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[bookmark: _Toc109600675]Introduction
Every firm and customer is affected or dependent on organisations from other countries in today's global commercial environment. Reduced tariffs, improved communication, and expanded capital mobility have helped corporations to connect to global financial markets and develop operations abroad as part of globalisation's ongoing influence. Different nations' business environments include social, political, governing body and regulatory issues as well as cultural and legal considerations (Fatehi and Choi, 2018). As a result, before beginning business in a foreign country, each corporation should conduct research and proper analysis. The chosen company for this report is Tesco. It is a global general merchandise retailer. An analysis of the business environment is essential to determine the best plans and tactics for a company's international business operations. Organisations can better comprehend the global business environment by using tools such as PESTLE analysis, SWOT analysis, value networks, Porter's diamond, and Porter's five forces. International business strategy must be tailored to the specific needs and capabilities of each company to successfully enter new markets (Filho and de Brito, 2020). When conducting business in global markets, managers must consider numerous issues, such as competition, supply chain management, and pricing strategy, including interacting with overseas stakeholders, employees, customers, and governments. Exporting produced goods and importing essential raw materials from cheap countries is a key component of a global strategy (Fatehi and Choi, 2018). Indonesia has been selected as the developing country to which production facilities would be relocated in this report. This report illustrates the country's critical analysis through an examination of the difficulties and opportunities it presents. While analysing the country using frameworks like PESTLE and Porter's five forces, a business environment is also written in this report. To help the organisation thrive in its foreign endeavours, the report concludes with strategic recommendations.
[bookmark: _Toc109600676]Brief Introduction to Indonesia
Southeast Asia and Oceania meet in Indonesia, formally known as the Republic of Indonesia. More than 17,000 islands make up Indonesia's archipelago. More than 238 million people live in its 33 provinces, making it the fourth most populated country in the world. One of the G-20's founding members, Indonesia is a key player in ASEAN and a key player in the global economy (Lange, 2010). Hindu and Buddhist kingdoms developed after early Christian dynasties progressively assimilated influences from outside their borders, including political, theological, and cultural models. Foreign powers interested in Indonesia's natural resources have shaped the country's history. In 1945, Indonesia became a sovereign nation for the first time in its history, after nearly 350 years of Dutch rule. There are hundreds of diverse indigenous ethnic and linguistic groups on Indonesia's various islands. The Javanese are the country's largest and most powerful ethnic group. As a result of the country's history of colonisation and resistance, as well as its national language, ethnic variety, and religious plurality, a common identity has emerged. "Bhinneka Tunggal Ika," Indonesia's national motto, captures the country's rich cultural diversity. The world's second-highest degree of biodiversity may be found in Indonesia despite its massive population and heavily populated areas (Organisation for Economic Co-operation and Development, 2018). Despite its wealth in natural resources, poverty persists throughout the country. In Indonesia, the private sector, and the government both play a large role in the economy. The nominal GDP per person in Indonesia in 2010 was estimated at US$3,015, and the nominal GDP PPP per person in Indonesia was assessed at US$4,394 in 2010. (World Bank, 2019). The legislature and governor of each province are distinct from those of the other provinces. Regional autonomy measures were implemented in 2001, and as a result, the regencies and cities now serve as the primary administrative divisions, providing most government services. Everyday life in a village or neighbourhood is heavily influenced by the elected leader who serves as the village's chief administrator (Anderson, 2016).
[bookmark: _Toc109600677]Business Environment
Before entering a foreign country, the business environment of that country must be assessed appropriately with different analyses such as the PETLE, Value Network, Porters Diamond, Hofstede, Porter's Five Forces etc. In this report, the PESTLE analysis and Hofstede analysis are used to illustrate the business environment of Indonesia which will help Tesco to come up with appropriate strategies.
[bookmark: _Toc109600678]PESTLE Analysis
Political
The government of Indonesia is based on constitutional and presidential democracy. It is the president's exclusive responsibility to lead the government, lead the state, and lead all the armed forces of Indonesia. There are a plethora of political parties active in Indonesian politics. With the neighbouring countries, Indonesia has forged cordial ties rather than troubled ones. According to research by Global Law and Order, 69% of Indonesians have confidence in their local police. Corruption is a major problem in Indonesia (World Bank, 2019). This is creating political problems in the country. In other words, it's a recipe for political unrest (Jondle and Ardichvili, 2017).

Economical
In 2020, a financial projection indicates that Indonesia's nominal GDP would reach 1.089 trillion US dollars, making it the 15th largest economy in the world. According to the United Nations, her per capita income was $4038, ranking her as the 108th richest individual in the world (Organisation for Economic Co-operation and Development, 2018). Some of the most prominent businesses in Indonesia include agriculture, automotive, hotel and tourism. For the past ten years, the country's unemployment rate had been below 5%. (Anderson, 2016).
Social
As of 2020, Indonesia will be the fourth most populated country in the world with a population of 270,203,917. As a result, it is the world's largest Muslim country. The country is home to about 600 ethnic groups and over 700 languages. According to contemporary estimates, Indonesian men and women live to an average age of 67 and 71, respectively. Despite having a 95 per cent literacy rate, Indonesia has questions about the quality of its medical and health care infrastructures. As the nation's middle class expands, so does public opinion (Duffield and Hui, 2019).
Technological
Indonesians are estimated to be the most frequent Twitter users. Social media sites such as YouTube and Instagram are also popular. Despite this, television is still the dominant means of mass communication. When it comes to adopting new technologies, Indonesia has been a leader. This country's government, too, has taken steps to make it easier for its citizens to pick up new technologies and localise their language (Jondle and Ardichvili, 2017).
Legal
Employees' rights are well-protected by Indonesian law. To name a few, enterprises and companies must give their employees state pensions, religious holiday compensation, a defined work schedule, overtime pay, and paid vacation. However, it isn't simple for foreign businesses to get off the ground in Indonesia without a hitch (Duffield and Hui, 2019).
Environmental
Indonesia has been hit by earthquakes and tsunamis, two of the world's most deadly natural disasters. As a result of the 2004 Tsunami, Indonesia lost thousands of residents. They promote the country's tourism industry by attracting visitors from all around the world. According to recent estimates, Indonesia's annual revenue has been averaging $2,655.71 million since 2010. (Jondle and Ardichvili, 2017).
Fig: Hofstede Analysis of Indonesia (Jondle and Ardichvili, 2017)
[bookmark: _Toc109600679]Hofstede Analysis
Power Distance
According to several metrics, Indonesian design is characterised by the following characteristics: There are unequal rights between those in authority and those who don't have power, superiors can't be reached, leaders are directive and managers delegate. Those in charge are held in high esteem because of their role in the organisation. The channels of communication are obscured, as is the source of any negative input. Indonesia has a classic Guru-Student relationship, which means that co-workers can expect their managers to give them specific instructions. There may be astonishment on Westerners' faces when they see the widening gap between the rich and the poor (Duffield and Hui, 2019).[image: ]
Individualism
Indonesia has a Collectivist society score of 14. This means the preference is strong for a social framework in which people must adjust their behaviour and their in-groups to meet societal values. One further illustration of the Indonesian collectivist culture is the relationship between the young generation and their parents (Fatehi and Choi, 2018).
Masculinity
Men in Indonesia are ranked 46th in the world in terms of masculinity. Because they lack masculinity, they are considered feminine. Outward signals of success are important in Indonesia, but they aren't the main source of motivation for young people. "Gengsi" must be meticulously conserved for a diversified outside appearance that is supposed to impress and convey an aura of grandeur (Filho and de Brito, 2020).
Uncertainty Avoidance
They have a score of 48 in this section. The Indonesian culture discourages people from expressing their negative emotions or anger to others when they are upset. Even if they're engaged on the inside, they'll smile and be kind (Lange, 2010). In Indonesia, workplace harmony and interpersonal interactions are of the utmost importance, and no one wishes to be the source of bad news. This is especially relevant considering Indonesia's current political and economic instability. As a matter of courtesy, an intermediary is required to prevent any ambiguity in an encounter (Fatehi and Choi, 2018).
Long Term Orientation
Pragmatic is a good word to describe Indonesian culture. These people have a strong tendency to save and invest, as well as a scrupulousness in their pursuit of goals.
Indulgence
Societies with low scores on this metric are more likely to be filled with scepticism and despair. Many adherents to this belief see self-indulgence as ethically reprehensible because they believe that social norms limit their actions (Lange, 2010).
[bookmark: _Toc109600680]Opportunities & Challenges
Given its size and abundance of natural resources, Indonesia is the world's fourth largest market. As a result, the world's biggest archipelago offers significant growth potential, especially for foreign enterprises that are interested in entering the market. As a result of this expansion, Indonesia has seen several unicorn start-ups. Indonesia is regarded as one of the strongest economies in Southeast Asia (Organisation for Economic Co-operation and Development, 2018). Growth in Indonesia's gross domestic product has been consistent during the past ten years at 5.8%. Indonesia is expected to be South Asia’s seventh-largest economy by 2030, and this is not hyperbole. In terms of investor protection, Indonesia comes in at number 50 globally. There are still no overt expropriator acts placed on investors in recent years since the country intends to recognise and respect their land ownership, both international and domestic (Lange, 2010).
[bookmark: _Toc109600681]Corporate Governance
There is no official code of corporate governance in place in Indonesia. However, the National Committee on Governance published a Code of Corporate Governance in 2001 and amended it in 2006. Corporate governance in Indonesia has improved significantly in recent years. They were laid forth in the Indonesian Company Governance Vision, which was published in early 2014 and aided in part by the World Bank.
[bookmark: _Toc109600682]Business Strategy
Emerging markets and developing countries’ businesses tend to have a different strategic approach than their counterparts in established countries. If Tesco adopts the same techniques that made it a triumph in England, its foreign business is doomed to failure. For this reason, Tesco must rethink its approach to succeed in the Indonesian market (Organisation for Economic Co-operation and Development, 2018).
[bookmark: _Toc109600683]Cultural Sensitivity
Indonesia's 1,300 ethnic groups and thousands of islands contribute to the country's cultural variety. Each culture has its own set of traditions, but the necessity of strong family relationships is universal. Also, religion plays an important role in the daily routines of many people. There is currently a lack of sensitivity in Indonesian society. It's a far more open democratic society than it used to be (Peters, 2017).
[bookmark: _Toc109600684]Barriers to Foreign Business
[bookmark: _Toc109600685]Complex Market
More than 17,000 islands make up the archipelago of Indonesia, which is home to more than 500 different languages. Doing business here is difficult. TMF Group conducted a survey in 2020 that found Indonesia is the most difficult place to conduct business. A representative office is the most straightforward way to start a business in Indonesia (United Nations, 2020).
[bookmark: _Toc109600686]Business Culture
There are a few things Tesco should know about Indonesians. They are more likely to engage in commerce with people they know well. Because of their familiarity with Tesco, the procedure becomes considerably simpler for them. However, it is important to keep in mind that hierarchical principles remain in the organisation’s environment. As a result, honorifics are strictly adhered to in their speech.
[bookmark: _Toc109600687]Corruption
More than half of international investors are concerned about fraud in Indonesia, according to the 2019 Business Confidence Index, compared to 43 % in 2018 and 49 % in 2017. To cut down on corruption and collusion, the Indonesian government has implemented measures such as putting many companies’ registration processes online (Jondle and Ardichvili, 2017).
[bookmark: _Toc109600688]Bureaucratic inefficiency
Red tape and a complicated bureaucracy characterise Indonesia. Investment in Indonesia will necessitate dealing with a wide range of government agencies and organisations. Companies still need several weeks before they are ready to open despite government efforts to streamline the procedure, such as the introduction of the Internet Single Spam detection in 2018. (Duffield and Hui, 2019).
[bookmark: _Toc109600689]Elaborate tax system
E-filing is the preferred method of submitting monthly and yearly tax returns to the Indonesian Tax Authority. It is best to work with a professional network operator in the field to guarantee that Tesco doesn't miss a tax payment to avoid any potential political headaches (Anderson, 2016).
[bookmark: _Toc109600690]Strategies & Recommendations
For Tesco to be successful in the country, it must adapt its business model to the culture and other micro and macroeconomic aspects. Tesco can come up with an appropriate strategy to deploy in Indonesia if it studies any past businesses' strategies used there and learns from local companies (United Nations, 2020).
Consulting on the ground is an excellent strategy to deal with these business difficulties. Tesco can benefit from the expertise of business advisors who are aware of the subtleties of Indonesian regulations. No single strict model exists for how to conduct a business meeting. Executives who meet with peers in other countries may discover their meetings run significantly differently because of local customs. When doing business in another country, it's important to pay attention to protocol and not rush into things (Jondle and Ardichvili, 2017). It is difficult for business people to fully commit to their new business methods since they place their expectations on themselves. It must be handled in Indonesia, where locals are wary of foreign tactics. To build strong business relationships, Tesco should adhere to the traditional context and connect to its worldwide colleagues with practises that they would recognise and acknowledge (Anderson, 2016).
[bookmark: _Toc109600691]Conclusion
The chosen country Indonesia has a lot of opportunities for foreign companies to explore and set up their business operations. Tesco should take proper strategies and business approaches to set up their production warehouse in Indonesia. But before entering the country Tesco should analyse the business environment of the country as illustrated and take decisions on evaluation. There are some challenges in establishing a new business in Indonesia and Tesco must take precautionary steps regarding the challenges and the barriers to starting a successful business in Indonesia. By taking appropriate strategies by analysing the environment of the country, Tesco can ensure success in its foreign venture.
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