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[bookmark: __RefHeading___Toc109382673][bookmark: _Toc130315106]INTRODUCTION 
Trading goods and services in the worldwide market, simply called as international business. It is a surrounding where international firms execute their businesses. It includes aspects like cultural differences, legal and taxation issues, exchange risks and political risks and that is why it is pivotal to work on factors including international business environment. Business environment is ecological community which includes people, varied factors and examples of resources used to manage problems also operations and deliver solutions to customers (Buccieri, Javalgi, and Cavusgil, 2020). Report includes a brief discussion about global business environment in context with the company Tesco. Which is a general merchandise and multinational groceries firm found in England, in 1919 by Jack Cohen. As the company is considering expanding its business (production, facilities) in South Africa it is very crucial for the company to understand the business environment of the country. The report covers an introduction to the selected country, evaluation of challenges and opportunities, also includes analysis of different barriers. Further the report also covers Pestle analysis, Porters five forces and Porters Diamond method. Lastly examples of recommendations have also been into consideration. 
	

[bookmark: __RefHeading___Toc109382674]
[bookmark: _Toc130315108]Introduction of selected country
 Location of the South Africa it is in the southern tip of the African continent. The country shares geographical borders with Botswana, Lesotho, Mozambique, Namibia, Eswatini, and Zimbabwe.
Which is clearly noun with its great natural beauty, varied topography, and cultural diversity. Currently there are three capitals of the country: Cape Town(legislative), Pretoria(executive) and Bloemfontein(judicial). Presently the country is enjoying varied economy that draws on its abundant mineral resources, as well with rich agricultural land, evolving intellectual capital, varus tourist’s attractions (Sadeghi, andet.al., 2019). At the start of 21st century the country faces steep challenges like- disparities in educational and housing opportunities, ethnic tensions, rising crime rates and AIDS pandemic. According to world bank there are 5.94 Crores people are living in the country. Country’s economy is the third largest in its continent, technologically advanced, most industrialized diversified economy in Africa overall. The growth rate of the country in 2022 is 1.9%. Due to Covid the country has been fighting harsh challenges, and presently the situation is that the inflation in the country has increased to a thirteen-year high and poverty has on its peak. Although the administration of the country has taken considerable steps to tackle all those situations, however the progress is still stagnated. 
[bookmark: _Toc130315109]Application of theories of business environment 

PESTEL analysis – South Africa
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PESTEL is a technique used to analyses end examine external market factors- also it allows an individual or organisation (businesses) to understand the situation & picture of the environment in which they are situated. Political, Economic, Social, Technological, Legal, and Environmental.


Political: As the company runs worldwide these factors have significant (enormous) impact on the firm’s future performance. In South Africa, the government are not in stable mode, in every few years there is news about corrupt politicians, and this can cause inconveniences for Tesco. Although the current government is taking harsh measures to tackle this type of situation (Kumar, and et.al., 2020). The present government is also encouraging retailers to create jobs for their local people. This is a fantastic opportunity for the company to increase demand for its products and diversifies its workforce. However before moving production facilities to the country, it is better to thoroughly analyse the political stability of the country. 
Economic: These factors are most pivotal for the company because they are likely to affect prices, profits, costs, and demand. Tesco must keep an eye on any changes in policy, like taxation and any other changes that could affect the accessibility of finance. The GDP of South Africa, expected to reach 420.28 billion dollars and the country has seen steady growth in current years. Even the country is part of Brazil, Russia, India, China, and South Africa, noun as (BRICS). Further the country has a strong financial system with numbers of banks and financial institutions working in the country. These all aspects are going to help Tesco in their expansion. 
Social: The types of services and goods consumer demand shaped by their attitudes and beliefs. Post Covid people become health conscious and Tesco must adapt these changes to run seamlessly. Currently there are eleven languages spoken in the country and Islam, Christianity and Indigenous beliefs are the major religion. In present scenario business have a wonderful opportunity to capture the market because the country is still in developing phase. People are eager to take services and products from Tesco. 
Technological: This factor has opened various new opportunities for Tesco. As the country is most technology advanced nation in the continent, end it is a fantastic opportunity for the company. In past few years they also have made technological progress in security software, phones software and computerized banking services. The present government is continuously investing huge funds in innovation technology, and even taken various initiatives to bolster the industries. These initiatives further include grants, tax incentives and funding. As Tesco is a huge firm they are already working with advanced technology and innovation in UK, all they need to do is that they just need to bring the same innovation and technology in South Africa to run operations seamlessly. 
Environmental: For this factor, the company already working in minimizing their waste produced in stores by transforming the social conscience of its customers. Tesco must implement their operations in such a manner that they help the society. The country is already facing challenges like- deforestation, land, air, water & solid waste pollution and recently they have mentioned guidelines for the international firms that they have to strictly follow. So, to gain momentum in South Africa, Tesco need to follow all this guideline otherwise they may face hefty penalties and even the goodwill of the company can hamper drastically. 
[bookmark: _Hlk133511488][bookmark: _Hlk133511922]Legal: Legislation and government policy can affect the performance of Tesco. As every country have their own rules and regulations, which international firms must follow strictly. The employment act of 1998 supplies fundamental protection to the employees working in South Africa (Whittington and et.al, 2019). Earlier there are various allegations on Tesco that they are supplying unequal pay to the female and male employees, this should be fallow by correctly implemented while expanding into South Africa. In the further, the company needs to be sure that the workplace culture, not biased (addicted).
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Description automatically generated]Porters five forces of South Africa
Porter's Five Forces is a model that identifies and analyses five competitive forces, which shape every industry and helps determine an industry's weaknesses and strengths. Also analysis is frequently used to identify an industry's structure to determine corporate strategy.


This will cover the Tesco's competitive landscape as well as factors affecting its sector. 
Threat of new entrants:  A huge firm as its Tesco and small entrants cannot affect the operations of the company. The new entrant requires excessively big investments to cop up with Tesco. Further they need large distribution channels and supply chains. Can be said that threat of new entrants is a weak force concerning the company. 
Threat of substitute:  As the company is expanding its operations in South Africa, the market is new for the company, and once it captured the market it is extremely hard for other companies to fit in the market. The products of the Tesco are of opulent level, and this gives upper hand in the market. Considering the threat of substitute is likely to be on lower levels. 
Bargaining power of customers: South Africa already have companies which is supplying the same items (Choi, Cui, and Tian, 2020). Here the main things depend on the price and quality. If Tesco’s company can provide superior quality with least price, they can easily garner a larger number of audiences. In UK they are already working with this agenda and its will be better if they apply this discipline in South Africa. Thus, customers bargaining power assumed to be low. 
Suppliers power: This is the force very the company, must make effort as a resolute of the just expanding in another country, and the suppliers are new to them. For example, firstly must build the trust with multiple suppliers, then they can negotiate successfully with them. Remarkably, in this scenario it can be summarised that bargaining power of the suppliers is a high to moderate force. 
Competitive rivalry: The sector in which Tesco is running has high competition, there it is a various firm already working in the South Africa which can hamper the profitability of the company. The products in which the company is dealing is of basic needs and here price war is intense. As addition, competitive rivalry is a significant end powerful force.
[image: ]Porters Diamond model of South Africa.
Porter's Diamond Model is used to calculate the external competitive environment, helping to understand the relative strength of businesses compared to others.
 
Firm strategy moisture and rivalry: This factor focuses on the competition in the native market that company need to excel against. The region where Tesco is going to use figures out the strategies and structure (Barua, 2020). Strategies may vary from nation to nation. Whereas rivalry plays crucial role in driving every entity running in the same sector to innovate, improve and perform better than each other. 

Factor conditions: These refers to the capital’s, natural and human resources available in a particular country. South Africa is a rich country in terms of natural resources. Here human resources mean created factor conditions like scientific knowledge base and skilled labour force. These created factor conditions required continuously upgradation. Tesco must use these created factor conditions to achieve fruitful results.
Demand conditions: The demand from customers can push company's growth, improve quality, and innovate. In South Africa can gain advantage where customers give an earlier or clearer picture of emerging buyer needs. A demand can pressure the company to innovate rapidly. 
Related and supporting industries: To create more value for customer’s companies are often dependent on partnerships and alliances. Here suppliers are vital to enhance innovation through higher quality and efficient inputs. This supplier is going to help both the nation and the company. 


[bookmark: _Toc130315110]Evaluation of opportunities and challenges
Challenges- 
South Africa is a country which is continuously experiencing violent outbreaks and political instability which is going to disrupt the business activities. Like in 2021 the country experienced unrest which turned into violence, leading to death more than three hundred people (İpek, 2020). This is just a single aspect, there are plenty’s events happening every month. Further the conflict between government officials and military veterans can also cause high degree of uncertainty for international firms. The government of the country also have been facing by the public’s violence, corruption, political intolerance, mismanagement, and popular protest. Thus, the first challenge that Tesco is going to face in South African market is political instability. 
Other than this the country is still struggling with economic domain. Despite huge efforts by the current government, the GDP growth of the country only increased one percent. Further higher interest rate and inflation can create challenges for Tesco. So, economy of South Africa is the second biggest challenge for Tesco. 
Opportunities-
On the other hand, Tesco have fantastic opportunity like very advanced technology. The country is embracing the development of technology, incorporating the advancements as a part of industries. Shift to virtual business interaction and wireless networks are the two prime instances of technology development, the country has recently adopted (Denicolai, Zucchella, and Magnani, 2021). South Africa have a strongest   information technology foundation in entire Africa. The availability of technology helps Tesco to engage in innovation. Further the other big opportunity in front of the company is social factors. As the population of the country is continuously rising it is a wonderful opportunity for the company to garner huge customers. It has been confirming (seeing) that customers are shifting towards online purchase, and this is the place where Tesco can dominant. 
While doing business in South Africa, Tesco can manage aspects of corporate governance by balancing board composition, evaluate the board regularly, be transparent, aim for long term value creation, define shareholder’s rights, manage risk proactively, follow sustainability best practices and documents procedures and policies. 


[bookmark: _Toc130315111]Analysis of different barriers experienced by foreign businesses. 

Failure of critical infrastructure: The country continues to experience sporadic load shedding. Deficient performance of power stations due to capacity constraints, funding and design problems affects the ability to undertake plant maintenance all contribute to insufficient energy and electricity demand, making failure of infrastructure for energy such as transmission, generation, telecoms, and distribution a key risk for South Africa. There are various firms which have complained about electricity failure in 2022. Mediocre quality infrastructure becomes the largest barriers experienced by the international businesses in present time. 
Language and culture: When the Tesco want to grow his business in other country the major barrier come in front of them is culture and language barrier. A lack of market research can affect the service and product of the company. Every country has a particular language which is applicable in whole nations and Isizulu is the biggest language spoken by near about 25% population. Lack of understanding of the culture and language of the country leads to devastating results.
Funding: If any international firm needs capital, it is extremely hard to get in South Africa, as economy of the nation is not in good condition. Banks are taking months to disburse the funds. This is the reason so many companies are moving from the country (Dionisio, and de Vargas, 2020). Although the central bank of the South Africa is working extremely hard on this and will announce solutions for about it is coming with new plans in collaboration with the present government. 

[bookmark: _Toc130315112]Recommendations 
In terms of emerging market South Africa is a clear winner because it is diverse, promising, and sophisticated. The economy of the country also supplies a gateway to the African continent and its business environment, give & provides colossus market opportunities. As Tesco is expanding its operations in this country it is better to follow below mentioned strategies and recommendations. 

· To succeed in South Africa, Tesco needs to analyse the market first. It is higher possibility that people have different preference level as compared to UK. 
· As South Africa is rich in natural resources, so it is better to use them with effectively and efficiently. 

· The middle class of the firm is rapidly growing and there spending power is also increasing, this is a fantastic opportunity in front of Tesco if they want to survive in long term. 

· The country has excellent tourism facilities, modern transport network and a good telecommunication system. It is recommended that Tesco to optimally utilise this thing (examples) in order to succeed in the country. 


[bookmark: __RefHeading___Toc109382676][bookmark: _Toc130315113]CONCLUSION

In conclusion, the above study includes an extensive examination of the global business landscape. Pestle analysis, Porter’s Five Forces, and Porter’s Dimond Model are exampled in the report. In the future, the study will assess current difficulties and opportunities, as well as various impediments that international enterprises may face, as well as examples of various solutions and recommendations. It has been determined that before extending operation into a new country, the corporation must carefully consider all factors. As a result, the firm will be able to face difficult obstacles and seize opportunities.
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Introduction

> International business expansion refers to the
process in which company focus on increasing sales
volume, asscts and operations across forcign
markets (Lecerf and Omrani, 2020). It s also called
internationalization. This presentation is going to be
based on a British multinational retailer which deals
in groceries and gencral merchandise known as
Tesco. This presentation aims to highlight and
contrast key opportunitics for Tesco in South Africa,
key challenges for Tesco in South Africa, key issucs
which Tesco can face while doing business in South
Africa, ways through which Tesco can exploit
opportunitics, way through which Tesco can manage
its challenges and various others:





image8.png
Key opportunities for Tesco in South Africa

These are some of the key opportunities for Tesco
while expanding its business operations in South
Aftica such as:

Unexplored Market: South Africa can be
considered as one of the unexplored market
across the globe. After that it is 24% most
populous country in the world with around 60
million people and approximately 4,71,445
square miles of area (Van der Merwe, 2022).
Which makes it more interesting for retail giants
such as Tesco. Therefore, exploring and
expanding its business operations in South Africa
may help Tesco in developing variety of
opportunities and enhancing profitability.
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Technology:  After  uncxplored  market
technology becomes one of the major and
potential opportunity for Tesco while expanding
its business operations in South Aftica. Country
is also embracing development and advancement
of technology as a part of industry. Which
includes virtual business interactions, wireless
communication, artificial intelligence, robotics
and various others. South Aftica have one of the
strongest foundation of information technology
across whole Aftica. Therefore, availability of
technology help Tesco in research and
development of new products and services.
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Digitalisation: Emerging use of internet and
rapid digitalisation  enhanced  various
opportunities for not only Tesco but also various
other businesses. Due to rapid digitalisation and
emerging use of internet online refail and e-
commerce have high growth potential if explored
and implemented various strategics effectively. In
South Africa, digital technologies can generate
value of approximately 5 trillion dollars for the
society and industry in upcoming decades in
across variety of key industries such as
manufacturing, agriculture, financial services,
public  infrastructure and  various  others
Considering that Tesco can also offer its products
and services using digital means such as website,
mobile application and various others.
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These are some of the key challenges which Tesco may face
while expanding its business operations into South Africa such
as:

Polifical Instability: It can be considered as one of the
major challenge for Tesco in order to expand its business
operations across South Africa. South Africa is facing
political unrest and economic instability from past few
years due to protests and political violence. The major cause
of protesis and_political violence in the country is
imprisonment of former president known as Jacob Zuma for
refusing fo attend a meeting regarding _goverment
corruption in his presidency. Therefore, political allies of
Zuma chosen violence in attempt to release him (South
Afica: Political Unrest in a Vulnerable Economy, 2023)
‘Anger over imprisonment furned violent to some supporters
which resulted in more than 300 deaths and damage of
approximately $1 billion which includes various factories,
warehouses, small local businesses and various others.
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Cultural ~ Sensitivity:  Adapting  culture,
understanding consumer buying behaviour and
preferences becomes essential in order to survive
in the target market. Therefore, Tesco it becomes
one important to identify and analyse consumer
demands, buying behaviour and preferences in
order effectively operate and expand its business ,0
operations across South Africa. Better cultural

sensitivity will not only help Tesco in effectively PEOPLE
operating and expanding its business operations X
but also helps in hiring candidates, promoting its BELLEF DIVRRLTY
offerings in the target market, decision making : . /

TRADITIY !

and various others.
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Inflation: After political instability it can be
considered as one of the major challenge for
Tesco in order expand its business operations.
Just like political instability reason behind
inflation are also various protests and political
violence across the country. Which not only
affect functioning of business operations but
enhance inflation, unemployment rate and
various others. Inflation also affects cost of
energy, fuel and transportation which directly
or indirectly increases cost of operations and
reduces profitability of the Tesco.





image14.png
Key issues which Tesco may face while doing

business in South Africa

These are some of the key issues which Tesco may face
while expanding its business operations in South Africa such
as:

Getting  Electricity: Getting _electricity can be
considered as one of the major concern for businesses
operating in South Africa because it takes approximate
226 days and lengthy process. As per a report, Eskom
which is an_electricity public utility takes around 60
days to provide estunate ate application recerted aad
around 165 days to make external connections (Top 10
challenges of doing business in South Africa, 2021).

Registering Property: In order to register a property it
takes around 23 days and 6 complex procedures which
may also fluctuate depends how quick clearance
certificate is obtained from local authorities and how
long it takes to lodge deed.
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Paying Taxes: It takes approximately 200 days every
year to complete the process and need 9 payments
Corporate income tax and unemployment insurance
contribution (UIC) can be considered as one of the most
expensive and difficult procedures.

Enforcing Contrasts: Trail and judgement take around
500 days on an average while enforcing contrasts in
South Africa and costs court fees and attorney which
also makes the procedure more difficult and expensive.

Culture: Multiple cultures and various languages
spoken can also become a major issue for Tesco in order
to adopt approaches in South Africa. People in South
Africa follows transactional culture, they are personable
and deeply rooted with their traditions.
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Ho sco can exploit various opportunities
in South Africa

> Tesco can exploit various opportunities in South Africa
such as unexplored market, technology and
digitalisation by effectively conducting market and
consumer _research. Which help company in
understanding _and  analysing  consumer buying
behaviour, purchasing patterns, taste and preferences

> Effective consumer and market research also help

company in_identifying and analysing emerging
consumer demand,  changing consumer  buying -
behaviou, preferences and various others. v

> Tesco can also exploit opportunities by using various ar

marketing, scarch engine _optimisation, _influencer
marketing and offering products using various online
distribution channels such as website and mobile
application.

digital marketing _ strategies such as social media -
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How Tesco can manage its challenges in

South Africa

»  Political instability is one such issue which Tesco can
not manage. After that, Tesco can manage and
overcome issues of cultural sensitivity in South Africa
by effectively identifying and analysing demand of
consumers across various cultures and ethical groups
Tesco also have to understand various culture in South
Africa in order effectively fulfil their demands.

> After dentifying and aualysing demand of consumers
from various cultural and ethnic groups Tesco should

also make sure that their product and services do not ?
hurt sentiments of any culture (Naidoo and Gomez, ~
2020). §
> Later on, in order to deal with issues related inflation i v
Tesco should focus on large scale manufacturing which -

may help it reduce the cost of production and enhance
profitability
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Conclusion

This presentation concludes that internationalization refers to the process in which company
focus on increasing sales volume, assets and operations across foreign markets. Key
opportunities for company in South Africa arc unexplored market, technology and
digitalization.

This presentation also concludes that key challenges for company in South Africa are political
instability, cultural sensitivity and inflation. Key issues for the company in South Africa are
getting electricity, registering property, paying taxes, enforcing contrasts and culture.

Later on, this presentation also concludes that company can exploit these opportunities by
effectively conducting market and consumer rescarch, implementing digital marketing
strategics and using online distribution channels. Company can manage its challenges by
effectively identifying and analyzing consumer demands and manufacturing at large scale.
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