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[bookmark: _gjdgxs]Impacts of environmental changes for business
[bookmark: _30j0zll]Abstract
[bookmark: _1fob9te]The purpose of this report is to provide a review of some key issues in corporate social and environmental reporting research by way of PESTEL Analysis, Porter Diamond, Value Network, and Porter Five Forces Analysis. The selected business is ALDI, a multinational supermarket chain. The study will discuss the impacts of environmental changes for ALDI, including climate change, resource scarcity, biodiversity loss, and pollution. The effects of these changes on its operations and strategies as well as potential solutions to manage them will be discussed. Moreover, the report will outline how sustainable business practices can provide advantages in terms of cost, competitive advantage, customer loyalty, and employee engagement. Finally, the paper will identify key areas of research that should be addressed to enable companies to better manage their environmental impacts. 

[bookmark: _3znysh7]Introduction
Environmental changes have both direct and indirect impacts on businesses. Climate change has already been observed in the form of increasing temperatures, rising sea levels, extreme weather events, and changing precipitation patterns. These changes can affect businesses in terms of both physical and financial risks, such as increased energy costs, destruction of assets due to natural disasters, disruption of operations due to extreme weather events, and decreased demand for certain goods or services that are dependent on environmental conditions. ALDI is expanding its business in Vietnam and is likely to face other environmental issues such as water scarcity, air pollution, and resource extraction. To manage environmental changes, ALDI should adopt sustainable business practices. The PESTLE Analysis is conducted to assess the impacts and issues of environmental changes on ALDI.

[bookmark: _2et92p0]PESTLE Analysis of ALDI
Political: ALDI must be aware of the political factors that may affect its operations. This includes issues such as government regulations, trade policies, and access to resources. In Vietnam, ALDI must comply with local labor laws and ensure that its suppliers follow international standards for environmental protection. 
Economical: The economic environment includes factors such as inflation, consumer spending patterns, currency exchange rates, taxes, and labor costs. For example, in Vietnam, increasing costs of energy and raw materials due to global warming could lead to higher prices for goods at ALDI. Additionally, rising wages due to the shortage of skilled workers can also impact profits. 
Social: Social factors refer to aspects such as consumer lifestyles and preferences, population growth rate, cultural influences, and health awareness. For example, providing healthy and safe food products is an important part of ALDI’s strategy to attract consumers in Vietnam. 
Technological: Technology plays a major role in the success of any business. In the case of ALDI, this includes automation, digitalization, logistics management, and packaging. This can help reduce costs and increase productivity while also reducing environmental impacts such as emissions. 
Environmental: Environmental factors refer to aspects such as climate change, resource scarcity, biodiversity loss, pollution levels, and natural disasters. These issues have been discussed earlier with respect to how they can affect ALDI’s operations in Vietnam.
Legal: Legal considerations include national laws and regulations that businesses must adhere to from both a local and international level. ALDI must comply with local labor laws, as well as environmental regulations such as the Paris Climate Agreement. 

[bookmark: _tyjcwt]Porter Diamond Analysis of ALDI
The Porter Diamond model is a strategic framework used to analyze the competitive advantages of nations and multinational firms. The diamond consists of four factors: factor conditions, demand conditions, related and supporting industries, and firm strategy, structure, and rivalry. 
Factor Conditions: ALDI has access to a wide range of resources in Vietnam such as access to capital, skilled labor, infrastructure networks and advanced technology which are all essential for businesses looking to expand their operations. 
Demand Conditions: Increasing consumer awareness around environmental issues as well as rising incomes in Vietnam has led to an increase in demand for eco-friendly products from companies like ALDI who provide sustainable options such as organic fruits and vegetables, (Porter,1985). 
Related And Supporting Industries: This includes firms that provide materials and components to ALDI such as suppliers of packaging, raw materials, and agricultural produce. Additionally, there are also companies that provide services such as logistics, marketing and consultancy which can help support ALDI’s operations in Vietnam. 
Firm Strategy, Structure and Rivalry: ALDI has adopted an aggressive strategy with regards to international expansion to gain a competitive advantage over its rivals. It has invested heavily in technology and automation to reduce costs while also focusing on sustainability initiatives that appeal to consumers seeking eco-friendly products. The firm has also implemented efficient processes for logistics management and supply chain coordination to ensure timely delivery of goods. Furthermore, it has established collaborations with local partners to create a strong network in the region (Martin, 2020). 
Overall, these factors have enabled ALDI to gain a competitive advantage in Vietnam and become one of the leading players in the retail industry. It has managed to differentiate itself from its competitors by offering sustainable products and services that are in line with environmental regulations and consumer preferences. By doing so, it has been able to capitalize on rising demand for eco-friendly solutions while also reducing its own costs associated with complying with regulations. 

[bookmark: _3dy6vkm]ALDI Value Network Analysis
The ALDI Value Network is the set of relationships between the different stakeholders in its operations. These stakeholders include customers, suppliers, employees, and local communities. 
Customers: Customers are at the center of ALDI’s value network as they provide feedback on products and services which enables ALDI to improve its offerings. The company has also implemented customer loyalty programs in order to reward loyal customers with discounts and other incentives. 
Suppliers: ALDI has established strong relationships with its suppliers to ensure a steady supply of goods at competitive prices. It has also implemented sustainability initiatives such as sourcing from eco-friendly farms to reduce environmental impacts associated with its operations. 
Employees: Employee satisfaction is a key priority for ALDI, and it has implemented various measures to ensure employees feel valued such as providing safe working conditions, flexible hours, and fair wages. Additionally, the company also offers training and development opportunities in order to help employees reach their full potential. 
Local Communities: ALDI has established relationships with local communities by engaging in local community initiatives such as donating to charities and setting up recycling centers. These activities have helped create goodwill within the local community which further strengthens the brand’s reputation. Overall, ALDI’s value network has enabled it to become one of the leading players in the retail industry while also helping reduce its environmental impacts through sustainable practices. By focusing on customer satisfaction and establishing strong relationships with its stakeholders, ALDI has been able to create a win-win situation for itself and the communities in which it operates. 
[bookmark: _1t3h5sf]
ALDI's Porter Five Forces Analysis
The Porter Five Forces Model is a tool used by businesses to analyze the competitive environment in which they operate. This model evaluates five key factors: Threat of new entrants, Bargaining power of buyers, Bargaining power of suppliers, Threat of substitutes, and Intensity of rivalry. 
Threat of new entrants: The threat of new entrants into Vietnam’s retail market is low due to several factors. First, there are high entry costs associated with setting up operations in the country such as rent and labor costs. Second, customers tend to be loyal to established brands, so it can be difficult for new entrants to gain a foothold in the market. 
Bargaining power of buyers: The bargaining power of buyers is moderate due to the presence of several large retailers in Vietnam. Customers can switch between these retailers and thus exert some pressure on prices. 
Bargaining power of suppliers: The bargaining power of suppliers is low as ALDI has established strong relationships with its suppliers and is able to secure competitive prices for its goods. Also, there are numerous other suppliers in Vietnam which ensures that ALDI can easily switch between them if required. 
Threat of substitutes: The threat of substitutes is low as customers tend to be loyal to their preferred brands and prefer quality over price when it comes to purchasing goods. Furthermore, ALDI offers a variety of products which gives customers more options when it comes to shopping. 
Intensity of rivalry: The intensity of rivalry is high due to the presence of several large retailers in Vietnam. These competitors are constantly looking for ways to differentiate themselves and attract more customers, which puts pressure on ALDI’s pricing and promotional strategies. 
Overall, the Porter Five Forces Model provides a useful framework for evaluating the competitive environment in which ALDI operates. By considering all five factors, businesses can better understand their position in the market and develop strategies to gain an advantage over their rivals. 

[bookmark: _4d34og8]Hofstede Analysis of ALDI
Hofstede’s cultural dimensions can be used to analyze how different countries view business and society (Compare countries, 2021). In Vietnam, the following scores are observed: 
· Power Distance Index (PDI) - 77/ High 
· Individualism vs Collectivism (IDV) - 20/ Low 
· Masculinity vs Femininity (MAS) - 39/ Moderate 
· Uncertainty Avoidance Index (UAI) - 51/ Moderate 
· Long Term Orientation (LTO) - 50/ Moderate 
· Indulgence vs Restraint (IVR) - 55/ Moderate  
The Power Distance Index score in Vietnam indicates that people tend to have a hierarchical understanding of power, with those higher up in the social ladder having more authority and influence. This is reflected in the way that companies are managed, with decision-making power often being concentrated at the top of the organization. The Individualism vs Collectivism score in Vietnam indicates that people tend to be more focused on their collective rather than on themselves as individuals. This can be seen in the way teams work together to achieve common goals, as well as in how decisions are made, and information is exchanged within organizations. 
The Masculinity vs Femininity score indicates that both men and women have an equal role to play in Vietnamese society and business culture. The Uncertainty Avoidance Index score reflects a moderate level of uncertainty avoidance, indicating that people are not overly risk-averse and are open to change, (Hofstede, 2020). 
Finally, the Long-Term Orientation score indicates that people in Vietnam tend to think more long-term when making decisions and planning for the future. This is reflected in their willingness to invest in research and development, as well as in their focus on building strong relationships with partners and customers. The Indulgence vs Restraint score reflects a moderate level of indulgence, indicating that people in Vietnam enjoy some freedom to indulge themselves within certain limits. 

[bookmark: _2s8eyo1]Critical Analysis 
The results of the Porter Five Forces and Hofstede’s analysis provide a comprehensive overview of ALDI’s competitive position in Vietnam. The Porter Five Forces Model indicates that ALDI is able to compete effectively due to its strong relationships with suppliers, low threat of substitutes, and high intensity of rivalry. Meanwhile, the Hofstede Analysis shows that Vietnamese culture is characterized by a hierarchical understanding of power, collective decision-making, equal roles for men and women, moderate uncertainty avoidance and long-term orientation, as well as some indulgence within certain limits. 
Given this information, ALDI can use these insights to develop strategies which consider the local cultural norms while still allowing them to gain an advantage over their competitors. For example, by focusing on building strong relationships with local suppliers and customers, ALDI can benefit from the collectivist culture of Vietnam. Additionally, they can use the findings from the Hofstede Analysis to tailor their marketing campaigns and adjust their pricing strategies accordingly. 


Overall, this analysis provides a useful insight into ALDI’s competitive position in Vietnam. By taking into consideration both the Porter Five Forces Model and Hofstede’s cultural dimensions, businesses such as ALDI can gain an understanding of the unique aspects of operating in a foreign market and develop strategies which will enable them to gain an advantage over their competitors. 	

[bookmark: _17dp8vu]Barriers For Foreign Businesses
Despite the many advantages that foreign businesses can gain from operating in Vietnam, there are also certain barriers that they must be prepared to face. These include a lack of intellectual property protection, regulatory complexity, language and cultural differences. 
First, intellectual property rights are not always well-protected in Vietnam. This means that companies may find it difficult to protect their products and services from being copied or stolen by local competitors. Additionally, regulations governing the business environment in Vietnam can be complex and bureaucratic, leading to delays and frustrations for those looking to launch their operations in the country, (Vietnam Briefing, 2019). Finally, language and cultural differences between countries can present challenges when doing business in Vietnam as staff may require additional training or support when working with foreign customers or suppliers.	

[bookmark: _3rdcrjn]Proposed Business Strategy
Given the findings of this analysis, ALDI should pursue an aggressive business strategy in Vietnam. The Porter Five Forces Model indicates that there is a relatively low threat of substitutes and high intensity of rivalry, meaning that ALDI must be willing to compete aggressively if they are to succeed in the market. Meanwhile, the Hofstede Analysis reveals that Vietnamese culture is characterized by a hierarchical understanding of power, collective decision-making, equal roles for men and women, moderate uncertainty avoidance and long-term orientation, as well as some indulgence within certain limits. This means that ALDI must tailor their strategies to meet these cultural norms while still striving to gain an advantage over their competitors. 
ALDI can focus on building strong relationships with local suppliers and customers, as well as investing in research and development to ensure that they always have the most up-to-date products. Also, they should tailor their marketing campaigns to appeal to the collective mentality of Vietnamese consumers, while taking into consideration their willingness to indulge within certain limits. Also, ALDI should adjust their pricing strategies accordingly in order to remain competitive in the market. Thus, this analysis has provided a comprehensive overview of ALDI’s competitive position in Vietnam. By leveraging both the Porter Five Forces Model and Hofstede Analysis, businesses such as ALDI can gain an understanding of the unique aspects of operating in a foreign market and develop strategies which will enable them to gain an advantage over their competitors. By strategically implementing the insights from this analysis, ALDI will be able to gain a competitive advantage in Vietnam. 
[bookmark: _lnxbz9]
[bookmark: _26in1rg]Recommendations
In order to gain a competitive advantage in Vietnam, ALDI should leverage the insights from both the Porter Five Forces Model and Hofstede Analysis. Specifically, they should focus on building strong relationships with local suppliers and customers, while also investing in research and development to ensure that they always have the most up-to-date products. Additionally, ALDI should adjust their pricing strategies accordingly to remain competitive in the market. Ultimately, if executed properly, this strategy will provide ALDI with an edge over its competitors and allow them to make meaningful gains in Vietnam’s retail sector. 

Conclusion
Overall, this analysis has provided a comprehensive overview of ALDI’s competitive position in Vietnam. By leveraging both the Porter Five Forces Model and Hofstede Analysis, businesses such as ALDI can gain an understanding of the unique aspects of operating in a foreign market and develop strategies which will enable them to gain an advantage over their competitors. With the right strategy in place, ALDI will be well-positioned to make meaningful gains in Vietnam’s retail sector. 
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