





The Global Business Environment
Moodle code: LCBB4005
Lecturer: Rexon Nting
               Assignment title: Assessment 2
Student Name: Lucian Mirica
Student ID: 2013041














Table of Contents
Introduction	1
a)Critically Evaluating the Last few Year’s  Changes in the Business Model of Zara	2
b)Applying Porter's Diamond and Value Chain to Zara Fashion to evaluate the effects of changes and identify competitive advantage	6
Recommendations	9
Conclusion	11
References	12





Table of Figures
Figure 1: Logo of Zara	2
Figure 2: Zara's PESTEL Analysis	4
Figure 3: Porter's Diamond of National Competitiveness	6
Figure 4: Porter's Value Chain Model	7


















ii

[bookmark: _Toc68719141]Introduction
Global business environment refers to the environment of several countries which is different from the home country of any business firm (Guy, 2020). For this difference in the environment of global business, the decision making and resource allocation of the business firm get affected. This report deals with the global business environment of the fashion industry. To complete this report, Zara is selected which is a globally renowned fashion brand. Zara follows fast fashion trend and is based in Spain (Zara.com, 2021). In the first part of the report, the recent changes in the business model of Zara are analysed using SWOT and PESTEL analysis which helps it to self-regulate and to adapt the concerns raised by several stakeholders in the fashion industry’s case. In the second part, some competitive advantages of the changes in Zara's business model are analysed with some recommendations.













[bookmark: _Toc68719142]a)Critically Evaluating the Last few Year’s  Changes in the Business Model of Zara
In this case, it has been discussed that the interest of different stakeholders is attached to the expansion of the fashion brands. Zara has made various changes such as using AI, flexible supply chain etc. in its business model to self-regulate and adapt to some concern raised by the different stakeholders.
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Source: (Zara.com, 2021)
The changes in Zara's business model are analysed here through SWOT analysis.
	Strength
	Weakness

	· Fast Fashion
· Innovation 
· Flexible Supply Chain
	· Less attention on Marketing
· Fewer Store in Emerging Market

	Opportunity
	Threat

	· Using AI for Better Customer Experience 
· Online offering
	· Higher competition 
· Cost of Raw Material
· Rules and Regulation  


Table 1: SWOT analysis of Zara
Source: Author Design
Strength: Zara is known for its fast-fashion model through which it balances its supply and demand. Concentrating on the demand, Zara continuously makes changes in its clothes. Every week it bring new product in its stores. For innovation and fast fashion, Zara’s products remain fresh and demand increases (Zara.com, 2021). Moreover, Zara's framework is developed with IT and other technological models which allow it to fast communication and through these it has created a flexible supply chain. Thus it helps interconnectedness which facilities a quicker flow of raw materials and ideas and become more flexible. 
Weakness: Zara has less attention on advertisements and other promotional activities than its competitors. Rather than focusing on promotional activities, Zara tries to gain the attention of its customers by serving according to their preferences but in this competitive era, it is very important to pay attention to marketing (Forbes.com, 2021). On the other hand, Zara gives less attention to the emerging market as a result it has fewer stores in these emerging countries such as India, Malaysia, etc.
Opportunity: Zara is using AI and various technologies for providing higher customer service (Reuters.com, 2021). Thus getting quality services more customers will get attracted to Zara. Moreover, Zara offers online services and products. In this pandemic, people want to purchase products from home and this may be beneficial for Zara.
Threat: The cost of raw materials has continued to rise. Moreover, there is a higher chance of increasing the cost of labour. These higher costs of labour and raw materials will increase Zara's operating cost (Guy, 2020). Moreover nowadays internationally various strict rules and regulations are imposing to ensure the safety and interest of labour which may affect Zara's operation negatively. On the other in the fast-growing fashion industry, the various reputed clothing brand exists for which Zara is facing higher competition.
Zara must assess the various factors which may affect its business as well as the interest of its stakeholders. Using the Pestle analysis, it becomes easier for Zara to examine these factors and the effect of these factors.
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[bookmark: _Toc68718984]Figure 2: Zara's PESTEL Analysis
Source: (Ball, 2020).
Political Factors: It has a major impact on the international business as various regulations is imposed in many counties which become an impediment for any foreign company to enter there and these regulations may threaten the supply chain for which many problems can arise for the company (Ball, 2020). Zara reduces this threat by focusing more on expanding its business in the neighbour countries with which it has a friendly relationship.
Economic Factor: Spain is suffering from a lower unemployment rate for which Zara can get labour at a lower cost (Cañonero, 2020). Moreover in the pricing strategy, Zara keep its products' price lower than others which increases its products' demand.
Social Factor: People’s knowledge, ability and education has a higher impact on the prosper of any business. Before expanding business in a new market, Zara deeply analyses the culture of the market. So doing this deep research, Zara minimises the risk of this factor.
Technological Factor: In this era, technology has a vast impact on every business. For higher use of technology in the supply chain, it is possible for Zara to manufacture more products. Using AI, Zara offers personalised customer service which makes it more efficient (Reuters.com, 2021).
Legal Factor: The business of Zara is also influenced by several imposed laws. Zara is very conscious about the existing laws and in its supply chain, it gives higher attention to ethics and laws (Guy, 2020). It complies with all the existing laws and conscious of the welfare of the labour force. Obeying laws, Zara focuses on the welfare of its employee and labour.
Environment Factor: Zara is also conscious about the sustainability and welfare of the environment. In its supply chain, it detects all the hazardous materials and removes these from the supply chain. Moreover, using sustainable technology, Zara manufacture clothes from organic materials. It follows fast fashion trend but like others, it doesn’t produce wastage as it recycles its products (Theguardian.com,2021).
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Potential drivers of competitive edge can be found by performing the Porter's Value Chain and Diamond analysis regarding Zara during the planning and execution phase. Zara is unable to trade all of their transactions on the open market. According to the Value Chain concept, these operations can be viewed as sources of economic rent for a business. These practices may also serve as a deterrent to potential entrants or put rivals at a disadvantageous position. Porter's diamond may also aid to identify useful national assets and strengths that can be best utilised by the company to gain competitive edge.
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[bookmark: _Toc68718985]Figure 3: Porter's Diamond of National Competitiveness
Source: (Mann and Byun, 2017)
This model can help Zara to find out the strengths and valuable resources of the countries in which they’ve expanded and want to expand in future.
Demand Conditions: Where there's no substantial demand for Zara's items in a given region, the company will not venture into that market. The greater the market for textiles in the host nation, the greater the possibilities for Zara (Alemu, 2015). The research could also help Zara to spot latest fashion trends in its native country and in the nations where it does business.
Factor Conditions: Zara explores variables in the likely destination country wherever they intend to invest so that they will always prepare ahead of time and plan how they might leverage all those variables to their favor (Alemu, 2015). For instance, Zara leverages the cheap labor in Bangladesh to serve the Asian market.
Firm's Strategy, Structure, and Rivalry: In markets with high entry barriers, intense domestic competition, and the government don’t provide any incentives to foreign firms in that industry, it becomes much troublesome for Zara to penetrate such markets directly and they use joint venture or franchise (Mann and Byun, 2017).
Related and Supporting Industries: Zara expands in nations where the related and supporting industries of the fashion industry are present and strong i.e. the company expands where there exist a strong cotton industry, cheap labor, stable banking industry etc. (Ball, 2020).
Zara tries best to leverage the national competitiveness in all countries they invest such as cheap labor in Bangladesh, quality labor in Belgium, leveraging related industries, and penetrating established markets with intense rivalry through joint ventures, etc. which leads to competitive advantage (Kim and Kwon, 2019).
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[bookmark: _Toc68718986]Figure 4: Porter's Value Chain Model
Source: (Lu, 2018)
Primary Activities: Zara's key value chain operations are manufacturing and marketing products to specific customers through inbound-outbound logistics, operations, sales and marketing, and customer service (Koc and Bozdag, 2019).
Inbound Logistics: Zara puts importance to the analysis of inbound logistics and building robust relations with credible suppliers to retrieve, store, and distribute raw materials throughout the production process.
Operations: When materials arrive, the significance of examining operational actions increases, and Zara is prepared to transform the raw materials into the finished product and launch it on the market (Zhelyazkov, 2020). Machining, packaging, arranging, and checking are instances of operating processes. The assessment of operating activities is critical for increasing efficiency, increasing reliability, and maintaining Zara's competitiveness.
Outbound Logistics: These task assist Zara to deliver the finished clothing items to the end consumers through distributors, retailers, warehousing, transporting, order processing, scheduling, etcetera and the company pays importance to the evaluation of outbound logistics for exploring sources of competitive edge (Lu, 2018).
Marketing and Sales: Zara would stress the advantages and areas of distinction of offered goods at this phase to reassure consumers that its service is superior to rivals (Kim and Kwon, 2019). Zara cannot generate value unless it engages in sales and marketing in addition to delivering a quality clothes at a competitive price with unique designs.
Service: Zara's post-sale and pre-sale service offerings would be crucial in retaining loyal clients. Post-sale facilities are as essential to modern consumers as marketing and promotions.
Support Activities: The support functions like firm infrastructure, HRM, procurement, tech improvement, etc. aid in the coordination and facilitation of the primary activities.
Firm Infrastructure: Zara would be able to maximize the efficiency of the entire value chain through proactive infrastructure management like quality management, financing, accounting, etc. (Koc and Bozdag, 2019). Zara would exert leverage over infrastructure operations in order to boost their market position.
Human Resources: Zara may scrutinize various elements of HR management such as hiring, selection, development, motivating, productivity monitoring, and other people management operations. Zara may be able to mitigate competitive pressure through successful HR management, which is focused on the enthusiasm, engagement, and expertise of its employees (Zhelyazkov, 2020).
Technology Development: Zara understands the prominence of technology advancement because of the technical integration in manufacturing, delivery, sales, and HR processes (Lu, 2018). The company emphasises on automation, digital marketing, e-commerce, data analytics, etc. to boost company success.
Procurement: Zara must thoroughly examine its procurement processes like purchase of inputs i.e. cotton, machines and other supplies to optimize the inbound-outbound logistics and other operational activities.
[bookmark: _Toc68719144]Recommendations
Zara's competitiveness should be built on operations where it has exposure to unique or scarce resources. Intellectual resources, money, expertise, and a distribution system are examples. Zara should use the national diamond and value chain model to define and improve those operations in order to gain a competitive advantage over competitors. Insights from the Porter's diamond analysis and the value chain should be combined to build a solid competitive advantage base. Zara should either take advantage of cost reductions through efficient value chain processes, or it can establish a powerful differentiation basis through human capital, innovation, technology, customer experience, etc. The origins of competitive advantage could be divided into two categories: expense and distinction (McGrath, 2015). Based on the level and scope of Zara's value chain research and the favoring factors from national diamond analysis, it should be able to achieve a competitive position through one or both ways
[bookmark: _Toc68719145]Conclusion
It is crucial to evaluate the global business environment before the expansion of business. To lower the operating cost, several companies are engaging with unethical practices such as polluting air, water, soil, and other natural resources and not giving proper wages to the labour. Throughout this report, the business model of renowned fashion brand Zara is analysed using different models. From the evaluation of the business model of Zara, it can be said that it is possible for any fashion brand to follow ethics and become successful. 
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