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Executive Summary: This report provides a critical analysis of the company – Joe’s Gourmet foods Ltd from a prospective perspective, assuming that they begin operations in China, as well as the company represents. Political, legal, technological, social and economic were all incorporated in the PESTLE analysis. Determine how these factors may affect the company using this analysis. The organization is analysed in the second section of the report utilising two components of Porter’s Diamond Model: demand conditions and factor conditions. This analysis will determinate whether the organisation will be successful in its own way if it expands its operations to China. 
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Joe’s Gourmet Foods Ltd it is a private- sector limited corporation. The organisation it is a small family business which began operations in 2010 in London, United Kingdom. The firm consists by the mother, father and the eldest son. The company it is in the food industry and they make handcrafted popcorns of various varieties and shapes. The firm has one physical shop in London, as well as a delivery service that covers the entire United Kingdom. They offer corporate event planning, weddings and parties. They have branded popcorn and corporate gifts. The popcorn flavours offered by the family business are over 50 and also 10 caramel sauces. The report begins by performing PESTLE analysis. The first section discussed how the organisation might be affect from a political and legal standpoint. This component includes political system and stability, press freedom, rule of law, bureaucracy, corruption and property protection legislation. The second component is the economic which includes inflation, taxes, recession and demand/supply. The next factor is the social which include lifestyles, buying habits, education level, immigration and emigration rates, religion and beliefs, population growth rate, family size and structure and age distribution and life expectancy rate. The last component is the technological which include internet connectivity, automation, computer speed/power and cryptographic security. In the second part the report introduce how the company can be affected by two factors from Porter’s Diamond Model. The first component is demand conditions which include market size, market growth rate and market sophistication. The second element is the factor conditions which include education, skill labour, capital, climate and infrastructure.

The PESTLE analysis is a crucial component for breaking down the external environment and identifying significant aspects to include in the business valuation.
Political and legal considerations are critical. China, formally the People’s Republic of China, is a one part state ruled by Communist Party of China. There is speculation as to whether is it a communist or democratic country, from various sources. The important element is the political stability, for 2020 in China is -0,29 and it will be better in the future. Tax policies are next critical factor to consider. From 2004 to 2021, China had the highest tax rate in the world. All business in China are subject to the China Business Tax with rate of 25 percent on corporate profits. This may have a negative impact on the company, because the rates are extremely high and are projected to rise in the future. From legal standpoint China will implement a new PRC Foreign Investment Law on 1st of January, 2020, demonstrating China’s resolve to further open its market and increase inbound foreign investment. This is a positive factor for the organisation, because China “open” new doors for the another countries business. The trade restrictions are the next component. The cars are very simple example for hight tariffs in China, which directly harm the company, because they have delivery options, A value – added tax, a consumption tax and ordinary customs duties are the three primary tax categories in China. These high taxes make difficult import goods in the country. The corruption is the next important component to consider. China is ranked 80th of 198 nations in Transparency International’s 2019 Corruption Perception Index. For the company that’s means they have to follow the laws and restriction, but in other side because the corruption is on high level they will not have legal security. The next consideration is the labour regulation. According to China’s Labour contract law, employees should work eight hours per day and not more, after speaking with trade unions, the employer has the ability to prolong working hours, but just with one hour per day, which could negatively impact the organisation again. Some people said that the China is one of the most managed countries but in the same time with the worst management. From political and legal standpoint it’s a conundrum, as to how this will influence the corporation, because there 50 percent positive factors and 50 percent negative ones.

The economic considerations are the next component of the PESTLE analysis. China is ranked second in the world in terms of economics output. The country is the greatest manufacturer and exporter of goods in the world. China Is in second place in terms of Gross Domestic Product with $16,642 trillion projected for 2021. These two elements are advantageous to the company, because they indicate that these country have prospects for rapid development. China has one highest law labour salaries, which Is a beneficial thing for the company, because it will be able to locate cheap workers. The second economic factor to consider is inflation, which might have an impact on the organisation. In September 2021 China’s annual inflation rate unexpectedly fell to 0,7 percent from 0,8 percent month earlier. The country inflation rate is expected to be 2,4 percent in the end of 2021. This Is a positive factor for the organisation, because it means they can expect high profits. China is still dealing with supply and demand difficulties, and demand has skyrocket since the lockdown were removed. Supply chains that were affected during the global health crisis are still suffering significant obstacles and are fighting to recover, although experts this issue to be resolved by the end of the year (2021). The company can expect delays in delivering process and high pricing, but only for certain items. The positive thing here is that China is the second producers of corn in the world, which is the most important range for the company.


The social element is the next major component of the PESTLE analysis. China’s population is expected to reach 1,402 billion by 2020. Since 2019 the annual growth rate has been dropping by 1 percent. Overpopulation in China has made it harder to maintain a high standard of living, a crowded market and a difficult time establishing itself. The third factor is the family size and structure, since 2015 China has imposed a one- child policy, however today a women can have up to three children, which can have an impact on the business. It is a true that the youngsters are frequent consumers of the type of the food sold by the organisation- snacks (popcorn). The population age rates are the next social factor to consider, as of 2019 the majority of Chinese population was between the age 25 and 54, accounting for about the half of the population. These is very important for the company, with that element they can determine which people will be their costumers. The Chinese society’s eating habits, behaviour and culture are the next critical component. The Chinese community has a highly strong believes and eating habits and that no change. They follow a healthy lifestyle and eat a variety of meals, including grains, vegetables, fruits and meats. The company can be affected by this factor if they don’t follow that, the organisation may consider producing in more healthier options and flavours, that the community in that country prefer. The next important component from the social point of view are the buying habits, the statistic says that the older generations may place a higher importance on price above quality, younger generations are more willing to pay a premium for higher- end goods. The company must to pay attention to both of the groups and to make balanced prices with good quality. The organisation will need pay attention when form the prices, because of the law income in the country also. The next important element is the social media and connectivity which can affect the company. The country has a types of social medias, which are different from other countries, because their create in China – WeChat, Sina Weibo and more others. The country is innovate by creating new medias and is in the top of the social marketing. The company have to use that opportunity , because that will make their business more successful, easily recognizable and interesting for the costumers. The last which can affect the company is the language barrier- mandarin Chinese is the most prominent language. To start their business in China, the company should speak their language.

The technological factor is next component of the PESTLE analysis. China is ranked 36th in the world technical progress, and their quick technological advancements are a key factor in today’s geopolitical conflict. The automation is the initial component. China is the word’s top country in this regard, with numerous advancements in the artificial intelligence, papermaking, printing, compass technology and gunpowder. The interesting fact is that the country uses a robots (machines) in restaurants to cook, prepare and serve to the costumers, which might be beneficial for the company. The country’s delivery way is the next component to consider. The company will be benefit greatly from China’s first national standard for express for delivery drone service, which began on 1st of January ,2021. It will be easer for them to deliver their products to the costumers. The next component is the internet connectivity, while the internet is accessible throughout China, not all if is. Censored and prohibited sites like Google’s and social media sites like Facebook, might be negative impact for the organization. The country has good development in the digital marketing, which can be very useful for the company, it will help for the advertising. From technological point of view, there only positive element which will help the company to enter the market in China. 

This section of the report examines two aspects from Porter’s Diamond Model, demand conditions and factor conditions, and how they may affect the organisation if it enters the Chinese market.

The first aspect is the demand condition, which refers to the size and character of the product’s consumer base, as well as driving as well as new thing and new products. The market size and growth which is directly related to client demand for products or services, is the first factor to evaluate. Meat, daily goods, fresh and processed fruits, oil, fish preserves, sweets and liquors are the products demand profiting the most in the Chinese market, which can be a negative aspect if they don’t adjust their approach to producing their products. The market size must also be addressed, which in this case is high, implying more competition, but it can be viewed from a positive perspective, as this is when most innovations appear. The organisation can help its business by developing a original recipe, innovate approach of its goods or services or new types of special events. 

The next component of Porter’s diamond model to explore is factor conditions. Land, climate, natural resources and demography are basic elements, whereas advanced components include the nation’s stock of knowledge, transportation and communication infrastructure and a smart and skill labour force. Climate change has had an impact on environmental difficulties in China, which has taken steps to decommission coal- fired power plants, reduce overall emission levels and reduce particulate- matter emission rates, as well as enacting new policies that might affect negative the company. China is experiencing a demographic problem, which is effecting the economy’s fundamental growth rate, which has a direct impact on the organisation. From the standpoint of natural recourses, the country is the second largest producer of corn and other food products, which are actually part of the company’s production of goods. China has made significant progress in the development of digital infrastructure, particularly broadband and digital payment systems, as well municipal
Infrastructure such as sewage and water, for the company it will be easer for traveling (delivery) to organizing events, their team and the way of work. 

In this case the decision to enter the Chinese market is a contentious one. A number of positive and negative elements are shown in the analysis. You must be properly prepared and take into account all factors in order to successfully enter the market in highly developed country in all aspects. China is famed for its architectural marvels like The Great Wall and the Forbidden City, as well as is vast array of delectable cuisine, martial arts and long history of creation. China is fast- changing blend of the ultra- modern and very ancient, and its more than simply tea and temples. It has a unique and appealing culture that makes it one of the world’s oldest civilisations. Confucianism has had a significant on Chinese corporate culture. As a result, the Confucian notion of Guanxi largely emphasises that a network of relationships is important and It should be founded on values of solidarity, loyalty, modesty and civility. Second both in business and in privet life, China’s hierarchy is strictly vertical and well- respected. Third in order to safeguard individual reputations, influence and dignity, Chinese individuals will take great pains to safe face. As a result China is increasingly exhibiting global convergence in terms of business cultural codes and international corporate values. The organisation must to have a good marketing strategy, good knowledge in the culture, lifestyle, political, technological, legal and economical aspects. They have to be ready of this ordeal to be successful.
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