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[bookmark: _Toc7165384]Executive Summary
The assignment aims to develop an international business plan for Tesco PLC as it aims to launch its retail stores in Pakistan as part of its global vision. The foreign market research suggests that there are numerous opportunities present in Pakistani retail market for Tesco, which include the growing market and cheap labour among different others. On the other hand, the challenges include weak regulatory framework and poor law and order situation among numerous others. The international business plan has been developed after thorough market research by means of PESTEL, Porter’s Five Forces and Porter’s Diamond Model. In addition, the plan has been developed by forming the marketing mix and STP for Tesco’s launch in Pakistan. Lastly, the recommendations are provided to Tesco so that its launch in Pakistan is successful. 
[bookmark: _Toc6764412][bookmark: _Toc7165385]
Corporate Global Vision and Goals
In the view of Hudzik and McCarthy (2012), the global vision of a company suggests its standing around the globe as viewed by its management in the years to come. The corporate global vision formed for Tesco PLC (Tesco) in relation to its expansion to Pakistan is as follows:
“To gain 2% of the global retail market share specifically by expansion in untapped and developing areas in the coming 10 years.”
The vision sets a position that Tesco aims to achieve by launch of the product globally specifically in developing countries like Pakistan. The specific goals by this international expansion are indicated below:
· To understand dynamics of retail market in Pakistan.
· To identify potential competition and possible ways to compete. 
· To gain 5% of the Pakistani retail market share in next 5 years in the absence of major international retailers.
· To ensure consumer welfare by means of providing customer-oriented retail services in Pakistan.
[bookmark: _Toc6764413][bookmark: _Toc7165386]International Business Structure
In accordance with Ghauri (2004), an organization needs to identify its business structure for international operations so that it’s line of reporting and key positions/departments are clear. The international business structure for Tesco in line with its expansion to Pakistan is illustrated in the figure below:

Figure 1 - International Business Structure for Tesco
The organogram illustrated above clearly highlights that CEO of Pakistan will report to Tesco’s head office located in UK and the important business decisions will flow from there. 
[bookmark: _Toc6764414][bookmark: _Toc7165387]Foreign Market Research 
The foreign market research highlights the current situation of Pakistani retail market and identifies opportunities present there. The current scenario of Pakistani retail market is indicated in the table below:
	Scenario in the Pakistani Retail Sector
	Opportunities for Tesco

	Pakistani retail sector especially supermarkets are growing at a steady pace. Major portion of growth relates to supermarkets.
	Growing Market 

	With unemployment rate at 6% (CEIC, 2018) Pakistani labor is available to work at a reasonable wage and minimum wage rate is around $130 a month.
	Cheap Labour 

	The retail industry is in its growth stage. Few big retailers in the market and limited number of foreign retail chains. The market has enormous opportunities present in retail markets.
	Medium Competition

	Very hard to find international brands in the country which leads to placement of online orders for those products. Pakistani population intends to make physical purchases and finds online orders undesirable due to financial constraints such as not having a credit card.
	Unavailability of Foreign Brands


[bookmark: _Toc6764415][bookmark: _Toc7165388]Risk Assessment
To evaluate the risks present in Pakistani retail market, the following table suggests the challenges and risks for Tesco. 
	Challenges
	Risks

	Weak regulatory framework
	Pakistan ranked 136 out of 190 for ease of doing business (Trading Economics, 2019). It can propose risks relating to process of incorporation before the start of operations and operational issues after the business has started.

	Lack of consumer awareness 
	Majority of the population in rural areas are not intended towards supermarkets. There is lack of intent to go to supermarkets and customer awareness relating to supermarkets in Pakistan is termed as poor. This can propose risk relating to low sales volume in initial years. 

	Cultural differences
	Cultural differences can cause difficulty in setting the product portfolio and service standards.

	Law and order situation
	Strikes, terrorist attacks and political uncertainty has peaked over the years. It can cause physical damage to the business. Moreover, it causes several risks to the revenue generation of the business as well.  


[bookmark: _Toc6764416][bookmark: _Toc7165389]International Business Strategy
In the view of Welch et al. (2011), there are several business strategies that can be adopted by a business while going international. These modes of business are employed by the companies depending on their strategic and financial position and needs. The common modes of internationalization of a business to be discussed in this report include the exporting, franchising/licensing, joint venture and foreign direct investment. Each of the international market entry strategies is analyzed for Tesco’s expansion to Pakistan in this section. 
1. Exporting: In the view of Brouthers and Hennart (2007), exporting is a business strategy, where the goods are sold internationally by means of direct export to other countries. Exporting has several advantages and disadvantages associated with it. Few key advantages associated with the strategy include the increase in sales and profitability, enhancement in domestic competitiveness, diversification in terms of geography, compensation for seasonal demands and expansion in the life cycle of products. On the other hand, the key disadvantages include extra costs in form of duties, product modification, export license issues and lack of market information available to the exporter (Ripolles, Blesa and Monferrer, 2012). In the case of Tesco and the retail market in general, exporting is an option but Tesco will not be able to establish its brand i.e. retail brand in Pakistan. Despite selling the products in Pakistan, Tesco will not be able to sustain in the long-run as majority of the products are manufactured by other companies and they might be branded due to export by Tesco. Therefore, it can be drawn that exporting is not feasible for the expansion of Tesco to Pakistan. 
2. Franchising: According to Wu and Zhao (2007), franchising is another model for expansion of businesses across borders. In this model, businesses extend franchising or licensing rights to an independent business (known as franchisee), who uses business name to sell the products of the business under franchising agreement. In this case, the franchisee is obliged to pay royalty to the franchisor as per terms set. There are many advantages of franchising for a business like Tesco; which include the lower investment required, knowledge about the new market is acquired by franchisee and the lower country exposure. The disadvantages include lower control over the business, high chances of frauds and the fragility that the franchisee may discontinue agreement after any period. In the given case, Tesco has sufficient resources available to expand itself internationally and therefore, franchising can be less relevant for a business like Tesco, while considering its expansion to Pakistan. 
3. Joint Venture: It is a strategy merging the operations of two businesses in a geography or overall to put joint efforts to boost revenue and gain the market share of the business. The advantages of such a strategy include the higher resources available and lower liability in cases of losses. On the contrary, the disadvantages include the issues relating to conflicts, disputes and double taxation in this regards. The joint venture is a relevant strategy for Tesco’s launch in Pakistan as the business can form a joint venture with local retail chain, who is already operating in Pakistani retail market. Tesco can form a joint venture with large local retailers including Imtiaz Supermarkets, Chase Up, Shaheen Chemist and Grocers among numerous other possible options. The strategy can be successful for Tesco as it will help the business maintain its equity in the business while reducing the risks relating to knowledge about the local market. In addition, Tesco can also be relaxed in terms of manpower requirement in Pakistan as the local business will be able to recruit it effectively. 
4. Foreign Direct Investment: One of the most common types of investment abroad is foreign direct investment (FDI), whereby the business invests its funds directly into another country independent of any other business. The advantages include independency and full control over the business. Whereas the disadvantages include higher costs and higher country risks as the investment could be huge and lack of knowledge about Pakistani market dynamics can affect Tesco significantly (Dikova and Van Witteloostuijn, 2007). However, considering the funds available and risk appetite of Tesco given huge resources I will recommend it to expand to Pakistan by means of FDI so that it has full control over its business to gain market share and build competitive edge over local supermarkets like Imtiaz, Chase UP, Shaheen Chemist and different others. 
Overall, the analysis of different international business strategies suggests that Tesco can utilize joint venture or FDI as its strategy when expanding to Pakistan. Considering the pros and cons of each strategies, FDI is the most preferred and recommended strategy in the given case. 
[bookmark: _Toc6764417][bookmark: _Toc7165390]International Marketing Plan
There are several components of international marketing that need to be considered while expanding to Pakistan. Before finalizing the international marketing plan, it is important to analyze the market place in detail as illustrated below.
[bookmark: _Toc6270508][bookmark: _Toc6764418][bookmark: _Toc7165391]PESTEL
In the view of Freeman (2010), PESTEL is one of the common tools to perform a macroeconomic analysis for any business or industry. PESTEL is performed in the context of Pakistani retail market to evaluate the international business feasibility for Tesco. 
[bookmark: _Toc6270509]Political Factors 
In the past couple of years, the persistence of political instability has been the root cause of low foreign direct investments in Pakistan. This affects the investors’ outlook since they wish to earn maximum return while bearing minimum risk. People reaction to changes in the Pakistani political scenario is mostly negative and it may vary from protests to rallies, including vandalism of government and private properties by angry mobs of people. Hence, foreign companies lose millions and billions of dollars. The government also cannot manage to provide fool proof security to its outlets (Aslam and Hasnu, 2016). 
With frequent changes in the ruling government, tax rules and policies, a profitable foreign business may soon become unprofitable if the new government increases tax rates or change business operating policies. Trade policies in Pakistan are changed frequently, and this fluctuation leads to imbalances in exports and imports (Aslam and Hasnu, 2016).
As a key player in the departmental stores, Tesco has an incentive to enter Pakistani market because Pakistan is encouraging foreign investments. Hence, Tesco can use this opportunity as bargaining power to have favourable tax rates since it is a huge foreign investor.
[bookmark: _Toc6270514]Economic Factors 
The current inflation rate in Pakistan stands at 9.4% (State Bank of Pakistan, 2019), and it makes it difficult for foreign companies to operate at a lower cost. Furthermore, currency devaluation and increasing exchange rates discourage investors from investing in Pakistani market as the cost of capital goes down. Tesco must assess the purchasing power of consumers in Pakistan as it would help it determine the size of potential market in terms of revenue generation (Tabassam, Hashmi and Rehman, 2016).  
Pakistan is still trying to cope with energy crisis, and the menace of load shedding still persists in summer. An alternative to this issue would be installing generators but it would increase fixed capital investment as well as running cost for Tesco as its stores are open 24/7. It would also face intense competition from other local and international retailers (Metro, Carrefour and SPAR) already dominating the industry. Hence, switching costs for customers might increase if they plan to purchase a product from Tesco, because of travel time and distance involved (Tabassam, Hashmi and Rehman, 2016). 
[bookmark: _Toc6270521]Security cost would be a major expense for Tesco since a foreign brand often has to deal with security threats in Pakistan. Without any government protection, Tesco would have to rely on private security companies to protect its stores. 
Socio-Cultural Environment and Behaviour of Pakistani Consumers
Pakistani people prefer buying goods from the nearest local market on a day-to-day basis to save traveling time and cost. They enjoy the benefit of credit purchases from local retailers throughout the month. They are also not accustomed to the idea of bulk shopping because of low purchasing power. They usually shop during the day so there are hardly any customers post-midnight. Tesco’s ready-cooked meals line particularly might not fare well in Pakistan because people prefer having local freshly made cuisine over ready-made meals. Moreover, people are not much adaptive to changes in buying habits (Halkias, 2015). 
[bookmark: _Toc6270527]Technological Environment 
Tesco would require additional investment for serving customers through online shopping because setting up an information technology infrastructure is cumbersome in Pakistan. It would need to partner with local banks to enable customers to shop using debit or credit cards. This will also lead to impulse shopping which is a significant source of revenue for supermarkets. It would be required to protect its stores by installing latest security equipment such as closed-circuit television (CCTV) cameras, scanners, metal detectors, walkthrough gates, etc. (Ali, Subzwari and Tariq, 2016).
To address electricity shortage in Pakistan, Tesco may consider solar energy to generate electricity as Pakistan is a sunny country. It is also one of the preferred areas of Pakistani government that businesses operating in the country may generate their own electricity by employment of renewable sources of energy. 
[bookmark: _Toc6270532]Environmental
Since Pakistani government is promoting environment-friendly, reduced packaging, this would align with Tesco’s current policies and would be good for its corporate social responsibility image. It would have to add carbon footprint data on local dairy products, potatoes, orange juice, bread and non-food items to addresses consumer concerns owing to increased awareness of the carbon footprint (Khan and Bae, 2017).
[bookmark: _Toc6270533]Tesco must adapt its Greener Living Scheme for Pakistani consumers to give them advice on environmental issues such as reducing food waste and their carbon footprint while cooking. It must also launch its Green Club card points system to encourage reusing bags, recycling cell phones and aluminium cans, and bagless deliveries among Pakistani consumers (Khan and Bae, 2017).
 Legal
According to Tabassam, Hashmi and Rehman (2016), though the current tax rates are lower, the government may increase value added tax (VAT) to finance its huge budget deficit. This would mainly affect the non-food items such as clothing at Tesco. Both the minimum wage rates and annual wage growth percentage have been revised by the current government, so this is anticipated to increase Tesco’s operating costs.
[bookmark: _Toc6270535][bookmark: _Toc6764419][bookmark: _Toc7165392]Porter’s Five Forces
Porter’s five forces is a model used to evaluate the nature of competition within the industry by evaluation of five forces of competition as illustrated in the figure below:
[image: ]
Figure 2 - Porter's Five Forces Model
(Source: Freeman, 2010).
The analysis using the model has been carried out for Pakistani retail market below. 
[bookmark: _Toc6270536]Threat of substitute products and services
There is a low threat of substitutes for food items and medium-to-high threat for non-food items like clothing in the retail grocery market, because most convenience stores in the vicinity serve substitute of major food retailers only. Since Tesco offers high quality products at considerably lower prices so even in times of economic recession, customers will be attracted to its discounted prices, so Tesco hardly has a competitor in this field (Hasni et al., 2018).
[bookmark: _Toc6270537]Threat of entry of new competitors
The threat of new competitors entering retail market is low because huge capital investment is required to be competitive and establish a brand name. Moreover, obtaining approvals from local government to enter retail chain industry requires considerable amount of time and resources which is a major barrier for new entrants. A new entrant would have to offer exceptionally low price and/or high quality to create value or capture market share from major competitors (Irshad, Amjad and Janjua, 2015).
[bookmark: _Toc6270538]Intensity of competitive rivalry
There is intense competitive rivalry in the food and grocery retail industry in Pakistan. So, Tesco would face high competition from its direct competitors, including Carrefour, Imtiaz and Metro, as well as convenience stores offering fresh farm produce (Hasni et al., 2018). 
[bookmark: _Toc6270539]Bargaining power of buyers
Pakistani buyers enjoy high bargaining power. For products with slight differentiation and more standardization, the switching cost is low, and buyers can easily hop from one brand to another. Intrinsically, customers are attracted to lower prices, and online retail shopping enables them to compare prices and select cheaper alternatives (Hasni et al., 2018).
[bookmark: _Toc6270540]Bargaining power of suppliers
Unfortunately, suppliers have low bargaining power. The large food and grocery supermarkets are their major customers and they fear losing their business contracts with them. Hence, the position of Tesco along with other supermarkets is further strengthened and their negotiation power helps them get lowest possible price from the suppliers (Hasni et al., 2018).
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In the view of Freeman (2010), having a sustainable competitive advantage at the time of entering a foreign market/country helps a business to overcome its initial disadvantages. Fortunately, Tesco has been successful across Europe, Asia and the US, and emerges as the third largest supermarket worldwide. Its international strategy comprises of six elements: flexible, act local, maintain focus, use multi formats, develop capability and build brands. 
[bookmark: _Toc6270542]Strategy structure and rivalry 
Pakistan’s retail sector is growing instantaneously at almost 15% per annum (Statista, 2018), and it is majorly driven by growth in supermarkets and expansion of local and international retail chains across the country. This is leading to growth in multiple sectors i.e. clothing, groceries, etc. Therefore, Tesco can benefit from this retail industry which is at growth stage and may catalyze innovation and the subsequent upgrading of competitive advantage. However, the retail industry of Pakistan carries low to medium competition in the industry because there is a low threat of new entrants and supply of different brands is available at easy terms.
[bookmark: _Toc6270543]Factor conditions
Pakistan has reasonably-educated and cheap human capital for Tesco to operate economically. Unemployment rate in Pakistan is around 6% (CEIC, 2018) and its launch will create employment opportunities. Thus, it makes Pakistan a suitable market considering its labour workforce. 
[bookmark: _Toc6270544]Demand conditions 
Due to unavailability of more foreign brands in Pakistan, customers are forced to shop online on international websites. Since Pakistani population prefers making physical purchases and finds online orders undesirable, the expansion of Tesco in Pakistan would make those brands available locally. 
[bookmark: _Toc6270545]Relating and supporting industries
The presence of international and local retail chains provides a supporting cluster for Tesco to join and build upon the existing local framework. It can learn from preceding foreign retail chains’ strategies since the regulatory framework of the country is flawed. Pakistan is also ranked 136 out of 190 for ease of doing business (Trading Economics, 2019) and is weak to promote international businesses in Pakistan. This weakness is mainly due to non-competitive public sector and culture of bribery, so businesses often struggle to gain momentum and generate profitability in Pakistan.
[bookmark: _Toc6764421][bookmark: _Toc7165394]Marketing Mix of Tesco for Pakistan
The marketing mix can vary across countries as the dynamics of markets can be different requiring different behaviour from the companies. In this case, the marketing mix utilized by Tesco will be as follows:
Product
The product range will be the same as sold internationally; however, the food products, clothing and other products need to be altered as the culture and traditions of Pakistan are quite different when compared to the developed markets. 
Price 
The price will be charged considering the nature of competition and competitive prices will be charged as Pakistan is found to be price sensitive when it comes to shopping from retail stores. 
Place
The products will be placed at Tesco stores only and no other store shall be allowed to display products tagged by Tesco to build a positive brand image in Pakistan. 
Promotion
As the Tesco’s operations in Pakistan are going to be new, heavy marketing budget would be required. In this regard, the company can utilize budget on both Below the Line (BTL) and Above the Line (ATL) activities; however, the BTL activities are considered more relevant considering the nature of the business.  
[bookmark: _Toc6764422][bookmark: _Toc7165395]Segmentation, Targeting and Positioning Strategy in Pakistan
In the view of Cateora (2007), one of the key considerations while launching a business is how the market will be segmented and targeted. In addition, placing the brand in the minds of target consumers is another challenge for business. 
The market will be segmented based on geography and social classes mainly. Tesco can initially be launched in two big cities i.e. Karachi and Lahore only and since it is an international brand, it will need to segment market based on social classes to identify buyers who can afford their products. In this context, Tesco will target middle and upper class of Karachi and Lahore only; however, it can expand to other big cities once the brand name is established. Tesco will attempt to position itself as a premium retailer in the mind of targeted buyers. It will differentiate itself from the local retailers based on differentiated products and services. 
[bookmark: _Toc6764423][bookmark: _Toc7165396]Conclusion
On the basis of the analysis performed in this report, several conclusions are drawn. Firstly, it can be concluded that Pakistan is an attractive market for investment by Tesco in the absence of major international players as of today. However, macroeconomic trends, law and order situation and terrorism pose significant challenges to the international businesses expanding to Pakistan. An analysis of different models suggests that the competition in the retail industry is medium and some macroeconomic factors tend to support international business and others pose challenges. It is also conclusive that Tesco will need to devise a new marketing mix considering the Pakistani population including the change in products such as food and clothing. Tesco can target Karachi and Lahore in its first phase in Pakistan with major focus on middle and upper class of the two largest cities of Pakistan in terms of population. 
[bookmark: _Toc6764424][bookmark: _Toc7165397]Recommendations
Based on analysis performed and conclusions drawn, the recommendations for Tesco are as follows:
· Tesco is recommended to invest in Pakistan as the market seems attractive for international retailers. 
· Tesco needs to analyze competition in different cities of Pakistan and must launch itself where international retailers like Hyperstar are not present. 
· Tesco must investigate the profitability of existing supermarkets to find out if there is a potential for supermarkets or otherwise. 
· Tesco needs to ensure the safety measures considering the macroeconomic instability in Pakistan. Tesco needs to consider all the macroeconomic factors highlighted in the PESTEL analysis so that their investment decision is effective and efficient. 
· Tesco is also recommended to go for FDI as its business strategy. In case, there is a lack of funds for investment, which is unlikely, then Tesco can consider expansion by means of joint venture. 
[bookmark: _GoBack]Tesco can launch itself successfully in Pakistan if these recommendations are taken into consideration before the investment is made. 
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