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Introduction

This report helps in understanding about the need of analysing the external environment for an organization while expanding its business operations and its importance in boosting the effectiveness and efficacy of organization. Business environment analysis help organization in gaining the idea about the market trends and does help in identifying the different factors which could influence the business operations and could make impact on the productivity and profitability of organization. This report is based upon organization Sainsbury which is an UK based supermarket chain and it is considered as second largest supermarket chain in the UK (Sainsbury, 2022). The organization aim towards offering quality food to its consumer at affordable prices and ensure that it does help in satisfying the need and preference of consumer. Sainsbury is looking to expand its operations in Vietnam to extend its reach into the Asia region and it is important for them to understand about the business environment of Vietnam by the help of PESTLE framework. Furthermore, it reflects upon the opportunities and challenges which could be faced by Sainsbury within Vietnam and developing the strategies which could help them in managing their business effectively within the country. It reflects upon understanding of different barriers which could be associated with culture and does influence the business of Sainsbury within the new country.
[bookmark: _Toc111452205]Discussion
[bookmark: _Toc111452206]Introduction to selected country
Vietnam is a one-party communist state which is one of the South-east Asia’s fastest growing economies and it does focuses on becoming one of the developed nations across the globe by implementing the plans associated with its growth and development. Vietnam is known for having one of the developing economies and starting new business within such economy could be considered as one of the vital aspects for the organization and it does help business in gaining access to resources and using it for their growth and development. Vietnam has grown significantly in the last few years within the uncertainties and it does show that Vietnam has strong economic infrastructure which could help in managing the growth of the nation (BBC, 2021). The country is also known for having the young skilled population which does help in attracting the exciting business prospect and it does help business in gaining the opportunity for the business which is related to gaining the access to skilled workforce for the business. Vietnam is also part of the international bodies such as ASEAN, WTO etc. which does strengthen its position among the global countries and does make it an exciting prospect for launching the new business with the scope of growth and development (ASEAN, 2022). 
[bookmark: _Toc111452207]Pestle of business environment in Vietnam
PESTLE analysis is effective for organization in identifying the different external factors which could influence the business outcome and help in developing the strategy to overcome negative impact of such factors and boost the productivity and profitability of organization. By the help of such analysis, Sainsbury could identify the business environment of Vietnam and such factors are mentioned below:
Political factors – Such factors are associated with balance of government within the country and its impact on the business outcomes. Vietnam is one of the developing countries across the globe and it is also a member of the various international bodies such as United Nations, World Trade organization etc. The corporate tax rate in the Vietnam is around 21% which is little more than in comparison to UK and Sainsbury does not face any negative impact due to similar tax rates (Tax Summaries, 2022). Vietnam does provide flexibility to the business by having the free trade policy that would allow businesses to export and import their products and does allow Sainsbury to conduct its business freely and effectively. The corruption in the Vietnam is one of the major problems which could affect the operations of Sainsbury as organization would face issues in doing their business freely. 
Economic Factor – Vietnam is one of the developing countries with good economic growth and it is considered as 46th largest economy across the globe (Vietnam Investment Review, 2019). The GDP of Vietnam in 2018 was $245 billion and in 2021, it has reached to $3623 billion which shows its economic growth at good pace. Such development in the GDP would allow Sainsbury to gain the exciting prospects for the business and help in gaining the access to the resources (World bank, 2022). The interest rate in the UK is higher than Vietnam which is 4% and it does help Sainsbury in gaining the access to resources without paying much to the government. Vietnam is known for having the skilled workforce which does assist Sainsbury in hiring skilled employees and the employment rate in Vietnam is 72% which does show the efficiency of the workforce.
Social Factors – The people of Vietnam are considered to be more connected with their values and culture. It is important for Sainsbury to provide quality products to its consumer within the affordable prices. The middle class people of Vietnam are considered to be growing and it could be the target consumer for the Sainsbury in the new market (Mckinsey, 2021). Sainsbury has to ensure that its product range should be flexible and does not make impact on feelings of the Vietnamese consumer. 
Technological Factor – Vietnam is considered as one of the developed countries in terms of having the effective IT infrastructure and such infrastructure would allow the Sainsbury to get access to latest technology which could be used for their growth and development. The tech parks within the Vietnam such as Da Nang Hi-Tech Park and Saigon Hi-Tech Park is considered hub for the different organization across the globe and such tech parks does help businesses in getting access to technologies beneficial for their business (Vietnam Briefing, 2014). Vietnam is considered as the eight largest provider of IT services across the globe and its positioning would allow Sainsbury to have access to IT resources.
Legal Factors – Vietnam government have flexible policies for attracting the interest of businesses across the globe and government focuses on attracting them. The company law in the Vietnam allows them the organization to setup their business and help in performing its business activities. The organization has to register the business with the authorities and ensure that paperwork should be filled. 
Environmental Factors – Vietnam is considered as one of the attractive tourist spot across the globe and the presence of eight UNESCO sites does help in attracting tourists across the globe (UNESCO, 2022). The country has their laws associated with environment and Sainsbury has to adhere with such regulations in order to perform its business activities.
[bookmark: _Toc111452208]Opportunities and challenges
Sainsbury could focus on attracting the middle class people of Vietnam by providing offering quality food products at affordable prices and it could be considered as the opportunity for the Sainsbury to target the middle-class consumer. Sainsbury has the online presence which could work in favour of them in boosting the consumer engagement. In terms of challenges, the culture of Vietnam is different from UK and the organization has to adjust with it and the consumer of Vietnam are more inclined to engage with the domestic retailers which could be considered challenge for Sainsbury in attracting the interest of Vietnamese consumer. The corporate governance is associated with decision making which could help in boosting the growth of business. Sainsbury leaders could focus on adopting the Agency theory which would allow the shareholders of company to provide the path to directors of company which ensures that organization should focus on achieving the desired goals and objective (Dong et al., 2021). Vietnamese culture is based upon harmony and honour as they believe in maintaining the transparency while adhering to its values. It is important for Sainsbury to be transparent with their business practices and should ensure that its product should be of top quality and does not involve any unhealthy practices. It does help in developing the trust between organization and consumer. Vietnam is a developed country where it has wide range of opportunities in retail organization through which Sainsbury can cover the market (Worldbank, 2022).
[bookmark: _Toc111452209]Corruption, Bureaucracy and Grey area of Vietnamese laws
For Sainsbury’s corruption is a major issue because the corruption level is very high in the country with the score of 39 out of 100 and it holds the position of 87 out of 180 countries so it is a major issue in the country (Transparency.org, 2022). The bureaucracy is very high in the country where the company has to follow long process in legal terms to conduct the business in the market of Vietnam. The country established the rules for foreign retail organization which is very difficult for Sainsbury to implement in their process.
Retail business environment
The retail market of the country is very diversified where there are already wide range of competitors in the industry such as Central retail Vietnam, Wincommerce, Aeon Vietnam (En.vietnamplus.vn, 2021). The challenge is that people in the country gives preference to their local business and supports them which is a major issue for Sainsbury. Apart from this, price is a major issue where the customers only give preference to the low-price products and if they are not satisfied than they have wide range of options in the market. 
Economic needs test (ENT)
In Vietnam, Sainsbury has to follow Economic needs test (ENT) that is considered as the instrument for the Vietnam to control the network expansion of foreign business to protect the local retailers. The regulatory agencies in the country have the right of refuse the proposal by foreign retailers to open second and subsequent outlets that no more stores require to open more outlets in same localities (Samuel, 2021).

Taxes 
In Vietnam, the corporate tax rate is very high where it is at 25% to operate the business which is a major issue for Sainsbury (Home.kpmg, 2022). Apart from this there was more than 32 corporate taxes in the country which is more than other countries and sales tax rate in the country is 10% which will create extra burden on the company. 
Culture
Culture is a major issue for Sainsbury to conduct the business in the market of Vietnam where it is analysed through Hofstede cultural dimension which has been analyse certain factors on the basis of difference between UK and Vietnam (Khlif, 2016). In relation with this, Vietnam is considered as the collectivist country and believes in fulfilling the individual’s needs. The Hofstede cultural analysis of UK and Vietnam is as follows-
UK
Vietnam 
[image: ]

Source: (Hofstede-insights.com, 2022)

· Power distance- The dimension shows that has everyone has not equal in the society where UK holds low score of 35 which indicates that inequalities between the people should be minimized (Hofstede-insights.com, 2022). Through the high score of 70 where the people thought that everybody has a place and people accepts hierarchical order in the society. 
· Individualism- It is related with the degree of interdependence where in this dimension UK is a leading country with the score of 89 in which children are taught from early stage to think about themselves. There is a big difference between UK and Vietnam where it is considered as the collectivist society with the minimum score of 20 in which the society believes in fostering strong relationship with each other.
· Masculinity- The high score in the factor shows that there was high competition, achievement and success in the society. The score of 66 shows that UK is a masculine society with the implication of higher success (Hofstede-insights.com, 2022). In relation with this, Vietnam scores 40 and considered as feminine society where the people value solidarity and equality in their working lives. 
· Uncertainty avoidance- It is related with the future situation where with the low score of 35 UK people in uncertainty avoidance that shows the people are quite happy in what new day brings for them through which they are comfortable in ambiguous situation. Vietnam also has low score of 30 with the low preference for avoiding uncertainty. 
· Long term Orientation- Through the score of Vietnam scores 57 through making the pragmatic culture where the people believes that truth is based on situation and context. UK holds the score of 51 through which dominant preference in British culture cannot be determined. 
· Indulgence- The score of 69 shows that UK culture is classified as indulgent which shows that the desire of the people is very high where in Vietnam the score is 35 that defines that the culture in the country is characterized as restrained (Commisceo-global.com, 2022). 
[bookmark: _Toc111452210]

Strategies and Recommendation for Sainsbury
The retail market in Vietnam is highly competitive so Sainsbury has to implement effective strategic approach to gain advantage over the competitors. One of the primary recommendations for Sainsbury is to adopt cost leadership approach in which the company presents itself as the cheapest manufacturer in the market (Banker, Mashruwala and Tripathy, 2014). The strategy is more effective for Sainsbury because the people in Vietnam likes to buy products on low prices. On the basis of different barriers in the country to enter one of the primary barriers is that the local people are loyal towards the local organizations. So, the primary recommendation for the company is to enter with market through partnering mode in which for gaining trust of the customers Sainsbury collaborate with local retail players of Vietnam. In relation with this at primary level the products of the company are available at the stores of local retailers which helps in creating customer base for the company where the primary player is Central retail Vietnam, Aeon Vietnam and many more. 
The business strategy of Sainsbury for entering into the market of Vietnam is based on the approach of customer orientation. In which the company aims on delivering low prices product without compromising with the quality of the products. The company aims on adopt aggressive marketing strategy to promote itself in the market which clearly defines the product advantage of the company over the competitors (Olson et al., 2018). Sainsbury has to adopt both traditional and modern marketing method such as Facebook, Instagram, Website promotion, TV ads, print media ads and many more. Apart from this, the primary approach for the company is to implement Search engine optimization (SEO) in which when a customer search something about retail sector than the search engine shows the company as the result on top priority. The primary keywords for Sainsbury are “Best retail store near me”, “Quality foods products” and many more.


















Conclusion
This report concludes about the importance of business environment analysis and its impact on the decision making of organization. It concludes about the organization Sainsbury which is a UK based supermarket chain looking to expand in Vietnam and based upon the analysis of Vietnam business environment, the organization has to ensure that its products should have quality and should be available at affordable prices. The culture of Vietnam and UK is different, and Sainsbury has to ensure that it should adhere to the cultural values of Vietnam and its product should satisfy the need of consumer. 
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