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[bookmark: _Toc122592001]Introduction 
In the contemporary era of business, every industry has become crowded and highly competitive. There is a number of challenges rising across industries that are leading to creating complications for organizations (Akhmetshin, et al., 2017). The challenges like globalization, changing business environment, competitiveness, increased brand awareness, and information management is impacting businesses. Every business organizations face the issue but businesses with survival ability, effective marketing strategy, and differentiated value proposition are only able to sustain by achieving sustainable competitive advantage. In consideration of the context, this report focuses on exploring the business environment of Zara.
[bookmark: _Toc122592002]Background information about the company 
Zara is considered one of the largest fashion companies in the global market. The organization belongs to Inditex one of the largest distribution groups of fashion products (Zara, 2022). The organization belongs to Spain and it comes under the fast fashion retailing business. In 1975, Amancio Ortega and Rosalía Mera established the company. The organization’s major product categories are surrounded by shoes, accessories, clothing, beauty, swimwear, and perfumes. The business highly prioritizes its customers under the unique business model. The mission statement of the company also reflects its focus on the needs of customers. This is because the company’s mission statement is to ‘give customers what they want, and get it to them faster than anyone else’.
[bookmark: _Toc122592003]PESTLE Analysis 
Political
The organization is based in Spain which allows it to follow the rules and regulations of the European Union. The extensive trade agreements of the EU make it easy for the company to operate across the EU member nations without having a tax burden and the ability to offer low cost (Koszewska, 2018). The presence of business attractive trade policies between the EU and other countries also simplifies the business for Zara. However, it has started to face complications in the operation of the business in the UK as Brexit made separation of the UK from all the legal aspects of the EU. In the market of the UK the business of Zara has become unfavorable due to the implementation of Brexit but the case is opposite in EU.
Economic
The production of products in Zara is mostly done from the countries with the economy. For example, countries with low wages, and the high unemployment rate is targeted. It helps the company to produce products at a low cost. The major markets for production in Zara are Portugal, Spain, Mexico, and Bangladesh (Inditex, 2022). Spain has a high unemployment rate in the EU which is favorable for the company to recruit employees from its home market. In the case of Bangladesh, the country offers a huge number of employees with lost labor costs.
Social
The products in Zara are very good in quality and it is considered one of the fashionable companies. The trend of the young generation to purchase unique and high quality products is rising in society which influences business (Gazzola, et al., 2020). The trend of online business or e-commerce platforms is also in high demand and Zara has a stronghold with its web platform. It is quite favorable for the company to operate the business.
Technological
With the presence of strong financial and strategic resources, the organization is planning to incorporate big data. Big data is evident to be a significant technology for business. It can help Zara to reach a wide range of customers and appeal to them with their products. The ability to increase market based on technology is favorable for the company.
Legal 
The copyright issue is a major legal concern for Zara. The organization always focuses on the production of clothes by considering the market trend (Jha & Veeramani, 2021). It increases the chance of copyright law violation. Due to this reason, Zara has also faced the legal issue of copyright from Adidas. The legal issue is quite unfavorable for the company as it can harm business reputation of the company.
Environmental
The organization’s approach to fast fashion is a major concern as fast fashion products are not designed to last long which leads to wastage. It can have a negative impact on the reputation of Zara which is quite unfavorable for the organization.
[bookmark: _Toc122592004]Porter Five Forces 
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Figure 1: Porter Five Forces Source: (Zhao, et al., 2016)
Bargaining power of suppliers
The bargaining power of suppliers is moderate for Zara. The organization has the presence of suppliers from different locations in Asia, Africa, and Europe (Zara, 2022). Thus, the company does not require specific suppliers and it reduces the power of suppliers. However, the suppliers can also choose to operate a business with other organizations which can increase the power of suppliers.
Bargaining power of customers
The bargaining power of customers is high for Zara. This is because customers seek for latest trendy products in a competitive market. There is a risk that exists as other companies can come ahead of Zara to introduce the products (Jha & Veeramani, 2021). Along with this, the switching cost for the customers is also low which empowers the customers.
Threats of substitutes
The threats of substitutes are high for Zara. This is because the industry has several market players who differ in their offerings in terms of price, and quality. It can drag customers to alternative options. 
Threats of new entry
The threats of new entry are low for Zara. The organization operates the business with a strong reputation and market value which is difficult to occupy for a new company. 
Competitive rivalry 
The competitive rivalry in the fashion industry is high for Zara. Major competitors like H&M, Forever 21, and GAP also operates in the sector (Jha & Veeramani, 2021). Along with this, other small and medium range companies also exist across the global market. 
[bookmark: _Toc122592005]SWOT Analysis 
Strengths
The fast fashion approach allows the company to design and produce clothes earlier than others. The presence of Zara across the world with more than 2000 stores makes it the largest fashion retail business in terms of the number of stores (Zara, 2022). The organization’s supply is also quite smooth and flexible due to the strategic locations of the suppliers which allow for quick access to products.
Weaknesses
Though fast fashion is allowing the company to quickly introduce products it is also a major weakness due to the negative impact on sustainability. Along with this, suppliers from underdeveloped countries like Bangladesh, and Morocco also raise concerns regarding the ethical practice of the company (López, et al., 2022). 
Opportunities
The influencer marketing concept has been identified as the most effective promotional strategy for businesses. It is opportunistic for Zara to promote products at low cost. The Zen Z or millennials are majorly getting attracted to sustainable and ethical fashion companies in recent times (Aftab, et al., 2018). The segment of customers is holding a market share of Zara which is why the organization needs to focus on their fulfillment.
Threats
The increasing competition in the global market is a significant threat to the organization. Shein, a Chinese company has emerged in recent times. The organization offers products at low cost with massive occupancy in the online platform (Zara, 2022). Thus, the upsurge of online platforms can be a major threat to Zara as it mostly operates business through offline stores.

The use of SWOT analysis has been effective for the organization to identify the positive and negative aspects of business. However, the major advantage of the model is exploring the opportunities and threats based on internal and external environment of business. However, the disadvantage of the model is its inefficiency to explore the current external environment of business. 
[bookmark: _Toc122592006]Segmentation, targeting, and positioning of the company 
Market segmentation segregates a company into four categories which are geographic, demographic, psychographic, and behavioral segment (Dolnicar, et al., 2018). Certain factors come under each of the segment that puts customers in a particular segment. Based on geographic segment, it can be said that the customers of Zara are spread over more than 85 countries across different regions of the world. In the case of the demographic segment, the organization produces products for men, women, and kids. It has the presence of different categories of products. It reflects the versatile customer segment of Zara. However, considering the income factor, it can be said that the company’s products are primarily targeted at the high income group (Aftab, et al., 2018). In the case of psychographic segmentation, the customers looking for fashion products with high quality or premium apparel are mainly targeted. Thus, the lifestyle of customers with a high intention of spending is mainly considered. The behavioral segmentation of Zara is based on the offerings for customer retention. The organization communicates and interacts with the customers intending to repeat purchases for the quality and uniqueness of products.
Overall, the targeting Zara is focused on customers with high income and the age category of 18 to 40 years. Along with this, the fashion awareness of customers is also important for Zara to target customers. Customers who want to purchase and wear the latest trendy fashion products at the earliest are highly targeted by Zara within its capabilities. 


High Price

			Burberry				Zara, Forever 21, Gucci




High Quality
Low Quality



		Primark					Shein, Louis Vuitton, H&M



Low Price


Figure 2: Positioning Map Source: Author

The above positioning map shows the position that Zara holds in terms of the quality and price of its products. The organization offers its products at a high price and high quality. In the category, of Forever 21, Gucci is a major competitor of Zara in the global market. 
[bookmark: _Toc122592007]Marketing mix strategy of the company 
Product
The products at Zara are produced under the concept of fast fashion. The organization produces products like t-shirts, jeans, jackets, shirts, etc. The products are manufactured for men, women, and kids (Forbes, 2022). Over the year, the organization involved in designing and manufacturing new clothes. Under this approach, Zara only produces a limited number of clothes on a particular design as the organization progresses to adopt new trends in the market. The branding strategy of Zara is focused on the promise of delivering instant fashion to the customers. 
Price
The organization normally sells its products at a high price rate. However, considering the quality of products, it is claimed that the price of Zara products is quite justified in comparison to other businesses (López, et al., 2022). Although the pricing strategy of Zara falls under premium pricing the company focuses on the production of clothes at low cost which allows for minimizing the sale price. 
Place
Zara’s business channel is dependent on both online and offline platforms. Under the offline mode of business, Zara focuses on operating business through stores. Based on its premium pricing and target of high income customer groups, its stores of Zara are mostly located in major cities across the world. Along with this, the website and mobile application are also the places where Zara has its presence. 
Promotion
The marketing or promotion strategy of Zara is focused on making a minimum investment. For this purpose, the organization does not use any traditional channel of marketing like TV ads where the investment is high (Anwar, 2017). Instead, the organization focuses on the use of social media as a new tool for business promotion. It allows for informing and interacting with its 30 million followers. The investment is quite low in the platform as the company uses the platform to inform important information customers. 
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Figure 3: Ansoff Matrix Source: (Khajezadeh, et al., 2019)
In order to recommend future marketing strategies, the Ansoff Matrix can be considered here. The model is based on markets and products. Under the model, it is recommended that Zara should focus on the adoption of a product development strategy. The strategy is about the development of new products in the existing market. The organization has a presence in 88 countries with high potential which eliminates its scope of expansion to a new country with opportunity (Zara, 2022). While adoption of sustainability is a major concern and weakness of Zara. In this regard, Zara should focus on the incorporation of sustainable production under the new product development approach in the existing market. The organization can develop a new segment of business where they would focus on recycling materials and reduction of wastage. It would allow the company to increase the attention of Zen Z and millennials to occupy a large segment of the customer base. The business reputation would also be improved with the approach Zara.
[bookmark: _Toc122592009]Conclusion 
This report has focused on doing a business environment analysis of Zara. For this purpose, the external and internal business environment of Zara has been analyzed. It is concluded that Zara has a strong presence in the global fashion market. It is one of the few companies with a widespread presence across the globe. The external business environment of Zara is quite mixed with positive and negative aspects. The political scenario and economic factors influence Zara to operate a business with low tariffs and low production costs. However, copyright is a significant legal issue for the company. The presence of businesses across the globe is a key strength of Zara. While the incorporation of big data can help the company to improve its efficiency. It is also recommended that the company should focus on adopting a product development strategy to consider a sustainable approach in its business. 
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