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International Business Plan 

Executive Summary


Tesco plc aims to internationalise its business low cost, departmental stores in South Africa. The internationalization has the aim to attain underlying advantages in the South African retail industry. This international business plan seeks to generate a magnificent increase in the profits and the company sales from feasibility studies, market research and industry analysis, project consulting, retainer consulting, reporting services, and strategic analysis, compared to the preceding year.


The highlights of this plan are revenue and targeted gross margin. The targets are attainable through a proactive approach to teaming-up with technology providers, the candidacy of clients, and partnering with regional engineering suppliers and reputable local. 
                In the report is going to assess whether Tesco can be a viable business in South Africa by using the PESTEL analysis. The type of measure if taken in the South African market can affect the sales revenue of a number of products retailed by Tesco. It is more relevant to focus on the future threat affecting the South African Market inorder for Tesco Plc to start internationalizing in South Africa. The increase in the growth of the economy has a positive effect on Tesco therefore running this PESTEL analysis helps to indicate the economic side of things in South Africa. As a growing country there is a positivity in the investment of Tesco in the South African regions. The company needs to be very attentive regarding technological advancements. South Africa as an on going developing country therefore, the focus on technological advancements can be proved as an opportunity for the organisation in the future time. 
                   Porter's five forces has also been used in the report to analyze the competition of Tesco in South Africa. The five forces will determine the competitive intensity of Tesco. These forces can tell whether the Tesco is attractive in South Africa or not in terms of its profitability international. SWOT analysis will also be used to help to identify the strengths, weaknesses, opportunities, and threats related to Tesco Plc in South Africa. The approach of porter diamond model will help to get insightful of the competitive position of Tesco in global markets. A Tesco Plc Business plan and risk Assesment were also developed to acertain good structure and strategies in South Africa new development Tesco PLC. However, some recommendation in the end were put forward, taking into consinderation of the past experiences and scandals acused which ha a very negative impact on the Tesco as a whole. The company needs to respond to such scandals which affect the company image adversely.
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Introduction

Tesco plc is considered one of the biggest retail groceries of UK and stands at the top 10 retail groceries. Tesco plc is known as the first ever UK business which was successful in making £2 billion in profits. On the annual review in 2005, Tesco was considered the third largest revenue of global retailer. The name of the company is basically derived from the combination of Jack Cohen the founder of the company and the name of a tea supplier T.R.Stockwell. Tesco is considered one of the biggest food retailers around the globe. Tesco has employed over 326,000 people and is operating around 2,318 stores worldwide. 


Tesco plc operates under different banners namely Express, Metro, Superstore, and Tesco Extra. The first ever Tesco store was established in the year 1929 in Middlesex, Edgware, and Burnt Oak. The specialization of Tesco is not only in drinks and food, the company also specialize in different areas as well such as retailing, telecoms. Electronics, clothing, car insurance, music downloads and a lots more.

PESTEL Analysis Of Tesco in South Asfrica

The PESTEL analysis of Tesco will help to monitor and analyse the macro-environmental factors that have an impact on South Africa Tesco Plc.

Political


The adaptation of a tax measured by the UK government has affected Tesco. The VAT has been increased by the government from 17.5% to 20% with a sole purpose to have an increase in the revenue of government by £13 billion. An increase in the VAT rate has a bad impact as it lowers the customer spending (Ismail, 2017). The sales revenue generated by Tesco has been affected negatively in the past due to an increase in the VAT rate. The key source of income of a company is the sales revenue, and sales revenue holds substantial effects on the profits (Deresky, 2017). The adaptation of a fat tax by UK government has the purpose to limit the medical problems and control the obesity associated with it. These type of measure if taken in the South African market can affect the sales revenue of a number of products retailed by Tesco. The researches on South African Market do not indicate such type of future threats for Tesco Plc to start internationalizing in South Africa.
Economic


The increase in the growth of the economy has a positive effect on Tesco. Buckley and Ghauri (2015) suggested that a growth in the economy results in a growth in the supermarket industry. South Africa is a developind county which the economy has a good chance of growing consistently. The supermarket industry is the main industry which is operated by Tesco so it is a positive sign for the company to explore in South African regions. Although, Tesco highly dependant on the UK market but certain change in the economy has different effects in different regions and on the company differently each time. But for now, the company has been expanded, and have a relatively more chance of growth. The economic factor discussed can help Tesco Plc to further grow in a big country like South Africa where there will be a great number of future opportunities for Tesco to increase its growth and productivity.
Social


In the UK and most of the countries where Tesco is operating, there is seen an increase in the number of elderly people due to the baby boom generation. Previously, the birth-rate was not so high and the life expectancy of people was at the top. Scholars have found that the elderly people are willing to use the internet and view it favourably. What else has been found is that the elderly people find it more convenient to acquire products online. For that reason, Tesco has responded positively to this social change (Ismail, 2017). These social changes will have a positive impact on Tesco in South Africa, because there has been seen an increase in the number of elderly people in South Africa.

It has been said by the literature, that the opinion of a customer on a company can be changed in no time due to changes in price and quality of the company, service, or products (Deresky, 2017). This highlights the fact that why is it important for a company to adopt corporate strategies. Taking an example from the past of Tesco, the company was accused of horse-meat scandal. The organization was accused of not providing the quality product to the customers because there were found some horse-related puns in the burgers of Tesco. The result of this scandal was quite negative for the Tesco and resulted in the decline in sales. The company needs to respond to such scandals which affect the company image adversely.

Technology


One of the most critical elements for the supply of Tesco is the technology. Retailers of this type develop supply chain management to enhance cost efficiency and attain competitive advantages. The company needs to be very attentive regarding technological advancements. The focus on technological advancements can be proved as an opportunity for the organisation in the future time. Just taking an example of mobile technology that has helped to improve the distribution service of Tesco. The customers can select their preferred order through mobile. The technology advancements offered by Tesco will serve as key source for the company revenure, because in South Africa, it can be clearly seen the more focus on advancements. 


The technologies that occur frequently in retailing must be in the sights of the Tesco's management. The e-grocers has emerged as the success key in the supermarket. The customers more prefer the present technology than the disruptive technology. But a niche in the market still finds the disruptive technology more convenient. So such technology will not be attractive for the large companies like Tesco.

Environmental


In the press, there has been a great emphasis made on global warming. For example, the increase in the average temperature is resulting in the melting of the Arctic ice. The researches report that by the end of 2040, there will be an ice-free summer. A number of measurements are being adopted by the Tesco to protect the environment. The company is trying to reduce the consumption of energy and utilize greenhouse gases. Taking about globally, the company has invested a sum of £3.1 million to provide energy savings on 49 stores, and this led to the savings of about £2 million.

Legal


Tesco markets a great number of services and products and that is the reason that a number of laws affect the company. If we take a look at the agriculture products, the common agriculture policy is formed by the UK government. The increase in the measure like these can lead to lower subsidies (Deresky, 2017). The results will decrease the farmers’ ability to meet the standards of agriculture that are set by Tesco. The farmers won’t be able to meet the prices agreed with the company engaged in the industry of supermarket. In South Africa, the companies like Tesco can be fined if they force the agricultural suppliers to sell at a price which is not greater than the costs. 
Porter’s Five Forces


Porter's five forces will help to analyze the competition of Tesco in South Africa. The five forces will determine the competitive intensity of Tesco. These forces tell whether the Tesco is attractive or not in terms of its profitability internationally.

Threat Of New Entrants


The South African grocery market is not so threatening in terms of dominance for Tesco. Tesco is already a successful running organisation, and to run in South Africa, it won’t have to face a large number of threats (Buckley, 2016). Although South Africa has a large number of grocery market chain, Tesco has already recognised the brand and so won't have to start from the bottom. There may be a few obstacles to further internationalize the business, but as of past experience and learnings, Tesco will conquer the market in South Africa as well.

Suppliers Bargaining Power


Tesco understands that the bargaining power of suppliers is quite low, so it will not allow a small chain in the market to dictate prices. Tesco in South Africa will be operating on line with their UK business strategies, they have ability as a huge grocery in the UK that allows the company to source for cheap supplies abroad. The huge grocery has enabled the organisation to negotiate prices that suppliers bring forward. Most of the suppliers are worried because of the foreign suppliers and think they might lose their business, and this is the key success of Tesco which will be implemented in South Africa.
Bargaining Powers Of Consumers


The introduction of branded Clubcard and Loyalty card by Tesco in the year 1995, was basically a strategy to gain dominance and customize service. The strategy enabled the company to get its customers’ comprehensive database, and a lot of profit was made. The same type of initiative can be taken at the South African market, as it is amazing to customers. 

Threat Of Substitute


The threat of substitute has a comparatively greater impact on Tesco than any other threats. The reason for this threat is mainly due to the small-scaled operations' introduction into the market. A product's demand gets reduced when a customer sees its alternative in the market. To prepare itself in the Global market, Tesco is trying to modify and reduce prices of such products.

Bargaining Power Of Competitors


There are a great number of competitors in the grocery business of Africa either small or large scale. Since the establishment, Tesco has seen a significant growth in size. Although Tesco is not the first ever grocery business still it comes in one of the top 10 grocery businesses in the UK. The involvement of a great number of grocery business has impacted Tesco in the past, but the company has still maintained its position in the market by becoming the third largest global retailer based on its revenue.

SWOT Analysis


SWOT analysis will help to identify the strengths, weaknesses, opportunities, and threats related to Tesco Plc in South Africa. 

Strengths


Tesco has a great range of products with prices. One of the company’s strength is the several kinds of products that range from medicines, home appliances, food, non-food and so with different prices on all the products. Tesco is considered to be the growing supermarket space. The company is increasing in terms of size since its establishment. The internationalization of Tesco will surely prove as a strength if it starts its business in South Africa as well. Moreover, the strong brand name and Tesco online service will help the company to dominate the market of South Africa.

Weakness


One of the problems that Tesco plc face is their prices of goods. The company tries to satisfy the needs of its customers by cutting prices, and this leads to a very low margin in the overall profit of the company. Tesco has a very high reliance on the UK market, and the reliance is considered as one of its weaknesses. The reason behind its weakness is that, if there might be an economic challenge, then it will obviously affect the business of Tesco (Deresky, 2017). This weakness can be the pick as an opportunity, and a valid reason to expand the business of Tesco in the countries like South Africa. 

Opportunities


One of the opportunities ahead for Tesco is the internet. Online success of Tesco can be seen as a great opportunity for the company to expand in the marketplace of South Africa. The introduction of Tesco online has increased the profitable status of the company. One of the markable approaches is the intervention in Asian market which has shown a positive impact. This experience of intervention can serve as a success key for the company’s internationalization in South Africa. 

Threats


Threats like economic instability can affect the Tesco in the future. There can be a threat in the future because of the unpredictable, and unstable nature of the economy. The target country for this international business plan South Africa can face political changes in the future and this may be a threat to Tesco. The future increase in the competition may affect the Tesco to run smoothly in South Africa. The increase in the prices of raw materials from both food and non-food can impact the profit margin of Tesco Plc.

Porter's Diamond Model


The approach of porter diamond model will help to get insightful of the competitive position of Tesco in global markets (South Africa).

Demand Conditions


One of the biggest issues is the demand factor related to the production sale in this theory. The production sales usually rely on the needs and want customers for brands or products. If we take the example of London, it can be seen that 70% of the company's own brand is preferred by the customers because of the cheap price strategy adopted by the Tesco. Such a background will help the company to adopt the same strategy in South Africa as well.

Related And Supporting Industries


A big advantage for Tesco is that the company has related industries that are competitive around the world such as Wal Mart. The related companies have advanced aspects like research facilities, skilled labour, communication infrastructure, and technological know-how. 

Factor Endowments


Tesco has already gained a competitive edge in related and supporting industries. The competitive advantages are media products, health and beauty, clothes, phone, digital services, insurance, and finance. Apart from these competitive advantages, Tesco has a wide range of non-food products that includes the finest ranges and are sold perfectly. Looking at the global level, it has been found that Ireland buys a high number of non-food goods of Tesco. The factors discussed can help to achieve the company's target in the South African market as well (Buckley, 2016).
Firm Structure, Strategy, and Rivalry


The fourth attribute is gained by the company to create a unique selling point. The superior technology of Tesco related to the stock control system and checkouts has helped the company to achieve success and expansion over its rivals. The stores of Tesco has been divided in the UK into 6 formats.  The division is based on the structure of stores, which is differentiated by a range of goods sold and the size of the store. Moreover, Tesco's growth over the last twenty years has been related to the image and strategic transformation. The success of the company has a number of reasons behind such as customer focus and inclusive offers.  The domestic rivals of Tesco are Sainsbury, Safeway, and Asda. However, the competitors of Tesco has allowed the company to become a better global challenger as the business of the firm is running internationally. 

International Business Plan For Tesco in South Africa

Tesco plc is an international level company and is already dominant in the other countries. This business plan for outlines the international marketing strategy for Tesco in its market entry in South Africa. The PESTAL analysis, Porter’s 5 points, SWOT analysis, and Porter’s diamond show that Tesco currently has the resource capabilities to enter the South African market.

Objective


The objectives of Tesco to internationalise its business in South Africa is not something hard to guess. Tesco aims to increase the profitability with a target of 10% in terms of operating margin. The company looks forward with a target of 20% market share in South Africa. The main objectives of Tesco are the customer advocacy and employee motivation.

Vision


Tesco plc vision is composed of five elements. The elements of vision completely describe the sort of company Tesco aspires to be in South Africa. 

· Needed and wanted globally

· Innovative, modern and full of ideas

· A growing business, full of opportunities

· Inspiring, earning loyalty and trust from communities, our colleagues, and customers

· Winners locally whilst applying our skills around the world

Mission


The specialization of Tesco is not only in drinks and food, the company also specialize in different areas as well such as retailing, telecoms. Electronics, clothing, car insurance, music downloads and a lots more. We offer a wide range of products with an easy to use our online service.


The situation in South Africa at the current time is characterized by the facts the industries are cutting costs, investment appetites are low, times are tough, and more even budgets are being lashed. Tesco is fully aware of this situation and has come to a conclusion after its detailed research study. The conclusion is that the clients would be interested in doing things in a smarter way, with efficient market intelligence. Tesco plc believes that it can provide its best services to the market of South Africa. The previous knowledge and experience in other countries will provide the basis for the ease of running the business in South Africa (Buckley, 2016).

Organizational Structure

To maximize the degree of competitiveness, a strategic business unit (SBU) is chosen by Tesco in South Africa. The SBU will cover financial targets; ownership; geographic market served; customer market served; distribution outlets; functions performed by the company; service quality and image, size and scope of foundation; and the strategic foundation. In South Africa, Tesco will operate using an international business strategy. The international SBU of Tesco in South Africa will include the elements of capability in people, focus on a new country, supply chains and regulations, cultures, customers, systems and process, and brand-building to create a good customer relation (Mollah, 2014, pp.22-44). 
Market Research And Risk Assessment


Threats like economic instability can affect the Tesco in the future. There can be a threat in the future because of the unpredictable, and unstable nature of the economy. The target country for this international business plan South Africa can face political changes in the future and this may be a threat to Tesco. The future increase in the competition may affect the Tesco to run smoothly in South Africa (Bartlett, 2018). The increase in the prices of raw materials from both food and non-food can impact the profit margin of Tesco Plc.


One of the problems that Tesco plc face is their prices of goods. The company tries to satisfy the needs of its customers by cutting prices, and this leads to a very low margin in the overall profit of the company. Tesco has a very high reliance on the UK market, and the reliance is considered as one of its weaknesses. The reason behind its weakness is that, if there might be an economic challenge, then it will obviously affect the business of Tesco. This weakness can be the pick as an opportunity, and a valid reason to expand the business of Tesco in the countries like South Africa. 


The threat of substitute has a comparatively greater impact on Tesco than any other threats. The reason for this threat is mainly due to the small-scaled operations' introduction to the market. A product's demand gets reduced when a customer sees its alternative in the market. To prepare itself in the Global market, Tesco is trying to modify and reduce prices of such products.


The South African grocery market is not so threatening in terms of dominance for Tesco. Tesco is already a successful running organisation, and to run in South Africa, it won't have to face a large number of threats. Although South Africa has a large number of grocery market chain, Tesco has already recognised the brand and so won't have to start from the bottom. There may be a few obstacles to further internationalize the business, but as of past experience and learnings, Tesco will conquer the market in South Africa as well.


The adaptation of a tax measure by the government of South Africa in the future can affect Tesco. An increase in the VAT rate can have a bad impact as it lowers the customer spending. The sales revenue generated by Tesco can be affected negatively in the future due to the increase in the VAT rate (Bartlett, 2018). The key source of income of a company is the sales revenue, and sales revenue holds substantial effects on the profits. The increase in these type of measure can affect the sales revenue of a number of products retailed by Tesco.

International Business Strategies


The adaptation of international business strategy is quite important for each and every organization that operates in the international market. The current business of Tesco is very competitive and generate more profits, Tesco needs to venture into international markets. The selection of the right international strategy is never easy; whether it is establishing joint ventures, listening technology abroad, the strategic alliance in the foreign market, export, or direct investment acquisition. The important strategies that are adopted by Tesco in the effort of internationalizing its business in South Africa are Greenfield investments, foreign acquisitions, and joint ventures. 


Joint ventures are based on the involvement of cooperations between different organisations. The partners often come together to delegate responsibilities, allocate resources, and consign risks. Join ventures will enable Tesco to establish its manufacturing plants and market its product in South Africa. Joint ventures are ideal for Tesco plc because it will allow the company to understand the South African market and migrate risks.


In foreign acquisitions, Tesco will acquire an interest through foreign direct investment in a local firm. Once Tesco will obtain the controlling interests, it will attain full authority over policies regarding aspects such as expansion programs, marketing strategies, production, finance, and quality control. Foreign acquisition thus proves to be ideal for Tesco, because it will help the company to acquire other organisations that are already a good performer in foreign markets (Bartlett, 2018). Another strategy is the Greenfield investment that entails investing in the South African market by starting new subsidiaries and later own owning them fully. Greenfield strategy is very suitable for Tesco plc, as it will allow the company to exploit the opportunities present and venture into new unexploited markets.

International Marketing Plan


Tesco will be concentrating in South Africa by emphasizing on building the team of employees in order to bring new levels of excellence to customers and to work. The company has planned to invest £1billion to revitalize its business in the future. The company looks forward to investing £200millions in providing equipment and additional pieces of training to employees. The purpose of investing in staff is to better equip them with tools and skills to serve customers well. The changes will be targeted at fresh food departments and larger stores in South Africa.


Tesco has planned to give a warmer feel and attractive look to the stores that are planned to be established in South Africa. The company looks forward to allocating its capital efficiently by reducing the capital investment. A wide range of products will be offered to gain customer attention. The company will offer the range of more than 75,000 products as a startup. Tesco has planned to invest $150million in upgrading the online industry after internationalizing in South Africa. The new infrastructure would include many improvements related to customer service.

Recommendations


The opinion of a customer on a company can be changed in no time due to changes in price and quality of the company, service, or products. This highlights the fact that why is it important for a company to adopt corporate strategies. Taking an example from the past of Tesco, the company was accused of horse-meat scandal. The organization was accused of not providing a quality product to the customers because there were found some horse-related puns in the burgers of Tesco. The result of this scandal was quite negative for the Tesco and resulted in the decline in sales. The company needs to respond to such scandals which affect the company image adversely.

 
One of the biggest issues is the demand factor related to the production sale in this theory. The production sales usually rely on the needs and want customers for brands or products. If we take the example of London, it can be seen that 70% of the company's own brand is preferred by the customers because of the cheap price strategy adopted by the Tesco. Such a background will help the company to adopt the same strategy in South Africa as well.


One of the opportunities ahead for Tesco is the internet. Online success of Tesco can be seen as a great opportunity for the company to expand in the marketplace of South Africa. The introduction of Tesco online has increased the profitable status of the company. One of the markable approaches is the intervention in Asian market which has shown a positive impact. This experience of intervention can serve as a success key for the company's internationalization in South Africa. Tesco is considered to be the growing supermarket space. The company is increasing in terms of size since its establishment. The internationalization of Tesco will surely prove as a strength if it starts its business in South Africa as well. Moreover, the strong brand name and Tesco online service will help the company to dominate the market of South Africa.

References

Ansoff, H.I. and McDonnell, E.J., 1988. The new corporate strategy. John Wiley & Sons Inc.

Axinn, C.N. and Matthyssens, P., 2002. Limits of internationalization theories in an unlimited world. International marketing review, 19(5), pp.436-449.

Bartlett, C.A. and Beamish, P.W., 2018. Transnational Management: Text and Cases in Cross-border Management. Cambridge University Press.

Brakman, S., Garretsen, H., Van Marrewijk, C. and Van Witteloostuijn, A., 2006. Nations and firms in the global economy: an introduction to international economics and business. Cambridge university press.

Buckley, P. and Ghauri, P., 2015. The internalisation theory of the multinational enterprise: A review of the progress of a research agenda after 30 years. In International Business Strategy (pp. 99-121). Routledge.

Buckley, P.J. and Clegg, J. eds., 2016. Multinational enterprises in less developed countries. Springer.

Cano-Kollmann, M., Cantwell, J., Hannigan, T.J., Mudambi, R. and Song, J., 2016. Knowledge connectivity: An agenda for innovation research in international business.

Collinson, S., Narula, R. and Rugman, A.M., 2016. International business. Pearson.

Deresky, H., 2017. International management: Managing across borders and cultures. Pearson Education India.

Gooderham, P.N., Gooderham, P.N. and Grøgaard, B., 2013. International management: Theory and practice. Edward Elgar Publishing.

Hill, C.W., Jones, G.R. and Schilling, M.A., 2014. Strategic management: theory: an integrated approach. Cengage Learning.

Ismail, I.N., 2017. The Roles of Corporate Governance and its Influances on Risk and Performance: Tesco Plc.
Lasserre, P., 2017. Global strategic management. Macmillan International Higher Education.

Meyer, K. and Peng, M.W., 2016. International business. Cengage Learning.

Mir, F.A. and Pinnington, A.H., 2014. Exploring the value of project management: linking project management performance and project success. International journal of project management, 32(2), pp.202-217.

Mollah, A.S., 2014. The impact of relationship marketing on customer loyalty at Tesco Plc, UK. European Journal of Business and Management, 6(3), pp.21-55.

Søndergaard, M. and Hofstede, G., 2001. Culture's Consequences: Comparing Values, Behaviours, Institutions, and Organizations Across Nations. International Journal of Cross Cultural Management, pp.243-246.

Van Tulder, R. and Van der Zwart, A., 2005. International business-society management: Linking corporate responsibility and globalization. Routledge.

Vu, M., 2016. IS THE BALANCED SCORECARD USEFUL IN A COMPETITIVE INDUSTRY?: Using Tesco PLC as a case study in the UK grocery retail industry.

Wood, S., Wrigley, N. and Coe, N.M., 2016. Capital discipline and financial market relations in retail globalization: insights from the case of Tesco plc. Journal of Economic Geography, 17(1), pp.31-57.

9/15/2018





1602087


UWSTD





International Business


Assignment   





Tesco PLC In South Africa








2
SBMA7122D


