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Report
[bookmark: _ylcedwtbzoul][bookmark: _Toc118213941]Introduction 
Globalisation is the most popular business trend that has led to large-scale integration of international economies through the exchange of goods, financial products, information, technology and labour. According to the insights of Min et al. (2019), globalisation has provided large-scale opportunities for companies to access new international markets, consumers, technology, capital and labour force. Large companies are shifting their production facilities to developing countries to enjoy certain benefits like cheap labour costs, low prices of raw materials and others. Analysis of the business environment plays one of the most significant roles in the development of strategies and tactics to expand the business and shift some operations of a company to some other country. This report will analyse the business environment of a developing country in which the company is planning to enter using different frameworks like PESTLE, Porter’s five force model and others. Further, it will also recognise the opportunities and challenges that the company would face in shifting its operation into that developing country.   
[bookmark: _2tllcrlizutr][bookmark: _Toc118213942]Overview of the selected country
This report will be based on Cello electronics, which is one of the most popular consumer electronics brands in the UK. According to the insights of celloelectronics.com (2022), the company offers an exciting range of electronic products like Smart and non-smart TVs, soundbars, Android TVs, laptops, monitors and microwaves. It is one of the electronics brands that still manufactures TVs and other products in the UK. The reports of uk.globaldatabase.com (2022), indicate that the company was founded in 1996 and currently it generates an annual turnover of nearly £19 million. In this report, there will be a discussion on the opportunities and challenges of shifting its production facilities to China. 
[bookmark: _ab2obk78rax8][bookmark: _Toc118213943]Business environment analysis
Business environment analysis is important to evaluate the impact of the macro and the external environment factors on the operations, activities, growth and expansion of a business organisation. 



PESTLE 
Political
The political factors that tend to affect the operations and activities of a business are government policies, stability, foreign trade policies and others. In China, the political system is authoritarian and the government supports the development of businesses by encouraging foreign companies to set up factories and businesses. According to the reports of chinadaily.com.cn (2022), the government is introducing business policies, ensuring equal treatment and creating an optimised business environment to encourage foreign companies to set up a business and operate in China. Further, the business environment that influences the operations of foreign companies has significantly improved in China. Thus, this political factor would positively influence the shifting of manufacturing operations of Cello electronics to China.  
Economy
The economy of China was also affected due to the outbreak of the pandemic in 2019, which restricted the movement of goods and products across international borders due to the seizure of flights and transport. This decline is still persistent in 2022 and it can be witnessed by the downfall of the economy to 4.3 per cent. According to the reports of worldbank.org (2022), this economic downfall is the result of the outbreak of the Omicron variant of the coronavirus that prolonged lockdowns in different regions in China. The such economic downfall is not welcoming for a new international company and it might negatively affect the expansion of Cello electronics to China.  
Social
In China, the rate of job loss was accelerated by the outbreak of the novel coronavirus that disturbed various industries and the inflow and outflow of goods and products. According to the reports of Chen (2022), the rate of job loss in China increased to 18.4%, which increased the anxiety and tension of the people. Further, job loss also affects consumer buying behaviour and this factor would negatively affect the expansion of the business of Cello electronics to China.  
Technology
China is considered the world leader in technology and science. The country has moved ahead leaps and bounds in advanced technologies like 5G network connectivity, artificial intelligence, and others. According to the reports of globaltimes.cn (2022), the research and development spending of China grew from 1.94 billion british pounds to 0.29 trillion British pounds. Such development of technology would positively affect the improvement of products and manufacturing efficiency of Cello Electronics on its shift to China. 
Environment
Companies are focusing on the improvement of brand image and reputation by adopting sustainable business practices. These practices lower the impacts of business activities on the government. According to the reports of earth.org (2022), China is already experiencing serious climate change with large-scale plastic and air pollution. This external business environment factor would positively affect the sustainability strategies of Cello Electronics. 
Legal
In China, the government has reinforced laws to prevent the exploitation of workers. According to the reports of shrm.org (2022), article 36 states prohibits working for more than 8 hours a day and states the minimum hourly wage to be 25.3 yuan per hour. Cello electronics need to practise business in accordance with these laws in order to avoid any legal misconduct or proceedings.   
Porter’s five force analysis 
Bargaining power of buyers
This force depends on the availability of goods and services in the market. In Chinese consumer electronics, a large number of companies offer products at competitive prices to attract customers. As a result, the power of the buyers is on the higher side.
Bargaining power of suppliers
There are a large number of suppliers in China that provide the parts and the raw materials for manufacturing electronic products like TVs, soundbars, microwaves and others. Due to the presence of a large number of suppliers, the power of this force is less for Cello electronics in China.   
Industry rivalry
The electronics industry in China is filled with a number of wholesalers and manufacturers of products like television, soundbars, monitors and others. This factor increases the power of industrial rivalry present in the Chinese electronics market.  

The threat of new entrants
The Chinese electronics industry is already filled with a large number of competitors and the cost of setting up a factory for the manufacture of electronics is comparatively high for a new company. Therefore, the power of this force is low for Cello Electronics in its expansion to China. 
Threat of substitute
In the electronics industry, the threat of substitute products is huge, as soundbars, headphones, music systems and others can be used instead. Moreover, smart TVs are also a replacement for conventional OLED TVs. As a result, the power of the threat of substitute products is high for Cello Electronics. 
[bookmark: _8988cmdfvznh][bookmark: _Toc118213944]Porter’s diamond analysis
The Porter’s diamond model is used for the analysis of the foreign markets and competition in the region before entering that international market. 
Factor conditions
Factor conditions are mainly the elements that help a company to gain a competitive advantage. In China, Cello electronics will benefit from a stable supply chain, availability of raw materials, and factories for manufacturing the products at a faster rate. 
Demand conditions
These are factors that accelerate the success of a firm in a market. In China, the market for consumer electronics is huge and people have a strong demand for electronic products. Further, the availability of a large number of suppliers and factories in the market will also benefit the organisation. 
Related and supporting industries
China is the leader in manufacturing electronics goods around the world with a strong presence of suppliers, factories, manufacturers, and other supporting industries. This will create an opportunity of manufacturing and assemble the final product under one single roof. Further, the strong presence of rivalries in the market will also provide a price advantage to the company. 
Firm strategy, structure and rivalry
The strategy and structure of the firm play an important role in its international growth and expansion. The key strategy of Cello electronics would be faster manufacturing at a low cost without any compromise on the quality of the products. In China, there is an availability of factories that follow all the certifications and standards in manufacturing products. 
Government 
The government in China reinforced business policies with equal treatment and optimised the business environment to encourage foreign companies to set up their business in China. Further, the government also provided some financial support to foreign companies during the crisis situation of COVID-19 pandemic crisis (bloomberg.com, 2022). This factor would encourage cello electronics.     
Chance
Chances are the events that can affect the operations of an organisation both positively and negatively. The Chinese firms are alleged of stealing the intellectual property of the companies without any prior knowledge of the enterprises. This factor can negatively affect the growth and business development of Cello electronics.  
[bookmark: _gz2tl12eccm2][bookmark: _Toc118213945]Critical evaluation of opportunities and challenges in China
Shifting the production facilities of Cello electronics to China can benefit the organisation with several opportunities. On the other hand, the organisation may face certain challenges.
Opportunities
Low cost of manufacturing
The biggest opportunity that Cello electronics will benefit from shifting its production facility to China is the low cost of manufacturing the products. According to the reports of mokotechnology.com (2022), the low manufacturing cost is the result of the abundance of labour resources, a stable supply chain and access to raw materials. 
Short turnaround time
A faster manufacturing process helps in faster distribution of the products in the market. In China, most electronic factories manage a vast range of operations under one roof from product design, manufacturing and assembly. This opportunity speeds up the process of delivery of the product to the market. 


The easy opportunity for market expansion
Manufacturing in China will also benefit Cello electronics with easy market expansion opportunities. The Low cost of manufacturing the products will help the company to enter other competitive markets and offer the product at a competitive price range.  
Challenges
Language difficulty
Language is considered to be one of the cultural factors that influence the communication and interaction of businesses with suppliers and consumers. In China, people have a strong preference for the Chinese language and they show reluctance in speaking in some different languages. Cello electronics can overcome this aspect of cultural sensitivity by use of a translator in interaction with the suppliers and managers of the factories. 
Finding a factory
Finding a suitable factory for the manufacture of the products is also an issue in China. According to the reports of Cai and Luo (2020), China is considered a world leader in manufacturing electronics due to the availability of a large number of factories. Thus, it can be an issue for the company to find a factory that could deliver quality-assured products. This issue can be solved through the assessment of the certification standards, quality standards, regulations and manufacturing process of the factories. 
Corporate governance
Theft of intellectual property like the brand name, design, logo and other elements can be a serious corporate governance issue that might affect the performance and operations of a business organisation. This challenge or business issue can be resolved through high investment in the protection of IP. 
[bookmark: _h09e8xvezvgm][bookmark: _Toc118213946]Analysis of the different barriers experienced by foreign businesses in the selected country supported by different examples
Business barriers are the forces that prevent a new company from entering a market or an industry. Foreign companies experience several barriers to entering the market of China.


Language barrier
One of the main barriers that foreign companies experience in China is the language barrier. The majority of the people in China speak the Chinese language, which is one of the most difficult and complex languages in the world. As a result of this, foreign companies often face the challenge of ineffective communication. According to the reports of forbes.com (2022), a lack of communication and language skills affects the performance of the company in the market and it is one of the biggest obstacles for a company entering China. 
Investment climate
The economic conditions of China have been declining since the outbreak of COVID-19 and it has also been accelerated due to the decline of the property market (nippon.com, 2022). In addition to this, the rate of youth unemployment has also increased to near about 20 % in 2022. All these economic factors act as a barrier to the entry of foreign companies like Cello electronics into the Chinese market. Moreover, the companies are also facing the challenge of capital investment due to the decline of the economy. 
Intellectual property and regulatory compliance
Theft of intellectual property is one of the major losses to a business. According to the reports of cnbc.com (2022), 1 out of 5 foreign companies reports the theft of intellectual property by Chinese enterprises and manufacturers.  For example, the brand name of a watch manufacturer was stolen by a Chinese firm without the knowledge of the company due to growing demand. This can be a serious obstacle for Cello electronics to enter the market.  
Trade policy of the government
The trade policies of the Chinese government also act as a challenge for foreign companies to enter the market. According to the insights of fdichina.com (2022), the rules imposed by the Chinese government on the design, development and compliance of products act as a barrier to the entry of many foreign companies. 
[bookmark: _e41aqgcaonbl][bookmark: _Toc118213947]The suggestion of appropriate strategies and recommendations 
It can be recommended that the company needs to invest heavily in the protection of the IP in order to prevent theft and duplication of the products in the market. Duplication also affects sales performance and creates large-scale losses for a firm. Secondly, the company needs to assess the government policies, standards, rules and regulations prior to developing business strategies for entering the Chinese market. Assessment of the policies and the standards will also help the organisation to identify the interest rates, tax rates, and availability of investments. Thirdly, one of the main aspects that the company needs to focus on is a notification of a reliable manufacturer that would follow the quality, standards, certifications, and regulations in the process of manufacturing. Further, Cello electronics also need to assess the inspection methods in order to determine the reliability of the manufacturer.   




















[bookmark: _8r5mlljqlsfn][bookmark: _Toc118213948]Conclusion 
The conclusion that can be derived from this report is that the shift of operations to some foreign countries brings a large number of opportunities as well as challenges. The recent trend of globalisation is encouraging businesses to move across borders in order to access new markets and gain competitive advantages of the low cost of manufacturing and shorter time for a turnaround. On the other hand, shifting manufacturing facilities to China increases the risk of theft of IP, and it would pose several other challenges including with selection of a reliable manufacturer, and language barriers.    
[bookmark: _x0wksaqshhyq][bookmark: _Toc118213949]Summary
The above report is based on one of the leading consumer electronics brands in the UK, Cello electronics. The company offers a range of electronic products like monitors, smart and non-smart TVs, microwaves, soundbars, and laptops. According to the insights of celloelectronics.com (2022), the company was founded in 2001 and the products of this brand are specially assembled and manufactured in the UK. The direct competitors of this brand in the UK market are Ampire Electronics, Goldsound Electronics and Merlyn electronics (crunchbase.com, 2022). The company is planning to shift its production facilities to an offshore location like China. The report has evaluated the business environment of the market in which the company is planning to enter using multiple frameworks and tools like the PESTLE tool, Porter’s five force model and Porter's diamond model. The PESTLE analysis tool helped to identify the positive and the negative impacts of the external environmental factors on the operations, growth, development and strategy implementation of the business organisation. From the analysis, it has been identified that technological advancement, government policies and business laws would have a positive influence on the decision of shifting production facilities to China. However, the economic decline of China due to the pandemic can affect the investment capital and availability of the labour force. In addition to this, Porter's five force model has also been used to evaluate the competitive advantages of shifting production facilities to China. From the analysis, it has been identified that the bargaining power of the suppliers and the threat of new entrants will be on the lower side. While the threat of industrial rivalry, substitution and power of buyers will be on the higher side. Further, the opportunities and challenges of entering the market of China have also been identified. From the identification of the challenges, it has been recommended that the company needs to focus on the safety of its IP, and select a reliable manufacturer that follows certifications and quality standards.     
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