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1.0 INTRODUCTION

This report contains analysis and research on the choice of country and the market entry for the
company. Hybu Cig Cymru (HCC) also known as the Meat Promotion Wales is a company that
promotes Welsh red meat across several countries successfully. However, with Brexit happening it
could possibly affect the business in the EU countries. Therefore, HCC has decided in choosing a
country, China, to promote the Welsh Lamb along with market entry, agent and distributor.



2.0 PESTLE ANALYSIS

2.1 POLITICAL
China has been ruled by the Communist Party of China, CPC, which is a political party that has govern

the country for the past 60 years. It has the power in influencing the whole process from the framework
till the implementation. China has shown to be one of the strongest influence in the geopolitical as seen
by being Africa’s trading partner even with Nigeria using Chinese Yuan as a reserve currency. China
has shown to be making relations with South and Southeast Asia though having strained relations with
Myanmar, Philippines, and Japan. From this we get to know the relations and ties of China with other

countries and how they interact with the countries along with the influence they have globally.

In ruling, the government of China has taken a holistic approach compared to previous leaders that
focuses on increasing the GDP growth. This approach focuses on increasing domestic consumption.
This encourages citizens in buying more products. The approach also focuses on services sector to
reduce unemployment rate. Having a lesser employment rate shows a good sign for the economy.
Regarding the relations between Britain and China, recently Britain has managed to make a deal with
China that strengthens their relations. This becomes an advantage especially with Brexit happening.
Compared to other countries such as Japan, they have a risk in no longer making business and
investments in Britain due to Brexit. They view Brexit as a risk and a problem for them. With the deal
made, hopefully it will help with the businesses. Britain has also been thinking in developing a free

trade agreement with China making it easier promoting businesses there.



2.2 ECONOMIC
China has been showing strong economic fundamentals. China has huge inflows of Foreign Direct

Investment, FDI being the third largest recipient of FDI besides United States and United Kingdom.

Unemployment
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The government is intending to rebalance the economy as their industry sectors are shown to be more
than the service sectors. Focusing on the service sectors, China estimated for the economy to be more
balanced and lowering the unemployment rate for them. Low unemployment rate shows a good sign as
there will more people able to consume goods.



Export and Import

Figure 24: China's external trade, 2012-16
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China have less administrative and tariffs as they move to liberalize trade. Many countries have been
exporting their goods and services to China. For lamb, most exporters would be Australia and New
Zealand which makes them our competitors. From the graph, it shows the imports increasing then
decreasing as they look forward to domestic goods though international goods are always welcomed.
Not to mention now that the tariffs has been lowered, more countries are able to export their goods

easily to China. This could be a good thing for the company as it gives more ways to export to China.



Inflation

The inflation is estimated to remain below the central bank’s target, 3.5% though will increase due to

the domestic demands that was able to recover along with the investment growth which is the excess

supply to slow down.

Figure 25: Consumer price index and CPl-based inflation in China, 2011-21f
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From the graph we get to see the fluctuation of inflation in the economy. It is estimated that the inflation
will increase. This can either be both a good thing and a bad thing as some people would buy and
consume more before the prices of goods would increase even more. The downside would be they
would save their money rather than spending it. With inflation occurring there could be price instability
yet at same time increase the economy through the inflation. The company would have to adjust with
the inflation. It can be both risk and opportunity for them.



GDP Growth Rate

Figure 18: Evolution of GDP growth in China, 2006-2016
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From the graph, it shows that the GDP growth rate is decreasing. This indicates that the GDP growth
has been lowered as the year passed. This could be a risk for the company as the economy could be

unbalanced.



2.3 SOCIAL
China comprises 17.1% citizens with age from 0-14 years old, 72.6% for 15-64 years old, and 10.3%

for 65 and above. They have 55 ethnic groups excluding Han Chinese. Even with different ethnics, they
are to be treated equally and fairly amongst one another. Their religions are mostly Buddhism, then
Christianity, and Islam. For food culture in China, they prefer having green and organic foods. They
welcome food globalization and like to try new food. They love dairies and meat especially pork. They
tend to look over food safety, prefers online shopping and online groceries. Many citizens would often
buy imported food and nutritious food. The Chinese market are now increasing their demands over
lambs as they are slowly consumed more by the citizens. With their food culture over having nutritious
and natural food, it can be a good place to promote Welsh Lamb as they are known for their quality and
nutritious meat and being fresh. Not to mention that they welcome new food, this gives more

opportunities for the company.

2.4 TECHNOLOGY
With the advancement of the technology in China, they tend to do e-commerce where everything is

done online. They tend to use the internet with the increasing amount of both mobile and internet user.
China’s R&D has shown interest in agriculture, food and bio-products besides the ICT and energy
sectors. This could increase development in food technology. The company would be at an advantage
due to the advancement of food technology in taking care of the quality of Welsh Lamb.

2.5 LEGAL
The government has been improving the regulatory environment and free the market in order to improve

business. The VAT and business taxes on exports where the general VAT rate would be 17%. For the
reduced rate of VAT it would be 13% that is only applicable for the specific goods like utilities, goods,
foods, books. This could be a disadvantage for the company as it would be an increase in price for the

consumers and for the company.



2.6 ENVIRONMENT

China was once the world’s largest emitter of the greenhouse gases. The CO2 emission slowly decreases
for the past few years. The government would like to focus in saving the environment by applying green
strategy which basically ensures on balancing the ecological environment. The Waste Management
Policy where the laws and policies of pollution that controls the management, pollution, and treatment
of the wastage. The company would have to follow the policies and ensure the packaging of the food
would not be a wastage. Due to China taking care of the environment, it can be a good place in exporting

the lambs and ensuring the qualities is still there.
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3.0 MARKET ENTRY

Proceeding with market entry method for China, the method that is chosen would be agents and
distributors which is under direct exporting. Direct exporting has shown to be an entry that requires the
company to be more proactive and more committed in promoting. It also involves more risk than
indirect exporting as indirect is more towards testing the market. With direct exporting the company
has greater control with the activities and in the market. There are few reasons for agents and distributors
being the market entry method for the company.

Beginning with agents, agents are direct representative for your company. Their roles are to help in
selling the company’s products along with helping you to know about the market Having agents are
usually suitable for small and medium-sized enterprises. A localised agent helps you to gain more

information and knowledge on the market and keeps you updated on the economy.

Agents help to promote products and overcome barriers for market entry as they would keep you
updated on the policies, rules and regulation. The downside of this would be that the process of hiring
them takes a lot of time especially due to finding a trusted and reliable agent to be committed to the
company. The agent must know about the company along with our products and specialty in order to
help us promote in the country. They do cost less compared to FDI and have a greater control for sales.
Working with an agent requires a lot of communication therefore there could be problems in

communicating.

Distributors have the same concept with agents only that they would be closer to the customers. They
would know the customer satisfaction, their wants and needs from the products. Distributors buys
products and would then sell to a third party. It is better to have more than one distributor in China to
distribute products easily. Distributors helps the company to know the consumption patterns and
consumer buying habits towards the products. Having distributors are able to reduce cost from building
a business in a territory and saves time as they do not need to review every customer. However, we

would have no control in distributors’ activities.

11



3.1 MACRO FACTORS
Political risk

Rules and regulation. China has been banning imports of meat from other countries to an incident of
mad cow disease 15 years ago. The ban was now lifted and receive meats from other countries. China
has been lowering regulation and trade barriers that allows even SME to export easily. Having agents
helps the company to know in depth of the rules and regulation of the restrictions of imports alongside
the trade barriers. Understanding the laws helps to avoid any complications and problems promoting in
the China market.

Economic risk

Inflation. The inflation rate has been increasing for the past few years. The price of goods increasing
have the ability in influencing the consumers’ decision in buying the products. Having distributors helps
to keep you update on the consumers’ pattern in buying the goods. The right time to sell the appropriate
amount of sales. Selling along and distributing directly to consumers cut cost for the company and save

more money.

3.2 MICRO FACTORS
Market size. In China, the lamb market seems to be at a smaller size compared to pork, poultry, and

beef which is consumed more by the citizens. Even though with lamb market being less, it is starting to
rise with increasing demands of lambs. Agents and distributors is a suitable method for a small market

size especially with the market growth that is growing slowly.

Competition. Since we are still new to this market and not knowing further about the market, having an
agent helps to know competitors more while distributors helps to know the local customers more and

having less risk of entering a new market by knowing competitors.

Consumer buying habits. China loves to do online shopping and loves to use a lot of internet.
Distributors play a huge role in this as they know what the customers want and need from their products.

They get to know the attitudes consumers have towards products.

Cost of channel. Both agents and distributors cost less in exporting meat as they are distributed directly.
The sales volume potential. Having a distributor helps you to know the amount of sales as they would

give an estimation of customers buying lambs.
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3.3 INTERNAL FACTORS
Commitment. In doing this business, how committed are you to this market. Choosing the direct

exporting just shows how committed you are in promoting the Welsh lamb in China. This is due to the
risk and control that the company will have later on. The risk as you would jump in to the market though

using agents and distributors helps the company to be more cautious.

Financial. Knowing the financial limits and budgets of the company. They cost less so it should save
more on the financial side. The good thing about agents and distributors for a large company is that they
have greater control of activities in the market. The company would have to learn to adjust and balance
both risk and control.

3.4 EXTERNAL FACTORS

Language. China’s official language is Standard Mandarin. It can cause language barriers due to
differences in languages. Having them as representatives for the company helps as they act as
middlemen and able to communicate in both languages.

Culture. The company should know further on how China’s culture is, what they are like, their
consumption goods and so on. Agents helps you to understand China more and guides the company in
case of any differences in culture. Distributors helps the company in understanding the customers in

China as in knowing what they want and need that can be different in UK.

13



CONCLUSION

In conclusion, China has shown to be a good country to promote the Welsh Lamb for their ties and
relations with Britain. Their economy has shown to be improving slowly with their government
intending to stabilize it. The lamb market has shown to increase to with demands of lamb rising. Even
with few disadvantages, the company should be able to tackle the new market slowly by using agents
and distributors.

RECOMMENDATIONS

For recommendations, China would be a suitable country to enter for the market alongside with agents
and distributors that acts as their market entry.
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