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[bookmark: _Toc110597218][bookmark: _ostilg4cij3v]Task 1: Business Environment Analysis
[bookmark: _4sge2y9b31vz][bookmark: _Toc110597219]Introduction 
The report will focus on the expansion of a business from a developed country to a developing one and the analysis of the country’s business environment. In this report, the business strategy for John Lewis Partnership plc will be given in which they would expand their business in Indonesia. It is a British retail company that has clothing, cosmetics, furniture, jewellery, food items, financial services, photography items and more. The company was founded by John Spedan Lewis in 1929. It is based in Westminster, London, UK. John Lewis Partnership plc is a public limited company which has a revenue of nearly £3.85 billion as of April 2022 (Smith, 2022). This is one of the leading retailers in the country that can move their production facility to Indonesia as they would get the advantage of cheap labour. Indonesia will be a good option for the company as their production prices will be decreased. For this reason, an external environmental analysis of the country will be done through which the factors and their influence on John Lewis can be known. Other than that, the strategies they would make for a successful movement of the production process will also be known, discussing the opportunities and challenges they would get. The report will further describe the challenges other companies faced when doing their business in Indonesia. Lastly, recommendations will be provided so that John Lewis can be successful in their plan. 


[bookmark: _jfmymz1cjxm9][bookmark: _Toc110597220]Introduction to the Developing Country
Indonesia which is officially the Republic of Indonesia is an Asian country that is located between Southeast Asia and Oceania. The capital of Indonesia is Jakarta, and its population is over 279 million as of August 2022 (worldometers, 2022). It is a developing country that is one of the emerging ones in Southeast Asia. Indonesia has been industrialised recently and has the 17th largest economy in the entire world. Since the 1990s, the country's economy has been mostly controlled by foreign companies and the Indonesians individually. The GDP growth of the country is 5.4% as of 2022 which has increased after the pandemic, as in 2021 it was 3.69% (Tradingeconomics, 2022). However, the inflation rate is growing as well, and it is now at 4.94% which they need to recover very soon (Ergocun, 2022). Indonesia is showing rapid development in its economy and has been able to become a developing country which can be useful for the companies that are expanding their business in a developed economy.
[bookmark: _z0n3lgwk4e7f][bookmark: _Toc110597221]Business Environment 
Business environmental analysis is referred to as the process of examining the factors that can affect a company's business performance. Moreover, the external business environment is the set of aspects that influence a company's business operations along with its performance. Therefore, John Lewis Partnership plc must consider the external factors of Indonesia that can affect the company when their production process would move to the country. With the help of some models, these factors and their influences have been explained below (Morgunova and Bolkina, 2021).
[bookmark: _65oyhxvpo6wz][bookmark: _Toc110597222]PESTLE Analysis
Political Factor: The political environment of Indonesia is generally stable since it has gone through a huge change in the year 1998. The 32-year-old presidency of Suharto fell in that year and many issues started. In the year 2014, Joko Widodo was selected as the President and the political environment of Indonesia changed at a positive pace. There has been a plan named Medium-Term National Development Plan which has increased the opportunities for international businesses to have sustainable development in their infrastructure. Along with that, with the encouragement of the government, foreign investors could participate in this plan to grow their businesses here. Therefore, for John Lewis Partnership plc, it can be a great opportunity to expand its production management in Indonesia (Invest-islands, 2022).
Economic Factor: The economic condition of Indonesia is stable which can be beneficial for John Lewis Partnership plc. The Gross Domestic Product of the country was not that good at the time of the pandemic as it fell from nearly £936.57 billion in 2019 to £885.52 billion in 2020. However, the GDP has been recovering since then and in the year 2021, it increased to almost £971.77 billion. As of the report of July 2022, the GDP of the year is nearly £1078.09 billion, and it is expected that the economy of the country will be rising. Thus, the company will get many opportunities if they move its production facilities here (O'Neill, 2022).
Social Factor: Indonesia has a huge population with over 279 million which is 3.51% of the world population. Diversity is one of the main factors in Indonesia with over 1300 ethnic groups. John Lewis Partnership plc can be successful in Indonesia if it can lower its production rate. The apparel market in 2022 is nearly £16.55 billion in Indonesia which is expected to be growing (Statista, 2022). Indonesian people like to try on foreign company clothing along with their traditional clothing. Therefore, John Lewis can reduce their prices and get profited in the Indonesian market by selling the products according to market needs.
Technological Factor: Indonesia is being developed in their technological adoption as they are now 85th of 144 nations in its digital infrastructure. The country has a total of 266 million mobile users which is 4th biggest in the world. It is expected that in the year 2025, Indonesia would have 125 million internet users and their e-commerce market is also emerging for this reason. However, they have been left behind in their global production network as their technological infrastructure is poor. Thus, John Lewis Partnership plc must look after this factor and they should manage their production process accordingly (Rumata and Sastrosubroto, 2020).
Legal Factor: The legal system that Indonesia is based on is civil law. His country has not adopted a federal system and it is a republic country. There are regional governments that have the power of imposing some regulations which are also regional. There is Omnibus Law who was imposed by President Widodo as a Job Creation Law through which the improvement of investment and better job creation was ensured. Other than that, for moving the production processes properly, John Lewis Partnership plc should maintain employment rights that cover Manpower Law, IRDS Law, and Labour Union Law (Eddymurthy & Adhijoso, 2021).
Environmental Factor: Indonesia is a developing country that has a range of issues with its environmental safety. The main problems in the country regarding the environment are water pollution that occurs due to sewage and industrial waste, deforestation, forest fires and increasing smoke, and air pollution. Rapid industrialisation is the main cause of the increasing pollution. Therefore, John Lewis Partnership plc must consider its sustainability goals like using products that are recyclable within 2025, achieving net zero carbon in all operations by 2035 and more to make their plan successful (Johnlewis, 2022). 
[bookmark: _l01fnynp4dpl][bookmark: _Toc110597223]Porter’s Five Forces Model
Competitive rivalry: John Lewis Partnership plc must consider all the international and local companies that are operating in Indonesia. Some companies like H&M, Zara, and Uniqlo can be some of the competitors for the company when they move their production facilities. Other than that, Day and Night, Cotton Ink, Beatrice Clothing, and more are some leading local clothing brands that also can pose rivalry which makes the competition of John Lewis high (Whatsnewindonesia, 2021).
Suppliers’ power: There are several suppliers of John Lewis Partnership plc like John Lewis Connect, Coupa, JLP iSupplier, Waitrose Connect and more (Jlpsuppliers, 2022). When moving their production operations to Indonesia they would have to make sure that they can get as many suppliers as they need as getting suppliers in the country is comparatively hard and also retain their existing ones. Therefore, it can be said that the suppliers' power is medium to high (Cekindo, 2020).
Customers’ power: John Lewis Partnership plc is a customer-based company that modifies and changes its products according to customer needs and demands. Therefore, when entering the Indonesian market, they need to evaluate the customer needs to modify the product details and their prices which makes customer power high.
Threat of new entrants: The company has been operating for 93 years and its brand name has been established properly as people have acknowledged its products. Therefore, the new companies that are entering the Indonesian market will not pose a threat to John Lewis which makes the threat of new entrants low (Johnlewis, 2022).
Threat of substitute: John Lewis has a range of products which mostly fall under the medium to premium price range. Therefore, the similar high-end products that are available in Indonesia can be a threat for which the threat of substitutes is high.
Opportunities and challenges with the management of corporate governance, business
[bookmark: _tv06q2xnbnlw][bookmark: _Toc110597224]Strategy and cultural sensitivity
[bookmark: _q4cfpe15dsmd][bookmark: _Toc110597225]Opportunities and Challenges of Doing Business in Indonesia  
Hofstede's Cultural Dimensions
[image: ]
Source: (Hofstede-insights, 2022)
Power Distance: A low Power Distance Index shows that the culture encourages a flat structure in the decision-making processes. The PD Index of the UK is 35 whereas in Indonesia it is 78. Therefore, John Lewis Partnership plc must consider this difference before expanding their business as Indonesia does not encourage equality and bureaucracy as much as the UK.
Individualism: This is known as the level of independence that is maintained by a society amongst its members. Indonesia has a low score in this which is 14 and the UK has 89 which means John Lewis has to enter a Collectivist society where the members will be dependent on each other.
Masculinity: This refers to the preference of the society for achievement such as liking what is being done and the urge to be the best. In this, the UK and Indonesia are not that different at 66 and 46 respectively which means people in Indonesia are considered more Feminine as they just work for a living.
Uncertainty Avoidance: The UK has an uncertainty avoidance index of 35 whereas Indonesia has 48. This can be derived from a culture that accepts uncertainty and ambiguity more than the UK. John Lewis can involve in risk-taking by analysing the perceived risks.
Long-Term Orientation: With a score higher than the UK, Indonesia's culture has a pragmatic orientation. Their index is 62 whereas the UK's is 51 which means Indonesia is more capable to adopt the new traditions, more secure investments, and persevering to get the results.
Indulgence: Indonesia has a lower score than the UK in this which is 38 while the UK has 69. Therefore, Indonesia has a Restraint culture where people tend to be pessimistic, and they do not spend much time in leisure which John Lewis has to consider when instructing their employees.
[bookmark: _3usw032m61h7][bookmark: _Toc110597226]Cultural Sensitivity of Indonesia
For making their business strategy successful John Lewis should be aware of the culture of Indonesia. The do’s and don'ts in Indonesian culture should be reminded by the management team of the company. They should remember the three elements such as religion, family and social harmony which must be maintained. In Indonesia, white-collar crimes are avoided very easily which is not common for John Lewis, being a UK-based company. Therefore, they should avoid corruption and run the business ethically. Along with that, local people, their culture and their language must also be respected to positively run the business (Globalbusinessculture, 2022). 
[bookmark: _ujv3xemkb1j][bookmark: _Toc110597227]Barriers Experienced by Other Countries While Doing Business in Indonesia:
Elaborate tax system- There are various tax compliances and orders in Indonesia for doing business such as employee withholding tax, value added tax, regional tax, etc. There are about 51 taxes to be paid each year by a business run in Indonesia. The monthly tax and annual return also need to be reported to the Indonesia Tax Authority through online filling. Serious penalties and surcharges are applicable if there is any delay or incorrect submission occurs in the tax regulations. The tax system of the country makes it very complex for other countries to do business in Indonesia. For example, Google faces various tax troubles with high tax bills for running the business in Indonesia (Suroyo and Danubrata, 2022). 
Corruption- Corruption is a very serious issue in Indonesia and therefore foreign investors are not confident to do business in the country. Indonesia ranks 37 out of 100 in the corruption perception index 2020. It is also found that almost 51% of investors from other countries are worried to invest in Indonesia due to the level of corruption according to the Business Confidence Index 2019. It is difficult for investors to deal with collusion and bribery while doing business in the country (GOVUK, 2022). 
Complex market- Indonesia is a difficult place to do business and according to the report it has been found that Indonesia has the most complex market to do business and ranked first on the list.  Therefore, doing business in Indonesia requires serious and detailed market research before entering the market. It is a crucial part of setting up a new business in the country which includes a lot of expenses. The difficult geographical structure of the country is an archipelago with over 17,000 islands with more than 500 languages makes it difficult for other countries to start a business in Indonesia. For example, L’Oréal Paris faces difficulties to run a business in Indonesia due to its challenging market (Greenhouse, 2022). 
Getting credit- It is a difficult job to get credit for doing business in Indonesia from other countries. The country has a very low reputation in terms of credit availability. The IFC and World Bank rank Indonesia in 129th place in the ease of getting credit. The components of a country's GDP are also negative in all aspects and therefore it is difficult for investors from other countries to generate credit to set up a new business in Indonesia and run the business smoothly. The bank lending capacity is also very low in the country which is an important barrier to running a business in Indonesia (Tmf-group, 2022).
Construction permits- Construction of business premises in Indonesia by investors from other countries has a very complex and long procedure which is very time-consuming and acts as a barrier to setting up business in the country. It takes almost 22 days to register a property and consists of six procedures that include land certificate examination and tax on acquisition. The cost of registration of the property is also very high in comparison to other countries. But the construction permits to build the business premises take a long time almost 158 days to acquire and involves over 13 procedures and requires consultation with several bodies like the zoning department and requires various certificates for permission which makes it a lengthy process and cost baring due to the corruption in the country (Tmf-group, 2022). 
[bookmark: _vwzpkuiv6rk][bookmark: _Toc110597228]Recommendations 
It is recommended to John Lewis Partnership plc to consider developing its technology to enter the Indonesian market. The rate of advancement in technology is very low in Indonesia and the company would not get any external help to improve its technological infrastructure. For a retail company, technology is very important in their production and also in the stores. Therefore, they should not rely on the country's technology and operate their business by advancing the technology they currently use.
It is also recommended to the company to consider the cultural differences in the countries. John Lewis is a UK-based company which is developed, and Indonesia is still developing which noticeably creates a lot of differences. Price reduction will be a big part of this which can be possible as operational costs in Indonesia will be reduced. In this way, they can move their production facilities to the Indonesian market (Christie, 2022).

[bookmark: _eylskvdlprj3]

[bookmark: _Toc110597229]Conclusion 
The above report has discussed how a UK-based retail company named John Lewis Partnership plc can enter the Indonesian market with their production facilities. Their cultural differences have been pointed out in the report. A brief description of Indonesia's economy has been given. Along with that, with the help of some models, Indonesia's external environment has been described. Some opportunities and challenges with Hofstede's Cultural Dimensions have been given with some suggestions for making their plan successful. 
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