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[bookmark: _Toc100829678]Introduction
[bookmark: _GoBack]This paper is intended to explain the key reasons for which the medium enterprise TENZING would go international and the factors that have to be taken in consideration in order to prepare the most efficient strategy of entering the Chinese market. For this purpose, the paper explains key terminology and then continues as a PESTLE report for a company project in China.
[bookmark: _Toc100829679]Internalisation or Globalisation in general
Conley (2000) argues that there are no uniform explanations of the term globalization. As examples he cites Robertson (1992, 8) who says “globalization as a concept refers both to the compression of the world and the intensification of consciousness of the world as a whole”, and also gives an example by Samuel Brittan (cited in Cerny 1995, 617) who writesthat globalisation 'refers to a world in which, after allowing for exchange rate and default risk, there is a single rate of interest'.
According to the Slovenian scholars Bohuslava Mihalčová, Luboš Socha and Pavol Bajusz there is a number of reasons why companies would consider internalisation. One is the limit in turnover on the domestic market. As big as it can be, it is still limited to the population of a single country. Second reason is outsourcing as a way for an organization to “capitalize on the comparative advantages of national economies”. Third reason is diversification of sales in order to avoid dependency on just one market. The fourth reason is to reduce the competitive risk. It allows the organization to compensate losses on the domestic market with profits from the international markets and thus to stay ahead of its competition.
[bookmark: _Toc100829680]About TENZING
TENZING is an energy drink produced by BASECAMP BREWS, a limited company based in Norwich, England. It was incorporated in 2015 under the name TEAM TENZING LTD, but in 2018 the company went through some structural changes, a new shareholder was introduced - the Singaporean offshore company OVENTURE PTE. LTD. At the same time the company changed its name to BASECAMP BREWS and the general shareholder and director Huib VAN BOCKEL has transferred his company shares to a Netherlandish holding company JANOA B.V. (Companies house, 2022). The Singaporean and the Dutch companies reduce significantly the tax burden of the British entity and improve its compatibility on the UK market.  
TENZING is a brand that gains the attention of the younger generation. According to their site the drink ingredients are natural herbs brewed under an ancient Himalayan recipe. Since the company highlights the natural nature of the drink, they are using all kinds of marketing strategies in order to attract the segment of consumers who are willing to pay for such a product. BASECAMP BREWS follows a politics of environmental sustainability by reducing the carbon imprint in the production of the product and supporting the production of organic foods. Their site gives a real-time information about the air pollution and gives advice on how to reduce our carbon footprint (TENZING website).
[bookmark: _Toc100829681]Competitive advantage of China
Michael Porter’s theory of competition among countries is rather controversial one. Smith (2010) says that scholars are divided into two main streams on that matter. There is the “economic school, which rejects Porter’s notion of country competitiveness, and the management school, which supports the notion of competitiveness at a country level” (Smith, 2010). However, Porter’s Diamond theory seeks to explain why companies from certain countries are doing better on the international scene (Porter, 2011, p.18).  
Porter (2011) separates four conditions strongly interrelated between each other and defining the competitiveness of a given country – Factor conditions, Demand conditions, Firm strategy, structure and rivalry, Related and support industries.
I will pay attention to two of them which distinctively give advantage to China against its competitors worldwide and can draw the attention of British companies like BASECAMP BREWS for expanding their activities there.
[bookmark: _Toc100829682]Factor conditions in China
Here Porter (2011) points out the human and the financial capital, the material resources, the knowledge base and the infrastructure. In all of these China has a favorable position worldwide. 
“In China, accelerated economic reform began in 1992” (Porter, 2011).
According to the Chinese National Bureau of Statistics, the population of China at the end of 2021 has increased in comparison with 2020 with 480 000 people to 1,413 billion (Zhang, 2022). This makes China a country of very high human capital potential. In the same article in the official Chinese government newspaper Global times Zhang (2022) claims that the Chinese population has reached almost zero-growth in quantity, but grows in quality.
From 2000 until 2015 the Chinese higher education system has successfully educated more than 17 million engineers of different industries (Li, 2018).
The past 20 years were marked by infrastructural development in China at a large scale. “To facilitate urbanization in China, the funds required for urban infrastructure development during the first 20 years of the twenty-first century are expected to be around 3500–5000 billion RMB (Wu, 2007, cited by Shuibo et al, 2015). 
[bookmark: _Toc100829683]Development of Related and support industries
Porter (2011) claims that the development of factor conditions can nourish the development of the related and supported industries. “Skills, knowledge, and technology created in an industry spill over to benefit them” (Porter, 2011).
For the past 30 years China made the transition from rural to market economy thanks to well-developed local specialized markets that serve the industrial clusters in close proximity. “The close relationship between specialized markets and industrial clusters in a given locality is a distinguishing characteristic of development in Zhejiang Province” (Bellandi et al, 2012).
These two conditions are giving the security that entering China the company will not be forced to invest additionally in infrastructure or to have to cope with unreliable electricity supply or bad logistics. In addition, the existence of various clusters of companies can support the company in their entering the Chinese market by outsourcing the production and the distribution of the drink, thus achieving a quick start of sales and reliable marketing to the local market.
[bookmark: _Toc100829684]PESTLE analysis
When entering a new market, the company needs a reliable strategy which is achievable only after a thorough research of all the relevant internal and external factors that can influence the company. One very efficient analysis of the external factors is the PESTLE analysis. PESTLE is the acronym for political, economic, social, technological, legal and ecological. Basically it “encompasses most areas of concern in this field” (Brooks, 2010, p. 25).
For the purposes of entering on the Chinese market BASECAMP BREWS has to consider the above factors as follows:
[bookmark: _Toc100829685]Political
Currently the political events worldwide are quite chaotic and the information flowing from different official sources is quite controversial. However, there are several general lines of events that can be followed in order to establish a wide-view understanding of the international politics and its impact on the internalization of BASECAMP BREWS. 
Unfortunately I have to pay a lot of attention to this factor, because currently it is affecting all the other aspects of our lives and shapes the international business to a greater extend.
On 24 February Russia invaded Ukraine which is the peak point of the eight years of hostility between these two countries, starting from 2014, when Ukraine underwent a coup (Kirby, 2022) and declared a intent of entering in NATO and the EU. At that point Russia annexed Crimea, a peninsula located at the South-East of Ukraine. Some time later the new Ukrainian government banned Russian and Bulgarian languages in Ukraine (Koleva, 2017, Homenko et al, 2019). 
These events dragged a number of sanctions that split the world in two parts. China happened to be supporting Russia, which brought threats from the USA that if this did not change, China will from suffer sanctions, too. This means that every company that has business there will have to either leave it in fear of falling under the sanctions, or to continue their operations in China and sacrifice their Western part of the business, because, so far, the UK and the EU are closely following the sanctions politics dictated by the United States and Ukraine (Boffey et al, 2022).
[bookmark: _Toc100829686]Economic
However, at least in short term, the political situation forced European countries and the UK to follow a suicidal politics that is currently causing the rise of a furious crisis. ‘Russian gas accounts for about 40% of the EU's natural gas imports.’ (Horton et al., 2022) The recent calls for banning the Russian gas in the EU will only make the current crisis even worse. So far we only hear of good wished on alternative sources of that energy source, but the analysis of the experts show that there is no chance of achieving the energy quantities supplied by Russia. And even before the conflict started in February Europe was feeling deficits in their energy supplies. This is why the Germans were so desperate to start the new gas pipeline ‘North stream 2’ (McBride, 2022).
On the other hand, China is building the China-Russia Eastern Gas Pipeline from Russia which guarantees the Chinese economy the inflow of additional 10 billion cubic meters of natural gas which, together with the quantities from the ‘Siberian Power’ amount to 48 billion cubic meters. (GT staff reporters, 2022) China will definitely fill in the vacuum for the sales of any free energy sources from Russia, and the latter will be glad to sell it to China. This will strengthen the Chinese economy and will guarantee stable grow, so, at least short-term prognosis is that investments in China will be beneficial for European companies and will allow a clever diversification of sales. Especially if they enter through the wide-spread practice – through making a joint venture with Chinese local companies. Thus they will be able to use the useful contacts and existing distribution system of the Chinese company (Brooks, 2010, p. 164).
[bookmark: _Toc100829687]Social
Hofstade and Hofstade (2005) gives the following definition of culture of a nation:
The collective programming of the mind which distinguishes the members of one group or category of people from others.
(cited by Brooks, 2010, p. 158).
Since more and more companies from all over the world are looking to go international, the social collective mind is becoming increasingly uniform, however, we still have to consider that entering another market we need to consider change of marketing, human resource management, maybe the product to some extent, as well as the style of management. (Brooks, 2010, pp. 159-160).
In order to identify the social differences in the target society, one has to consider the following four dimensions highlighted by Hofstede and Hofstede (2005): power distance which is the social distance between the people of different rank; the extent to which the individual relies on the others in the group; the degree of uncertainty avoidance; and masculinity (Brooks, 2010, pp. 159-160).
[bookmark: _Toc100829688]Technological
Brooks (2010) argues that ‘technology can help to extend the lifetime of certain industries facing strong competition from producers in developing countries. It also contributes to economic development through new sector growth, which may arise because technology contributes to achieving competitive prices in world markets, for example in the telecommunications sector.’ 
As I already mentioned above China has invested a lot in R&D during the past 20 years, so it is at a relatively high position for this criteria.
[bookmark: _Toc100829689]Legal 
The legal suit between Danone and Wahaha described by Brooks (2010) is a bright example of the efficiency and dependency of the Chinese courts. Unfortunately, the Chinese laws are a little bit blurred on the matter of intellectual property and many JV contracts end with loss of profit for the foreign entity and stolen intellectual property from the Chinese side of the agreement.
[bookmark: _Toc100829690]Ecological
As I mentioned above, TENZING would hold a politics of sustainability and ecology-friendly. Fortunately, the Chinese government has pledged to make China carbon-neutral until 2060. ‘Along with all the other signatories to the Paris Agreement in 2015, China agreed to make changes to try to keep global warming at 1.5C above pre-industrial levels, and "well below" 2C. China strengthened its commitments in 2020’ (Brown, 2021).
The gas pipelines that come from Russia will help China to achieve carbon neutrality even faster, because it will reduce the need to burn coal for the production of electricity.
[bookmark: _Toc100829691]Conclusion
As one can clearly see, going on the international markets bring more benefit to the organizations, but it also bares its risks of loss of investment and/or loss of reputation. However, the PESTLE report above clearly shows that entering China will be beneficial, at least for the short and middle term, and it will not harm the company reputation in respect of their sustainability policy.
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