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Introduction 

Globalisation, the connections between countries all over the planet, that increase the interaction between different economies and cultures, supporting  the exchange of information, goods, capital, technologies, and even human beings ( immigration ), is the background of continuous growing of international businesses. “Globalisation and expanding markets are increasing the number of competitors and degree of competition, causing importance of concepts such as competitiveness is to improve” (Tehrani and Rahmani, 2014). The forces that influence the operations and success  of an organization is called business environment. As an international business, before entering a foreign market, is important to analyse and understand these factors, in order to make strategic decisions.
This report analyses the business environment forces of Romania and its impact on the process of moving production facilities and the operations of  LUSH RETAIL LTD, using PESTLE and Porter Five Forces. 

Romania

Romania is a country of southeastern Europe, with the capital in Bucharest. The landscape of the country is complex, from plains and hills to mountains covered in forests, and hiding natural resources like metal, including gold and silver, petroleum reserves, coil. Romania is crossed by a significant number of river, among them Danube, and in the southeast of the country is the Black Sea coastline. Romania has experienced a continuous growth in economical sector in the last years, through investments and exports (ec.europa.eu, n.d. ) and tourism. The unique culture of the country attracting people all over the world.

Lush Retail LTD

Founded in Poole, United Kingdom in 1995 by six co-founders, Mo Constantine, Mark Constantine, Rowena Bird, Helen Ambrosen, Lizz Bennett, and Paul Greeves, Lush is a privately owned company, which operates in the present time in forty-nine countries. It produces natural cosmetics like soaps, shower gels, shampoos, bath bombs, lotions, vegetarian and vegan products, the value being sustained by the ethical testing standards developed by joining Cruelty Free International. The company is not testing on animals, but on human volunteers. On Lush website ( 1995_2023 ) is the list of row products used in manufacturing. The company is proud of offering high quality standards in producing natural cosmetics, some of them being made in store for customer pleasant experience.

Theories of Business Environment

As an international business, Lush is considering extending by moving its production facilities to a foreign market, in Romania. However, to assure the success of the company in the developing country, Lush should analyse the factors that may affect the operations and activities of the business. These factors are known as the business environment, and it is necessary to evaluate their impact, before making an investment. Therefore, using theories as  PESTEL and Porter Five Forces, will provide  an evaluation of Romanian business environment. 

PESTLE Analysis

According to Whittington, Scholes et al. (2019), PESTLE analysis highlights six environmental factors: political, economical, social, technological, ecological and legal. Using this method allows the company to form an opinion about the impact on opening a business in a foreign market. Some factors are more important than others, and PESTLE analysis will help identify the risks, opportunities and challenging encountered.

Political factors
The political environment is one of the most important, as it can influence the other forces that impact the business. By entering the Romanian market, Lush should consider the political decisions involving businesses. Romania is facing un unstable political situation , because of the often switching of parties in common and several changes in government, which leads to permanent changes of rules and decision makers. However, as part European Union, Romania obliges to “ protect investors, safeguard market integrity, by establishing harmonized requirements governing the activities of authorised intermediaries  and to promote fair, transparent, efficient and integrated financial markets” ( Georgescu and Durian, n.d., p.156). Although the corruption is an issue the country is affected by,  the Romanian government implemented various anti-corruption methods, through the National Anti-Corruption Directorate. Another positive  factor is the pact between Romania and Canada, the agreement including , among other benefits, the protection for foreign investment and avoidance of double taxation ( Government of Canada, n.d.)

Economic factors
Romania still has a developing economy, with an unstable image for the investors . Although  the labour force is cheap,  and the condition for a good developing business is favourable, in long term is not trustful. The fluctuation of the exchange rate of the currency compared to euro or dollar, can positively affect the export-import companies, and negatively the internal market, registering monetary losses. However, “Romania’s efforts are focused on accelerating structural reforms and straightening institutions to further converge with the European Union” (World Bank Group, 2023). The development of the economy is set to continue, despite the “ persistent inflation, tight financing conditions and low growth in trading partners” ( European Commission, 2023). Based on the European Economic Forecast, in the second half of 2022 the private consumption raised and the investment remained strong with the support of the Recovery and Resilience Facilities and of European union Funds.

Social factors
Analysing the social environment of Romania will give Lush a good overview of the people living in this country, the attitude towards the cosmetics business, especially as the business is based on natural resources and the brand is known as cruelty free. According to Michigan State University (1994-2023) Romania is facing a demographic decline, due to emigration of educated youth and low birth rate, leading to difficulty in finding skilled workers to achieve a faster development of the moving production facilities. The labour force is also cheap, and is a positive factor for business profit, but in the same time, as the middle class is the majority of the population, the attitude to saving and spending is not favourable for the sales of the company. Lush is a hand manufacturing business and by using natural row resources increases the prices in stores.  The products are for people who prefer  natural , fresh, instead of parabens and chemicals. 
Lush is known for respecting the ethics and the fairness of a business, for leading without exploiting people, planet or animals. The concept of Corporate Social Responsibility is important in influencing company’s development and the relations with the stakeholders.

Technological factors
Research and development are essential for the economic growth.  Romania underperforms in this sector, having the lower rate among the EU states ( Iancu, 2014 ). However, the country is ” the leader in Europe and the sixth in the world , in terms of certified IT  specialists, and also hosts EU Cybersecurity Competence Centre and home to a number of international technology companies” (International Trade Administration, 2022). Lush could use this in the new till system on tablets, where any person of the stuff can become a mobile checkout for the customers to pay for their products without staying in a queue. Advertising and online selling also benefits from Romania’s high level of accessibility to information. Today, technology is a global matter, all the time improving. Digital screens, networks, telecommunications, all can ease the manufacturing, the sales, the profit of a business.  

Environmental factors
In order to move the production facilities in Romania, Lush has to adapt to the national strategies and programs “to develop toward a climate-resilient, low-carbon and green economy” (R2M Solutions, 2020). Lush( 1995 – 2023) is already a sustainer of the environment, taking measures to limit the manufacturing negative impact on the planet, by working on reducing the amount of energy used to produce, transport and sell the products; by using row materials to create self-preserving cosmetics; by encouraging the “Naked” campaign, which allows  customers to buy products with no packaging; by recycling and using recycled content for all Lush packaging; by monitoring the wated usage; by reducing the company’s carbon footprint. 

Legal factors
The legal environment is one of the most essential to consider when moving the production facilities to a foreign market. Lush should adapt to Romania’s law system, which conforms to the requirements European Union legislation, Romania being a member of EU. There is no difference in the legal treatment of local and foreign investors. 
According to Belciu, Dima et al.( 2023 ), the main laws regulating the employment relationship are: the Labour Code ( Law No. 53/2003), the law for Health and Safety at work (Law no. 319/2006), Emergency Government Ordinance ( Law No.56/2007 ) concerning the employment of foreign people in Romania, Law No. 62/2011 regarding the social dialogue. The relation between employer and employee is governed by: employment legislation; collective labour agreement; the internal regulation of the company. The law demands that in the employment contract includes: the right to minimum national wage; limit of working hours; right to pay for overtime and night work, minimum annual leave entitlement; bank holiday entitlement: the conditions under which the employment contract ends. The employers are liable to pay contributions for: healthcare, social security, unemployment, for disease and work related accidents, sick leave allowance. 
Romania has  other laws that protect the businesses :
-the competition law ( Law No. 21/1996, last amended in 2011 ), aimed to ensure a normal competitive environment, which applies to foreign entities.  
-Intellectual property: Patents can be granted by the State Office for Inventions and Trademarks ( SOIT ); trademarks; registered designs; unregistered designs; copyrights; confidential information; geographical indication.
- marketing agreements realised through agencies, distribution, franchising.
- e-commerce (Law No.365/2002) represented by electronic signatures (Law No. 455/2001) ; distance selling ( Government Ordinance No. 130/2000 ). 
- advertising (Law no. 148/2000), 
- data protection (Law no.677/2001)
- product liability which includes several factors: consumer protection, sale of goods guarantees, general safety of products, liability for defective products.
             
Porter’s Five Forces

Another theory for Lush to apply when considering moving the production facilities to Romania is Porter’s Five Forces, which allows the company to analyse the cosmetic industry competitiveness. The theory, developed by Professor Michael E. Porter in 1979, is a complete industry analyse which identifies five competitive forces and consider the company’s long-term profitability. “Porter views these forces as the micro-environment of a company, because they directly affect a company’s ability to serve its customers” (Schlegelmilch,2022). Porter’s Five Forces include (1) the threat of new entry on the market, (2) the threat of substitute products or services, (3) the bargaining power of buyers, (4) the bargaining power of suppliers, (5) the competitive rivalry.
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The threat of new entry
To enter on the Romanian market in the cosmetic industry is not easy. The barriers are high, since is a capital-intensive industry. Due to the increasing trend toward natural and ethic products, Lush has the advantage to have high brand equity, and own patents and copyrights. But the company should consider other possible barriers to enter the sector: economies of scale, where Lush should lower the cost of production; product differentiation which could be an advantage for the company, as the products are handmade and natural. Other factors that can be obstacles for a new entry are the necessary capital, investment in technology, moving facilities, distribution, services, all needed to entry a new sector, transfer costs; absolute cost advantages, due to the experimental position on the market, access to distribution, to resources, which are often controlled by the already existent competitors on the market, and government policies, which in Romania, due to the increased level of corruption, can benefit the monopolies, restricting competition through certain regulations.

The threat of substitute products or services
When the threat of substitute is high, the profitability of the company suffers, by causing a ceiling for prices.  A threat for Lush is the companies that provide similar quality of products, but at lower prices. As people are becoming more environmentally aware, there are several companies who started bringing on the market organic products with non-toxic ingredients. Even if there are substitutes for their natural handmade products, Lush is in competitive advantage through the in-store experiences offered.

The bargaining power of buyers
The main customer of Lush are women aged between eighteen and forty-five years old, professional, educated women with good sources of income, to afford the high prices of the Lush brand. Which is not a positive factor for the company to entry the Romanian market, as the population of country is a middle class one, with tendencies to save and focus more on the day-to-day spendings. There is a high competition in the industry, and because the company has more expensive prices than other brands, makes the bargaining power of buyers increase.  Although there are buyers who prefer lower prices, other customers are more aware of the ingredients of the product. Lush has the advantage of manufacturing vegetarian cosmetics and having strong ethical values and strong CSR.

The bargaining power of suppliers
Lush is committed to ethical sources which helped building long-term relationships with suppliers. Also sustains Fair Trade and Community Trade initiatives. As the company aims to maintain its integrity, the cost of switching suppliers will be high, and the choices of suppliers limited. Nevertheless, Romania is a country with a geographical position that covers all kind of landscape, therefor a large variety of natural resources. Lush is working with high quality resources, therefor the company should be careful in choosing the suppliers, because a poor-quality ingredient could lead to a negative impact on the sales, if the customers complain about the safety or the quality of the product.

Competitive rivalry
Although the cosmetic market has a significant number of competitors, Lush has the main competitive advantage of manufacturing 100% vegetarian products. Using high quality natural ingredients, and having the products hand-made, leads to higher prices, pushing a part of customers toward other companies with affordable ones. However, what makes Lush more competitive is the cruelty free policy, as the tests are not performed on animals, but on human volunteers, the in-store experience, where people can mix-and-make their own products. 

Conclusion

The cosmetic industry all over the world is focusing on going “green”, by reducing plastic pollution, by recycling, use less energy and water, and lowering the carbon emission level. Lush is opened to protect the environment and encourage others to protect the planet through own example and various campaigns. When considering moving the production facilities to the Romanian market, although the profit and success need to be assured, the value and integrity of the business should be sustained also.
[bookmark: _Hlk145081106]Even if the opportunity to succeed on the Romanian market is achievable, the business environment of the country is still unpredictable, constantly changing, so the success of the business depends on the ability to adapt to changes. Romania is a market with growing potential, a strategic location, part of the European Union and under the EU influence, despite the challenging business climate. In addition, the Lush company can risk to move the production facilities to the developing country, and take advantage of a not very well known market or can wait a couple of years more for the country to develop, and risk a higher competition in case in the future new cosmetic companies will expand.
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