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[bookmark: _Toc134055284]Introduction 
Zara is a Spanish multi-national retail fashion brand that has managed to operate globally, with its main manufacturing plant in Spain. The current study aims to propose Zara manufacture fashion products in a developing country such as India to grow as a global fashion brand in future. The study will also look to strategically use business resources to reduce cultural differences and external barriers to successful manufacturing in India in future. Several frameworks are going to be used as PESTLE, Porter's five forces, Porter's diamond model, and Hofstede cultural dimensions for the assessment of the business environment in India to help recognize the value of the country as a manufacturing location for fashion products. 
[bookmark: _Toc134055285]Introduction to the selected developing country- India
India is an emerging economy and holds an immense degree of strength as cheap labour is present in the country. India holds close to 140 billion in population which suggests the country is a big market for fashion brands operating on the global scale. The diverse target audience in the country and plenty of market segments make the fashion market boom, despite concerns about slow growth in the past. Technology access in the recent period and the contribution of the textile industry have played a major role in shaping India as one of the most viable manufacturing destinations for fashion businesses. 
[bookmark: _Toc134055286]Application of Theories of the business environment in India
[bookmark: _Toc134055287]PESTLE Analysis 
Political factors 
As per present reports, increasing competition, changing consumer preferences, and technological disruptions are all part of the fashion business in India in the current period as the government is willing to reduce tariffs on fashion manufacturing units to promote increased foreign direct investments (Vig, 2023). Therefore, political support from the central and state governments to have a manufacturing facility in India. It is forecasted that scaling the project Make in India adds value to the business strategy of local manufacturing in a developing country such as India. 
Economic factors 
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Figure 1: GDP (current US$) - India
(Source: THE WORLD BANK, 2023)
A business tends to be concerned about the economic situation of a country before deciding to build manufacturing plants in it. Several economic factors influence the business proceedings as these are gross domestic product (GDP), import and export volume, taxation, and currency exchange rates. As per current reports, $3,176,295.07 million stood to be the GDP value for India in the year 2021 (THE WORLD BANK, 2023). This suggested that the country made a strong recovery from the Covid-19 pandemic and continues to invite foreign brands to invest in the country and generate employment for the locals. Hence, a favourable external business field is offered by economic factors. 
Social factors 
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Figure 3:  Market size of the textile industry in India from 2009 to 2021
(Source: Minhas, 2023)
Socio-cultural values in India suggest that people want foreign brands to set up manufacturing plants as that will invite scope for the fashion products to decrease in price and become more affordable to the population. As per recent reports, in 2021, the market size of the Indian textile industry shared a net worth of $223 billion. While, the market size is forecasted to jump to $220 billion by the year 2026 (Minhas, 2023). 
Technological factors 
India possesses plenty of information technology power and advanced machinery to help in business manufacturing. As per the views of Wang et al. (2020), the presence of advanced technological resources decides the level of performance efficiency it can provide in the manufacturing and distribution of the product. The manufacturing process for fashion brands is an operational function that helps quality control the products in a better manner. However, the lack of full automation increases the cost pressure on the business. 
Legal factors 
Business regulations restrict the setup of a manufacturing facility in a foreign location. According to the study by Sousa-Zomer et al. (2018), fashion manufacturing units are interested in building manufacturing plants because legal concerns apart from property acquisition are not many in India. This enables faster manufacturing of the products for a cheaper cost.
Environmental factors 
As per the study by de Oliveira Neto et al. (2019), following the environmental codes is needed for an organisation to responsibly manufacture products in the country. Since India lacks any environmental pollution laws apart from a few state-level initiatives to reduce pollution, fashion manufacturing companies should have lesser trouble with compliance. 
[bookmark: _Toc134055288]Porter five forces 
The industry analysis is executed effectively with the application of Porter's five forces. As viewed by Isabelle et al. (2020), the five forces within the Porter Five Forces are seen to be bargain power of buyers, the bargaining power of suppliers, the threat of substitutes, the threat of new entrants, and competitive rivalry. The Porter five forces are evident that the fashion industry landscape in India is a highly competitive one. 
	Porter five forces
	Analysis
	Impact

	Bargain power of the buyers 
	The buyers of fashion and apparel products in India share plenty of foreign and local brand options. This makes switching between brands easier and registers a high buyer power. 
	High 

	Bargain power of the suppliers
	There are numerous suppliers present in the Indian textile market that could come in handy for fashion manufacturing, thereby forecasting a moderate level of suppliers, as raw material shortage plays an influential role
	Moderate 

	The threat of the substitutes  
	Fashion products are not substitutable in any form, which makes the threat of substitutes low.
	Low

	The threat of the new entrants 
	The legal codes to enter the market and manufacture are flexible, which tends to offer an open gateway for new businesses in the fashion sector.
	High 

	Competitive rivalry 
	There are several big-scale foreign fashion manufacturing units operating in India such as Primark and ASOS. 
	High 


Table 1: Porter's five forces analysis 
[bookmark: _Toc134055289]Porter’s Diamond model
The attributes of the domestic market play a major role in the success of the brand in the international markets. According to the views of Erboz (2020), Porter’s Diamond model

comprise four determinants in the form of demand conditions, factor conditions, firm strategy, structure, rivalry, and related and supporting industries. While two other determinants can also impact the competitive ability of the company that operates in a specific industry such as government and chance. Intense competition is present for Zara as it tries to depend on natural resources, cheap labour, technological innovation, and infrastructural support to boost business manufacturing in India. The demand for sustainable fashion products is gaining pace in India for which the demand conditions are favourable in India. As stated by Wonglimpiyarat (2018), the role of supporting industries in adding value to the global operations expansion is immense as per Porter's diamond model. The textile industry in India shares immense assistance with raw material sourcing and skilled labour. While the flexible government policies should cater towards a successful manufacturing shift from Spain to India to review the brand success of Zara. 
[bookmark: _Toc134055290]Hofstede cultural dimensions 
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[bookmark: _Hlk96947850]Figure 3: Comparing the culture between Spain and India
(Source: Hofstede Insights, 2023)
Spain and India seem to share a wide array of differences that can be compared with the application of Hofstede cultural dimensions model. According to the views of Escandon-Barbosa et al. (2022), Hofstede cultural dimensions comprise six key dimensions such as power distance, individualism vs collectivism, masculinity vs femininity, uncertainty avoidance, long-term orientation vs short-term orientation, and indulgence vs restraint. As per Hofstede cultural insights, major score differences between Spain and India stand to be in the power distance, uncertainty avoidance, and indulgence as the rest of the dimensions share very little difference. The power distance values have stood at 77 for India and 57 for Spain, while the uncertainty avoidance remained at 40 for India and 86 for Spain (Hofstede Insights, 2023). The power distance is low for Spain when compared with India, thereby suggesting that top-down and hierarchical structure is valued in India. Zara had a similar organisational structure that boosted its credibility in the Indian market. According to the views of Huang and Crotts (2019), the higher uncertainty avoidance score being medium to low is supportive of imperfections and permits innovation. However, higher scores suggest everything has to remain stable and standardised as seen from the score of Spain. Zara needs to shift the standardisation approach and follow adaptive measures to better fit the cultural implications in India and succeed with the manufacturing processes. Furthermore, the restrained nature of Indian people as per Hofstede's cultural dimension score of 26 suggests that society creates barriers to trying something that is not socially existent such as the use of excess Western clothing. Hence, adaptation and local manufacturing are both value-driven aspects for Zara in future operations in India.
[bookmark: _Toc134055291]Critical evaluation of opportunities and challenges in the aspects of corporate governance, business strategy and cultural sensitivity
The globalisation trend is seen to be supportive of the manufacturing idea, while cultural differences disrupt the manufacturing process to some extent. As per the views of Gazzola et al. (2020), the major trends in the fashion industry in the current period are sustainability, digitalisation, and inclusivity. In relation, the sustainability aspect is associated with corporate governance, digitalisation is associated with business strategy, and inclusivity helps relate to cultural sensitivity. However, challenges such as supply chain disruptions, competition, and skill gaps also remain there in India for the fashion industry. 
From the corporate governance side, reputational and ethical challenges remain there for a business that is invested in the process of manufacturing products in a new location. Zara previously faced issues with labour wages, thereby creating concerns with the idea of India based manufacturing plant as well. However, business with the application of environmental, social, and governance (ESG) framework has recently structured corporate governance to be stronger. As per current reports, the Indian fashion market is forecasted to grow at a compound annual growth rate (CAGR) of 11-12% to measure $115-125 billion by 2025 (Vig, 2023). Hence, Zara’s business strategy to manufacture in India to boost the existing sales and deliver products cost-effectively seems to be justified as per present market trends. The digital-ready culture in the business aligns with the digitalisation trends in the fashion sector as growing the online business in India with a local manufacturing facility stands as one of the major goals of the brand. According to the views of Jain and Mishra (2020), lack of automation, clean energy, and sustainable practices in the manufacturing sector seems to be a consistent factor in the manufacturing of products in developing countries. However, the business strategy is to leverage modern technological solutions and promote an efficient manufacturing facility in India. 
The cultural sensitivity of the local people is a challenge that Zara already faces, for which it has planned to switch to new designs. As per the study by Behr (2018), product adaptation as compared to standardisation is required for certain markets where social constructs do not give access to seamlessly relish a standardised product. The social dogma of not wearing Western clothing in public is still high in rural areas in India. Hence, Zara needs to capitalise on local designs in the new local manufacturing facility in India to widen the customer demographics and multiply the revenue stream in the business. 
[bookmark: _Toc134055292]Analysis of the different barriers experienced by foreign businesses.
In an attempt to make a successful manufacturing plant functional in a new country, the business should cope with external forces and ensure that internal business sources are maximised to yield valuable outcomes. Several foreign brands in the fashion sector such as Primark and ASOS have successfully managed to manufacture fashion products in India, despite a long list of variables acting as barriers during operations. As viewed by Ahmad et al. (2020), difficulties in managing the inventory, a higher % of Customer Initiated Returns (CIR), and poor stock rotation are identified to be some of the aspects that challenge manufacturing units in developing countries. Similarly, the environmental pollution and hazard from the manufacturing processes concern the occupational health and safety of the workers that are paid low wages in Indian fashion manufacturing units. The rise in carbon emissions is affecting several states in India where the manufacturing plants for fashion companies are located. Since the circularity concept is not popularised in the country yet, the challenge of waste management is big, which acts as a major barrier during manufacturing fashion products.  According to the study by Guo et al. (2020), foreign businesses face plenty of legal risks referring to employment risks and land acquisition risks during the manufacturing of products. In India, the ruling of the state and the central government creates a dilemma for foreign businesses in following legal codes. This results in disputes associated with the property and land acquisition for manufacturing products, which consumes needless resources and time from a foreign business. 
[bookmark: _Toc134055293]Appropriate strategies and other relevant recommendations to enable the company to succeed in India.
There remains a possibility for the business to be successful with the manufacturing of operations in India because that brand is already offering products via retail and online channels. This certifies the brand authenticity among the suppliers in India. As mentioned by Pensupa et al. (2018), the concept of circularity alongside the triple bottom line (TBL) helps a business to become sustainable. It has to be followed to be successful with manufacturing in India for Zara. Hence, making reducing, reusing, and recycling a part of operations to meet the TBL in people, planet, and profit should be considered. The company has already made a joint venture with Tata to be operational in India. However, in future, local manufacturing should help Zara do business on its own and retrieve maximum profits. In an attempt to ensure that there are no legal issues while setting up a new manufacturing facility, Zara should take all necessary permits from the state and central government and assure them of sourcing the employees locally to increase the economic contribution. As discussed by Yeh and Chang (2018), Bartlett & Ghoshal's framework enables a brand to make a strategic decision to operate in a foreign market based on global integration, and local responsiveness. Since Zara is functional in India for some time with the global strategy and generated moderate success. It is recommended for the business to follow the transnational strategy in future to cater to the local consumer needs in a better manner and manufacture creative designs across the local manufacturing unit. (Refer to Appendix)
[bookmark: _Toc134055294]Conclusion
It can be inferred based on current findings that Zara can shift the manufacturing facility from Spain to India and retain success or even surpass it due to the potential India shares despite being a developing country. Strong support from political parties, economic conditions, social groups, technology, legal relaxations, and minimal environmental concerns are assuring Zara to develop a manufacturing facility. However, the competitive threat is high, much like the level of cultural differences, yet the scope to balance corporate governance, business strategy, and cultural sensitivity is present for the business. The brand is recommended to acquire land for manufacturing ethically while shifting to a transnational business strategy is preferable and more valuable in the current state as manufacturing can be done locally to save costs, increase local brand awareness, and make products affordable for the masses. 
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Appendix: Task 2- Evaluation of Business Environment 
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        Key findings from the business  environment analysis in India - PESTLE  Analysis  The external and internal business analysis needs to be done effectively to promote success possibilities for a new business .  Reviewing the business environment helps decide the feasible nature of the new location to a brand and thereafter consider it as a manufacturing site .  The political stability in a country needs to be on the higher side for the process of ensuring that foreign businesses can function with a maximum level of efficiency .  The political factors have indicated that the Indian Government is keen to offer manufacturing facilities to foreign brands .  (Source: Self -developed)  Political  stability  Promote success  possibilities for a business  Indian Government is keen to offer  manufacturing facilities to foreign brands
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              The fashion sector is supported by the textile industry to a large degree .  Hence, for overall economic growth and better GDP contribution, the development of manufacturing facilities for fashion businesses is encouraged ( THE WORLD BANK, 2023 ) .  The growing GDP figures and high import and export volume of fashion products offer economically feasible grounds to set up manufacturing facilities ( Vig , 2023 ) .  The social acceptance of foreign fashion entities have largely increased in the modern era, but cheaper fashion products are only possible to avail if local manufacturing is entertained . Key findings from the business  environment analysis in India - PESTLE  Analysis     (Source: THE WORLD BANK, 2023)
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         Technological prowess is there in India despite it being a developing country as robust connectivity and infrastructure offers values to new manufacturing facilities .  Legal restrictions are expected to not play a major role in reducing the chances of success as a fashion business in India .  Environmental aspects do not favour the application of a new manufacturing unit for a fashion brand, but the lack of regulations from the environmental side in India welcomes new manufacturing hubs . Key findings from the business  environment analysis in India - PESTLE  Analysis  Legal  restrictions  Robust  connectivity  lack of  regulations in  environmental  side  Technological  prowess      (Source: Self -developed)
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              Bargain power of the buyers has remained high to indicate that the consumers in India are flexible to switch between brands depending on the price, and quality .  Bargain power of the suppliers is registered to be moderate because the supplier count is plenty, but ethical supplier standards are mediocre .  Threat of the substitutes stands to be low as the replacements for fashion products are none as it is an essential commodity .  The threat of new entrants high is identified to be gaining pace as the legal terms to develop a new manufacturing plant and set up business has become easier under the new government .  Competitive rivalry is supposedly high because there are known foreign brands such as ASOS and Primark that have managed to develop fashion manufacturing units and move forward with steady business .  (Source: Self -developed) Key findings from the business  environment analysis in India - Porter  five forces   
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                                                                                                                                                                             The demand condition, factor conditions, firm strategy, structure, rivalry, and related and supporting industries are all favouring India to be a suitable location for the new manufacturing processes of Zara .  The growing textile industry is assumed to assist the business proceedings of Zara in the fashion sector and help exponentially grow with the manufacturing plant ( Wonglimpiyarat , 2018 ) .  The Government of India is also boosting the FDI values to insist that foreign brands in developing manufacturing units in India boost employment and run sustainable businesses .  Human resources are cheaper in India, whereas access to modern infrastructure and newer technologies is growing to offer an ample degree of value to the fashion industry .  (Source: Self -developed)        Demand condition            Factor conditions             Firm strategy,  structure, rivalry,              Related and  supporting  industries     Key findings from the business  environment analysis in India - Porter  Diamond Model
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              Spain and India share different dynamics in most of the cultural dimensions as seen from the Hofstede cultural dimension scores .  The power distance scores have helped infer that India shares a score of 57 as compared to 77 for Spain (Hofstede Insights, 2023 ) .  This suggested that Zara can manage its operations while keeping a hierarchical business structure and promote the launch of the new manufacturing plant in a similar manner .  (Source:  Hofstede Insights, 2023) Key findings from the business  environment analysis in India - Hofstede  cultural dimensions   
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             Uncertainty avoidance decides the tendency the people of a country show towards new ideas and unplanned actions as Indian people preferred uncertain actions and are not afraid of them, unlike Spanish people where uncertainty is avoided the majority of the time .  This might be one of the reasons why Zara did not consider changing the design language of the brand at first when they entered India but now looks to optimise the products as per local needs .  In the indulgence column, Spain managed to gain a score of 44 as compared to India sharing a score of 26 , thereby suggesting Indians to be restrained and preferring to follow societal values such as wearing traditional clothes in all parts of the country .  (Source: Self -developed)  Indulgence is  low in India - preferring  adaptation of  products  Zara follows  standardization   Key findings from the business  environment analysis in India - PESTLE  Analysis
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              Acceptability of foreign fashion brands has increased in the country in the recent period .  This is assuring the foreign fashion brands to vision the idea of manufacturing locally and save an ample degree of operational costs .  Several opportunities and challenges remain there for Zara with the attempt of manufacturing clothing products in India .  Sustainability, digitalisation, and inclusivity are opportunistic areas for business in India .  The digital wave and globalisation trend are making India one of the ideal developing countries and emerging economies to do business .  Foreign brands such as Zara are expected to be successful with the manufacturing plant development because Indian Government is inviting foreign brands to do stable business and contribute to overall employment .  There is no legal regulation or environmental standard in India that limits the operational actions of manufacturing units in the fashion sector .  (Source: Self -developed)   Low wages  Infrastructure  Economy  Support from  government Opportunities for Zara in India
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Opportunities for Zara in India

Competitive rivalry might be strong but there is still scope for growth in the massive

fashion industry in India.

The cultural values are evaluated to predict that Indian consumers are demanding
local designs from Zara, thereby suggesting product adaptation to be used instead of

the standardisation approach with the new manufacturing unit.

A vast export potential remains there with the Indian market as cheaper cost of
products refersto unit economics where Zara would gain better profits selling Indian

manufactured clothes in Europe and the United States.

The use of a transnational strategic approach to value both the local needs and global
integration cost is what should help Zara become more successful in India (Yeh and

Chang, 2018).

However, supply chain disruptions and skill gaps need to be reduced with modern

technology and talent development sessions.
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          • Competitive rivalry might be strong but there is still scope for growth in the massive fashion industry in India . • The cultural values are evaluated to predict that Indian consumers are demanding local designs from Zara, thereby suggesting product adaptation to be used instead of the standardisation approach with the new manufacturing unit . • A vast export potential remains there with the Indian market as cheaper cost of products refers to unit economics where Zara would gain better profits selling Indian manufactured clothes in Europe and the United States . • The use of a transnational strategic approach to value both the local needs and global integration cost is what should help Zara become more successful in India (Yeh and Chang, 2018 ) . • However, supply chain disruptions and skill gaps need to be reduced with modern technology and talent development sessions .  (Source: Self -developed)  Competitive rivalry  might be strong, but  transnational  strategic approach  gives scope for better  business  Opportunities Opportunities for Zara in India
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Challenges and limitations for the
recommendations suggested for Zara

It can be recommended to make investments in the manufacturing plant in India in an attempt to scale the

business of Zara in India and become one of the leading foreign fashion chains in the country.

This increases difficulties for a foreign fashion brand to manufacture products as space for manufacturing

and supplier connections remain doubtful.

Legally securing land for manufacturing is one of the core concerns for Zara as that could delay the

process of developing the manufacturing unit.

However, limitations are seen in the form of difficulties in managing the inventory, a higher % of

Customer Initiated Returns (CIR), and poor stock rotation.

The sustainability issues, labour wages, and land acquisition process also come as a major challenge for

Zara during the process of establishing the manufacturing plant in India.

The manufacturing location selection will be a concern for the business as laws vary from state to state in

India, along with the taxation policies and rate of interest.
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               It can be recommended to make investments in the manufacturing plant in India in an attempt to scale the business of Zara in India and become one of the leading foreign fashion chains in the country .  This increases difficulties for a foreign fashion brand to manufacture products as space for manufacturing and supplier connections remain doubtful .  Legally securing land for manufacturing is one of the core concerns for Zara as that could delay the process of developing the manufacturing unit .  However, limitations are seen in the form of difficulties in managing the inventory, a higher % of Customer Initiated Returns (CIR), and poor stock rotation .  The sustainability issues, labour wages, and land acquisition process also come as a major challenge for Zara during the process of establishing the manufacturing plant in India .  The manufacturing location selection will be a concern for the business as laws vary from state to state in India, along with the taxation policies and rate of interest .  (Source: Self -developed) Challenges and limitations for the  recommendations suggested for Zara  Customer  Initiated  Returns  Legally  securing land  for  manufacturing  Sustainability  issues  Manufacturing  location  selection  
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Challenges and limitations for the
recommendations suggested for Zara

Lack of standardisation in the product will mean that Zara would need to
remap the entire operational structure to make the Indian manufacturing plant
a success, which looks complex considering the difference in material usage

in the European and Asian fashion manufacturing units.

Challenges Prod

The automation facilities are yet not at the level Zara has used in the past in ic
Remap the entire culture as

Western and European nations, which makes it difficult to maintain the operational compared to a
structure customercentric

quality standards the brand is known for in the fashion industry. culture.

Zara is built upon a product-centric culture as compared to a customer-centric

culture.

Hence, if the company has to restructure the operations and depend on
adaptation as compared to standardisation, then the cost of the business might (SOU rce: SEIf-dEVEIOPEd)
rise and profits might plunge in contrast to forecasted profits from local

manufacturing.
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            Lack of standardisation in the product will mean that Zara would need to remap the entire operational structure to make the Indian manufacturing plant a success, which looks complex considering the difference in material usage in the European and Asian fashion manufacturing units .  The automation facilities are yet not at the level Zara has used in the past in Western and European nations, which makes it difficult to maintain the quality standards the brand is known for in the fashion industry .  Zara is built upon a product - centric culture as compared to a customer - centric culture .  Hence, if the company has to restructure the operations and depend on adaptation as compared to standardisation, then the cost of the business might rise and profits might plunge in contrast to forecasted profits from local manufacturing . Challenges and limitations for the  recommendations suggested for Zara  (Source: Self -developed)  Remap the entire  operational  structure  Challenges  Product - centric  culture as  compared to a  customer - centric  culture.  Limitations
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Challenges and limitations for the
recommendations suggested for Zara

Zara believes in the concept of sustainable fashion for the public, whereas in
India this concept is slowly gaining pace for which manufacturing-related
sustainability can develop for the brand as existing labour force remain

unaware of green practices.

The contact with ethical suppliers and the application of reverse logistics

remains a challenging aspect of the new manufacturing process.

Unable to follow a closed-loop supply chain due to a lack of manufacturing
tools in India could be a limitation to the overall production of clothes in the

company.

For Zara, following people, planet, and profit to meet the triple bottom line
(TBL) might be a big goal of the business, but in India-based manufacturing
it faces no such constraint of acting sustainability, which threatens the local

environment and resource pool to a large degree.
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           Zara believes in the concept of sustainable fashion for the public, whereas in India this concept is slowly gaining pace for which manufacturing - related sustainability can develop for the brand as existing labour force remain unaware of green practices .  The contact with ethical suppliers and the application of reverse logistics remains a challenging aspect of the new manufacturing process .  Unable to follow a closed - loop supply chain due to a lack of manufacturing tools in India could be a limitation to the overall production of clothes in the company .  For Zara, following people, planet, and profit to meet the triple bottom line ( TBL ) might be a big goal of the business, but in India - based manufacturing it faces no such constraint of acting sustainability, which threatens the local environment and resource pool to a large degree . Challenges and limitations for the  recommendations suggested for Zara  (Source: Self -developed)  Contact with ethical  suppliers and the  application of reverse  logistics remains a  challenging aspect,  unable to meet  TBL  Challenges
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