[image: C:\Users\samantha.birdsell\AppData\Local\Microsoft\Windows\INetCache\Content.MSO\5FEB1F47.tmp]
[image: A black background with grey leaves

Description automatically generated]
GLOBAL BUSINESS CHALLENGES
ZARA
[image: A grey logo on a black background

Description automatically generated]
UNIVERSITY OF WALES TRINITY SAINT DAVID
     

Student Name: Madalina Nagy
Student ID: 2019619
Module Code: BMMB7006
Module name: Global Business Challenges

Lecturer: Mrs Marie Pitson






[bookmark: _Toc171685080]Executive Summary

Global business has different challenges which an organisation needs to consider while expanding or working at different locations in the world.  In this report, ZARA had been considered to analyse the business environment with the help of both internal and external assessment. This is done through SWOT analysis, Porter’s five forces and PESTEL analysis. From the analysis, it is found that ZARA has strengths like significant presence and decision making based on data which help it to beat the competition which is there in the fashion or fast fashion industry (Caro and de Tejada Cuenca, 2023). 
The fast fashion company, ZARA has an opportunity to explore new markets. Also, by accepting the online channels, the company broadened its consumer base, entered new markets, and raised its sales potential.   Along with this, the company has positioned itself in such a way that the young people are inclined towards it as found from the discussion in the report. At last, it is recommended that ZARA should consider using Artificial Intelligence to meet the threat related to price wars and increase in labour costs (Duoyan, 2021). 
ZARA is the most famous organisation in the fast fashion industry of the world; this organisation applies a high level of business strategy which includes rapid response manufacturing (Song, 2021). As the IT system guarantees the timely availability of products in the market, ZARA can quickly adapt to fashion trends and provide the best results in an industry environment marked by high opposition. Hence, while assessing ZARA based on the PESTEL framework, SWOT analysis and Porter’s Five Forces factors, the following suggestions for the company's position in the competitive environment can be obtained.
 Porter’s Five Forces model also shows that there are key forces that affect ZARA, political risk, economic risk, technological risk, ecological risk and the risk of regulation. Currently, some challenges have affected ZARA, for instance, supply chain interruptions as well as high costs of labour Nonetheless, by being strategic in acceptance of advancement in technology in its strategy, customer experience improvement, and geographical market expansion the firm is still expanding (Gabrovšek, n.d.). Also, ZARA maintains the sustainability and ethics of its operations, which will improve the company’s image even more and ensure its solid growth in the continuously developing section of the clothing industry.
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[bookmark: _Toc169880929][bookmark: _Toc171685081]Introduction

Global Business is termed as a business which operates around the globe. In Global Business there are different aspects that need to be considered which can be studied through different models. In order to understand the same, ZARA is the company which will be discussed in the report as it is operating in a global environment. ZARA is one of the fastest-growing fashion retail companies, famous for its ability to quickly adapt to the latest trends and bring them to the customer at a low cost. Also, it has recently transformed its retailing strategies by quickly responding to new trends and has also adapted itself to the global market-oriented views.  ZARA was established in 1975 in Spain (Song, 2021). Therefore, the assessment of the competitiveness of ZARA’s competitors involves the use of political, economic, social, technological, environmental, and legislative factors. Analysing the strengths and weaknesses of ZARA and its operating environment by using tools like PESTEL, SWOT, and Porter’s Five Forces will help in understanding the strategic issues of the organisation within the developing global economy and buyer requirements. The supply chain management used by ZARA is highly strategic and flexible and attached to its use of big data technology the firm has the competitive edge that is required in the current economy (Li, et. al., 2024). ZARA operates in many countries of the world, so it experiences such risks as political exposures or uncertainties, fluctuations in the global economy, and changes in people’s preferences (Gulcebi et. al., 2021). Another factor that adds to the strength of this brand is the fact that it is technologically fixed and environmentally and socially complex. However, some problems such as the breakdown of the supply chain and increased cost of labour in the areas of production are threats. 
The strategic concentration on rapid markdowns of its collection and supply chain preparation makes ZARA an organisation capable of delivering some of the trends and transforming them into fashionable and reasonably priced merchandise, which is available in stores a few weeks after the show. This strategy not only meets the needs of a variety of customers in the ready-to-wear market, but it also positions ZARA as an organisation that competes strongly in fashion trend identification in the world (Jones and Sherman, 2020). In addition, ZARA has risen to the top of companies that have embraced healthy digital technologies that shall enhance approaches to stock reduction and client satisfaction. While expanding its network over more than 96 countries (Feiglová, 2019), ZARA has adopted the policy of sustainable development, and respect for individuals and the social environment while the firm maintains its market dominance in the fast-moving fashion industry. Further, with respect to current position of the company the analysis will be made in this report, along with the future outlook. Moreover, micro-economic decision and changes from the decision will also be considered in the report to better understand the strategic movements of the company. At last, recommendation will be made to the company with respect to the improvements which ZARA should made to maintain its competitiveness and authenticity.

[bookmark: _Toc171685082][bookmark: _Toc169880930]Main Findings
[bookmark: _Toc171685083]Assessment of competitive market
There are different models which are used for analysing the competitive market of any company and so is Zara in this case. PESTEL, SWOT and Porter’s Five Forces are the models that will be used in this section to analyse the competitive market of Zara (Aziri and Ismaili, 2020). PESTEL helps examine the political, economic, technological, environmental, and legal factors that can affect the organisation’s external environment. It is used to recognize the opportunities and threats that are utilized in a SWOT analysis. 
[bookmark: _Toc169880931][bookmark: _Toc171685084]PESTEL
[bookmark: _Toc169880932][bookmark: _Toc171685085]Political factors
Government policies: policies of the government having a direct influence on the business of ZARA. Evaluation of the laws of taxes can impact the profitability of the company, while new rules and regulations can implement restrictions that can affect its operations (Le, 2020). Zara effectively monitors the policies of government in its operating nation to accept any evaluation that can affect its operation. 
Different country has different rules and regulations, which can become barriers to the organisation as it costs high for an organisation to fulfil the requirements of the government (Horváth, and Szabó, 2019). 
UK exports are lower than imports it goes into a trade deficit. Zara has recorded a significant drop in its profit in the UK (Steinberg, 2019). 
One of the foremost effects of Brexit on the Zara of the UK is lower EU restrictions. Zara in the nation can freely trade with markets that are not in the EU (Su, 2020). With the decrease in EU restrictions, the UK can perform its activity in new agreements of trade with many nations in other parts of the world. 
These aspects impact Zara in various ways like flow of work, restrictions, laws for import and export etc.
China is currently employing its ‘going out’ strategy that supports its domestic players by having more brands originating from the country (Jihua, and Ocón, 2023). One major advantage is that it makes it possible for the foreign brand to operate in the local market while having near absolute control over the subsidiary organisation. It guards both domestic industries and international brands’ presence while opening the economy for more profitable opportunities. 
Political stability: Political stability is critical for the operations of ZARA. Instability in a nation where ZARA perform its operation can cause disturbance in its supply chain or even the shutdown of its stores (Şerbetci̇oğlu Hıçkıran, 2024). The organisation evaluates the political climate in its operating nations to diminish the risk of political disruption. 
Trade wars: Trade wars between nations also affect the business of ZARA. Trade or tariff restrictions on its items can make it less competitive and more expensive (Tran, 2020). ZARA closely observe trade relations between nations to anticipate and diminish any war of potential trade that can affect its organisation.
Inditex shut its stores in Ukraine and Russia in March 2022 due to the War between the countries. It highly impacted ZARA (Mao, 2023). 
Other costs that may be charged on ZARA products embrace import duties and taxes if the midway company exists in the form of selling Chinese-made goods under a different brand to Russia for example all go a long way in the growth in cost of the products to the customers. For example, if ZARA products are bought through a Chinese intermediate brand in Russia, then different import tariffs and charges make the price above direct selling.
Government subsidies: The availability of authority subsidies for competitors can give them an advantage over the company. If an authority subsidizes the garment production by a competitor, it can provide its products at a more competitive and reasonable price. Subsidies make entry for the company easy in another country (Fernandez-Stark, Bamber, and Couto, 2022). ZARA stay aware of such subsidies to make sure it remains competitive. 
In Spain, ZARA is an important Life lifestyle Concept Store under the roof of Inditex Group selling fast-moving fashion clothing at reasonable prices (Popović, et. al., 2021). ZARA is a typical instance of the Spanish design impact and fast supply chain services located in Arteixo, Spain; ZARA stores have many branches all over the world to meet all fashion-conscious market needs.
[bookmark: _Toc169880933][bookmark: _Toc171685086]Economic factors
Exchange rates: changes in exchange rates can affect the profitability of ZARA, given its huge worldwide presence (Vera, 2020).  As a worldwide fashion retailer, ZARA provides its items in multiple currencies. Therefore, fluctuation in exchange rates can impact the cost of ZARA items in various markets (Sloman, et. al., 2019). For example, if the currency of the company`s major markets weaken against the dollar, the products of ZARA can become more expensive for consumers in the local market. ZARA manage the risk of foreign exchange to diminish the effect of fluctuation of currency and manage its competitive position. 
Interest rate: fluctuation in interest rates can have suggestions for the financial operations of ZARA. As an organisation performs its operation internationally, ZARA may depend on borrowing to fund its activities, like raising its stores or funding innovations. Changes in interest rates can affect the price of borrowing, potentially impacting on profitability of ZARA (El Ghoul, 2023; Sloman, et. al., 2019). Increasing interest rates can boost the borrowing cost of ZARA, diminish its flexibility in finance and restrict its investment ability. Thus, ZARA effectively tracks the movements of interest rates and examines them in their decision-making and financial planning processes. 
The Chinese market is almost like ZARA’s other advanced markets like Spain (Ruan, et. al., 2022). It has helped its operations hence the request to the Chinese consumers through elasticity in responding to fashion trends, and enhanced supply chains. The fact that the brand has created a lot of favour in China shows clearly that China is critical to ZARA’s global sales and growth plan.
[bookmark: _Toc169880934][bookmark: _Toc171685087]Social factors
Zara was under the for its advertising campaign, with the title The Jacket, which has strained disparagement for its supposed similarity to destruction in Gaza. The controversial post, containing statues with missing boughs set against a background of rubble, has flashed people's outrage and starts a boycott for Zara. 
ZARA boycotts took place for reasons like labour practices matters and abusive cultural sensitivity (Angutayeva, 2021). Other problems such as the worries that relate to sweat shop-like conditions and claims of ripping off designs from other designers have been identified by the consumers. Nonetheless, these difficulties continue, and ZARA must face reputation management currently, claiming complete disclosure and ethical purchasing policies due to people’s attention.
Changing demographics: ZARA's target market`s demographics are continuously changing. Urbanization is on at its peak, with more individuals shifting to urban areas. This shift provides a positive side for ZARA, as its latest fashion offerings are much more popular in urban areas and young age groups (Qin, 2023). For example, the rising middle-class people in emerging markets such as India and China permit companies to enter a more extensive consumer base. ZARA adapt to the dynamic age distribution in the target market, as buying behaviour and preference may differ across different demographic groups. 
Changing fashion trends: Trends in fashion are changing continuously, driven by global events, social media influencers, and celebrity culture (Pham and Nguyen, 2021). ZARA’s ability to stay on top of these trends and embrace the offering of its product is vital for its success. The business model of ZARA permits it to smoothly respond to increasing trends and bring them to the marketplace in a short time frame (Rothe, 2023). By recognizing the behaviour of consumers and observing influencers, ZARA can make sure that its products resonate with the present fashion trends. 
[bookmark: _Toc169880935][bookmark: _Toc171685088]Technological factors
Technological innovation: Technological innovation is a core factor for growth in the fashion industry. ZARA stay up for innovation advancement to maintain its rank as a trendsetter (Gabrovšek, n.d.). For instance, ZARA has used RFID (Radio Frequency Identification) technology to boost the management of inventory and ensure sure availability of products (Li, Liu, and Zhou, 2024). This innovation provides an opportunity for ZARA to track its items in real time, reduce stockouts, optimize stock levels, and boost the efficiency of the overall supply chain. 
Online presence and e-commerce: The boost of the digital period has transformed customer behaviour, leading to an appropriate rise in online shopping (Levecq and Claes, n.d.). ZARA understand the vital role of e-commerce and has raised a robust presence online, involving a mobile application and a user-friendly website. The e-commerce platforms of ZARA permit the consumer to purchase and browse the product conveniently, making sure an experience of seamless shopping (Luciano Rivera, 2023). 
[bookmark: _Toc169880936][bookmark: _Toc171685089]Environmental factors
Environmental sustainability: raising demand and awareness of consumers for sustainable fashion, ZARA makes sure its operation and items range with practices of environmental sustainability (Beser Ramada, 2021; Morrison, 2020). The organisation aims to utilize sources of renewable energy and decrease its carbon footprint. The company also explores utilizing recycled materials in its items to diminish waste and enhance circularity (Inditex, 2024). 
Waste management: effective disposal of waste diminishes the environmental impact of ZARA (Celano, 2021). The organisation implemented productive practices for waste management throughout its retail operations and supply chain. Promoting the customers to reuse or recycle clothing and providing incentives for giving back the used garments can also help in the waste reduction efforts of ZARA (LiveFranklyTeam, 2024). 
Resource conservation and climate change: change in climate challenges the operation of ZARA, mainly regarding accessibility of raw materials and sourcing. The organisation funded innovations and practices that diminish greenhouse gas emissions and mitigate water usage (Wren, 2022). ZARA can explore partnerships with suppliers to boost responsible sourcing and preserve natural resources.
Compliance with environmental regulations: ZARA is required to make sure of abidance with regulations of the environment in its operating nations (Tomaszewska, 2021). By going over the minimum demands and handling the system of environmental management, the organisation can show its dedication to the best practices of the environment. 
Customers indict ZARA for unsustainable actions due to this subcategory of fast fashion that affects the environment. It is said to be overproducing, which outcomes in high levels of carbon emissions and textile waste (Kabir, 2022). This donates to the brand’s clearly defined environmental unfriendliness as it comprised a minimal usage of sustainable supplies and recycling services as well leading to calls to enhance sustainability implementation.
[bookmark: _Toc169880937][bookmark: _Toc171685090]Legislative factors 
Intellectual property protection: Intellectual property protection is vital for ZARA, as it permits the organisation to save its rare designs and protects them from being copied by other organisations (Lo, 2022). ZARA has a record of protecting its intellectual property, and the organisation can take legal steps against the organisation that violates its copyright and trademark (Abdel-Jaber, 2021). The company must stay aware of lawsuits from other organisations that can claim contravention of their intellectual property. 
Employment regulations and labour laws: Adherence to employment regulations and labour law is crucial for the management of ZARA`s workforce (Cui and Fan, 2021). The company compliance with regulations for wages, worker`s rights, employment contracts, and working hours. The organisation must make sure fair and equal treatment to its workforce restricts any negative publicity or legal penalties in various nations and strives to manage high standards of labour in its worldwide supply chain.  
Product safety and consumer protection: ZARA obeys consumer protection regulations and laws to ensure the quality and safety of its items. This involves compliance with standards like the European General of Union directive on product safety, which fixes the quality requirement and product safety (Gheorghe and Matefi, 2021). ZARA closely observe its supply chain to make sure that no dangerous or fake items enter the market, which results in legal liabilities and impacts the reputation of the company. 
[bookmark: _Toc169880938][bookmark: _Toc171685091]Porter’s Five Force model 
ZARA is functioning in a highly competitive fashion sector where the implementation of the Porter’s Five Forces model can provide a wealth of various and diverse information about the enterprise’s strategic context. 
1.  Threat of New Entrants:
The fashion industry is also still relatively rather young and quite competitive because expenses, namely the formation of a brand image, achieving scale economies, and the creation of a reliable distribution chain, are elevated (Ruan, et. al., 2022).  However, the fast response system of ZARA known as just-in-time (JIT) manufacturing is a costly approach for the newcomers as well as the vertically integrated supply chain also poses a threatening environment for newcomers (Şerbetci̇oğlu Hıçkıran, 2024).  
A well-designed quick fashion fast response system and a well-developed vertical and linear supply chain also pose a great challenge to new entrants whenever they try to compete with ZARA. The cost advantage which relates to just-in-time manufacturing helps Zara avoid holding large stocks and ensures that Zara can respond to the dynamism that is common in the fashion industry (Gaffney, 2020). Therefore, new entrants in the industry may not be able to do so without having efficient manufacturing systems like that of ZARA. 
2.  Bargaining Power of Suppliers:
For high material demand and delivery-sensitive fashion businesses, there is indeed a great bargaining power that suppliers can use in the fashion industry (Dewalska-Opitek and Bilińska-Reformat, 2021).  This threat is, however, less with ZARA since most of this link is vertically integrated (Ruan, et. al., 2022).  As a result, a significant portion of the manufacturing or sourcing processes belongs to it, naturally lessening the supplier dependence, coupled with the ability of ZARA to negotiate better terms and flexible prices with suppliers and offset the influences of the supplier power forces.
The organisation needs to control the bargaining power, especially on the side of the suppliers through vertical integration between manufacturing and sourcing which is well implemented by ZARA.  This probably points to the fact that, as widely noted, ZARA has a substantial near-monopoly control of its production supply chain means that it is less vulnerable to supply disruptions for these fundamental production inputs and components (Weller and Rainnie, 2023).  However, beyond this aspect, it has also assisted in the enhancement of the control of the quality of products and the timetable of production and the bargaining power amongst the suppliers the company benefits from leverage. 
3.  Bargaining Power of Buyers:
The relation to buyer power is high essentially due to the nature of competition in the fashion industry including the available options, low costs of switching and responsiveness to prices.  This threat is managed by ZARA through the unique business model that it operates using rather short life cycles when it comes to the collections it produces and rather low levels of inventory (Jones and Sherman, 2020).  As a marketing tool applied under the frameworks of promotion that involves scarcity, it ensures that the existing customers only use the buying power hence making it easy to control the bargaining power of buyers. 
The high buyer power in the fashion industry is controlled by ZARA through its specific and unique business model based on fast fashioning and scarcity marketing strategies. Through, constantly changing its designs and the production of limited pieces of clothes and accessories and lowering its stock position, ZARA achieves customer awareness and excitement. This strategy minimizes how often buyers bargain on price and helps them make decisions to purchase products faster. Furthermore, because of the locally responsive pricing and the fashionable products offered by ZARA, the organisation is also able to minimize the effect of buyer power through brand loyalists and perceived value (Jones and Sherman, 2020). Each of these strategies enhances the bargaining power of buyers in the fashion market and strengthens ZARA’s position in this regard in sum. 
4.  Threat of Substitute Products:
Another factor that poses a threat of substitutes in the fashion industry is the popularity of numerous brands and varieties in the market that offer similar fashion apparel and accessories at lower prices (Sharma, n.d.).  Due to this threat, the following strategies have been applied by ZARA to maintain a sustainable believable brand image, ZARA has been only emphasizing its policy on fast fashion and novelty trends. 
Through, the continued marketing and advertisement of its fast fashion delivery services and the way it responds to changing fashion, ZARA effectively disguises the industry of substitute products. Therefore, this is where ZARA creates great value for its consumers by translating those runway trends into affordable, mass-produced apparel that can easily be fitted into the everyday life of anyone wearing the garment. This approach not only aids in enhancing its brand image but this method also prevents that which such substitutes do not usually provide, the faster rate and up-to-date outlook (Jones and Sherman, 2020). 
5.  Industry Rivalry:
The intensity in the fashion industry is very high, there are strong tendencies towards new products, differentiation of products, fluctuations in prices and highly rivalrous marketing strategies (Le, 2023). However, competition that currently characterizes the operations of ZARA can be attributed to the use of the fast fashion concept in the operation of this retailer (Ha, 2021). As per Ruan, Sang and Zeng (2022), H&M and Uniqlo are global competitors of ZARA (Ullah, 2021). Gap is also one of the industry rivalries of ZARA (Su, 2020). The strategic ability of ZARA to update its collections frequently and to improve the supply chain management system also means that ZARA has a competitive advantage over rivals who may have longer lead times or a high risk of obsolete stocks. 
The high rivalry within this industry has been another reason that has affected most firms in the fast fashion industry such as ZARA they have been able to maintain this factor by thereby implementing the agile fast fashion approach in their operations as well as efficiently organizing their stock. Since ZARA always restocks new clothes and does not possess many clothes at a time, they can eliminate fashion styles and trends in the market and competently satisfy the market call quickly (Oksanen, 2023). This necessarily means that it frequently changes the items in response to the current market trends while, at the same time, avoiding pressures that come with competition, which require relative changes in the positioning of products. 
[bookmark: _Toc169880939][bookmark: _Toc171685092]SWOT
[bookmark: _Toc169880940][bookmark: _Toc171685093]Strengths
Significant presence
ZARA has a significant presence at the global level as it has many stores all around the world. As per Gastón (2024), in Italy, ZARA has approximately 400 stores and have space of 3,500 m2. Along with this, ZARA contributes significantly to the revenue of its parent company, Inditex as it accounts for approximately 63% revenue of the company. Further, it has more than 2000 stores and its popularity is to the extent that its name is being confused with the parent company (Gastón, 2024). 
Data-driven decision-making
Zara utilizes data from its customer feedback, social media, and stores to notify about their production decisions and decisions. This approach of data-driven permits the organisation to better understand and cater to the preferences of its customers (Caro and de Tejada Cuenca, 2023). For instance, ZARA tracks data on sales from its stores to examine which products are in high demand and which are not (Quan, 2023). This information then recognizes which product it needs to produce and more and which item requires discontinuation (Chunling, 2020). This approach of data-driven has permitted the organisation to adapt to changing fashion trends, stay up on the ladder, and manage a high level of consumer satisfaction. 
Corporate social responsibility
Zara is a socially responsible organisation linked to providing back to the communities in which they operate (Onditi, 2021). It has some initiatives for sustainability in place, involving programs to help sustainable development, support individuals in need and recycling of clothes (Falklind and Viitanen, 2021; Murphy, 2022). Its program to help sustainable development aims to diminish the environmental impact of the organisation. The sustainability initiatives of ZARA are a testament to the commitment of the organisation to positively affecting the world (Fejzulahi, 2020).  Further, these have been identified by many bodies, including the United Nations and the World Economic Forum. 
[bookmark: _Toc169880941][bookmark: _Toc171685094]Weaknesses
Poor customer service
The main weakness is poor service for its customers. Consumers have filed complaints about lack of transparency, unhelpful staff, and long wait times. This causes the customers to buy from their competitors (Tőkés, 2022). For instance, some consumers stated they had waited for hours to talk with a customer service representative. Other customers mentioned they are not able to return their products, even if the products are defective. Still, others have been given false data about shipping or products. ZARA has addressed the problem and is working to improve its customer service. The organisation has employed more people and given training to their workforce. 
Business centralization is another issue that poses a problem for ZARA’s customer relations. Most of the current decisions and policies are made at the head office in Spain, and this has led to a slow response to the local market needs and customer concerns all over the world. Such centralized decision-making hinders flexibility and individual changes to services necessary for the different markets all over the world. 
Disruption to the supply chain
The supply chain of ZARA is a complex network of suppliers globally. This agile supply chain permits the organisation to quickly respond to fashion trends (Shabir and AlBishri, 2021). However, it is defenceless to the disturbance caused by labour strikes, political instability, or natural disasters, which can cause delays in delivery and production, disappoint consumers, and affect the sale of ZARA (Duoyan, 2021). The supply chain of ZARA is a complex problem with negative and positive implications. The high product cost and easy replication of the supply chain of ZARA affect its competitive value (Xuejie, Chang, and GuangHao, 2019) Organisations will be required to continue to observe their supply chain and take steps to diminish the risk of disruptions. 
[bookmark: _Toc169880942][bookmark: _Toc171685095]Opportunities
Influencer marketing 
Influencer marketing is known as a useful way for ZARA to target new consumers and build awareness of the brand. By partnering with the perfect influencers, ZARA forms authentic and engaging marketing campaigns that reverberate with its target customers. It also partners with influencers having a sound following in the target market, supporting the brand to reach wider customers and provide more sales (Moreira, 2021). Moreover, it can do partnerships with influencers who want to create original content. This will support the organisation to stay up on the competition and form more involving marketing campaigns. 
Expand to new markets.
Currently, ZARA is present in more than ninety six nations, still, there are many markets in which organisations can expand (Feiglová, 2019). The organisation can aim to raise marketing with increasing middle classes, like in most African countries. These markets provide significant development opportunities to ZARA, as they have great populations with rising disposal incomes. ZARA can enter these markets through different channels, like partnering with local retailers, establishing an e-commerce platform, or opening new stores. The organisation would be required to adapt its product and marketing strategies to the specific requirements of every market (Popović, et. al., 2021). By taking entry into a new market, ZARA can raise its customer base and provide new revenue streams. 
[bookmark: _Toc169880943][bookmark: _Toc171685096]Threats
Price wars
The core niche of ZARA is known as fast fashion, which provides new runway trends to consumers quickly at lower prices. This causes the ZARA to be vulnerable to cost wars from copiers, who can provide similar items at lower costs, affecting the margin of the ZARA (Kalsi, 2022). Moreover, cost war can lead to lower the quality of the ZARA products. ZARA keep its costs lower because of its price-conscious target market, making it difficult to provide better quality products and manufacturing processes. So, it is required to find methods to make its product different from its competitors while keeping the cost competitive and managing its quality. 
Rising labour costs
The supply chain of ZARA is mainly based in Asia, where the cost of labour is increasing significantly. This can affect the margin of the company, as it directly raises the cost of manufacturing the product. Moreover, increasing the cost of labour can lead the company to shift the production unit to countries where the cost of labour is low. This can impact on supply chain of the company, making it more complex for the organisation to efficiently and quickly get its items to market (Jones and Sherman, 2020). Thus, the organisation is required to find methods to keep its cost of production lower while also managing the product quality.  It must stay up to shift its production unit to other countries if required. 
[bookmark: _Toc169880944][bookmark: _Toc171685097]Analysis
[bookmark: _Toc169880945][bookmark: _Toc171685098]Current position
[bookmark: _Hlk170985468]ZARA aims fashion fashion-conscious, middle-class people who are interested in the latest fashion trends. The company positions itself as better and more fashionable than its competitors by positioning the trends from the runway to stores within days at low cost. ZARA utilizes a targeting strategy of multi-segment to aim at various strategies for its segments. The target market of ZARA is broad-based as they provide clothes for every age group. The organisation intentionally avoids the differences inherent in various segments (Jones and Sherman, 2020). It aims at every type of segmentation. ZARA embrace an advanced approach to product marketing and development. The positioning strategy of ZARA is adjusted towards forming itself as the number one brand for fashion trends globally. It produces approximately 450 million pieces of clothing yearly. ZARA recognized the requirement of fashion of its major target market and produced affordable, quality products at the perfect time to fulfil demand (Jones and Sherman, 2020). Hence, the positioning strategy of ZARA is to make the company a global leader in producing the latest fashion for trendy youth at a reasonable price. 
As per Inditex. (2022), the sale of the company is £23,761 million, the company has 130.8 million followers in social media and the number of people visiting its website is 4,147 million. 
In the retail sector of fashion, the Spanish-based company ZARA secured forty-third rank. ZARA is known as one of the most famous brands in Russia as compared to the different brands of Inditex. ZARA accounts for approximately 49.5% of sales on Inditex in Russia. The success of the organisation is ascribed to the capability to capture fashion trends, take them and switch them to reality at the best prices. It not only examines the preferences of customers and new trends carefully in the industry but also adapts the process of production to consumer requests (Sorg, Tennin, and Ray, 2024). This permits the organisation to lower the price and the value creation chain and keeps the cost low.  

[bookmark: _Toc169880946][bookmark: _Toc171685099]Future outlook
Oscar Garcia Maceiras stated the new sustainability target of Inditex, intending to use 100% textile fibres by 2030 to provide a minimum effect on the environment (Inditex, 2023). This will be done by utilizing materials formed by raw materials, recycled textiles, and technological innovation raised using regenerative and organic farming practices (Pons and Reid, 2023). Additionally, Inditex announced to cut emissions with its value chain by 50% by 2030, boost its projects of circularity and adopt the latest initiatives of biodiversity which will regenerate and recover a minimum of five million hectares in various parts globally. Inditex`s move toward a better sustainable model, at the middle of their collaboration, innovation, and targets are the foundations, set with the focus of betterment towards a raising sustainable value chain. Generally, the group has been formed for prior initiatives. 
· Lower-impact fibres: Inditex will only utilize textile materials by 2030, that have a lower effect on the environment, near about 40% of the fibres utilized by Inditex will derive from the process of conventional recycling, and approximately 25% will be coming-generation fibres and 25% will acclaim from regenerative or organic farming practices (Inditex, 2023). 
· Transformation of supply chain: fuelling environmental and social transformation across their supply chain. The social transformation will restrain the strategy of employees at the centre, and their programme of environmental transformation centres around water, energy, management of chemical products, and discharge (He, 2022). 
· Biodiversity: helping projects for the regeneration, restoration, or protection of near about 5 million hectares, so supporting updating their biodiversity (Wightman-Stone, 2023).
· Continuing to raise initiatives of circularity like ZARA pre-owned. 
[bookmark: _Toc169880947][bookmark: _Toc171685100]Micro-economic decision
To be competitive ZARA utilizes data to make important business decisions that help in getting customers to come again. ZARA effectively monitors the preferences of customers to recognize what fabrics and styles will be most famous each season. They address what consumers search for, buy, and browse on Zara.com to recognize trends. ZARA also considers feedback to better understand what consumers did not prefer about some products (Li, Liu, and Zhou, 2024). By recognizing the dislikes and likes, ZARA can produce and source products that will resonate most with consumers. ZARA understand the sales information in real-time to achieve awareness of how intensely new clothes are performing in stores. If any product is in high demand, ZARA can produce more of that cloth. If sales of the company go down, ZARA discounts or pulls the products from the stores to make space for the new items. This approach of data-driven permits ZARA to rapidly restock the stores with the new must-have fashionable products (Li, Liu, and Zhou, 2024). 
IT system of ZARA merges data from interaction of the customers, returns, and store sales to give visibility into the level of inventory across the supply chain of ZARA (Mohamed, 2023). By recognizing this data, ZARA understands the quantity of how much of each product needs to be distributed and manufactured to each store to fulfil the demand of customers. This accurate matching of demand and supply diminishes excess stock, minimizes waste and makes sure the company has the perfect item at the right store at an accurate time (Cui and Fan, 2021).  
[bookmark: _Toc169880948][bookmark: _Toc171685101]Changes from the decisions
The success of ZARA is built on its approach data-driven to decision-making.  By effectively recognizing the trends and customer data, the company can make strategic decisions that change with the demand of the current market (Varadarajan, 2020).
· Consumer intuition drives item design: ZARA understands what consumers are wearing and buying to recognise what item to sell and design (Stein, 2019). They recognize purchase data to analyse high-selling products, patterns, styles, and colours. ZARA utilizes these intuitions to form new items that they believe consumers will like. This product design of data-driven permits ZARA to stay up on ladders on the cutting edge of trends. 
· Rapid response to trends: the ability of ZARA to rapidly respond to the latest trends in fashion is unbeatable in the industry. They can distribute, produce, and design new items in a few weeks (Yide, 2021). This responsiveness is viable because the information helps ZARA recognize increasing trends, so they understand what items to aim at and deliver to the market. 
· Supply chain and optimized inventory: data also support the highly efficient supply chain and inventory management of ZARA. They recognize data of sales to forecast product demand so they can rectify how much to manufacture and distribute to every store. This supports diminishing extra stock and makes sure stores have the perfect product at an accurate time (Sitaro, 2020). Insight data-driven allows ZARA to be flexible and align its operation and inventory depending on the latest customer interests and trends.  

[bookmark: _Toc169880949][bookmark: _Toc171685102]Conclusion and Recommendation

ZARA is considered among the most successful companies regarding the globalization of the fashion industry. The company has entered the world of fast fashion and has been setting high trends in responsiveness and supply chain gathered on vertical incorporation and on-time supply. It not only makes ZARA rapidly meet customers’ needs of fashion leaders, lower its cost, and fast updating requirements, but also significantly cuts down the inventory risk and enhances the profitability. Also, societal and environmental concerns that have been addressed in the future-focused measures that ZARA adopted include sustainable fabrics, the use of energy, and the return system in the fashion industry. ZARA faced some threats and challenges but with its strategies and innovative technology, ZARA stayed up on the ladder and became the most saleable brand of Inditex. ZARA is known as a Spanish brand that established its operation globally as known from the discussion. The organisation continuously makes different decisions that provide various benefits Consumer intuition drives item design, Transformation of the supply chain, and Supply chain optimized inventory. 
ZARA company is one of the most effective and experienced companies in the global clothing market which successfully overcomes the number of challenges that are characteristic of the current fashion industry. Thus, in the time when ZARA began to experience certain supply chain risks and competitive pressures, the company developed a unique business perception based on the concept of a supply network and fast fashion. The application of data analytics and new brand responses helps the brand to adapt to the market change by addressing consumers’ needs and further developing its strategies consistently. In addition, it is a desire to integrate RFID (Radio Frequency Identification) to increase productivity and to have well-developed e-business structures that prove that ZARA is ready to adapt to the new technologies. The fight towards the environment and corporate social responsibility is another proof of the brand’s ethical approach and sustainability policy. it has a deeply fixed brand image, large attention area and consumer-oriented establishment, which gives it a good chance to develop profitable strategies based on new markets and new channels.  Thus, with the help of strategic management and competitive advantage along with innovation, ZARA strengthens its position in the range of fast fashion and becomes a model of the successful adaptation of the company to the short-term changes in the global retail market. 
As per Duoyan (2021), ZARA should utilise the concept of Artificial Intelligence to enhance the customer experience by making it more personalised. Along with this, it is also recommended to focus on a quality aspect and expansion should be based on the city's popularity, not per brand’s ability (Duoyan, 2021). Moreover, the company should focus on the promotional aspects and strengthen product innovation so that it can meet the requirements of its customers and beat the competition. 
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