




The Global Business Environment
Module ID: LCCB4005
 THE MAJOR FACTORS THAT HAVE IMPACTED THE FASHION INDUSTRY IN THE WAKE OF THE PANDEMIC
Valentin Daniel Susanu 2019937

Table of Contents
Introduction	2
The need for international trade and commercial operations	2
The effect of the pandemic on the global business environment	2
Discussion	3
The effect of the pandemic on the fashion industry	3
PESTEL Analysis	4
SWOT Analysis	7
Porter’s Five Forces Analysis	8
Zara’s strategies for coping with the after-effects of the pandemic (The Lean Business Model)	9
Conclusion	10
References	11



[bookmark: _Toc69914759]Introduction
[bookmark: _Toc69914760]The need for international trade and commercial operations
According to Chupanov, (2018), Companies have grown more dependent on their international markets than on the domestic ones. This is the reason that global markets pose a greater chance of success and securing advantageous positions in the business market. Overseas trade is a proven way to gain profitable revenues for companies and businesses and provides a greater economic advantage. A wide range of feedback from diverse customers also enables the brands to create innovative products and involve innovation in their services which also increases the newness index of the companies. International trade is a great way to provide further opportunities for growth (relivingmbadays, 2021). 
The world is constantly changing and if possible, at a faster pace in recent times. With globalization on our heels and a seamless network to connect to the whole world and the spread of innovative ideas and thoughts, the business world is getting more advanced than ever before. In such times, international business is a necessity.
[bookmark: _Toc69914761]The effect of the pandemic on the global business environment
Combining this with constantly changing demographics, the growth of uncertainty after the pandemic, and immense technological advancement, the world has become a big business mess.
As the world was engulfed with the fear of the pandemic affecting the health of millions, businesses did not lie far away from the clutches of the pandemic. Global businesses witnessed and suffered the greatest shocks of all time denoting the biggest fall of even the most established business setups within the realm of global business. The pandemic had such a devastating effect on economies that people and businesses, in particular, are still reeling from the after-effects (BBC News, 2021).
The pandemic has created immense challenges for the growth of international and domestic business and people are more lost than ever. With deliveries ceased due to the strenuous and strict lockdown measures, even online businesses suffered plenty and are still trying to recover from the massive blow that was the pandemic.
Long-standing economies were destroyed and rendered the business world static (Maital and Barzani, 2020).
As per Ozili and Arun, (2020), the impact of the pandemic has made businesses realize that traditional methods for business and expanding their roots internationally is most importantly a slow and ineffective process and they need to develop and adapt to humongous changes and a changing business environment to cater to the immediate and dire needs of the global business world.
The following report shall conduct a PESTEL, SWOT, and Porter’s Five Forces Analysis to explain the factors that vastly affected the fashion industry after the pandemic and to propose the list of challenges and opportunities that it presented. The case study taken for assessment and analysis is Zara, one of the most impactful and successful names in the world of fashion.
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With so many industries being negatively and immensely affected by the pandemic, it would be surprising and shocking if the fashion industry did not find it amongst the mess created by the pandemic in the marketing world. With the shutdown of the manufacturing plants, the retailer stores, and cancelled events, the coronavirus pandemic affected the livelihoods of many. With people barred from stepping out amidst the pandemic and lockdown rituals and the inability of access to retail stores and online deliveries, the pandemic hit the fashion industry hard. People mostly staying at home did not find it necessary to invest in formal clothing or apparel for occasions and events which also ceased due to the pandemic. Also, the economic instability and lack of sources to gain daily income, most people found it unnecessary to spend on clothing and fashion when chances of famine and lack of food were high.
There have been drastic impacts on the fashion industry where people no longer find it necessary to purchase clothes and outfits on a regular basis leading to the permanent shut down of department stores and some brands. This has also paved the way for immense economic situations and cash flow. It means that the global economy in relation to the fashion world has been severely hampered and will take a longer time to launch back to business (Carlsson-Szlezaket al., 2020).
As stated by Brydges and Hanlon, (2020), however, most fashion brands turned to digital sources and invested themselves in expanding their online business and shaping the trend of sustainable fashion to survive and thrive. Blinded by style and the glamour of the fashion world, fashion brands and industries were completely aloof and detached from the troubling issue of the world. The pandemic has however changed that notion and brought all the industries into a collective mess. Turning to digital platforms to manage their sales and earn a profit, fashion brands have learned lessons for a lifetime after the pandemic (Hiscottet al., 2020).
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POLITICAL
	
According to Rizvanolli, (2020), policies on foreign trade have changed and the strong imposition in taxes has made the sales of Zara a rather critical affair. The pandemic has caused governments to impose strict taxation on import which has rather slowed down the growth of the company in sales.
	
The imbalance in trade and commerce and the changed regulations on online commerce have posed a risk to the high sales of Zara.
However, the online platform for Zara sales should be efficiently managed to recover profitability.

	
ECONOMICAL
	
According to Brydges and Hanlon, (2020), people are focused on buying necessities that have rendered the fashion industry dormant. They are still trying to recover from the pandemic’s aftereffects which have made the fashion industry step back in the area of finance and profit. 
	
The loss of profit has further hampered the business of Zara probably for the future. It will take time and patience for Zara to come back to business.
Higher taxation in some countries can cause Zara to increase its prices which would directly affect its profitability.
However, Zara can introduce some reforms in its pricing strategy for boosting its sales.

	

SOCIAL
	

The pandemic has made people sit back and think about the most necessary and vital things in life. The strict lockdown measures eliminated the need for the frequent purchase of formal clothing which also slowed down the sales of Zara.
However, by studying the preferences and the social nuances of the market, Zara can produce as per the demographic needs of people and can thus earn more customer preference and sales.
	

People are gradually becoming inclined to do business with Zara because of its role during the pandemic. Huge donations and philanthropy have made the brand earn a positive and zealous social image thus earning it the reliability of the customers.

	
TECHNOLOGICAL
	
The rising dependency on online platforms for sale has given new dimensions to the business of the company.
However, the retail outlets are still very much popular among certain customers.
	
As per Brydges and Hanlon, the industry has turned towards sustainable production of clothing which has forced Zara to step up its game.
However, large efforts are needed to introduce sustainable innovations in their products.

	
ENVIRONMENTAL
	
The rise of ethically-minded customers has made the company ponder over introducing sustainable and environment-friendly products.
However, its efforts in making clothes from sustainable fabrics and materials can make the company ahead in its sustainable strategies(the Guardian, 2021).
	
The stores being shaped and streamlined in a way to incorporate environmental practices and reduce the generation of waste has earned the company huge recognition after the pandemic because more people are inclined in purchasing from brands that are ethical. 

	
LEGAL
	
The compliance with political impositions after the pandemic and the taxation policies on online retailing can land the company in legal issues.
	
Making sure that its labours and employees are well-cared and provided after the pandemic is a major area where the company needs to invest on or else it could face backlash from the labour unions and the government.



TABLE 1: PESTEL ANALYSIS
(Source-Carlsson-Szlezaket al., 2020)
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	STRENGTHS
	WEAKNESSES
	OPPORTUNITIES
	THREATS

	
As per Duoyan, (2021), Zara is more affordable than other big fashion labels which is definitely an advantageous factor for the company. After the pandemic when people step into the fashion industry, they shall prefer Zara over other fashion brands due to its pricing.
However, its economic pricing can make the company take a longer time to recover from its financial loss during the pandemic.
	
The shut-down of the retail stores of Zara posed an immense blow to the economic stability of the country and customers are discouraged to shop for fashion accessories after the pandemic.
However, its philanthropic donations and volunteerism is perceived positively and can be used to their economic advantage. People associate more with brands that show responsibility towards society. Also, it can upgrade its online game to recover from a financial crisis.
	
As per Black, (2020), Zara has immense chances of growth and recovery if it introduces sustainable and feasible fashion and produces them in the same way.
However, this will require a great deal of innovation and price management to implement.
	
The better techniques in digital marketing and promotion used by different clothing brands can make the company lag behind in online sales and pose a threat to the company.
However, promotional strategies could be used to attract more customers, and pricing strategies should be able to make customers more willing to commit to business with the company.



TABLE 2: SWOT ANALYSIS
(Source- Black, 2020)
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	POWER OF BUYERS
(HIGH)
	POWER OF SUPPLIERS
(MODERATE)
	THREAT OF NEW ENTRANTS
(LOW)
	THREAT OF SUBSTITUTION
(LOW)
	COMPETITIVE RIVALRY
(HIGH)

	
As per KAPUSTINA, AGABABAEV, DREGALEV, (2020), the pandemic has caused a decline in sales due to the lack of business and commerce all over the world which also affected them individually.
This has made the customers choose their fashion brands wisely after the assessment of the pricing of different fashion companies.
	
The pandemic has made the supply of raw materials difficult and the company desperately needs resources for production. This can make the suppliers negotiate in terms of prices and gives them a high advantage and power. 
	
Capital investment after the pandemic has been a problematic affair and new companies are finding it difficult to gain enough investment to launch their products and brands. Hence, the threat of new entrants in the clothing industry is low.
However, with economic pricing strategies, brands can still displace the biggest fashion brands to enter the market.
	
With its focus on sustainable strategies and its flourishing social image, Zara has a very low threat of being substituted anytime soon. When services resume and the markets start functioning again, Zara can regain its lost glory and economic stability.

	
As per NiederleytnerEncriso, (2018), H&M gives high competition to Zara and has been reported to manage its sales better. This poses a great competitive rivalry to Zara and makes it vulnerable to economic decline.



TABLE 3: PORTER’S FIVE FORCES ANALYSIS
(Source-Brujil, 2018)
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As per Aftabet al., (2018), Zara had assessed the marketing environment sooner than expected which is why it was able to recover from and manage the impacts of the marketing industry after the pandemic. Its implementation of the adaptable or lean business model has helped it great to deal with the after-effects of the pandemic better. It has rapidly adapted to the changing marketing environment due to the pandemic and engrosses itself in improving its position on online platforms. Sustainable strategies promoting the use of eco-friendly products to create clothing and philanthropic efforts earned the company huge recognition which helped the customers develop an emotional connection with the brand. This helped it in earning more business with ethical customers and deeply affected its sales amidst the pandemic.
It reduced 19 percent of its stock-in-trade through flexible agreements of purchase. This greatly helped the company to stay afloat during the economic crises and helped it survive. Also, it tried extensively to cut down on the cost of operation and manufactures helping it save a large amount of investment. The volume of production was reduced to avoid wastage of resources and products thus helping the company to stay entrepreneurially successful and balanced during and after the pandemic (Fashion Capital, 2021). 
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Conclusion
It can thus be concluded that Zara faces a lot of threats from both external and internal factors in the face of the pandemic which can ruin its economic stability. However, with some progress, innovation, and digital strategies, it can cope with its losses better than before and can eliminate the factor of its extinction.
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