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Businesses are a part of and influenced by the surrounding environments. Those environments define how a business will act in ways such as preparing a financing and product offering strategy, selecting the right set of customers, finding the most suitable location that imposes the least possible number of restrictions on business activities etc. Porter’s five macro-environmental factors are the factors that influence how a business will react to certain conditions. Therefore, a business organisation must evaluate the environment before inaugurating business activities into new locations. 
Delushious is a small business enterprise located in the UK. The two co-owners manage the entire production and selling of their snack items. They initiated the business in their firm and offers the product under the same brand name as the business. Upon seeing their business potential, Delushious Ltd is considering offering their product to the mainland of China. This report has provided a thorough description of the environmental factors that will shape the business strategy.


[bookmark: _Toc85493926]Analysis of Porter’s five forces in the Context of Delushious Limited
Any firm or business exists in a macro environment with several elements which impact the business but the businesses cannot directly control or influence those elements (Grant, 2012). Those are the characteristics and factors unique to each business that are to be complied with. Business analysts study the macro environment to learn more about the factors and to interpret the study into opportunities, risks, strategies etc. for any particular business. Porter’s five forces of macro environment point out Economic, Demographic, Socio-cultural, Natural and Technological factors as the major influencing group. Those factors will be discussed in the context of Delushious Limited.

Economic Factors: The economic situations of an entire economy are closely related to the performance of its participating businesses. Businesses are all about gathering inputs and proving outputs to the market to generate revenues. Since every business is a part of an economy, it cannot oversee the impacts of economic factors (Worthington, Britton and Thompson, 2018).
An economy is never in a constant state. The Delushious business has to consider the fluctuations in the UK economy at every stage. If the economy is in the booming stage, the business will have cheaper raw materials, sales will go up as the spending habits of people rise and there will be scopes to expand the business into newer regions (Braithwaite and Drahos, 2012). In the opposite scenario, when the economy is in a downturn, small businesses as Delushious suffer from poor sales, increasing cost, capital shortage etc. 
The current economic condition in the UK is going on well so far for small businesses. After the upsurge of the Corona pandemic, the Bank of England increased the money supply by about 100 billion Pounds in the nation’s economy. As a result, Delushious will be able to seek extra funds as a loan in easier terms. People will have more money at hand to spend on delicacies items of Delushious’s. The corporate tax bracket is currently at 19%, lower than that of most European nations. The UK is also been a popular destination for foreign investors. Business tycoons and established venture capitalists look for new firms in the UK to invest in which is an opportunity for Delushious ltd. 
The expansion of Delushious into the Chinese reason can be a good step for the firm as the economic relation between UK and China has been good enough in recent years (Brooks, Weatherston and Wilkinson, 2011). Moreover, as the UK has left the European Union (EU), the country is reaching out to other economic partners including China to boost international trade. The business will also have the perks of lower-wage in Chinese shops.

Political & Legal Factors: Every business is subject to some degree of political influence and/or legal regulations related to the region while operating business activities. The factors in this section are usually political beliefs, laws enacted in the country, the existence of pressure groups and agencies etc (Glowik, 2017). These parties influence and steer the business activities in society. Therefore, a business model has to keep the political and legal factors in mind before selecting a business location or developing/offering a product in the newly targeted market.
Before entering into international trade with the Chinese mainland, Delushious should be aware of China’s common business rules that are unique to that nation only. For starters, China is a communist nation and therefore the government do not allow one to spend wealth on luxurious materials even if he/she can afford more than that. Delushious gets a pass as it is a food company. And, China also regulates the extent of business freedom very strictly. Businesses cannot include any kind of negative views towards the traditional culture and associating any kind of political agenda, views or movements with a business is strictly prohibited. Moreover, any acts considered taboo in China is banned from addressing in business promotions or products whatsoever. Since the business model of Delushious do not conflict with any laws in China and as long as the company avoids political conflicts. Delushious will be regulated by the Catalogue for Guiding Foreign Investments (CDFI). The catalogue has four categories of business viz. encouraged, restricted, prohibited and permitted. Delushious, as a food company, falls under the first category. 
Socio-Cultural Factors: The surrounding social values, beliefs and culture of a business environment play a significant role in the functioning of a company. Change in people’s behaviour and interest is also a part of the factors. With the ease of spreading information more rapidly, people’s reacting to positive and negative news takes a snowball effect; meaning that people will cluster around opinions even faster (Hillary, 2011). The factors generally include health concerns, social security, attitude towards different cultures, acceptability of change in social beliefs etc. 
Delushious Ltd is focused on delivering sweets and desserts to meet the local demand for ready-to-go snacks in the UK. The nation as a whole has a negative concern against sweet products as a part of health concerns since these food items are seen as an added amount of sugar in the daily diet. So, Delushious has formed its business strategy accordingly. It is promoting that the items of Delushious have an average of 73-93% less amount of sugar in various items and 40-70% fewer carbs. This way of doing business will save Delushious ltd from losing concerned customers.   
In the context of international trade, the people of Chinese regions are far less concerned with the amount of excess sugar in their diet because they consume less sugar overall. Another factor is that the targeted region holds a large number of populations with a high attitude to work under organisations. But there may be issues regarding the rules and regulations imposed by the Chinese government. Moreover, the Chinese people are reluctant to accept products that originated from overseas and the employee selection in businesses located in China is regulated through their own social scoring system, not by business owners (Braithwaite and Drahos, 2012).

Technological Factors: Technology has significant impacts on any business organisation. Tech factors can modify how a business performs in the market. Technology is changing rapidly and it is important businesses keep up with the changes to survive in the industry. The factors mainly include production techniques, availability of information, ease of communication, production automation, artificial resources and forecasting and e-commerce technologies etc. Technological factors can be advantageous to a firm. But at the same time, it poses the threat of the current method of production, distribution, marketing etc. becoming obsolete at any time (Fink and Kraus, 2019).
The United Kingdom is among the world's most technologically advanced nations. Both financial and technical institutions rely heavily on London. Businesses develop new technologies regularly to provide the finest solutions to their clients. Entrepreneurs have limitless options to do business in the UK thanks to the excellent technical infrastructure. Delushious is still a small business and it produces its offered products in a household manner as much as possible. The business has still options to grow and produce the goods in an automated process.
The expansion in Chinese regions can help Delushious in making the production process fully automated. As demands will grow of the business’s products, it can consider building an assembly line to produce more units in the Chinese region shops rather than exporting. Moreover, finding skilled employees to operate the types of machinery in the firm will be relatively easier in China. As the best transportation systems are available in China, one production line in the country can be enough to meet demand and transport in further regions (Ferdinand, 2013). Also, China has established a goal of becoming a world leader in research and technology. To do this, the nation established the “mass entrepreneurship and innovation” initiative in 2015. The goal of this initiative is to spread entrepreneurship throughout China. It also intends to assist the country in transitioning from a labour-intensive to an innovation-driven economy. Therefore, the expansion of small businesses like Delushious will be welcomed there.

Environmental Factors: Environment factors like climate change, resource endowment by nature, calamities and disasters and pollution levels can have a significant influence on a business (Grant, 2012). These factors have a direct influence on raw materials required by a business by impacting their price, condition and scarcity etc. Moreover, when governments enact protective measurements for the environment, businesses like Delushious have to change their production procedure to follow guidelines like emitting less CO2, using renewable energy, restrictive underground water use etc. Another example of a company changing its business structure is when a water bottle company decides to use recycled plastic to reduce plastics being piled up in the environment as waste.
As the business is intended to expand into mainland China, it has to follow some environmental regulations imposed on business by the Chinese government. China has taken initiatives to provide incentives to the firms that are associated with less pollution rather than penalizing the ones that cause more pollution. Delushious products can be entirely homemade with little help from automated packaging systems. The lesser use of machinery will not mark Delushious ltd as a harmful business to the environment. Moreover, China is against any kind of soil pollution and have regulations on using the land. In the case of Delushious, the business can source raw inputs as cocoa, flour, butter, corn etc. from the local market. 
 
Critical Analysis of Delshious’s expansion in China: The economic relationship between the UK and China has been stable over the years. The tax bracket on foreign business is low and suitable for Delushious ltd. The socio-cultural structure in China is somewhat averse to foreign goods and services unless those are globally recognised brands. The demographic and technological factors in China is in favour of foreign expansions. But the business overall is still new in its region. The owners should first focus on building a dependable brand that is known in the UK well enough before launching in China. Many small businesses in China struggle because of the blue-chip companies always grabbing any existing opportunities or they face hostile takeovers.
 
[bookmark: _Toc85493927]Porter’s Diamond Model
 The diamond model proposed by Porter explains the comparative advantages held by nations or groups because of some suitable factors available to them and how a government can play the role in influencing its nation’s position in the global competitive economy (Worthington, Britton and Thompson, 2018). The model is particularly used to describe the origin of a nation’s competitive advantage in the global economy and how to obtain such an advantage using the current resources and technology. 
[image: ]
Figure 1: Porter’s Diamond Model (Grant, 2012)
Michel Porter established this model to analyse a nation’s competitiveness. This model is comprised of four main decisive factors and two assistant factors. The basic decisive factors, as shown in the graph above, influence each other and create a dynamic system of interpreting the competitive capabilities of the industry (Glowik, 2017). The comparative advantage of China in terms of international trade can be evaluated by following the four decisive factors.
The first analysis segment can be the abundance of production factors in China. The natural resources in this country are enough to meet the local productions and demands. Delushious is a type of pastry business that mostly uses crops like flour, butter, cocoa, seed oils etc. While China can be seen as an industrialised nation, it also produces the mentioned crops and exports the excess stocks. This availability also reduces the market capturing potential. Because, when small businesses like Delushious become a financial success, soon other local businesses with catch up in the competition, shrinking down the consumer market for Delushious. Also, labour is relatively cheap in the country which enables the local competitors to easily copy the business model as it is a labour-intensive one. 
Firm strategy and rivalry in domestic regions are a barrier to international companies (Hillary, 2011). For instance, there are dozens of businesses like Delushious in China that produces their pastry and cake snacks. As they compete in the local market to place their brand more dominantly, their internal competition forces them to come up with various strategies and ideas. This domestic competition will ultimately shrink the market gap for Delushious to capture. Hence, China as a whole nation has a competitive advantage.
Another decisive factor is the demand condition in China. The local businesses are more able to reach out to their customers. The changing taste and purchase pattern of customers push the local businesses to try out new product ideas, to innovate and improve the product quality while the foreign businesses like Delushious find it tough to keep up with the changing demand conditions (Ferdinand, 2013).
The Chinese government’s positive influences on its domestic businesses can make it hard for international businesses to compete head-to-head with local ones. Moreover, chances originating from random events, natural disasters and innovative breakthroughs create a competitive advantage for China in international trade. 

[bookmark: _Toc85493928]Conclusion
The environmental factors as explained have their own fair share of perks and drawbacks that Delushious will face upon entering the Chinese market. This new market has the potentials and opportunities like easier trade terms, sufficient labour market and large consumer market etc. It is up to Delushious ltd to make the best use of the foreign environment factors to establish a stable international trade. But China holds some competitive advantage in international trade that can act as a barrier to the expansion of Delushious ltd. Similarly, the business can also evaluate the possibilities of expanding into other European regions.
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