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[bookmark: _Toc132280151]Executive Summary
The following report is based on the International Business expansion strategy of H&M.  The headquarter of this company is situated in Sweden which is a developed country but currently, the company has been planning to expand his business in one of the famous developing nations which is Romania. In this regard, the following report has investigated the business environment of Romania in detail. It has been identified that after the spread of the Coronavirus, the entire economy of Romania has been suffering from a huge reduction in economic growth and a high rate of unemployment. In such a situation, expanding business in this country can be a bit risky. But the company needs to apply an appropriate international business expansion strategy to get the required success because there are many opportunities for doing successful business in this nation.


[bookmark: _Toc132280152]INTRODUCTION OF GLOBAL BUSINESS 

In the Modern age of rapid technological innovation, global expansion of business is considered to be one of the famous growth strategies which are associated with the expansion of the business operation, production, and several other factors from the home market to the target market. Globalization has encouraged many business organizations across the whole  world to internationalize and increase their overall volume substantially by considering the phenomena of cross-border transactions of commodities, capital, and services. Before expanding the business in the international market, an environmental evaluation of the business can help the company in terms of identifying external and internal elements which can either positively or negatively impact the overall business. Organisational strategy for conducting international business is also strongly different from that of domestic business strategy. Intending to lead to a successful international business not only in the short run but also in the long run it is highly important to implement the most suitable organisational strategic plan which can help the company in terms of sustaining its business in the targeted country.





[bookmark: _Toc132280153]INTRODUCTION OF DEVELOPING COUNTRY 

The main aim of the present report is the focus on analysing the International Business expansion of one of the famous clothing manufacturing companies named H&M(Hennes and Mauritz). The headquarter of this business is situated in Sweden and currently it has been planning to expand its business in one of the fastest growing developing country named Romania. Different barriers to entering into the new country which could have been faced by the company will be discussed in this report along with the application of some theoretical models such as PESTEL analysis, Porter's five forces, SWOT analysis and a few others. H&M Belongs to the Retail Industry and the company was founded in 1947. Till the year 2021, the company had been successfully running its business in almost 4800 stores across the whole world. The main commodities and services offered by H&M include clothing items and accessories. The company always positions its stores in the very best locations, whether is a city or a small-town shopping centre.
The economy of Romania is considered to be a complicated high income economy which is comprised with a range of skilled labour force. In the year 2021 the country had an annual change in GDP growth rate of approximately 5.1%.The main industries of Romania include automobile industry, food and beverages, construction and cement industry, consumer durable goods, tourism industry and petrochemicals. 


[bookmark: _Toc132280022][bookmark: _Toc132280154]PESTLE ANALYSIS 

Political, economic, social, technical, ecological, and legal elements are the six main categories in which PESTEL factors analyse macroenvironmental variables. Both market and nonmarket elements are present in these parameters. 
The market environment consists mainly of suppliers, customers and competitors. These are environmental participants with whom interactions are primarily economic. Here, companies typically compete for resources, revenues and profits. Pricing and innovation are often key strategies here. (Britton et al. 2006).
Although economic factors can have an impact, social, political, legal, and ecological factors are primarily involved in the nonmarket environment. Non-governmental organisations (NGOs), politicians, government agencies, political activists, advocacy groups, and the media are also important players in the nonmarket environment.


	Factors
	Description
	Impact

	Political
	· Stable political environment
· In terms of corruption, the country stood at 46th place out of 180 nations in 2021
· Potential investors face difficulty because of high corruption and bribe-taking tendency(Terovan, 2015)
	Negative

	Economic
	· Romania’s GDP in the year 2021 was 28,408.76 crores USD (2021)
· Robust, healthy, and industrialized economy
· Highly diversified economy 
· Adopted “cutting-edge technology”
· Slowly achieving the status of a high-income society
· Potential reduction in economic growth because of covid 19 pandemic
	Negative

	Social
	· The multi-religious and multi-ethnic country
· The current population is approximately 18,894,484 in 2023
· Having rich life of people in terms of culture
	Positive

	Technological
	· Having a strong digitally connected society
· Approximately 78.93% of total population using internet services regularly
· Poor investment in research and development by governing authority
· Highly popular social media usage
	Negative

	Legal
	· Mostly a common law nation
· The Islamic law system is different
· The strict application of Romania Labour Code 2003 
	Negative

	Environmental
	· Excessive emission of CO2 is a major challenge
· Following the Environmental Quality Act, of 1974
	Positive




[bookmark: _Toc132280155]PORTER’S 5 FORCES ANALYSIS

The term "Porter's five forces" refers to a framework that evaluates the amount of rivalry within a market by examining five crucial forces: the threat of new entrants, the bargaining power of suppliers, the bargaining power of buyers, the threat of substitute goods or services, and the level of competition.

Bargaining strength of suppliers: The bargaining strength of the suppliers can be referred to as moderate in this connection. H&m is currently associated with more than 700 suppliers across the whole world and they have to deal with Each of them significantly. As a result, the supply chain network of this company plays an extremely vital role.

Bargaining strength of buyers: The bargaining power of the consumers is observed to be on the higher side in this case because the buyers have a wide range of options to choose from. There is no cost of shifting the choice from one company to another because the market competition is already extremely fierce. 

Competitive rivalry: Competitive rivalry is extremely high for H&M in Romania. The main competitors are New Yorker, Zara, and several others.

Threats of substitute products: Threats coming from substitute products can also be referred to as a moderate force in the case of H&M  because people tend to shift to a new type of clothing by following the latest trends in the fashion industry. Therefore the company has to innovate constantly and follow the latest fashion trend which in turn increases the threats of their substitute product.

Threats of new entrants:  Threats coming from the new entrance can be considered to be comparatively lower in the case of the clothing industry in Romania because there are some strong barriers to entering the market imposed by the Romanian governing authority. Apart from that, a huge financial investment may be required to arrange a huge financial investment to establish a business in Romania because they are already many big farms competing with each other in the Romanian clothing industry.

Factor conditions: Romania is observed to have a considerable amount of wealth in natural resources.The country  has a wide range of highly fertile lands suitable for agriculture activity, pastures for livestock, numerous forests which can provide soft and hardwoods.Romania also has a good source of metals, petroleum Reserves, gold and silver Reserves, a wide range of numerous rivers which has been supplying hydroelectricity. Therefore it can be stated in this connection that by using its natural resources the country can easily gain a competitive advantage in the international market. On the other hand, by using the natural resources of this country, the other foreign companies can also take the advantage of doing business smoothly at a lower operation and cost if they have been planning to expand their business in Romania.(Capusneanu et al. 2021).

Demand conditions: Overall market size of Romania is estimated at approximately $731.466 billion and with the help of such a big market size, the respective company gains a competitive advantage. Apart from that the trade tariff is also nominal which is another  factor of demand condition through which the company can earn a competitive advantage. In the country the governing authority has a poor investment on research and development which is a matter of competitive advantage. Customer orientation is also poor in this country and can appear to be another big challenge for this company. However, the demand for clothing items and accessories by customers tends to keep changing based on the latest fashion trend.

Government: According to one of the latest published reports, the domestic debt of Romania and the government had reached approximately 144  billion US dollar in the year 2022 which is quite moderate.  Besides this the governing authority of Romania is criticised because of being corrupted and there is no proper transparency in terms of policy making. There is also favouritism in the decisions taken by government officials which is the matter of competitive disadvantage. 

Related and supporting industries: While expanding its business in Romania, the respective company is required to maintain a strong positive relationship with the Logistic industry if they have been planning to go for an e-commerce business. The broadband internet service industry can be considered as another supporting industry in this regard.
Firm strategy: Most of the business organisations in Romania are observed to use a hierarchical organisational structure which has helped them in terms of leading toward successful business both in the short run as well as in the long run. Adding to that, in Romania the standard VAT rate is approximately 19% which can appear to be a bit higher for the companies which has just been entered into the country with a bunch of new products and services (Căpușneanu et al. 2021). Most of the foreign companies are required to invest huge money on recruiting highly qualified accounting and tax employees to deal with the complicated tax and accounting regulations imposed by the Romanian governing authority. Many companies also adopt the approach of outsourcing the services to the local expertise.


HOFSTEDE CULTURAL MODEL 
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Figure 4: Application of Hofstede Cultural Calculator to Compare the Cultural Dimension of Sweden and Romania (Source: hofstede-insights.com 2023)

Power distance: While looking at the above diagram this can be noticed that Romania has an extremely high score in terms of power distance whereas Sweden has scored only 31. this indicates the fact that in Romania there is a high dependency on hierarchy and there is an unequal right distribution between the power holder and the people working below them. such a high score of Romania on this particular dimension also indicates that people living in this country in which every individual has a place and it does not need any further justification.

Individualism: A lower score of individualism in Romania indicates the fact that it is a collective society which means there is an extremely high preference for the social Frameworks in which there is a high preference for community collectivists. This can also be noticed that there is a huge difference between Sweden and Romania in terms of these two cultural dimensions such as power distance and individualism (Tien et al 2019).

Masculinity: Romania has scored 42 in terms of the masculinity index which reflect the fact that masculinity power is comparatively low in this Nation. Managers and leaders of the such country mainly tried their best to gain solitary and most of the conflict tends to be resolved with the help of negotiation. free time as well as flexibility in terms highly preferred in such a country.

Avoiding uncertainty: The uncertainty avoidance score of Romania is extremely high and that of Sweden is extremely low. This indicates the fact that in Romania there is a low tolerance for uncertain events. Most of the people living in this country do not risk taking an approach and they have a tolerance for ambiguity as well. On the other hand the low score of uncertainty avoidance in Sweden reflects the fact that there is a high tolerance for uncertain things in this Nation and here unknown things are much widely accepted.

Long-term orientation: The long term orientation is more or less the same for both countries. In this regard, Romania has scored 52 in terms of long term orientation where else that of Sweden is 53. Looking at these scores,  it can be understood that both of these countries have  moderate preference for long term orientation. such long term orientation has mainly emphasised perseverance, persistence and long term growth.
Indulgence:  Sweden has a higher score of indulgence in comparison to Romania which means that Romanian society tends to suppress gratification needs and it tends to regulate the society through strict social norms.


SWOT ANALYSIS

It is generally recognized that a mix of internal and external forces affects business performance. These elements can be divided into two categories: the organization's external possibilities and dangers, as well as its internal "strengths" and "weaknesses." Systematically analysing these variables as a tool for strategic decision-making is referred to as situational analysis, or SWOT analysis.
‘The starting-point for a SWOT analysis is usually a review of the organisation’s internal strengths and weaknesses, which may be undertaken by management or by external consultants brought in to provide a more objective view. The identified factors which have been listed may then be given scores to indicate their importance, with the more significant issues receiving a larger score. This process is then repeated for the firm’s external opportunities and threats in order to highlight those external factors which are likely to occur and which are expected to have an impact on the organisation’s future position.’ (Britton et al. 2006, pp. 481 – 483).
  
 SWOT MATRIX FOR H AND M 

	INTERNAL ASPECTS

	STRENGHTS
· Strong Global reach
· Systematic Supply Chain
· Powerful online presence
	WEAKNESSES
· Dependent on Third Party suppliers
· Ethical values controversy
· Ingeniune designs




	EXTERNAL ASPECTS




	OPPORTUNITIES

· Future in e-commerce
· Growing market
· Expand omnipresence 
	THREATS

· Strong competition
· Supply chains
· Store closings



H&M is well-represented in more than 70 countries, with over 5000 shops across six continents, and the firm anticipates annual growth of 10% to 15%.
On the other hand, follows a fast fashion model, which provides designer tables with the most up-to-date fashion trends. This technique enables items to be delivered quickly from the designer’s table to the store, in contrast to the traditional approach of seasonal manufacturing, which requires a four- to six-month wait before a new collection is released. 
H&M makes effective use of supply chain management, ensuring that customers get their items on time. One of the benefits of working with several suppliers is that there’s a lower running out of stock. Therefore, keeps all of its locations well-stocked with current merchandise, and any supply concerns that arise are immediately rectified.
Company has an effective E-Commerce strategy that adequately serves the online market.
[bookmark: _Toc129712349]Adding to that, they have a solid web presence, but there is always the potential for development, especially given that the internet industry is developing quicker than ever before. To develop a bigger market, they must also grow their E-commerce platform. E-commerce has the potential to be the future of the business, and H&M has to maximize his usage of the platform.

Recommending strategies 

The following recommendations can appear to be highly effective in this regard:
· Before proceeding with the final Business expansion it is extremely important to know the Romanian market and this can be possible by conducting significant market research on the targeted potential customers. This can be done through conducting service, interviewing customers along with analysing social media information and data. The research on the local market can also help the company in terms of understanding the Romanian Market as well as the demand, needs, and the taste, and preferences of their potential target customers.
· [bookmark: _Toc129712350]The company can also be recommended to decide on an appropriate and the most suitable operational structure at first. This can be possible if the company can establish a regional headquarter.




CONCLUSION 

At the end of the entire report, it can be understood that to expand business in a diverse economy such as Romania, it is extremely important to adapt appropriate cross-cultural business expansion strategies by H&M. However this has to be remembered in this context that being a multinational Company is already has a few experiences of doing business in foreign countries successfully. Such experience can help the company while doing business in Romania as well.
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