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[bookmark: _gjdgxs]Executive Summary
Nike focuses on reducing operational costs and increasing profitability by relocating its production facilities to China. Globalisation, foreign trade liberalisation, and high labour productivity make the Chinese market highly attractive to foreign investors. PESTLE analysis indicates that political stability, foreign trade liberalisation, and global political influence supports business operations in China. The market derives its strength from the rapid GDP growth, high FDI, and high engagement in international trade. Various social factors making the Chinese market highly attractive for foreign firms include online shopping, a high literacy rate, and growing consumerism culture. The Chinese government’s focus on creating a tech economy has offered businesses various important technologies for production, service delivery, and workplace collaboration. Succeeding in China requires business organisations to adhere to various different regulations, including the 1995 PRC Labour Law, 2007 PRC labour Contract Law, 2020 environmental protection tax law, 2019 Foreign Investment Law, and 2019 Administration Regulation Chen. Achieving competitiveness requires the company to address factors like factor conditions; strategy, rivalry, and structure; supporting industries, and demand conditions. Nike should adopt different strategies in relocating its production facilities to China successfully, including creating a culturally competent workforce creation, implementing a vertical integration model, and producing commonly consumed goods in society.
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[bookmark: _1fob9te]Introduction 
The current market globalisation trend has offered business organisations opportunities for continuous growth, competitiveness enhancement, and profit maximisation. Successful internationalisation requires companies to address political, economic, and social challenges associated with overseas markets. The situation means that Nike must address different challenges in its attempt to move its production facilities to China. Notably, Nike refers to a US-based multinational company that designs, produces, and sells diverse athletics products, including sports balls, sports apparel, protective equipment, sports shoes, footwear, and bags. The company operates more than 700 production facilities and employs over 70,000 employees internationally (Maarten & Parisa, 2021). The multinational company has maintained dominance in the international sportswear market using strategies like strong organisational culture, quality maximisation, innovation, and an effective logistical approach (Su & Tong, 2015). The multinational sportswear company focuses on reducing operational costs and increasing profitability using its Chinese production facilities. The management can acquire comprehensive details about the Chinese market using the Porter Diamond model and PESTLE analysis tool. 

[bookmark: _3znysh7]Overview of China 
China refers to a huge and populous East Asia nation bordering fourteen sovereign states, the South China Sea, Korea Bay, and the East China Sea. Countries neighbouring the nation include Tajikistan, Myanmar, Bhutan, Kazakhstan, Laos, Mongolia, Nepal, North Korea, Russia, Afghanistan, Kyrgyzstan, Pakistan, India, and Mongolia. China covers an area of around 9.597 million square kilometres and has approximately 1.4 billion inhabitants (FinlandChinaGo, 2022). Major dialects utilised in China are Mandarin, Hakka dialect, Wu dialect, Xiang, and Yue. The East Asian nation comprises five autonomous regions (Xinjiang, Tibet, Ningxia, Guangxi, and Inner Mongolia) and 23 provinces (Dull, 2022). A stable political system has allowed the nation to preserve the Chinese culture, unite citizens, and stabilise its economy. The Chinese economy has grown tremendously within the last 40 years due to rapid technological development, increased resource-intensive manufacturing, and large-scale capital investment. Economic and political activities in the nation are coordinated in its major cities, including Hong Kong, Chongqing, Tianjin, Beijing, and Shanghai. Today, foreign trade liberalisation, high labour productivity, and globalisation have encouraged multinational companies to enter the Chinese market. 

[bookmark: _2et92p0]Analysing the Chinese Business Environment 
Every multinational organisation understands that the Chinese economy provides growth and expansion opportunities. Specifically, high labour productivity and foreign trade liberalisation align with Nike’s desire for high-profit margins, revenues, and product volumes. Still, the management needs to perform thorough market research to understand the Chinese macro environment. Fortunately, the Porter Diamond model and PESTLE analysis tool provide comprehensive information about macro environments, which promotes evidence-based decision-making during internalisation (Manley et al., 2019). The PESTLE analysis tool provides details about macro-environmental variables, namely political (P), economic (E), social (S), technological (T), legal (L), and environmental (E) variables. The Porter Diamond model allows organisations to comprehend organisational competitiveness in markets by analysing factors like demand conditions; firm strategy, rivalry, structure; supporting industries; and factor conditions. Hence, these market analysis tools offer Nike an opportunity for understanding the Chinese market. 

[bookmark: _tyjcwt]PESTLE Analysis 
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PESTLE Analysis
https://www.shopivo.com/blog/writing/how-to-write-a-pestle-analysis-to-examine-factors-that-affect-your-business/
[bookmark: _3dy6vkm]Political Factors 
A country’s political condition influences business organisations selling products, offering services, and running production facilities within its borders. Currently, political factors supporting business operations in the Chinese market include political stability, foreign trade liberalisation, and global political influence. The single-party democracy has enabled China to avoid divisive politics associated with multi-party systems. Markedly, the Chinese Communist Party has created the unity and stability required to attract foreign investors (Rahman, 2022). Joining major international organisations like BRICKS, ASEAN Plus, G2O, APEC, BCIM, and WTO has enabled China to maintain a working relationship with other nations globally (Ba, 2003). The government reduced corporate income tax from 25% to 15% in 2014 to encourage investment and improve business performance (Zhang, 2021). However, the Chinese government maintains strict and rapidly changing policies like censorship, which negatively impacts foreign and Chinese traders. The focus on socialism creates a problematic relationship between China and capitalist nations like Britain and USA.  

[bookmark: _1t3h5sf]Economic Factors 
Nike’s management should understand that a nation’s economic condition can affect its growth and profitability. China provides a proper economic condition for businesses due to its high foreign direct investment (FDI), rapid GDP (gross domestic product) growth, and high engagement in international trade (Rahman, 2022). A high FDI (approximately $137.3 billion) means that the nation offers investors opportunities like cheap labour, a stable political environment, and developed infrastructure. A market-based economy enabled the nation to increase its GDP from $149.5 billion to approximately $14.72 billion between 1978 and 2020 (Data Commons, 2020). The nation provides cheap and adequate labour that developed nations in Europe and North America, which enables companies to reduce operational costs and increase profit margins. However, the increasing minimum wage due to the rapid economic growth creates possibilities for the production cost increase in China. Additional economic factors creating chances for production cost escalation include rising property costs and a high inflation rate. 

[bookmark: _4d34og8]Social Factors
Social conditions in a nation create an indirect impact on economies and business organisations. Important social factors making the Chinese market highly attractive to foreign investors include online shopping, a high literacy rate, and growing consumerism culture (Rahman, 2022). The high literacy rate allowed foreign companies to access low-cost, knowledgeable and skilled labour for their production operations (Wenling et al., 2002). The rising consumerism culture allows business organisations an opportunity for making huge revenues in China (Tong & Hawley, 2009). The growing online shopping trend in the country offers foreign companies an opportunity to exploit the potential associated with e-commerce. However, various social factors expose organisations to challenges in creating strong workforces within their Chinese facilities, including the ageing population and strict traditional culture. The fact that the ageing population in the nation is increasing rapidly implies that businesses will face labour shortage challenges in the future. 

[bookmark: _2s8eyo1]Technological Factors 
Strong technological factors allow organisations to improve production, service delivery, and workplace collaboration. China offers business organisations crucial technological tools through mature skills and advanced R&D. The technological development has resulted from the Chinese government’s desire to assume global leadership in technology and science. In 2015, the government started the entrepreneurship and innovation program to accomplish this goal. The government considers that the program can support its transformation into a tech economy from its existing cheap labour economy. The program has increased the usage of technological tools among individuals and business organisations. Various technological resources available in the market include e-commerce platforms and market-mobile payments (Rahman, 2022). The technological growth program has led to the emergence of dominant Chinese-based tech companies like Baidu, Alibaba, and Tencent. 

[bookmark: _17dp8vu]Environmental Factors 
The climate change issue has made environmental sustainability an important topic in nations and societies. For instance, the Chinese government has created operational guidelines for organisations to prevent environmental degradation. The government understands that unregulated production has created excessive pollution and a huge energy consumption problem in the nation (Rahman, 2022). The government has addressed the issue through a 5-year-plan with environmental protection and industrial pollution needs. The government focuses on developing electronic vehicles to reduce greenhouse gases emission in its transport sector. The company expects business organisations to adopt green energy sources and energy-saving technologies to reduce their carbon footprint. The Chinese government focused on creating ten zero-waste cities to encourage recycling and prevent damping. The government observes that the tactic can allow it to establish a low-carbon economy in the future. 

[bookmark: _3rdcrjn]Legal Factors 
The Chinese government has enacted different regulations to prevent business malpractices that can harm its citizens, society, and economy. Different laws enacted to regulate business operations in the country include the 1995 PRC Labour Law, 2007 PRC labour Contract Law, 2020 environmental protection tax law, 2019 Foreign Investment Law, and 2019 Administration Regulation Chen. The 1995 PRC Labour Law, the 2007 PRC labour Contract Law, and the 2019 Administration Regulation Chen address issues like labour standards, employees’ remuneration, and labour disputes. The environmental protection law focuses on addressing issues like industrial waste disposal, deforestation, water pollution, climate change, and GHGs emission (Rahman, 2022). However, laws aimed at protecting local firms and culture have discouraged foreign firms from investing in the nation. For instance, the government has blocked social media channels like YouTube, Twitter, WhatsApp, and Facebook. 

[bookmark: _26in1rg]Porter's Diamond Model 
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https://www.researchgate.net/figure/Porters-Diamond-Model_fig1_322543250

[bookmark: _lnxbz9]Factor Conditions 
Porter observes that advanced and basic factors influence organisations’ competitiveness in their respective industries. The basic factors Nike requires in boosting its competitiveness within the sportswear market are cheap labour, communication and transportation infrastructure, skilled labour, and raw materials (Claessens, 2016). The management should consider that a cheap labour economy and a high literacy level associated with the Chinese economy create an opportunity for production cost reduction. The nation provides raw materials for sportswear goods production, including cotton, yarn, garment materials, textile fabrics, and rubber (Porter, 1979). Economic growth has enabled China to have high-quality communication and transport infrastructure. Advanced factors refer to technological and scientific resources that improve organisational competitiveness. The focus on creating a tech economy through R&D investment has promoted the growth of e-commerce, online collaboration tools, and machinery. Advanced technology can support Nike in achieving the flexibility and innovation required in addressing dynamism in sports fashion.

[bookmark: _35nkun2]Demand Conditions 
Demand conditions represent the size and characteristics of local demand for an organisation’s services and products. Porter observes that organisations operating in markets with sophisticated local demands are forced to pursue innovation and quality maximisation agendas (Claessens, 2016). Hence, Nike should adopt innovative strategies and quality enhancement ideologies in addressing sophistication in the Chinese sportswear market. Rapid economic development in Chinese cities like Beijing, Guangzhou and Shanghai has increased the demand for high-quality, fashionable, and innovative sporting goods. The sophistication requires the company to participate in Chinese quality assurance programs like ISO 9002 and adopt effective marketing campaigns (Xun et al., 2016). Compliance with national quality regulation and effective marketing can enable Nike to enlighten and convince local consumers about its products’ authenticity. Furthermore, the company can rely on economies of scale in maintaining dominance within the Chinese sportswear market. 

[bookmark: _1ksv4uv]Supporting Industries
Nike’s competitiveness in the international sportswear market is connected with the availability of supporting and relevant industries. The company benefits from companies that provide shoe maintenance material (laces, polishing machines, brushes, and oils), quality inputs (shoe parts, leather tanning chemicals, leather), and shoe-making technologies (Liu & Song, 1997). The company benefits from manufacturers of sportswear raw materials and complementary goods in China. The existence of sports as popular entertainment and a thriving business for the global population offers the company an opportunity for continuous development. Regular international and local sports events and competitions allow Nike to sell and market its products. Sponsoring Chinese teams and partnering with celebrities in diverse sporting fields in China can allow the company to popularise its brands and products in China. 

[bookmark: _44sinio]Firm Strategy, Rivalry, and Structure
An organisation’s strategy, rivalry, and structure represent conditions that govern its management, organisation, and establishment. Porter indicates that management teams can utilise different management systems in their organisations in overcoming competition pressure in their respective markets (Claessens, 2016). Organisations should utilise management and strategy efficiencies in devising their structure and strategy (Xun et al., 2016). The management should focus on overcoming competition pressure from diverse companies in the Chinese footwear market, including Miqi Apparel company, Xiamen Bester company, Enlio Sports Goods company, Velobags company, Reebok, Adidas, and Converse (Kawakami, 2021). Still, creating an innovative workforce and increasing product quality can support Nike in overcoming competition pressure from multinational and local sportswear companies in this market (Barney, 2002). Creating strong corporate social responsibility programs can further support the sportswear company in strengthening its brands.
 
[bookmark: _2jxsxqh]Exploiting Opportunities and Addressing Challenges associated with the Chinese Market 
Nike should focus on exploiting opportunities associated with the Chinese sportswear market increasing its profit margins. Various opportunities available in the market are rapid population growth, dynamic consumer needs, artificial intelligence, acquisitions, online selling, and mergers. The huge Chinese population offers the company an opportunity for cheap labour and a huge consumer base. The huge labour force implies that the company can perform most production activities in the developing nation. The increasing disposable income among Chinese citizens implies that the company can generate huge revenues locally. The company can rely on developing Chinese artificial technology in creating effective recommendation engines, predicting consumer behaviour, and addressing niche segments (Maarten & Parisa, 2021). Mergers with local Chinese companies can enable Nike to avoid challenges associated with creating a culturally competent workforce. The acquisition or merger tactic can enable the company to unskilled individuals, managers, and professionals who understand Chinese business laws and culture. Furthermore, hiring local Chinese managers can enable the company to create strong customer care and HRM departments. 
However, the management should focus on overcoming challenges associated with the Chinese market, including high inflation, dynamic regulatory framework, competition pressure, and environmental sustainability concerns. The Chinese government’s tendency to create strict business regulations poses a huge threat to Nike. The regulations make the company highly vulnerable to expensive lawsuits associated with involuntary law violations. Compliance with environmental protection laws requires the company to make huge financial allocations to recycling and energy production (Yau et al., 2000). Addressing these issues requires the sportswear company to create innovative and low-cost sustainability programs. The growing population of multinational companies and new entrants in the Chinese markets exposes the company to a challenge in expanding its market share. The high inflation rate can reduce profitability and increase production costs for Nike. Fortunately, economies of scale can enable the company to withstand these economic challenges. 

[bookmark: _z337ya]Overcoming Barriers in the Chinese Sportswear Market
PESTLE analysis indicates that Nike must overcome different barriers while relocating its production facilities to China. Different barriers that can prevent Nike from operating effectively in China are cultural barriers, language barrier, strong competition, and power distance. For instance, Nike has a long-term experience in the manufacture of footwear and accessories for Western sports like Tennis, football, and basketball (Maarten & Parisa, 2021). The low popularity of these sports in China means that the company would export most of the products manufactured in Chinese facilities. For instance, baseball, football, and biking sports have low popularity in Chinese cities. Most Chinese assume that fitness exercises like bike riding are meant for wealthy members of society. The belief means that the Chinese normally wear street clothes while riding bikes, which reduces the demand for relevant sporting products.
Exporting most products manufactured in China can reduce the company’s profit margins due to the increase in transportation costs. The language and cultural barriers can expose the company to a challenge in creating an effective workplace in its Chinese production facilities. A language barrier exists since the English language is uncommon in Chinese society and workplaces. The high power distance in Chinese workplaces means that Nike’s management would experience challenges in implementing tactics like collaboration, two-way communication, and flat organisational models (Humborstad et al., 2008). Notably, low power distance has supported Western companies in implementing cross-functional and flat organisational structures. Huge support for local companies allows the Chinese government to offer them a competitive advantage over foreign firms.

[bookmark: _3j2qqm3]Conclusion 
Nike can rely on the Porter Diamond model and PESTLE analysis tool in analysing the Chinese market during the relocation of its production facilities. The management should understand that economic growth and political stability make China an attractive market for foreign companies. Political factors supporting business operation include political stability, foreign trade liberalisation, and global political influence. Economic factors making the Chinese market highly lucrative include high foreign direct investment (FDI), rapid GDP (gross domestic product) growth, and high engagement in international trade. Various social factors making the Chinese market highly attractive for investment include online shopping, a high literacy rate, and growing consumerism culture. Technological development offers the company an opportunity for improving its customer services, product quality, and productivity. Compliance with different laws can allow the company to avoid expensive lawsuits in the nation. Achieving competitiveness requires the company to address factors like factor conditions and demand conditions. Creating a good relationship with related industries, acquisition and merger tactics, and investing in an innovative workforce can enable the company to overcome language barriers, cultural barriers, competition pressure, and high power distance problems.

[bookmark: _1y810tw]Recommendation
Various tactics that Nike should adopt in relocating its production facilities to China successfully include creating a culturally competent workforce, creating commonly consumed goods in the society, and implementing a vertical integration model. First, the company can create a culturally competent workforce by hiring a culturally competent workforce, hiring local people, and merging with local companies. Nike should ensure that non-Chinese citizens deployed in its new production facilities understand Chinese culture, speak Mandarin, and know traditional Chinese sports. Secondly, the company can increase its visibility in the Chinese sportswear market by developing common sporting products in Chinese society. For instance, the company can provide product snowboarding and skateboarding equipment for young Chinese citizens. The company should partner with the Chinese government developing special training programs for students and young adults in Chinese cities (Maarten & Parisa, 2021). Lastly, the company should adopt the vertical integration model in controlling quality and reducing operational costs (Acemoglu et al., 2010). The model can allow the company to offer its products to retailers and distributors to avoid high transportation and storage costs.
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