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Introduction:
In the contemporary interconnected world, venturing into international markets presents appealing prospects for companies aiming to expand and gain a competitive edge. Although, entering a developing country brings certain challenges, including diverse business environment, framework, and market dynamics. 
This essay seeks to offer a thorough assessment of the business environment in a developing country including strategies for ensuring the prosperity of the company chosen, that is Tesco. In this context, India is the developing country, with an emerging economy recognized for its vast opportunities and intricate dynamics.
Introduction to the developing country: India 
According to UNDP (2023) India is the amongst the developing countries with 0.633 HDI value in 2021 (UNDP, 2023). India is in Southern Asia, is a diverse populous developing country with over 1.3 billion population. It is the 7th largest country by area with a total land area of about 3,287,263 sq.km. Additionally, it shares border with 7 countries which are China, Pakistan, Afghanistan, Myanmar, Bhutan, Nepal, and Bangladesh (World Atlas, 2023). The country’s demographic advantage, with a large population, presents a significant consumer base with increasing purchasing power. India’s thriving middle class is rapidly embracing modern retail formats, offering immense potential for retail companies like Tesco.
According to The World Bank (2023) las year that is 2022 India had a score of 7 in GDP growth (annual%), this indicates development process the country is going through (World Bank, 2023). India’s business environment offers a mix of opportunities and challenges for which analysis of the external environment is significant.
Application of Business Environmental Theory: PESTEL
PESTEL analysis, an expansion of the original PEST concept introduced by Francis J. Aguilar in     “Scanning the Business Environment”, is a pivotal tool in strategic management. This analysis method encapsulates a comprehensive examination of various external factors that can influence an organization’s operations and strategies. PESTEL stands for Political, Economic, Social, Technological, Environmental, and Legal factors, each of which represents a distinct category of influences impacting business (Dinçer and Yüksel, 2020).
Political Factor: Failure to adapt with the developing country’s political system can lead to instability, insurrection and ultimately disintegration of the business (Daniels, Radebaugh, and Sullivan, 2012). The main objective of achieving profit maximization can be affected by political factors such as corruption, government stability, and tax imposition which are significant for the long run of the business.
Government policies: The investment rate has increased in Indian economy since 1991 however, the Government of India plays an important role in approval of foreign investments in the country. All the proposals of foreign direct investment are considered by Government of India through respective departments (Invest India, 2023). Thus, this illustrates that entry barrier can be one of the challenges that Tesco might face in India, in case of long procedure to mee with the policies of FDI.
Bribery and Corruption: According to Government of UK the prevalent corruption landscape in India, marked by high bribery rates and challenges in accessing public services without personal connections, which can hinder Tesco’s operational efficiency and expansion plans. Stricter regulatory compliance, potential business risks related to corrupt practices, and the need for transparent procurement strategies might necessitate rigorous due diligence, strong local partnerships, and a commitment to ethical practices (Gov. UK, 2023).
In essence, Tesco in India needs to proactively address the challenges posed by corruption by establishing robust compliance mechanisms, adhering to stringent ethical standards, and collaborating with local stakeholders to ensure a transparent and responsible business approach. Along with the alignment of operations with anti-corruption efforts, Tesco can position itself as an ethical and trustworthy player in the Indian market.
Economic factor: The economic environment is defined as a complex interplay of factors that influence the economic activities and interactions among countries and business on a global scale. These factors include increasing globalization, diverse characteristics of national economies such as geography, population, climate, and resources. The economic environment encompasses both economic performance and societal wellbeing of the country (Morrison, 2023).
During 2020, India faced a high unemployability rate which led to increased government expenditure. Despite the rate surging from 8% in December, even the salaried jobs have dwindled potentially due to firm’s workforce reductions amid the amid the pandemic (BBC, 2022). This situation can be an opportunity for Tesco for example, as the labor cost would be low due to high unemployability rate, and the creation of job opportunity will be a contributing factor to India’s economy. Moreover, if the economic situation leads to a stronger emphasis on local production and sourcing, Tesco can collaborate with local suppliers to meet this demand and promote its commitment to the Indian economy.
Additionally, factors such as inflation rates, exchange rates, interest rates, market competition and investment climate are crucial for the economic environment (BBC, 2023). Navigating these economic factors effectively requires Tesco to maintain a dynamic approach to pricing, product assortment, supply chain management, and customer engagement. Monitoring economic indicators and adapting strategies accordingly enables Tesco to position itself optimally within India’s evolving economic landscape.
Social Cultural Factor: The social environment refers to the combined impact of population demographics such as size, composition, and changes, cultural norms, beliefs, and preferences on an organization’s operations, adaptions, and stakeholders’ interactions within the society (Craig and Campbell, 2005).
Demographics: Demography is significant within social environment as business needs to consider factors such as population size and characteristics. It also guides location choices and product distribution to reach target markets effectively (Craig and Campbell, 2005). The demographic of India, including its large population with large youth, cultural variety, and diverse income brackets, can be an opportunity for Tesco to shape itself in the market for product customization and designs. By comprehending these aspects Tesco will develop offerings that resonate with various age groups, income categories, and cultural choices, thus effectively engaging a diverse customer base and strengthening its market in India.
Religious and festive affect: According to The Economics Club, India is forecasted as Festive economy as it is a country with diverse cultures with a huge population who celebrates different festivals. Therefore, India’s festival and religious occasions have a significant impact on the economy as well as the consumer behavior. Tesco can leverage these events for special promotions and marketing initiatives. For example, In India Ganesh Chaturthi is approaching which will be a boost to market as people celebrate this festival joyfully in the country (The Economics Club, 2017). 
Technological factor: According to Britton, Worthington Technological environment refers to the current state of technology including electronic networks and digital communication tools which are shaping how business operate and people interact globally. This environment supports activities like e-business, e-commerce, changing the way of communication (Britton, and Worthington, 2006).
The remarkable surge in internet usage and the rapid development of online infrastructure in India have given significant impetus to the e-commerce landscape. The substantial growth in internet adoption, coupled with the expanding presence of organized players in the retail industry, has laid a robust groundwork for the e-commerce sector’s expansion. Moreover, the strategic policies put forth by the government have notably fortified this market, particularly by enabling unrestricted foreign direct investments in business to business (b2b) e-commerce ventures. Furthermore, the unforeseen emergence of the pandemic acted as a catalyst, propelling the e-commerce industry forward in recent years. This scenario presents a notable advantage for Tesco, as it enters the Indian market (Minhas, 2023). 
Legal factor: Brooks discussed that legal environment refers to system of laws, regulations, and rules that govern how individuals, businesses, and nations operate and interact. It covers both national and international laws influencing areas like trade, investment, human rights. This environment provides guidelines for behavior and contract enforcement (Brooks, Weatherston, Wilkinson, 2010).
Factors such as labor laws, including regulations, wage rates, working hours, and employee benefits, is essential for Tesco’s workforce management to fall under contemplation before entering the market. Moreover, Tesco must navigate regulatory requirements for food, safety, labeling, and quality standards to ensure its products meet local regulations. For instance, the new labor codes in India can be both opportunity and threats for Tesco as it considers expansion to India. While the simplifies regulatory framework, emphasis on safety, and alignment with ethical with ethical values offer promising avenues for Tesco’s growth and positive reputation, the increased compliance demands potential labor relation issues and complexities in implementing the changes warrant careful consideration. Thus, Tesco’s success in India will depend on its ability of adapt these new regulations while ensuring that its business operations remain official, ethical and employee- friendly (Gupta, 2020).
Porters 5 five forces model Analysis with Suggestions:
Michael E. Porter introduces the five forces model as a structured tool to evaluate the competitive dynamics and appeal an industry. This framework aids comprehending the factors that impact an industry’s potential for profitability and the competitive capabilities of its players. The Five forces encompasses five fundamental elements that collaboratively mold the competitive landscape of an industry (Porter, 1998).
Threats of new entrants: This force examines the ease with which new competitors can enter the industry. Factors such as barriers (economy sale, requirements, access to distribution channels), government policies, and existing brand loyalty are considered to determine the likelihood of new entrants impacting the industry’s profitability. 
According to Government of UK entering the Indian market presents mix of opportunities and threats. India’s growing economy and large customer base offer potential growth, especially Tesco’s expertise in online retail. However, navigating the complex regulatory landscape, competition from existing player, cultural nuances, and security concerns, including that terrorism threat, require careful strategic planning and adaptation to ensure a successful market entry wile mitigating potential risks (Gov. UK, 2023). 
Bargaining power of suppliers: The power of suppliers refers to their ability to influence industry participants by controlling factors such as supply availability, costs, and quality of inputs. Suppliers with high bargaining power can put pressure on industry players, potentially affecting their profitability (Porter, 1998). 
In the Indian retail industry, suppliers often hold bargaining power due to their ability to control prices, product availability, and quality. Tesco must rely on a diverse range of suppliers for its products, several factors come into play. The number of suppliers relative to buyers, the dependence of suppliers on Tesco’s sales, switching costs for both parties, and the possibility of forward integration by suppliers will influence the supplier’s power. Moreover, Tesco’s entry could potentially alter supplier dynamics, as its size and global sourcing capabilities may enable it to negotiate favorable terms with suppliers (CFI Team, 2023). 
Bargaining power of Buyers: This force assess the influence customers have over industry players. Strong buyer power can lead to demands for lower prices, better quality, or more favorable terms, affecting industry profitability (Porter, 1998). 
The strength of supplier bargaining depends on the product demand, robust sales enhancing their influence. Local brands in retail, particularly in food, have diminished supplier power. India’s retail sector, marked by numerous outlets and a buyer- driven market, underscores low buyer to seller ratios and substantial purchase volumes. Indian consumers have a multitude of options as they are price sensitive. Tesco’s ability to provide competitive prices, a wide range, and a positive shopping experience could mitigate this power to some extent. However, it must stay attuned to local preferences and adapt its offerings to satisfy customer demands (Kumar and Bansal, 2015). 
Threat of Substitutes: Substitutes are alternatives to an industry’s products or services. The threat of substitutes depends on factors such as the availability of comparable products, their price- performance ratio and switching costs for customers (Porter, 1998). 
The Indian retail market faces a notable threat from substitutes as affordability is crucial for the population. Cheaper alternatives are favored due to limited purchasing power, impacting profits. The unorganized sector offers cost- effective, quality substitutes that are popular among the middle and lower classes. Tesco’s reputation, range of products, and potential online can help differentiate it from local competitors. However, it must remain vigilant about local market dynamics and continually innovate to maintain its competitive edge (Kumar and Bansal, 2015). 
Industry Rivalry: Competitive rivalry evaluates the level of competition among existing industry participants. Factors such as the number and diversity of competitors, price competition, advertising and marketing efforts, and differentiation strategies contribute to the industry of rivalry. 
India is a developing country; thus, the competition is very low. The emerging players in the market are multinational companies which is increasing the intensity of rivalry. However, India’s retail market is highly competitive for market share. Therefore, Tesco’s entry could potentially intensify competition, particularly with established domestic retailers and global players. Differentiation through unique offerings, efficient operations, and customer focused strategies will be crucial to withstand competitive pressures (Kumar and Bansal,2015).
Porters’ s Five forces analysis suggests that Tesco’s entry into the Indian market is accompanied by both threats and opportunities. While the threat of new entrants is relatively subdued due to entry barriers, Tesco must navigate supplier dynamics, consumer behavior, substitutes, and competitive rivalry effectively. By leveraging its global experience, adapting to local conditions, and crafting a robust market entry strategy, Tesco can position itself strategically to succeed in the Indian retail sector. 
Conclusion: 
In the interconnected global arena, venturing into developing markets like India offers immense potential for expansion and competitiveness. This essay comprehensively evaluates the Indian Business Environment for Tesco’s strategic success. India’s diverse demographic advantage, economic growth, and evolving consumer preferences present opportunities for Tesco; s growth. However, PESETL analysis underscores the need to navigate political, economic, technological, social, environmental, and legal forces. 
Tesco's entry into India demands a strategic approach to overcome challenges. Political stability, ethical practices, and transparent procurement are crucial for sustained success. Leveraging economic factors such as labor dynamics and localized strategies will enhance Tesco's market positioning. Addressing social and cultural nuances, especially during festivals, can foster consumer engagement. Embracing technology and adhering to regulatory requirements are vital in this context.
Porter's Five Forces model underscores Tesco's need for effective supplier relationships, competitive pricing, and differentiation to tackle industry dynamics. Strategic entry will involve adapting to local conditions, ethical practices, and innovative approaches to thrive amid intense competition. In this ever-evolving landscape, Tesco's success in India hinges on its ability to adeptly navigate challenges, capitalize on opportunities, and establish itself as a reputable and competitive force in India's dynamic retail market.
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