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[bookmark: _Toc113220659]Introduction
COVID-19 was one of the most phenomenal events witnessed by the whole world. The pre-pandemic times and post-pandemic times are totally different. Due to its severity, it was declared a pandemic. Not just the health but COVID-19 affected other aspects of the world such as social, political, economic, and others. The operating methods of all the industries had to change because of the disease. One such industry where the impact was severe was fashion retail. The fashion retail industry immensely suffered due to the global lockdown. It affected the production, sales, and exports. The report will discuss the impact of COVID-19 on the fashion retail industry. It evaluates the external factors affecting company Zara such as economic, political, and others using PESTEL analysis. The report will also present an analysis of the internal factors of the same company. 



[bookmark: _Toc113220660]Internal Factor analysis 
Internal factors refer to the elements within the organisation that can affect its performance. The factors can be in the area of technology used, manufacturing, policies, business style, and others. All these factors are categorised into four main types which are strengths, weaknesses, opportunities, and threats. The tool used for the analysis of internal factors is SWOT. It is a framework used by organisations to identify the internal elements that can affect the performance of the organisation (Benzaghta, et al., 2021). It is useful in identifying risks and making decisions. 
[bookmark: _Toc113220661]Strengths - 
· Supply chain - Zara is one of the most popular clothing and fashion companies in the world. Not only it is popular, but it is also a profitable organisation. The company has a massive supply chain all over the world. The online and offline stores of Zara are updated every two weeks suggesting it has a great supply. This huge supply chain of Zara has given it an advantage over other fashion companies during the pandemic. The supply of Zara adapted with the changing pace of COVID-19. All the regular Zara stores had to close down during the pandemic (Shabir and AlBishri, 2021). However, the company kept the supply of products to the customer through online shopping. The pandemic changed the shopping styles of people (Sharma and Jhamb, 2020). People shifted to the online mode of shopping where Zara flourished in its business. The company plans to earn 1/4th of its income from online retail.
· Fast delivery- The customer has the tendency to remain impatient after purchasing a good (Shavitt and Barnes, 2020). Zara has a fast delivery policy where the company delivers in the quickest time possible (Davis, 2022). This feature of the company has attracted a huge number of customers. The customer satisfaction provided by fast delivery offers a huge competitive advantage in the tight clothing market.
· Designers - Due to a large number of skilled designers, Zara manages to manufacture different types of products. COVID-19 compelled people to change their clothing styles. Since the lockdown was prevailing due to the pandemic, the demand for home-based comfortable clothes such as track pants and jumpers was on the rise as compared to formal clothes (Cbi, 2022). Zara was successful in meeting the demands of the customers due to the fast production of clothes. The government made it necessary for all people to wear masks in public places (Gov, 2022). Zara started making face masks and other protectants to meet the safety needs of people.
· Reasonable price- It is one of the main strengths of the company. The products are available at reasonable prices which makes them easily accessible to the people. During the pandemic, numerous people lost their job and became unemployed (Su, et al., 2021). Many faced a reduction in salary (Hacıoğlu-Hoke, 2021). Under these conditions, Zara succeeded in providing clothes at an affordable rate.
[bookmark: _Toc113220662]Weaknesses- 
· Physical retail stores - Though Zara managed to generate revenue through online retail during the pandemic, the fact that it suffered a humongous loss cannot be ignored (Guardian, 2022). Before COVID-19, Zara hugely relied on physical stores for revenue generation. It proved to be fatal to the sales of the company during the pandemic.
· Promotion tactics- Zara depends on word of mouth and social media for the advertisement of its products (Loureiro, et al., 2019). It does not invest in video ads, banners, and other modern advertisement methods. To recover from the losses suffered during the pandemic, the company can increase its sale by marketing but it fails to do so. Advertising is also helpful in eradicating the perception of the consumers towards Zara that the brand is expensive.
· Less variation- Due to the constant fast delivery policy, the company fails to introduce variety in relation to colours and sizes of the clothes.
[bookmark: _Toc113220663]Opportunities - 
· Customisation- Zara has a huge number of skilled designers who can be used to increase sales by creating customised clothes. Personalized clothes are a huge trend in the current market. Zara can tap the potential of this trend and earn huge profits.
· Expansion- Zara has immense potential to expand its business. Many countries are untouched by Zara where the business may be expanded.
· Online retail - Online retail has grown tremendously during and after the pandemic which can be used to the advantage of the company. Online retail is also useful in collecting the feedback of the consumers by reviewing and rating systems. This feedback can be used to identify the problem areas of the product and improved accordingly. The company can reach new distant customers through online selling. It is also useful in keeping the customers updated about the availability of the products.
· Trademark design - Zara can create a trademark design to enhance the business growth. Creating unique products can be useful in increasing brand value. The trademark design can be a huge hit due to the popularity and quality of Zara products.
· Advertising- Since Zara doesn't invest much in advertisement like other companies, the company can increase their sale to recover the loss incurred by COVID-19.
[bookmark: _Toc113220664]Threats - 
· Rising competition- Competition is a major threat in any market for any organisation. Since clothes manufacturing is not as difficult as automobile or electronics manufacturing, the competition is on the constant rise in the fashion industry. This can prove to be a threat to Zara as it sells at an affordable rate. Unlike luxury brands, Zara has more competition in the industry. Many new start-ups emerged in the clothing and fashion industry after the pandemic. Zara being a global brand has to face rivalry in domestic as well as international markets. New start-ups can affect the sale of Zara.
· Cheap copies - It is a well-known fact that most brands have cheap copies available in the market. Cheap copies can bring down sales of the companies. Customers tend to purchase products that are cheaper in price. Most people do not possess the knowledge to distinguish between original and duplicate products. Thus the availability of copies can hamper Zara drastically.
· Pressure - Due to the large supply chain of the company, it puts a huge burden on production and customer satisfaction. Unlike other clothing retailers, Zara constantly updates its products every 2 weeks. This can pressurise the company to sell the products at a lower rate in clearance sales. Selling at a low rate usually leads to a decline in brand image. In order to meet customer demands, Zara supplies the products at a faster rate than other companies. This can put huge pressure on the production of the clothes.
· A new pandemic- COVID-19 was not expected to affect all the countries in the world. It emerged and spread rapidly which led to the decline in the sales of most industries. A similar pandemic or epidemic can arise in the future which can affect the revenue of the company. Such a situation cannot be avoided and if not prepared can prove to be a threat to the company.
· Domestic and international policies - Many new safety and health policies were developed to cope with the pandemic. Many countries reduced the working hours of the shops to avoid gathering of people. Other policies also emerged after the pandemic which can affect the sales of the company. Zara has to face policies both international and national.

[bookmark: _Toc113220665]External factor analysis
Outside element in the market is very significant in determining the performance of the company. Factors such as climate, politics, economy, laws, and others need to be evaluated before performing any business activity. This evaluation of factors outside the company is performed using PESTLE. A pestle is a tool used by analysts to evaluate the factors that can affect the organisation (Cipd, 2022). PESTLE stands for Political, Economic, Social, Technological, Legal, and Environmental factors. It helps the company to plan better considering the factors.
[bookmark: _Toc113220666]Political - Political factors can affect the sale of the company to a great extent. Globalisation occurs in all the countries of Europe. This allows Zara to supply its products to most parts of Europe without any restrictions. However, due to the recent war between Ukraine and Russia, Zara has withdrawn its supply from Russia due to sanctions imposed on the country (Guardian, 2022). Also, the people of Ukraine are unable to purchase Zara products due to a loss in the economy. The international relations of the UK with other countries all over the world are very good. This is due to the fact that the UK is a permanent member of the United Nations (United, 2022). This has enabled Zara in expanding its business to numerous countries. Business expansions have drastically increased the sales and brand image of the company. Another crucial political factor is political stability. The UK is ruled by two governing parties which are the Monarch and Parliament. The political condition of the country is very stable. The country rarely encounters terrorism, violence, and other types of disturbances. The UK is found to be one of the most stable countries in the world. This has led the company to sustain and grow in the UK market. Zara is able to open numerous stores all across the country. The stability of the countries is also beneficial to tourism. Tourists are potential customers of Zara.
[bookmark: _Toc113220667]Economic - Economic conditions of the market are another major factor determining the operation of the organisation. Inflation can affect the business of the company to a large extent. Inflation is the condition where the price of the commodities rises due to which the purchasing power of the consumers falls. The income doesn't increase with the rise in price. This leads to the development of inability to purchase. Inflation is on rising after the pandemic in the UK (Cavallo, 2021). Though the sales of Zara are slowly rising, inflation has a great effect. Due to the rise in the inflation rate, people may be unable to buy Zara products. Employment like inflation affects the purchasing power of the people. Less unemployment makes the customers capable to buy the products.  However, the unemployment in the UK is comparatively less than in other nations. The company suffered huge losses in the international market during COVID-19. Many people lost jobs during the COVID-19. Due to the global economic crisis, Zara had to face losses in many countries. COVID-19 gave rise to a scarcity of resources. The company had to purchase the raw material for the clothes at expensive prices. During such conditions, many substitute products at cheaper prices came into the market which affected the sales of the company. COVID also increased the cost of living in most countries. Due to inflation, the cost of living increased which made the customers less likely to purchase Zara products.
[bookmark: _Toc113220668]Social - Fashion has tremendous scope in the UK. This can be seen by the number of fashion designers that the colleges and institute produces. The country is top in fashion education in the world (Times, 2022). The colleges attract people from all over the world. The country hosts the largest fashion festival in the world (British, 2022). There are more than 100 fashion and textile institutes in the UK. Due to such availability of educated and skilled fashion designers, the UK has most of the leading fashion brands in the world including Zara. Consumer behaviour also impacts fashion retail to a great extent. Fashion is a profitable industry in the UK due to the fashion-oriented people present in the country. The shopping habit of the people in the UK is frequent. People frequently purchase the clothes even if they do not wear them. There is an attraction of people towards fashion and trends in the country. Zara updates its clothes timely which makes it cope with the changing trend. Zara produces clothes for all age groups which makes it a profitable business. Unlike the automobile industry which only focuses on people above 19, Zara manufactures clothes for children, men, and women. The population is a great factor that boosts the sale of fashion retail in the UK. The population is growing every year which is a beneficial condition for fashion retailers such as Zara. The birth rate in the UK is much faster than the mortality rate which is the main reason for population growth. A high birth rate increases the chances of sales growth for Zara. The other main reason for population growth is migration. Numerous foreign students visit the country for the sake of their studies. As it is a clear fact that most students are young and adults, Zara benefits highly as the main target customers of the company are youths. However, the company can face huge losses in the UK market in the future due to an increase in old age people. Old people above 65 contribute to the largest part of the population (Ons, 2022). The people of the UK also have high income compared to other countries. This makes people able to purchase branded clothes such as Zara. It also means that even if the cost of the clothes rises, customers can still be able to afford them due to their high income. 

[bookmark: _Toc113220669]Technological - Technology is an important area in the evaluation of external factors. The main advantage of the technology to Zara is online selling. During the pandemic, people began to shop for clothes from online stores as they were unable to purchase physically due to lockdown. Technology played a vital role in sustaining retail in the country. Zara clothes are available on online shopping sites such as Amazon. The company also has its own website for shopping. This eased the process of purchasing for customers. Technology has helped Zara to give access to its products to distant living customers. Online retail has also allowed Zara to collect customers’ feedback and improve accordingly. However, the negative impact of online retail is that there are numerous competitors available with similar products and better prices which can influence the sale of Zara.  Technology has also aided the company in the promotion of its products. Zara promotes its products on social media including Facebook, Twitter, Instagram, and other platforms. This proved to be helpful during pandemics when the company could not advertise via banners and posters. The Internet has educated numerous people about the quality, pricing, and production method of clothes. People are now able to distinguish between good and bad quality clothes. People are switching to clothes of good quality. This has helped the brand to sell the clothes more easily as the customers are more understanding. Technology in the UK is one of the most developed in the world. Any organisation need to innovate in order to sustain and grow in changing market scenario. Technology is helpful in understanding the trends, finding the material for clothes, and resources that are more cost-effective and durable. Zara is improving their products on the basis of research and development and meeting the changing demand of the people.
[bookmark: _Toc113220670]Legal - Different countries have different trade and business laws. The organisation needs to adhere to the rules and regulations of the country to operate and sustain itself. In entire Europe, CMR substances are not permitted to be used in clothes as they are declared carcinogenic, mutagenic, and toxic for reproduction (Inspec, 2022). The substances mainly include arsenic, lead, and formaldehyde. These substances are used by clothing companies to make the clothes wrinkle-free and shrink-proof. The European Chemicals Agency has put limitations on many substances to be used in manufacturing clothes. Such rules need to be followed by companies like Zara in order to continue their operations in the countries. “Copyright, Designs, and Patent Act 1988” restrict the copying of specific designs of clothes by others (Legislation, 2022). Zara is not permitted to copy the clothes designs and originality of the other clothing brand and the company does not allow the others to copy as well.

[bookmark: _Toc113220671]Environmental - Fashion companies result in 10% of greenhouse gases emission globally (Guardian, 2022). The fashion industries are subjected to pressure from campaigns and the government regarding global warming. The people of the modern days are also very concerned about the ecosystem and pollution. This has led many companies to produce carbon-negative clothes. Zara is also planning to manufacture clothes in an eco-friendly manner. Environmental factors such as season and weather are very beneficial for the sustainability of fashion companies. Clothes are designed according to the season. For example, Zara produces woollen sweaters, coats, jackets, and others during winter and cotton and linen clothes during summer such as shirts, shorts, t-shirts, and so on. The UK experiences a temperate climate which is very attractive to tourists due to which the company is able to sell its product to them.



[bookmark: _Toc113220672]Conclusion 
From the SWOT analysis, it was found that internal factors have a significant impact on Zara. The main strengths of the company were found to be affordability, popularity, and a large number of skilled designers. The company is weak in promoting its products. However, Zara can work on its weakness and improve as it has numerous opportunities in the industry such as online retail, business expansion and so on. By PESTLE analysis majority of the external factors were found that affects and could affect the functioning of the company. Political stability has helped Zara to sustain itself in the UK market and International relation in the country has enabled the company to expand its business in foreign countries. Inflation and other economic conditions during the COVID-19 have severely declined the sales of the company. Population and other social conditions have benefitted but also reduced the 
sales of Zara. Technology has proved to be an advantage to the company during the pandemic. Legal and environmental factors mainly affect the operating method of the company.
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