population of the BoP expects to decrease as the poverty is abbreviated. In 2020, the 

upper middle-income class will take 32% of the total share of the population supported 

by the policy of the Malaysian government, which targets to foster middle class and to 

reduce the income inequality. In this regard, the BoP will jump to the middle-income class 

and the middle-income class will become upper middle-income class or affluent. The 

calculated market potential and the current GDP or GNI per capita indicates the 

attractiveness of the Malaysian market and serves to demonstrate the power of the 

development of the middle-income and high-income class in emerging market and 

developing countries. 
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The country risk of Malaysia is one level lower than the Japanese market, which is A3, low 

acceptable risk. Compared to China, the risk level is higher since the Malaysian 

government aims to establish market friendly economic system. In addition, the 

government fosters the development of the furniture industry. Given the fact that the 

Malaysian furniture market is in the initial phase of growth with few rivals, the size and 

the value of the Malaysian furniture market is expected to grow rapidly. For example, the 

retailer that Carl Hansen & Søn deals with, the Studie216 opened its second store with 

the demands for the luxury designed furniture company. Rivals have not established 

subsidiaries yet, thus, if Carl Hansen & Søn enters the market, the company can take 

advantage of the first mover. 

Regarding the cultural distance compared to the home market, Denmark, Malaysia has 

significant cultural differences since the score is 101.75. However, the score of the 

cultural distance between Malaysia and Japan is low, which means that the institutions 

are similar, so Carl Hansen & Søn can benefit from the previous experiences in Japan 

(Sakarya et al., 2007: Hofstede, 2019).  

7.3. “How” to enter?  

As highlighted in our literature review, various strategic decisions need to be taken into 

consideration when it comes to setting up business operations in foreign markets and 

designing an appropriate entry strategy as external and internal factors affect an entrance 

to the market. However, the two previous sections in this chapter have addressed and 

examined the “why” and “where” to enter in East and Southeast Asia; hence, this section 

discusses the topic on how to enter in this region and whether it may be possible to replicate 

the set-up used on the Japanese market in a meaningful way. Thus, the answers are to be 

found by applying and following the logic behind our analytical framework. Therefore, this 

last section discusses and determines the right entry mode in relation to the choice of the 

level of engagement and commitment as well as market positioning based on the 

examination of external and internal variables to the company.  

7.3.1. The Choice of Entry Mode  

Supported by the IB literature within market entry strategies, we have seen that many 

companies are faced with the challenge of determining the right entry mode on foreign 
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markets due to various entry options, ranging from an arm's length perspective to a more 

hierarchy-based entry through subsidiaries. This means whether Carl Hansen & Søn 

should enter China and Malaysia with full control and ownership or less control in terms 

of entering through direct export and thus take small gradual steps towards 

internationalization as the Uppsala model suggest.   

As we have seen in the previous experiences chapter (chapter six), Carl Hansen & Søn has 

focused heavily on consolidating itself on their home market by acquiring leading 

furniture companies before expanding their commercial activities on foreign markets. 

The company has thus taken small, gradual steps towards internalization. Most of the 

foreign markets have, as a first step, been penetrated through non-equity modes in terms 

of direct export or contractual agreements in terms of entering through a local agent or a 

leading retailer (distributor).  

By taking gradually small steps towards internalization and entering through an arm's 

length perspective, the company has been able to allocate less resources compared to an 

equity-mode while still acquiring market experiences and knowledge. Moreover, by 

engaging in cross-border operations, it has allowed Carl Hansen & Søn to exploit existing 

market knowledge and transfer specific assets from their home country. From what has 

already been identified in chapter four and six and subsequently in this chapter, the 

company possess a large degree of firm-specific resources and capabilities. These 

ownership advantages consist of intangible (reputation, market experiences and 

knowledge etc.) and tangible assets (production technology among others), which can be 

used to distinguish Carl Hansen & Søn from its competitors. 

 Yet, evaluating the internal factors that may influence an entry, both RBV and KBV 

consider knowledge (tacit and explicit) as crucial to attain competitive advantages in the 

foreign market. This means that Carl Hansen & Søn should be able to exploit and enhance 

existing knowledge to avoid competitors getting too strong on the market and in order to 

enter the market/markets. So far, the company seems to have acquired most of their 
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market knowledge on foreign markets by collaborating with leading retailers and 

engaging in arm's length transactions.  

By following the logic behind our analytical framework and what was identified within 

the IB and EM theories, competitive advantages do not simply arise from having a unique 

set of resources and capabilities. This means that the firm-specific resources and 

capabilities that Carl Hansen & Søn possess need to fit the external environment in order 

to avoid being endogenous to the company and in order to deliver a competitive 

advantage. In this regard, by applying our analytical framework, it means that the internal 

factors need to be aligned with the external factors in terms of the market, industry and 

competition conditions, and lastly the institutional setting in Japan, China, and Malaysia.  

As highlighted in the IB and EM literature, the external factors differ from country to 

country and are crucial for decision-making for the entry modes and the operations 

strategies. The market, industry, and competition conditions as well as the institutional 

setting have been analysed and assessed throughout our investigation. The market 

research has been emphasized within the EM literature, and the market situation has 

been highlighted in the following analysis, which clearly shows that the selected countries 

within the region offer different degrees of market attractiveness and growth potential. 

Due to the complexity of operating within a diverse market context and particularly in 

emerging markets and developing countries as pointed out in the literature, a low risk 

entry in terms of direct export or a contractual agreement in terms of strengthening local 

partnerships with retailers or agents would be beneficial in the initial phase of an 

entrance in order to minimize risks. This strategy would particularly prove to be 

beneficial in the Chinese market due to the institutional setting (formal and informal) 

within the country.  

Despite the fact that the “Open Door Policy” in China was established in the late 70s, the 

business environment is still not friendly towards foreign investors, as we have 

highlighted previously within the institutional section. Even though that many companies 

decide to internalise in markets with uncertainty and weak institutions in order to 
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minimise transactions costs, which was identified in the IB theory, transactions costs may 

always occur to some extent. Instead of allocating too many resources upfront by 

undertaking an equity-mode of entry and thus undertake a higher risk, Carl Hansen & Søn 

should focus on strengthening their partnership with the local furniture retailer John 

Chang in order to develop their shop-in-shop strategy in Suzhou in Eastern China. An 

increasing focus on strengthening local partnerships in terms of developing their shop-

in-shop strategy seems to be necessary to work around with a high level of institutional 

voids. Moreover, to overcome the institutional barriers the company could consider 

collaborating with the Danish Trade Council (Danish Embassy) in Beijing as Fritz Hansen 

did in order to get a stronger foothold on the Chinese market and to deal with the 

foreignness.  

Although a continuation of a more arm's length-based entry through a non-equity mode 

would imply less control over assets compared to a more hierarchy-based entry through 

undertaking a equity-mode in terms of establishing a WOS, it will still allow Carl Hansen 

& Søn to test the market in an economic way and to acquire market knowledge and 

experiences. This would enable the company to become more familiar formal institutions 

such a strict rules and government regulations within a planned economy, and informal 

institutional factors such as “Guanxi”, as a result of a more relationship-based culture. 

Thus, the disadvantages of undertaking an arm's length-based entry should be weighted 

against the advantages.  

Even though the external factors on the Chinese market and the internal factors at Carl 

Hansen & Søn speak in favour of a continuation of an arm's length-based or a stepwise 

entry at a present stage, the company can increase their engagement in Chinese market 

by taking advantage of involving their Hong Kong subsidiary Carl Hansen & Søn  Asia 

Pacific Ltd in the future (view chapter four – a corporate overview). This would allow the 

company to achieve more control and autonomy while carrying out specific commercial 

activities to support further market expansion in terms of establishing their own flagship 

stores as we have seen the company execute in the Japanese market.  
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Carl Hansen & Søn’s increasing involvement and strong commitment on the Japanese 

throughout the years shows that how a stepwise approach to an entry has proved to be 

beneficial in the initial phase of an entry before undertaking stronger commitment in 

terms of an equity-mode. As pointed out earlier in this thesis (view chapter six – previous 

experiences), Carl Hansen & Søn products were exported through official Japanese 

retailers for more than 20 years before the company established its first flagship store in 

2014, and thus decided to increase their involvement in this market.  

By undertaking a slow stepwise approach to an entry and building up strong partnerships 

with local agents and distributors on Chinese market while relying on existing knowledge 

and past experiences on foreign markets and within the Asian-Pacific region, it may 

enable Carl Hansen & Søn to be better equipped to understand the local market context 

in a long-term perspective. This may not be underestimated in terms of increasing market 

presence. The same might also apply to the Malaysian market where the company is in 

their initial phase of an entry.  

Whereas the institutional setting in China differs from the two other countries, the 

institutional setting in Malaysia has more in common with the Japanese one. Similar to 

Japan, the economic system is Malaysia consists of a market economy where liberal 

market policies such as the new NEP policy are more open and friendly towards foreign 

companies. Thus, formal institutions might not prove to be challenging in the same way 

as in the Chinese market. Regarding informal institutions, Carl Hansen & Søn needs to 

become familiar with the variety of ethnicities and religions, especially Islam since it is 

the most prevalent religion, in order to adapt to the local circumstances of conducting 

business within the country.  

Given the external factors in Malaysia and internal factors such as Carl Hansen & Søn’s 

previous experiences on foreign markets and their preliminary involvement in Malaysia, 

an arm's length-based or a step-wise entry through developing their partnership with the 

furniture retailer Studie216 might prove to be an appropriate choice of entry since the 

company is still in their initial phase of an entry. Thus, Carl Hansen & Søn should similarly 

to the Chinese market to increase attention to the importance and development of 



 

103 

 

collaboration with local agents and retailers before undertaking a stronger commitment 

in terms of an equity-mode to establish own flagship stores.  

7.3.2. Branding & Market Positioning  

Having spent the initial part of this section to discuss and determine the choice of an 

appropriate entry in relation to the overall level of commitment in the region, we now 

move further to discuss how Carl Hansen & Søn should strengthen their commitment by 

suggesting how the company can positioning itself.  Yet, supported by the literature on 

market positioning, MNCs have to decide their market positioning strategy, and whether 

they will pursue ‘global’, ‘local’ or a ‘multi-tier’ branding strategy in order to target the 

local market. The ‘global’ branding strategy aims to target the premium market consisting 

of affluent and upper middle class whereas employing a ‘local’ branding strategy enables 

the companies to target the mass market and thus benefiting from scales economies. The 

‘Multi-tier’ branding strategy aims to reach high-end customers but also potential 

customers by developing local brands (Meyer & Tran, 2006). 

As identified in EM literature, Meyer & Peng (2016) state that the entry modes and the 

operation strategies are linked together like a Jigsaw Puzzle. Thus, institutions and 

logistics should be considered in the decision-making process. Institution literature 

points out that due to the institutional voids, MNCs may confront difficulties regardless 

of their branding strategy. However, the firms would experience less obstacles when they 

pursue the global positioning strategy since the targeted customers are familiar with and 

loyal to the global standardized products. Moreover, lack of infrastructure for logistics 

makes it difficult for MNCs to distribute their products to suburbs, which means it is hard 

to implement ‘multi-tier’ and ‘local’ branding strategies. 

As Khanna & Palepu (2006) mention, the difference between the ‘global’ and ‘multi-tier 

branding strategy is that the ‘multi-tier’ positioning entails local adjustment. Because of 

the characteristics of furniture, the local adjustment seems to be difficult to apply. 

Moreover, as Carl Hansen & Søn retains in-house production, developing local brand for 

price conscious customers is not considered as an option. In this regard, it is difficult to 

pursue the ‘multi-tier’ strategy. Even though the company is not able to adjust its 

products into the local environment and develop a local brand, the company still has to 
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target a majority of the middle-income class which should be considered as potential 

customers.  

The emerging market and developing countries’ literature and market assessment 

literature emphasize, their income level rise in a fast way in accordance with the 

country’s economic development. Thus, Carl Hansen & Søn should attract potential 

customers by providing a chance to experience and acknowledge brand products like 

what the company has implemented on the Japanese market rather than developing a 

local brand. Under ‘global’ branding strategy, exhibiting Danish Design Fair with 

collaboration of other rivals and contracting with restaurants or buildings to provide 

chance to experience can be options. Another possible option to cover the price-conscious 

segment is to develop furniture-restaurants that the company operates in Japan. 

Yet, targeting the rising middle class does not automatically lead to the firm’s profit. In 

this regard, those strategy should be considered as marketing seeking activity in the long-

term perspective as noted earlier. Thus, the branding strategy should put emphasis on 

selling products to the niche market consisting of the affluent and the upper-middle class. 

As referred in literature, the affluent and the upper middle class are loyal to the global 

standardized products and brands. Although the price of the products is much more 

expensive since they are imported, the customers are not sensitive to the price setting. 

Our analysis also supports this idea.    

The Chinese market, as Douglas & Craig (2011) classified, is considered as ‘the large 

emerging-market’ where “tailoring implementation to specific market context without 

losing global image” is required. In order to implement tailored market positioning 

strategy in the Chinese market, Carl Hansen & Søn has to consider the external factors 

and the internal factors organically. According to our market assessment, the population 

of the both affluent and the middle class in China is big enough to achieve profits from 

high margins. Supported by the population, the size of the furniture market is the biggest 

in the world and is increasing in accordance with the economic growth and urbanization. 

In this regard, ‘global’ branding strategy that targets affordable customers is easily 

applicable with the Carl Hansen & Søn ’s product portfolio. Indeed, as noted in our five-

forces analysis, rivals have positioned themselves as ‘global’ with their global products 

and with the global price policy. For instance, one of its rivals, Fritz Hansen, has 
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established its strong foothold in the eastern part of China and has tried to expand to 

Western China with wide product portfolio. Moreover, the price of Fritz Hansen’s 

products is similar to the global price. From the rival’s experience and their 

implementation, it is proven that the Chinese customers accept the Danish Designed 

furniture regardless of the price setting. Thus, Carl Hansen & Søn can implement the 

universal price policy in the Chinese market when targeting the niche market. In terms of 

the product portfolio, as furniture is not able to be adjusted into the local environment, 

the product line-up should follow the global strategy.  

However, to avoid interference in products lists selling by retailers, Carl Hansen & Søn 

should manage the portfolio in the early stage and gradually introduce its broad range of 

products through its official stores. For instance, to attract more customers and make 

them loyal to the Carl Hansen & Søn ’s official store, the store has to furnished exclusive 

products lines. Moreover, as stated in the institutional analysis, building a strong 

relationship is a crucial factor in Chinese culture. Considering this factor, differentiated 

membership program based on the accumulative purchase amounts can be a possible 

tailored marketing strategy to make customers stay in the Carl Hansen & Søn ’s business 

boundary. In addition, by partnering with luxury retailers or department stores, Carl 

Hansen & Søn makes showrooms to introduce the brand and to strengthen the brand 

image. Moreover, as highlighted in the ‘where’ section, middle class will move to the 

upper-middle class in the near future; thus, introducing Carl Hansen & Søn to these 

potential customers has to be implemented as a part of ‘global’ branding strategy.  

Since developing the local brand or localize the its furniture are not possible, rather than 

implementing ‘multi-tier’ branding strategy, providing a chance to experience Carl 

Hansen & Søn in the name of ‘global’ branding strategy is applicable. Exhibiting Danish 

design fair with other Danish firms or the Danish embassy and furnishing Carl Hansen & 

Søn ’s products in the places such as restaurants, companies, universities, and shopping 

malls, just as the company does in the Japanese market, can be a marketing and branding 

strategy. 

The Malaysian market is considered as one of Next 11, owing to its market economy and 

its stable political system. The country continually achieves 5 percent in annual growth, 

and the purchasing power is higher than that of other emerging markets and developing 
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countries although the size of its population is relatively small. Considering those formal 

institutions, ‘global’ branding strategy can be applicable. Regardless of the size of the 

population of the affluent and the upper middle class, Carl Hansen & Søn should 

implement the global price policy to achieve profits from high margin. Even though the 

targeted segments are accustomed to the global standard, customers are not familiar with 

Danish designed furniture since, according to our five-forces analysis, Danish furniture 

companies are not strongly positioned in the Malaysian market. In this regard, in the 

beginning, the branding and marketing strategy should put emphasis on introducing 

Danish furniture to the targeted groups.  

As noted by Douglas & Craig (2011), to figure out the local preference, Carl Hansen & Søn 

has to introduce various products through the contracted retailers. Moreover, by holding 

exhibition about the Danish culture with furniture, the company establishes its brand 

image as “Danish furniture=Carl Hansen & Søn” In addition, by cooperation with other 

Danish furniture companies, Carl Hansen & Søn should enlarge the market size of the 

luxury designed furniture in Malaysia in the long-term perspective, which is in line with 

the market-seeking motivation. However, compared to the Chinese middle class, the pace 

of the movement of the middle class to the upper class is not that speedy. The Malaysian 

normal middle class can hardly afford Carl Hansen & Søn’s products, but they account for 

half of the Malaysian population and potential to be customers. As the Malaysian 

government strategically supports its local furniture companies, partnership with such 

local brands and design products with global standard in the name of Carl Hansen & Søn 

for the middle class can be a strategy for the long-term perspective. 

As mentioned, in both markets Carl Hansen & Søn should implement ‘global’ branding 

strategy with global price policy. Since the upper middle class and the affluent can afford 

the products, Carl Hansen & Søn targeted only both segments in the beginning. Moreover, 

to build a strong brand image as a luxury designed furniture company from Denmark, 

attracting and advertising to the targeted segment as a part of ‘global’ brand strategy is 

needed, such as holding exhibitions or events. In addition, cooperation with rivals and 

the Danish embassy to enlarge the designed furniture market both in Malaysia and China 

is needed. In the long-term perspective, Carl Hansen & Søn can take advantage of being 
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the first mover in Malaysia with globalized branding and marketing strategy, due to rivals 

not having entered its market. 

7.3.3. Replication 

Supported by the literature, the concept of replication proves relevant and applicable to 

many multinational companies “Replication conventionally denotes the creation of highly 

similar sales outlets that deliver a typically uniform product or service.” (Jonsson and Foss, 

2011: 1080), since it allows the companies to replicate some features of the standard 

operating procedures by deploying intangible assets and transferring knowledge (Ibid). 

Even though Bartlett & Ghoshal (1989) suggest that companies can replicate their home 

market strategies through internationalization as standard operating business procedure 

or through other economic activities, the companies still need to consider what kind of 

activities or resources that should replicated or transferred to another market. Thus, the 

replicator should answer “what, how, and where” to replicate in order to specify their 

Arrow Core, which were identified in the theory. As highlighted in the literature, the 

concept of Arrow Core is not clearly defined but Jonsson and Foss (2011) denote it as the 

reproducible attributes of the business model, the organization’s resources and 

capabilities such as decision-making, and the local environment research and 

responsiveness. The idea about relying on reproducible attributes of the business model 

such as resources and capabilities, local market knowledge, and responsiveness follow 

the convention or is in line with the principles in RBV, and the idea about deploying 

intangible assets and transferring knowledge follows the principles of both the RBV and 

the KBV. As highlighted in the “why” section, Carl Hansen & Søn possess a large portion 

of resources and capabilities in terms of both tangible and intangible assets from which 

the company can benefit from.  

Since the concept of using a replication strategy involves transfer of knowledge and 

intangible assets, Carl Hansen & Søn is able to replicate most of their tacit knowledge such 

as their know-how gained from operating within the furniture industry and the 

knowledge acquired from their previous experiences on foreign markets. This 

particularly applies to the company’s acquired knowledge from their preliminary 

engagement in the region of East and Southeast Asia.  Despite their preliminary activities 
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in China and Malaysia being very limited compared to their involvement on the Japanese 

market, the company has the opportunity to exploit existing cumulative knowledge of one 

country when they enter new markets, and by drawing on existing host country 

experience helps to reduce the cost of upcoming business activities within the same 

location, which were identified in the theory. 

Even though the “Arrow Core” is not clearly defined, Jonsson & Foss (2011) state the it 

has an impact on the exploitative stage of the replication. The replication strategy consists 

of three stages: the explorative, exploitative stage and the flexible replication (Josson & 

Foss, 2011). The explorative stage is where Carl Hansen & Søn has experienced success 

and failures from their internationalization process. The entrance to the Japanese market 

can be considered as an example of an explorative stage since the company experienced 

trial and errors due to totally different external environment compared to its home-

market.  

With the accumulated experiences, Carl Hansen & Søn has deployed the company’s home-

market strategy to the Japanese market when it established its own subsidiary in Japan. 

Carl Hansen & Søn in Japan has followed the concept of the store in Denmark, concerning 

their price policy and the other operation strategies such as HR and marketing. These 

replications can be explained by the exploitative stage since Carl Hansen & Søn’s “Arrow 

Core” transferred from the HQ to the Japanese subsidiary. The final stage of the 

replication strategy suggested by Jonsson & Foss (2011), flexible replication, can be found 

in the Japanese operation strategy, especially in the marketing and branding strategy 

since the company had to introduce the concept of the Danish Design and Danish culture 

to the Japanese customers. In this regard, the flexible replication strategy puts emphasis 

on the autonomy in the subsidiary in accordance with the local environment. The 

adjusted replication strategy in Japan has proved successful which in line with expansion 

of Carl Hansen & Søn in the market and is considered as the “Arrow Core” when the firm 

replicates strategies in the Chinese and the Malaysian market.  

Furthermore, Jonsson & Foss (2011) distinguish between four approaches of undertaking 

replication, consisting of replicating organization, replication-as-strategy, learning and 

the internalization process, and the learning-based internalization and expansion through 

replication as pointed out in the literature. Thus, the companies have to decide the level 
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of replication. Since the learning-based internalization and expansion through replication 

are on basis of knowledge transfer from HQ to subsidiaries, and from subsidiaries to 

subsidiaries, this type of replication may prove to be beneficial for Carl Hansen & Søn. Due 

to the fact that we lack data on the internal characteristics of the company, it may be 

difficult to provide a clear answer of the overall level of replication that Carl Hansen & 

Søn is able to deploy, but most of their knowledge and previous experiences on foreign 

markets can be replicated as mentioned earlier. Given the differences in the external 

factors in the selected countries it may prove challenging to replicate a similar set-up 

used on the Japanese, particularly in China due to the institutional setting as highlighted 

previously.  

Concerning the Chinese market, Carl Hansen & Søn can follow a global price policy, the 

concept of the store, HRM, and branding and marketing strategy. The format of 

establishing their own flagship stores cannot be deployed due to institutional constraints 

such as strict regulations and rules for the foreign direct investment. Even though the 

company can take advantage of using their subsidiary in Hong Kong to avoid the 

foreignness and to work around with institutional voids of the mainland, a flagship store 

should be established through a partnership with a local partner. Regardless of the 

format of the flagship store would be established, Carl Hansen & Søn can implement two 

distribution channel policies that have been undertaken in the Japanese market. By 

differentiating the products between retailers and the flagship store, the company can 

make the customers be loyal to the flagship store and use the flagship store as a trial for 

a test for a new product. Moreover, the firm can replicate the Japanese marketing strategy 

as well since introducing the Danish culture, hygge, and the design concept of Carl Hansen 

& Søn’s products to the Chinese customers are required. In addition, owing to the price 

of the products, the target segment will be upper middle class and the affluent, which is 

the same as the targeted group in the Japanese market. Thus, the company can replicate 

the brand positioning and the global price policy can be replicable as well. 

The informal institution has impacts on Carl Hansen & Søn’s replication strategy in the 

Chinese market, especially Guanxi, which emphasizes a relationship between a network. 

Thus, rather than having agreements with a lot of retailers, the company should have a 

partnership with a few local retailers to build and maintain a strong 
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relationship.  However, as Luo (2007) claims, to avoid institutional voids that differ form 

region to region, the company has to pursue different adaptive diversification strategy in 

accordance with the regional characteristics. Thus, the replication strategy which can be 

implemented in the Chinese market should consider not only national-level institutions 

but also regional-level institutions r.  

Regarding the Malaysian market, Carl Hansen & Søn can also replicate their store concept 

and price policy, HRM, marketing and brand positioning strategies that are implemented 

in the Japanese market since Japan and Malaysia have similarities in formal institutions 

as analyzed in the chapter seven. However, due to the small size of the luxury-designed 

furniture market, the company should first continue to expand through arm’s length-

based entry to avoid institutional voids and to understand consumers’ preferences. Once, 

Carl Hansen & Søn is better equipped to understand the market, the company can 

establish a flagship store by replicating their previous set-up in Japan, but HRM should 

be adjusted because of informal institutions such as the Islamic culture. Thus, the firm 

should consider Islamic values and virtues, which is completely different from HRM in 

Japan.   

In terms of the marketing and branding strategy, the ‘global’ branding strategy targeting 

affluent and the upper middle class is replicable. Moreover, to enlarge the market size, 

cooperation with Danish rivals can be deployed. In order to overcome obstacles caused 

by the small market size, Carl Hansen & Søn in Malaysia can replicate strategies 

implemented in Singapore as part of a flexible replication. Another reproduced strategy 

for the Malaysian market can be B2B sales. Carl Hansen & Søn may strategically 

emphasize B2B sales through the contract-market and thus bidding for tenders in terms 

of furnishing hotels, shopping malls, or restaurants. In this regard, Carl Hansen & Søn is 

able to replicate the Japanese set-up in a meaningful way. The below tables summarize 

how the company can replicate their previous set-ups from their preliminary 

involvement in the region of East and Southeast Asia.  
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Source: Own production 

Table 6 - Future Implication for Carl Hansen & Søn 

Implication for Carl Hansen & Søn's future strategy in China & Malaysia 

  China Malaysia 

Why 

1. Potential for growth with growing 
population 
2. The biggest luxury furniture 
market 

1. Purchasing power although population is limited 
2. First-mover advantage - No rivals yet 

Where 
1. Urbanized places where affluent 
and upper middle class accommodate 
(Eastern China) 

1. Urbanized places where affluent and upper 
middle class accommodate  

How 

1. Entry Mode: In the beginning, 
Arm's Length mode and Establishing 
subsidiary through JV in the end 
2. Brand Positioning Strategy: 'Global' 
brand positioning strategy with 
differentiated product portfolio 

1. Entry Mode: In the beginning, Arm's Length 
Mode and shortly Establishing a wholly owned-
subsidiary 
2. Brand Positioning Strategy: 'Global' brand 
positioning strategy, but focusing on sales for 
business channels  

Implication 

for 

replication 

strategy 

1. Entry Mode: arm's 
length mode -> 
Establishing 
subsidiary (a flagship 
store) through JV or 
strengthening Shop-
in-Shop strategy 

A Flexible 
Replication to 
avoid 
institutional 
barriers 

1. Entry Mode: arm's length 
mode -> Establishing a 
wholly owned subsidiary (a 
flagship store)  

A Replication 
following 
standardized setup 
in the Japanese 
market 

2.1. Brand 
Positioning Strategy: 
Targeting 
Affluent/Upper 
Middle Class living in 
Urbanized Area with 
Global Concept Store  

A Replication 
following 
standardized 
setup in the 
Japanese 
market 

2.1. Brand Positioning 
Strategy: Targeting 
Affluent/Upper Middle Class 
living in Urbanized Area with 
Global Concept Store  

A Replication 
following 
standardized setup 
in the Japanese 
market 

2.2. Brand 
Positioning Strategy: 
Same Products but 
different line-up with 
Global Price Policy 

A Flexible 
Replication to 
meet the 
customers' 
preference 

2.2. Brand Positioning 
Strategy: Same Products but 
different line-up with Global 
Price Policy 

A Flexible 
Replication to meet 
the customers' 
preference 

3. HRM: Depending 
on the format of 
stores, but the 
management level 
should follow the 
structure of the 
Japanese subsidiary 

A Flexible 
Replication to 
meet the 
customers' 
preference 

3. HRM: Depending on the 
format of stores, but the 
management level should 
follow the structure of the 
Japanese subsidiary 

A Flexible 
Replication to meet 
the customers' 
preference 

4. Sales: B2C + B2B 
with a marketing 
strategy to enlarge 
the Danish designed 
furniture market 

A Replication 
following the 
implementing 
strategy in 
Japan 

4. Sales: B2C + B2B (put 
more emphasis on B2B) with 
a marketing strategy to 
enlarge the Danish designed 
furniture market 

A Flexible 
Replication to 
achieve high profits 
in the small sized 
market 

Overall A Flexible Replication Strategy is applicable  
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8. Conclusion  

Carl Hansen & Søn has acquired leading furniture companies and thus took small and 

gradual steps towards internationalization. This concept has proven successful in the 

company’s largest overseas market, Japan where the company has established its fully 

owned flagship stores. Therefore, a central objective of this thesis has been to suggest 

how Carl Hansen & Søn can benefit from a replication strategy in order to enter additional 

markets if the company expanded its activities in East and Southeast Asia. The countries 

of China and Malaysia have been selected since the company is still in its initial phase of 

an entrance, and the case of Carl Hansen & Søn in Japan has been chosen to serve as a 

point of departure in examining how to pursue further market expansion within this 

region.   

Three supporting questions have been incorporated to help to answer our research 

question and to suggest the company ś implication of a future strategy in the selected 

countries. First of all, why Carl Hansen & Søn should consider further market expansion 

in the region, where to enter and how to enter with regard to the choice of entry mode as 

well as market positioning. Finally, we draw a conclusion with regard to our research 

question in terms of assessing the possibility of benefitting from a replication strategy 

based on the company’s previous experiences on foreign markets and its preliminary 

involvement in the region. These questions have been chosen in this thesis since they are 

standard questions within internationalization strategy and global strategic 

management.   

Further, this thesis has combined emerging market and international business literature 

to cover the area of some of the factors that shape an entrance on the foreign market in a 

traditional as well as a non-traditional market context. More specifically, the IB literature 

has been applied to provide a broader overview of the external and internal elements that 

affects the choice of entry and strategic considerations of going abroad. The emerging 

market literature, on the other hand, has been included to uncover and understand the 

opportunities and challenges that exist when conducting business in a market context 

with a high level of institutional voids and a with strong inequality in wealth and 

income. In order to address our research and supporting questions, an analytical 

framework has been proposed with regard to the knowledge acquired from the applied 
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literature. The framework uncovers the external factors consisting of market, industry 

and competition, and lastly institutions. Whereas the internal factors have been outlined 

with regard to the company's resources and capabilities. These external and internal 

variables have been useful in providing us with an answer whether there would be a 

“strategic fit” that speaks in favour of pursuing further market expansion and whether it 

would be possible to replicate a previous setup from the Japanese market.  

Evaluating why Carl Hansen & Søn should enter China and Malaysia, our investigation has 

shown that a number of reasons with regard market and industry conditions have 

revealed. For instance, our market and industry research has shown that both countries 

offer favourable market conditions in terms of a booming economy, a growing middle and 

upper class, and increasing urbanisation, which make these countries attractive to the 

company. In relation to the where question, a traditional and a non-traditional market 

assessment model have been combined and applied to predict a long-term potential of 

these two emerging markets. New variables have been added to provide a more 

comprehensive picture of the market potential that these countries present. Here, our 

calculation of a long-term potential has shown that the GDP per capita is expected to grow 

rapidly until 2030 in both countries.   

In order to review the “how” Carl Hansen & Søn should pursue market expansion, the 

internal factors in terms of the company's resources and capabilities as well as its previous 

experiences have played an important role in determining the right entry and whether the 

company can benefit from using a replication strategy. However, our investigation has 

shown that Carl Hansen & Søn possess a large portion of resources and capabilities in 

terms of tangible and intangible assets from which the company can benefit from in 

relation to an entrance. Due to the institutional setting in the selected countries and Carl 

Hansen & Søn’s preliminary involvement in the region, we have found that a continuation 

of an arms-length-based entry through contractual agreements might be the most 

appropriate choice of entry mode in order to minimise risks in the initial phase of an entry 

and to test the market in an economic way.   

After having reviewed the supporting questions, it is possible to draw a conclusion with 

regard to our research question which was following: “How can Carl Hansen & Søn benefit 

from a replication strategy in order to additional markets in East and Southeast 
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Asia”?  Derived from our analysis, Carl Hansen & Søn can replicate the Japanese strategy 

in the Chinese and Malaysian market and thus benefit from the replication strategy. Since 

the flexible replication strategy complies with a “strategic fit” perspective, Carl Hansen & 

Søn can employ a flexible replication strategy with respect to its standardized products 

and to revise its format of operations in terms of local adaptation to enter the Chinese 

and Malaysian market. Finally, taking advantage of employing this replication strategy 

will allow Carl Hansen & Søn to minimize their cost of operating within this region, thus, 

being less exposed to risk in its initial phase of an entrance. 

8.1 Further Reflections & Limitation 

This thesis has emphasized that the replication strategy is the result of the strategic-fit 

perspective. Derived from Peng et al.’s (2009) tripod theory and Meyer & Peng’s (2016) 

strategic-fit perspective, it has been determined that a company’s entry mode or a 

operation strategy must be implemented after assessing a company’s resources and 

capabilities, institutions, the competition within an industry and other external factors of 

a country. In this regard, RBV/KBV, industry analysis, and the institution-based view 

come together to develop a “strategic-fit”. It entails that there is no one-size fits all 

strategy. 

We have found that the replication strategy should be adapted into the external 

environment, which the flexible replication strategy by Jonsson and Foss (2011) suggest. 

In this regard, it has been suggested that a company can replicate the implemented 

strategies in a new market by pursuing both standardization and localization. It has 

become obvious if a company is not able to pursue a local adaptation of its products, the 

company can implement a flexible replication strategy by adjusting its format of 

operations. In terms of dealing with a small-medium sized company such as Carl Hansen 

& Søn, we found that regardless of the size of the company, the replication strategy is 

applicable and beneficial. It is also proved that a localized strategy of a subsidiary can be 

replicated to a new market with another adaptation.   

Since we lack primary data, it has proved challenging to evaluate the internal resources 

and capabilities of the company. In this regard, our analysis has put emphasis on the 

external factors. Since institutions differ from region to region, our suggested implication 
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of Carl Hansen & Søn’s future replication strategy should be revised in accordance with 

the characteristic of the region. Even though we have found difficulties in assessing Carl 

Hansen & Søn’s resources and capabilities, the strength of our analytical framework 

shows the interplay between dynamic variables which may impact a company’s entry and 

operation strategy. 
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10. Appendix 

Appendix 1 - A Hierarchical Model of Choice of Entry Modes 

 

Source: Pan & Tse (2000).  

 

 

Appendix 2. A nested Framework for Assessing Emerging Markets 

 

Source: Arnold and Quelch, 1998 
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Appendix 3.  Dimensions of Institutions 

 

Source: Scott (2013) 

 

 

Appendix 4.  Key Economic Figures 

 

Source: Annual Report, 2018, Carl Hansen & Søn Holding A/S.  
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Appendix 5. Group chart of Carl Hansen & Søn Holding A/S 

 

Source: Annual Report Carl Hansen & Søn Holding A/S (2018) 

Appendix 6. - Investments in subsidiaries  

 

Source: Annual Report, 2018, Carl Hansen & Søn Holding A/S 
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Appendix 7. Annual Finance Report 

 

Source: Own production based on Annual Reports (2014,15,16,17,18) 

 

Appendix 8. General Industry Analysis 

  

Source: Own Production 
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Appendix 9. Rivalry in Japan 

 

Source: Own production  

 

Appendix 10. Rivalry in China 

 

Source: Own production 

 

 

 

 



 

135 

 

Appendix 11. Rivalry in Malaysia 

 

Source: Own Production 

 

Appendix 12. Pictures of the Flagship Stores 

 

 

 

 



 

136 

 

Appendix 13. GDP growth in China and Malaysia 

 

Source: IMF DataMapper (2019) 

 

Appendix 14. Prospected middle-class in China in 2022 

 

Source: Mckinsey Report (2013) 
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Appendix 15. Malaysia GDP per capita 

 

Source: IMF DataMapper (2019) 
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Appendix 16. Malaysian Household Group 

 

Source: Department of Statistics Malaysia (2017) 


