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[bookmark: _Toc214187803] Introduction
The aim of this report is to critically examine and analyse the strategic position and strategic development of Patagonia. Using analytical tools for microenvironment analysis specifically the use of PESTLE, SWOT and Porters five forces. PESTLE analysis along with Porters five forces and SWOT are tools used assess the business environment through internal and external factors leading to opportunities to mitigate any risks leading to developing coping strategies, (Texila American University, 2023).
Through this process identifying the changing nature of the business to formulate new strategies and adjusting aims and mission statement.
Yvon Chouinard an avid rock climber unintentionally became an entrepreneur using his love for outdoor pursuits he created accessories to sell out of the boot of his car; with such popularity and passion he created the magazine Patagonia. Fifty years ago, he founded the clothing line Patagonia and his “Lifelong mission to integrate business with environmental consciousness”, (King, C., 2024). After fifty years in business in 2022 Patagonia updated their core values, Quality, Integrity, Environmentalism, justice and not bound by justice each reflecting on where they want to be in the next fifty years, (Patagonian, 2025). 

[bookmark: _Toc214187804]Macro Environment Analysis
 
Strategic analysis is a vital tool for assessing an organisations position at a specific moment in time, (Papulova & Gazova, 2016). Whole the macro environment lies beyond the organisations control it remains essential to evaluate external factors to foresee any potential challenges. Examining these influences can better prepare for emerging risks and adapt their strategies accordingly.  analyse these strategies the use of PESTLE and Porters five forces. The use of the PESTLE analysis is used within business to identify the key risk factors that are used to increase the strategic position of a business through Political, Economic, Social, Technological, Legal and Environmental analysis (Marmol, et al, 2015). 
[bookmark: _Toc214187805]Political

Patagonia is based in Canada, as of April 2025 is under new government since the Federal Election with a similar infrastructure of Government as the United Kingdom, (Royal Bank of Canada, 2025) (Threat 5). As with all new political party change over there is instability and it's suggested that a country with instability spends less and saves more, however there is also added pressure from America with regards to trade deals. As with much of the world President Trump has been negotiating trade deals within imports into the United States of America, however according to a statement issued by the Prime Minister of Canada, (2025) states, “, the actual U.S. average tariff rate on Canadian goods is 5.6% and remains the lowest among all its trading partners, and more than 85% of Canada-U.S. trade is now tariff-free" (Threat 6). Although an official statement is recognised as valid there are still many conflicting reports of increases in Tariffs from various sources. Regardless on the truth behind varied reports it is inevitable that tax increase will be used to compensate any shortfall in finances, leaving Patagonia with higher costs leading to a lower profit margin. (Threat 7)
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The cost-of-living crisis has affected much of the world with Canada not avoiding this, according to Trading Economic, (Threat 8) (2025), the inflation rate has risen to 2.5% in September 2025 the second highest this year. The increasing food costs are adheringly contributing to the lower household disposable income directly affecting Patagonia’s position as a higher end retailer. However, Patagonia's focus on durability and sustainability can be beneficial as appealing to the sustainable conscious consumer. (Opportunity 7)
Russian – Ukrainian war has directly impacted Canada through oil prices increasing with annual imports from Russia leading to rising gas prices while also weakening the Canadian dollar due to the conflict, (Mbah & Wasum, 2022) (Threat 9). This has led to investment uncertainty leading to businesses being hesitant to engage in any financial activities. Patagonia will need to source any financial assistance to avoid being dependent on high-interest rate loans. (Threat 9)
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Immigration is the number one factor contributing to the diversification of the demographic of an area. While Canada has always been renowned for strongly supporting immigration it is suggested that by late 2025 there were over 300,000 Ukrainians had immigrated due to the conflict between Russia, (Threat 9) (Abu-Laban, et al ,2022). Reshaping customer values, labour markets, and expectations aligns with Patagonia's ethics and commitment to fair labour by supporting refugee integration can foster loyalty among those ethical consumers (Opportunity 8). This however can have an adverse effect as seen in Toronto September 2025 between anti and pro-immigration protests, (CTV News, 2025).
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Machinery has contributed to the efficiency of Patagonia’s manufacturing efficiency since the 1970’s, with the business being named Brand Keys most innovative tech brands, (Marketing Dive, 2019). Innovation in all aspects from raw materials, product design, sourcing, manufacturing process, distribution, and product life extension align with the core values set out and are ever evolving to be ahead of innovative technology, (Opportunity 9)(Shourkaei, et al, 2023). 
Data analytics has become an integral part of marketing along with the use of the internet and social media it lends itself to create a presence on platforms reaching an increased geographical location of consumers, (Alvarez, S. 2023). Reviewing consumer preferences, Patagonia have an opportunity to target consumers who follow their ethics and values while decreasing marketing costs.
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While Patagonia is based in Canada there are offices in several countries United States, Netherlands, Japan, South Korea, Australia, Chile, and Argentina each country having its own legal requirements. Every country has labour laws however the strength and enforcement of these laws vary widely.(Threat 5) However, policies set out in the statement on forced labour, modern slavery, and child labour set out standards that any associated party must adhere too by means of audits before entering relationships, at finished goods factories, raw material locations,(Opportunity) (Patagonia, 2025). Continuous auditing set out at a higher standard that is required is beneficial however the need to update policies as the industry and laws adapt will continue at putting Patagonia at a higher standing. 
E-Commerce shopping is the main source of income for Patagonia, providing legal obligations as a business. Although Data Protection is mandatory in settings such as the United Kingdom with the Data Protection Act 2018 (Gov, 2025) it is not a universally applicable law outside of the European Union. However global effort to protect personal data with individual Acts such as the California Consumer Privacy Act (State of California department of justice, 2024), transitioning and maintain obligations with regards to area of business is essential to avoid any breeches or prosecutions.  
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The core foundation of what Patagonia stands for is led by environmental issues and reactions to prevention in their carbon footprint. Eighty-seven percent of discarded textiles end up in landfill, (Moazzem, S, et al, 2021), meanwhile Patagonia is trying to eradicate this by offering clothing repair initiative promoting circular economy principles, (Opportunities 2) (Circle Economy Foundation, 2024). 
Natural disasters such as wildfires, flooding and hurricanes can lead to catastrophic consequences for any business, road blockages leading to transportation issues, damaged buildings with damage to manufacturing facilities and damaged stock. (Threat 10) 

                                                                            Porters Five Forces

[bookmark: _Toc214187811]Bargaining power of suppliers

High – Targeting a niche market with sustainable and ethical clothing (Threat 1,2 & Opportunity1,2) such as Patagonia gives suppliers of raw materials an advantage with the higher the demand the higher the power they possess (Threat 3). To maintain the core values and quality attached to the brand name the importance of sourcing the correct raw materials is essential to their success. Shourkai, M, et al, (2023) argues that Patagonia must maintain ethical and environmental standards through already existing suppliers due to the difficulty of creating a relationship and trust with new suppliers to meet their standards. The study emphasises the supply chain as a balance of material relation and discursive work reinforcing the importance of the relationship in sustaining brand value. 
High – Limited suppliers lead to the ability to choose fees to charge. (Threat3) Selecting suppliers as demonstrated by Phan Ha, N, et al (2024) with sustainable criteria is “complex” giving suppliers more bargaining power, while Imran MTI, et al, (2024) argues that since the global pandemic supplier bargaining power has increased due to scarce sustainable raw materials.
Threats of substitutes 

High – With the brands on the high street offering large selections of clothing at reasonable prices there is fierce competition, (Threat3 & Opportunity 3) as a consumer the choice with regards to brand loyalty will come from their values and affordability. (Opportunity 3). Fash fashion is responsible for an expediential rise in landfill it also creates fierce competition, sustainable brands rely on consumers ethical choices as substitutes are cheaper and more widely available, (Bonelli, F, et al, 2024). Key competitors such as North Face and Columbia combine global reach, affordability and sustainability initiatives to build brand loyalty, (Agliatia, T, 2024), (Columbia, 2024).

[bookmark: _Toc214187813]Bargaining power of buyers

High – Large competition base is intensified by the rise of brands through e-commerce shopping offering access to a large range of products and the ability to customise clothing to individuals' unique style. Continuous and innovative marketing campaigns amplify this threat capturing attention from consumers especially those who are influenced by social media platforms. (Threat 3)
High – The use of e-commerce and marketing provide Patagonia a platform to reinforce brand loyalty by selling telling reinforcing their values around ethics and sustainability. (Opportunity 3). Authentic clear communication of long-term product value and sustainability commitments benefits Patagonia whose consumer demographic are willing to pay a higher cost for durability, repair service and environmental activism, (Gazzola, P, 2020).

[bookmark: _Toc214187814]Threat of new entrants

Low – Entry costs into the market with capital, recruitment, and regulations with high entry cost. (Opportunity 4). Although initial entry costs into the sustainable fashion industry are extremely high it is suggested by Petzold, et al, (2023) that digitalisation can bring disruption through alliance portfolios and gain resources to challenge existing established retailers.
Low – Brand reputation is hard to generate with so much competition in the market.  (Opportunity 5). Patagonia have successfully made themselves the brand of choice for outdoor enthusiasts, eco – conscious consumers, adventurers and travellers and socially responsible consumers, to compete with loyalty would take a long time.

[bookmark: _Toc214187815]Competitive rivalry

High – Industry growth is high with the popularity of value clothing chains such as Primark. High street domination of such brands intensifies rivalry with affordable fashion; this offers Patagonia an opportunity to stand out competing on value, durability and environmental issues.  (Opportunity 6)
High – Similar outdoor clothing ranges at a lower cost with the likes of Trespass and sustainable outdoor clothing such as Animal. These brands provide functional and reasonably priced items however the quality and durability create a throw away and replace culture which is Patagonia's mission to eradicate. (Threat 4).
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Patagonia’s focus on the environmental impact raw materials is sourced is the footprint of the values that they hold, with 70% of cotton seeds in America are genetically modified and are treated with fungicides and pesticides the only option is to source organic cotton reducing the sourcing pool, (Strength 1) (Pongtratic, M, 2007). According to The Textile Exchange, (2022) there are twenty-one countries producing organic cotton in 2021, this is beneficial to Patagonia as it extends its sourcing pool (Strength 2). Along with this there is a focus to source materials responsibly and transparently decreasing any environmental impact from production and manufacturing (Strength 3). Analysing suppliers with compliance is a consistent process through the supply chain environmental impact program which measures numerous environmental impacts at facilities, (Strength 4) (Patagonia, 2025).
[bookmark: _Toc214187820]Operations

Outsourcing all manufacturing to its sixty-one factories the company has security of compliance with its environmentally sustainable standards, (Shenata Nakhil, S, 2024). With seventy retail stores worldwide Patagonia have two distribution centres that receive finished goods and ship out to the stores, (Weakness 1) (Petrie, K, E, 2020).
[bookmark: _Toc214187821]Outbound logistics

With various transportation channels for distribution of raw and final products and goods transportation and shipping are efficient with a limited carbon footprint avoiding air shipping, (Strength 5 & Weakness 2) (Kammen, et al, 2018)
[bookmark: _Toc214187822]Marketing and Sales

The marketing strategy focuses on over consumption, conscious consumers, and environmental issues through authentic storytelling. With only one percent of their revenue spend on marketing purpose driven marketing challenging traditional retail approaches with campaigns such as “Don’t buy this jacket,” (Latterly, 2025) (Weakness 3).  
[bookmark: _Toc214187823]Service

Longevity of products with repairing is a service that is provided by Patagonia to avoid clothing ending up in landfill (Strength 6). Along with the marketing of an emotional connection to an item is used to promote the saving of clothing for the next generation, (Michel, GM, et al, 2019).
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	High Power High Interest

· The business
· Owners
· Customers
	Low Power High Interest

· Fair labour association 
· Fair Trade 
· Competitors 
· Activist group
· Managers 
· Employees
· Consumers

	High Power Low Interest

· Suppliers
· Financial associates 
· Unions 

	Low Power Low Interest

· Government
· Political Groups
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(Mendelow, A. L. 1991) 
High power and high interest stakeholders such as the business, its owners and customers are a crital group to manage they hold significant influence over outcomes and are deeply invested in the success of Patagonia. Ensuring that the strategic direction balances stakeholders needs while the owners require full involvement and reassurance that designs align with their vision and values. For Patagonia Yvon Chouinard and the leadership team have been consistent in the direction of the company's strategy towards environmental and sustainable designs requiring that every product aligns with their vision of responsible business. The business must balance these values with operational needs ensuring profitability while maintaining its reputation as an environmentally friendly business, (Tan, K, H, 2024). Meanwhile the customers have collective power through purchasing choices and loyalty rewarding transparency and sustainable initiatives. Together these stakeholders demand engagement, communication and delivery of values, (Kaur, M, et al, 2025).
These stakeholders who have high power and low interest have significant influence over Patagonia but are not deeply invested in the outcomes, however they can affect operations but do not require constant involvement. Suppliers, financial associates and unions hold significant influence over Patagonia. Suppliers are critical at maintaining ethically sourced and suitable materials while financial associates ensure stability through capital and investments. Pressure from Unions safeguard employees if standards decline, they can be satisfied through transparent communication, compliance and performance neglecting them could result in damage to reputation, (Schillmann, C. 2019). 
Highlighting the needs and influence of key groups a mission statement needs to directly respond to these priorities by committing to transparency, sustainability and ethical practices that satisfy owners, engage customer and maintain strong relationships with supplier and financial partners.
Suggested Mission statement, vision statement and company values.
Mission statement - “To provide ethically sourced high quality outdoor clothing that empowers consumers to explore responsible consumption”
Vision statement - “To be the leading example of responsible business, sharing innovation to tackle climate change”
Core Values - 
· Sustainability
· Transparency
· Innovation
· Respect for the outdoors.
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Using an analysis of value resource view the aim is to identify any resources available, what the capabilities are, any redundant capabilities through VRIO.
Value
· Patagonia's brand reputation and ethical standards.
· Initiatives like the product lifecycle initiative extending products, reducing waste while appealing sustainable conscious consumers.
· Durable and high-performance clothing.

Rarity
· Very few competitors integrate sustainability into their mission and core values.
· Focus on commitment to circular economy.
· Premium products with a sustainable focus.
· Investment of profits into environmental causes.

Inimitability 
· Viewed as an authentic business built over decades reinforced by the transferred ownership to the Patagonia purpose trust with the purpose of profits fund climate action.
· Supply chain is deeply imbedded into the core values of production with high standards of quality control.
· Unique ownership structure.

Organisational report
· Operations and marketing align with the focus of sustainability.
· Investments in research and development to educate consumers on repairing and reusing textiles.
· Supply chain and quality control is governed by Patagonia up to high standards of ethical sourcing and sustainability.

Patagonia is a leader in ethical and sustainable supplier of outdoor clothing and equipment with a unique structure blending sustainability, activism and governance.
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	Threats

1. Niche Market
2. Sustainable clothing
3. Large Competition
4. Similar companies offering sustainable clothing at a lower cost.
5. New Governments can lead to new laws.
6. High rates with America leading to less disposable income.
7. High APR rates on lending.
8. Cost of living crisis with less disposable income.
9. High immigration with the Ukraine war leading to the weakening of the Canadian Doller.
10. Natural disasters due to climate change.
	Opportunities

1. Niche Market
2. Sustainable clothing
3. Brand loyalty
4. High entry cost into market little to no new competitors.
5. Already a loyal customer base
6. High industry growth.
7. Sustainability and durability appealing to conscious consumers.
8. Fair labour for refugees.
9. Highly innovative with raw materials.
10. High standards of material sourcing.
11. Trying to promote a circular economy.
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1. Focus on environmentally sourcing raw materials.
2. Large sourcing pool.
3. Transparency of sourcing raw materials.
4. Compliance of suppliers through analysis.
5. Efficient transportation.
6. Longevity of products.
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1. Only two distribution centres.
2. Higher costs of fuel for ground transportation can affect profit margin.
3. Focusing on reusing products can lead to no new sales.



The SWOT analysis demonstrates Patagonia's strengths are based on their sustainability goals with strengths focusing on ethical sourcing of raw materials, transparency of sourcing and product longevity which align closely with the opportunities in the external environment. These capabilities provide Patagonia a strong foundation to pursue strategies that reinforce its brand reputation regarding sustainability and resilience. However, strengths must be matched by the ability to continuously adapt to shifting customers' expectations and external pressures, underscoring the importance of organisational flexibility in sustaining their competitive advantage.
Opportunities such as innovation in raw materials, fair labour and promoting a circular economy align with Patagonia's mission and values. They also reflect the demand for ethical and durable products by the more ethical and environmental focused consumer. Pursuing these opportunities becomes a balancing act; while focusing repairing and reusing products reduces the environmental impact it may also reduce new product sales. Strategic management will be required to manage strategically the balance of sustainability and profitability. 
Threats such as the cost-of-living crisis, economic uncertainty and competition from lower cost sustainable brands highlighting the vulnerability of premium pricing. To mitigate affordability concerns Patagonia needs to stress the long-term value of its products focusing on the durability and repair initiative as a practical solution. Addressing operational weaknesses such as limited distribution centres and high transportation costs to ensure resilience against global disruptions, Investments in greener logistics and infrastructure will strengthen operational efficiency and sustainability. 
External factors pose risks that cannot be fully controlled by Patagonia, with their sustainable stance and transparent supply chain reporting can maintain trust through reputation. Practical measures to safeguard supply chain and diversify markets demands the ability to adapt to unpredictable issues, illustrating the complexity of balancing sustainability and corporate strategy.

Recommendations
Recommendations for Patagonia strategies for resilience and prosperity would be focused on five factors, develop adaptive management practices to strengthen organisations target market, continuing promoting repair and reuse programs but balance sustainability with profit, communication and education to consumers on the long-term value of products, and invest in research to accelerate lower cost sustainable raw materials that can be used in the circular economy.  
Development of adaptive management practices through supply chain innovation by experimenting with new sustainable materials, and custom engagement by offering customised options of standard products. Nike with their “Nike by you” concept along with other sports and outdoor clothing brands offer customers a standard product that can be added to with colour choices and personalisation, (Meegada, M, 2025). In a competitive market can help by offering a unique customer experience expanding their market segmentation. Promoting the repair and resuse program and linking it customisation for cost with unique publicity can benefit the sustainable goals towards a circular economy while appeal to fashion conscious consumers, although this concept has not been trailed within another business it would align with the ethos of Patagonia. Communication and education can be explored through both previous processes mentioned with promotion of the long-term value, not only expanding their current market share but extending it. 
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