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[bookmark: _Toc18605]Executive Summary
The aim of the report is to reshape Zara’s strategic directions and come up with robust recommendations based on a series of strategic analysis.

Key findings:
· Customer expectations focus on more sustainable and ethical products, fast fashion industry is confronted with sustainable and ethical challenges.
· Faster fashion captures market share gradually due to the development of e-commerce, posing a great threat to the service and speed of Zara.
· Zara faces a host of successive lawsuits since 2011, including discrimination, inequality, sweatshops and copy issues.
· Vertical integration and agile supply chain are not Zara’s sustainable competitive advantages anymore, and it needs to investigate future sustainable competitive advantages.
· Zara is undergone incremental changes through the development of online platforms and sustainable initiatives, but it needs greater changes rapidly to maintain its leadership in fashion industry.

Recommendations:
· Strategic market penetration and expansions in emerging markets
· Strategic collaborations with local e-commerce giants
· Acquisitions of sustainable and ethical fashion groups 
· The combination of a seamless mobile, website and in-store customer experience
· Adjustments and improvements in training courses by HR department
· Creativity encouragement 
· Application of block chain
· Open day to monitor sustainable development annually
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[bookmark: _Toc5330][bookmark: _Toc27674]1.0 Introduction 
The report is undertaken to reshape Zara’s strategic direction and come up with practical recommendations through critical strategic analysis and main findings. The PESTEL analysis and Porter’s five forces shall identify Zara’s current market position and its potential opportunities, threats and weaknesses. The internal environmental analysis based on VRIO model shall focus on its strengths to understand Zara’s sustainable competitive advantages. Main findings show a critical assessment of Zara’s existing strategy based on the strategic analysis. 

Under the guidance of academic theories with regard to Porter's (1979) five forces, PESTEL analysis and VRIO framework, the report shall analyze Zara’s internal and external environment at present through diversified peer reviewed journals and news, official data and evidence. 
[bookmark: _Toc29482][bookmark: _Toc12074]1.1 Company Profile 
Zara, as described by Marketline (2018), is one of largest fast fashion offering retailers, belonging to Inditex SA. It is founded by Amancio Ortega and Rosalía Mera in Spain in 1975 (Inditex, 2019). The company, headquartered in Arteixo, Spain, retails a variety of apparel and accessories such as dresses, skirts, jacket, jeans, outerwear, sweaters, outfits, shoes, bags, belts, etc. There are a series of private brands of Zara: Massimo Dutti, Pull&Bear, Bershka, Stradivarius, Oysho, Zara Home, Uterqüe, etc. Zara is also an international fashion corporate since its first global expansion in Porto, Portugal in 1988 (Inditex, 2019). The fashion group operating nearly 220 markets and 2,200 stores in over 96 countries launches online platforms in Singapore, Malaysia, Thailand, Vietnam and India to integrate stores and online mode in 2017 (Inditex, 2017; Forbes, 2019). Therefore, its services include online ordering, shopping, tracking, shipping, returns and exchanges and delivery nowadays. 

According to Inditex (2017), Zara’s total revenue reached 16.6 billion euros in 2017, and its online sales soared roughly 41 percent accounting for 10 percent of its total in 2017. While its reported revenue was 18.9 billion US dollars in 2018, its revenue growth has been slower than before (Forbes, 2019). In 2018, it ranked forty-sixth among the world’s most valuable brands issued by Forbes (Badenhausen, 2018).  

As stated by the official website of Inditex (2019), it is owing to customers as its key of unique business mode that the top priority of Zara is to guarantee and enhance the quality of customer service. Therefore, the group is committed to creating attractive and responsible fast fashion offering based on its core value of beauty, clarity, functionality and sustainability. Both Join Life and the eco-stores are main programme for Zara to be underway. 














[bookmark: _Toc27877]2.0 Strategic Analysis 
[bookmark: _Toc12833]2.1 Macro-environmental analysis 
[bookmark: _Toc28049]2.1.1 PESTEL analysis
[bookmark: _Toc18054]2.1.1.1 Political analysis
[bookmark: _Toc21446]2.1.1.1.1 Brexit uncertainty
Brexit uncertainty leads to negative repercussions of international stability (Porter, 2016). Although free trade agreements make European countries reduce or eliminate trade barriers all the time, Brexit may bring termination of this agreement (Chu, 2019). In other words, political uncertainty and potential tariffs will have a negative impact on businesses sales and profits. 
[bookmark: _Toc30170]2.1.1.1.2 Government interventions
Global companies may face various national policies due to local governments interventions so that it is difficult for international enterprises to enter or further develop a new market (Shah, 2018). For instance, China and India governments require that foreign firms need to cooperate with a local organization if they want to enter these two markets (Ren, 2017). 
[bookmark: _Toc15251]2.1.1.2 Economic analysis 
[bookmark: _Toc2618]2.1.1.2.1 Business Cycle
According to Hofschire, et al. of Fidelity (2019), most of developed countries have stepped into expansion stages of the business recycle, showing that global economy presents positive but more uneven growth. China’s contraction, in addition to national policy easing measures and trade-policy uncertainty, will have a negative influence on global economies as well. 
[bookmark: _Toc21702][bookmark: _Toc13603][bookmark: _Toc16660][image: ]Figure 1: Different Phrases of the Business Cycle of Economies - Source: Fidelity Investments (2019)
[bookmark: _Toc5059]2.1.1.2.2 World GDP
[image: exp-2019-04-23_01_38_57]
[bookmark: _Toc2745][bookmark: _Toc26715]Figure 2: World GDP Growth Trend - Source: IMF (2019)

According to International Monetary Fund (2019), although GDP growth of advanced economies is becoming slower than before, but it is still on the increase. World GDP is expected to improve since 2019, which means that world economy is still overall stable.
[bookmark: _Toc22493]2.1.1.2.3 Personal disposable income
[image: C:\Users\Administrator\Desktop\https___blogs-images.forbes.com_billconerly_files_2017_09_Consumer-forecast-2017-300x222.jpghttps___blogs-images.forbes.com_billconerly_files_2017_09_Consumer-forecast-2017-300x222]
[bookmark: _Toc22539][bookmark: _Toc215]Figure 3: Personal Disposable Income between 2014 and 2019 - Source: Conerly (2017)

World disposable income is expected to be on the increase in 2019 based on the predict by Conerly (2017). In other words, increasingly consumers will be willing to spend their money rather than save it in banks. Hence, Zara can seize this opportunity to expand and develop businesses in the future.
[bookmark: _Toc26080]2.1.1.2.4 Interest, inflation and foreign exchange rate
[image: ]
[bookmark: _Toc14767][bookmark: _Toc10400]Figure 4: Pound Performance between 2009 and 2019 - Source: BBC News (2019)

Although world’s inflation presents moderate, there is an upward trend among many developed economies (United Nations, 2019). In order to strain increased inflation rate, many countries choose tightening monetary policy to restrain purchasing demand of consumers (Hofschire, et al., 2019). In addition, fluctuations of interest rate and foreign exchange rate will affect consumers’ choices and businesses development (Tchakarov and Elekdag, 2006; Engel, 2016). For example, Brexit uncertainty leads to weaker pound sterling, and foreign companies can spend less money to enter or develop Britain market (Mustoe, 2019). Therefore, Zara in United Kingdom may need to change its strategy to face fluctuations of interest, inflation and foreign exchange rates and use less money to invest in the British market.
[bookmark: _Toc30607]2.1.1.3 Sociocultural analysis
[bookmark: _Toc28492]2.1.1.3.1 Aging populations 
Increasingly countries, as demonstrated by the United Nations (2017), has entered into the aging society, and it further predicts that approximately eight in ten of the elder people around the globe will be living in the developing regions by 2050. In other words, Zara owing manufacturing factories in developing countries will be challenged by inadequate workforce and increased workforce costs. The United Nations (2017) also predicts that the number of older persons will surpass that of children aged ten by 2030 and that of adolescents and youths by 2050, indicating that Zara will face more and more older consumers rather than merely youths and adults in the future. 
[bookmark: _Toc8679]2.1.1.3.2 Changes in lifestyles and fashions
With the development of multipolar world, growing digital-connectivity trends are undergoing huge changes. Consumers prefer engaging experience, responsible living, uniqueness and creativity (Kantar Consulting, 2018). What is more, according to the fashion future report of Accenture (2018), there are five mega-trends indicating the future of sustainable fashion. Connected clothes enable consumers digitalize and personalize clothes. Innovative recycling brings disruptive ways to recycle worn out clothes. Power of nature makes firms adopt natural substances and organic processes. Closet renting fits sharing economy. Long-live fashion promotes re-selling platforms and re-design concepts of clothing. 
[bookmark: _Toc7186]2.1.1.4 Technological analysis
[bookmark: _Toc6474]2.1.1.4.1 Development of digitization and E-commerce
According to Forbes (2018), sales of worldwide retail e-commerce are expected to grow over triple in 2021 compared to that over 2014. Deloitte (2017) shows that e-commerce has great impact on sales of bricks and mortar owing to the development of digitization. The fashion industry also faces the challenge of digitization and e-commerce affecting organizations’ internal culture (Lay, 2019). For example, ultra-fast fashion groups are those online-only players such as Boohoo.com and Missguided, replicating fast fashion groups’ business model but showing faster production and lower costs than fast fashion industry (Dowsett, 2018b).
[image: ]
[bookmark: _Toc23297][bookmark: _Toc30208]Figure 5: Retail E-commerce Sales Worldwide from 2014 to 2021 (in billion U.S. dollars) - Source: Statista (2018) and Forbes (2018)
As shown in the figure 6, it is obvious that digital disruption provides diversified enterprises with an important opportunity to change their strategies and gain competitiveness (Singh, 2018). In addition, according to World Economic Forum (2016), artificial intelligence is considered as the fourth industrial revolution. Therefore, international organizations should make the most of digital technology to seize this great chance to develop themselves such as augmented reality (AR), virtual reality (VR), AI, blockchain, Internet of Thing (IOT) (Card, 2016).
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[bookmark: _Toc23639][bookmark: _Toc5286]Figure 6: Digital Disruption Changed the Rules: A New Kind of Competition: Winner-Take-All - Source: Forbes (2018)
[bookmark: _Toc14692]2.1.1.4.2 Popularity of social medias
According to McCue (2018), almost each corporate begins to set up official account in social medias to push relevant notifications and messages and build a closer relationship with current consumers and potential customers owing to increasingly popularity of social medias. McCue (2018) further points out that social media has been one of major sources for consumers to look for information related to brands and services. Zara spent less money on marketing though, it is active in social medias such as Facebook, Youtube, Instagram, Twitter and LinkedIn and regarded as one of successful fashion groups due to a large volume of followers on social medias (Ravi, 2018). 
[bookmark: _Toc16641]2.1.1.5 Ecological analysis
Increasingly consumers would like to purchase things within the scope of sustainable brands nowadays, and generation Y is regarded as green generation (Rogers, 2013). However, the development of fast fashion industry worsens global warming and pollutions (Harrabin, 2018). Therefore, more and more fashion organizations focus on sustainable development and corporate social responsibility (CSR) so that they can be recognized by customers (BBC News, 2018). As a famous fashion retailer, Zara also begins to lay emphasis on sustainable development in each process. For example, parts of Zara’s clothes are made of organic or recycled fabric, and they launch a series of projects such as JoinLife (Inditex, 2017). 
[bookmark: _Toc9438]2.1.1.6 Legal analysis
Different laws and regulations in countries require that international organizations need to abide by local business-relevant regulations such as labor laws, health and safety laws as well as copyright laws (Dewhurst, et al., 2012; Hansen, 2012). Zara as a global company produces and sells its products in different countries while it faces a variety of lawsuits in recent years. It was accused of gender discrimination, anti-semitism and anti-gay discrimination, child labor, sweatshops in other countries (Burgen, 2011; Clare, 2015; Girit, 2017). It can be concluded that global enterprises are supposed to fully understand and abide by local laws and regulations when they want to expand and develop themselves in other countries.
[bookmark: _Toc12766]2.1.2 Porter’s five forces analysis
[bookmark: _Toc9987]2.1.2.1 Threat of new entrants
There is high threat of new entrants for Zara. In terms of fast fashion industry, there is low entry barrier for start-ups and independent designers or studios on the account of the convenience and direct communications of online platforms (Edelman, 2015; Jallad, 2017). Although Nicole (2016) and Peter (2017) states that fashion firms with economies of scale or long-term customer loyalty are hard to be caught up by other companies, faster fashion groups such as Boohoo.com and Missguided break through these limitations and now they are popular among younger generations (Dowsett, 2018b). Moreover, ready-to-wear fashion industry has witnessed slower revenue growth in recent years while super-fast fashion faces growing revenue (McKinsey, 2019). Obviously, with the advent of e-commerce, fast fashion companies have been deeply influenced by new entrants.
[bookmark: _Toc24915]2.1.2.2 Threat of substitutes
Zara is also exposed to high threat of substitutes, especially the rise of ethical and sustainable fashion and second-hand fashion. As stated by Pinnock (2018a), increasingly customers are concerned about green fashion. Sustainable fashion and ethical fashion in Google Search have grown nearly 46 percent and 25 percent respectively since 2012. A variety of green fashion brands are preferred by customers, such as Veja, Reformation and Nanushka (Pinnock, 2018b). What is more, According to ThredUp Resale Report (2018), it is estimated that second-hand fashion is worth of roughly 20 billion dollars at present and 41 billion dollars by 2010 so that this kind of fashion can be considered as big business in fashion industry. Haan (2019) also describes that there are many popular online resale platforms now, showing that green fashion is becoming more attractive to consumers.
[bookmark: _Toc23191]2.1.2.3 Bargaining power of customers
As described by high threat of substitutes, customers have shown the third preferences and tastes in fashion industry, which poses a big threat to those famous fast fashion brands including Zara. Indeed, fast fashion brands has lost customers’ expectations so that consumer role has shifted to a more dominant influencers (Lay, 2019). They prefer ethical, sustainable or second-hand fashion and online shopping and payments. All transformation challenges fast fashion brands, and customers have high bargaining power. 
[bookmark: _Toc21984]2.1.2.4 Bargaining power of suppliers
Ready-to-wear fashion is characterized as effective supply chains so that it can thrive on constant changes of customers’ needs and keep up with modern fashion (Hines, 2010). Obviously, fast fashion brands have strong bargain power over suppliers when they choose to set up manufacturing factories in developing areas or cooperate with local manufacturers in developing countries such as China and India (Remy, et al., 2016).  
[bookmark: _Toc20409]2.1.2.5 Competitive rivalry
Intense competitions are in the fast fashion market for two reasons. First of all, there are many famous and popular global fashion groups such as Zara, H&M, Forever 21, which have commanded a majority of market share worldwide (Wattles, 2016). Besides, there are many small, local or emerging ready-to-wear fashion companies around the globe to serve customers by means of their own unique features and characteristics (Keller, et al., 2014). Then, Zara’s rivals like H&M and Gap would like to mark down prices during various festivals to clear its products while Zara expresses that it does not discount. Therefore, with the development of intense competitions including new entrants, green fashions and fast fashion groups, Zara may not be chosen as the top priority by customers any more (Dowsett, 2019). Secondly, ethical, sustainable, second-hand and faster fashion attempt to seize the market share gradually, as what has been analyzed above.
[bookmark: _Toc31805]2.2 Internal environmental analysis 
There are totally five significant and competitive resources and capabilities to make Zara a top dog in the fast fashion industry, and these five factors are analyzed in this section based on VRIO framework to investigate Zara’s sustainable competitive advantages.
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[bookmark: _Toc10599]Figure 7: Zara’s resources and capabilities analysis based on VRIO framework - Source: Adapted from Johnson, et al. (2016)
[bookmark: _Toc20723]2.2.1 Small lots products in Zara
Different from other fast fashion corporate through its manufacturing process at first, Zara manufactures and sells their apparel and accessories in small lots. In other words, customers need to make a decision to purchase it or not at once because products will be changed after two weeks, which can cause customers’ impulsive consumption easily (Prasad, 2015). Indeed, small-batch manufacturing and sales often stimulate consumers’ desires to purchase their products due to a scarcity value so that the fashion groups are able to make more profits. (Hill, et al., 2016). Zara strongly supports the mode of small-batch manufacturing and sales. As shown in the table, small lots products are valuable to Zara because this kind of manufacturing and sales mode provides Zara with a differentiated opportunity to make profits, create a scarcity value and lead fast fashion. However, many other fast fashion organizations follow suit such as H&M (Wilson and Yllka, 2017). Therefore, small lots products can be regarded as a realized competitive parity based on the criteria of VRIO model.
[bookmark: _Toc2747]2.2.2 Customer-oriented work team in Zara
Zara is proud of its customer-oriented design team, products managers. On the one hand, store managers, as described by Danziger (2018), are responsible for collecting and monitoring to customers’ initial reactions and in-season feedback. For example, there are totally over 17 million inquiries from their customers in 2016 and products managers can collect these data and report to the Zara’s headquarters in order to improve its products and services at all times. Danziger (2018) also states that Zara focuses on the training of work team based on Zara’s initiatives of diversity, mutual respect, equality, work-life balance, etc. Zara tries to foster professional work teams capable of high-engaged interactions with customers. On the other hand, Zara’s design team will constantly develop specific fashion designs according to feedback received from managers and newest trend and send these designs to factories rapidly to produce them (Hansen, 2012). Undoubtedly, Zara’s work teams are committed to fashionable apparel and accessories designs and production on the basis on their customers’ changing tastes and preferences. Compared to other fast fashion groups, Zara is distinguished from its customer-oriented work team based on a pull model (Robinson, 2015). Nevertheless, this competitive advantage can be copied by other companies through flexible adjustments to work teams training so that it belongs to a realized temporary competitive advantage. 
[bookmark: _Toc8597][bookmark: _Toc1685]2.2.3 Strong customer loyalty in Zara
Generally speaking, a loyal customer is expected to visit physical stores twice to three times per year, but the appearance of Zara breaks this norm because its loyal customer can visit it nearly six times annually, indicating that customers show a strong loyalty to Zara (Kohan, 2018). Typically, loyal customers are estimated to account for nearly 80 percent of the sales of organization. In other words, more loyal customers indicate higher profit margins and market share (Tugend, 2016). Indeed, Zara is one of world’s strong performers in fast fashion industry at present, which cannot be separated from this competitive advantage. What is more, these loyalists are cultivated to become brand evangelists and influencers to share and recommend Zara to their social webs on social medias, attracting more potential shoppers to be attached to Zara (Danziger, 2018). Thus, strong customer loyalty can be considered as a realized sustainable competitive advantage but it needs Zara’s constant efforts and innovation to maintain this competitive advantage.                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                                         
[bookmark: _Toc3236]2.2.4 Vertical integration in Zara
At the heart of Zara’s success is its vertical integration including self-designed process, just-in-time production, marketing and final sales (The Economist, 2011). In general, most of fashion brands take at least 6 months to finish the whole process from the design stage to the shop floor while Zara’s vertical integration accelerates the process and it only takes ten to fifteen days to finish all processes (Petro, 2012). There are three parts which are deeply influenced by vertical integrated business model. Firstly, its designers and other personnel are organized as a vertical team as what has been discussed above. Secondly, Zara’s agile supply chain laid a solid foundation for its business model. Rather than outsourcing, Zara as an international company ensures roughly 60 percent of its productions and operations are close to its Spanish headquarters (Inditex, 2017). As described by Ruddick (2014), Zara prefers proximity markets such as Portugal and Morocco, which is singularly different from other fast fashion groups because they give preference to low-costs labor from the third world. Moreover, Zara established more than 14 high-automated factories in Spain where robots produce many unfinished “gray goods” (Petro, 2012). Then, with the proximity of these factories, their products can be quickly delivered to its Spanish distribution center and shipped to its world’s physical stores twice a week (Bailey, 2015). It can be noticed that Zara’s vertical integration support it to own the entire supply chain and manage all processes to guarantee quality and speed. However, Bailey (2015) also points out that vertical integration business model makes Zara unable to acquire scale economies so that Zara is impossible to enjoy the advantages of manufacturing large quantities of products for a discounted rate, and other ready-to-wear fashion companies also can replicate its agile supply chain and vertical integration model in the future although there are a few companies to do so. All in all, it is a realized temporary competitive advantage.
[bookmark: _Toc2066]2.2.5 Inventory management in Zara
Zara pioneers its inventory management to keep low inventory all the time compared with other retailers (Morris, 2014). During the process of production, Zara requires its automated factories to adopt just-in-time inventory management invented by Toyota Motor Company so that it can minimize inventory holding costs and reduce wastes (Petro, 2012). What is more, Zara uses technology to forecast customers’ demands to manufacture goods (Loeb, 2013). As for the sales stage, Zara deploys Radio Frequency Identification (RFID) technology to integrate its inventory in physical stores with its online warehouses. This different inventory management is valuable and rare but it is also easy to be replicated by its competitors.


















[bookmark: _Toc15781]3.0 Main Findings of Strategic Analysis
Combined with the previous environmental analysis, the section assesses Zara’s existing strategies based on academic theories and models to investigate its future strategic directions. 
[bookmark: _Toc19525]3.1 Existing corporate-level strategies
[image: ]
[bookmark: _Toc27650][bookmark: _Toc6428]Figure 8: Zara’s existing strategies between 2016 and 2019 based on Ansoff’s matrix - Source: Adapted from Ansoff’s matrix (1988)
Ansoff’s matrix consists of market penetration, products and services development, market development and diversification on the basis of two dynamic indicators (Johnson, et al., 2016). As shown in the figure 7, Zara developed four growth strategies to maintain its leadership, expand market shares and achieve strategic growth between 2016 and 2019. In terms of market penetration, Zara prefers cities’ shopping districts or busy areas with large volume of people to inaugurate its flagship stores. In 2016, Zara opened the doors of its new flagship stores with 3,600 square meters in Barcelona’s famous architecture built for the World Fair in 1929 (Inditex, 2016). The same year, it opened one of biggest stores with 47,361 square meters in Manhattan's SoHo district (Inditex, 2016). Besides, it unveiled 524 new stores in 58 markets in 2017 and 51 markets in 2018 (Inditex, 2017; Inditex, 2018). As for market development, Zara’s international expansions focus on new markets of Vietnam, New Zealand and Belarus from 2016 to 2017 (Nhi, 2016; Redstall, 2016; Inditex, 2017). It is worth noting that these shops are eco-efficient on account of Zara's environmental plan. However, as analyzed by the previous section of PESTEL analysis, although customers’ disposable income is expected to increase, strong foreign exchange rate such as euro take toll on profits of Zara’s market penetration and expansions (Dowsett, 2018a). Aging populations may lead to less workforce and higher labor costs (Lee and Mason, 2017). A series of lawsuits damage Zara’s brand image so that the public is hard to trust Zara statement. For instance, Zara announced that they launched initiatives such as JoinLife and eco-efficient stores but the public suspects it may be greenwashing (Kaushik, 2017). For new products and services in existing market, Zara has supported mobile payments across all Spanish flagship stores for the improvement of customer experience and simplification of purchasing processes since 2016 (Inditex, 2016). In 2018, Zara opened its first pop-up store as brand-new concept, marking a millstone of integration of online platforms with physical stores (Inditex, 2018). Moreover, Zara announced that its online platforms can be available in 106 markets in 2018 and its online presence will be displayed in 202 markets by 2020 (Inditex, 2018). However, Zara offered online shopping since 2007 and guaranteed further online presence, but it is still inevitable that Zara faces challenges from e-commerce including Amazon, Boohoo.com and so on (Dowsett, 2018b). Hence, it still needs to speed up the integration process, find its unique competitiveness and make the most of it as soon as possible to compete with these strong opponents. In terms of diversification strategy, Zara debuts Zara Ultimatte lipsticks recently (Winter, 2018). In 2019, Zara is intend to launch customization service for jeans to satisfy customers’ needs (Dowsett, 2019). However, Dowsett (2019) also shows that it has not brought much profits actually but it follows the hottest trend.
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[bookmark: _Toc12341][bookmark: _Toc29538]Figure 9: Zara’s jeans customization - Source: Reuters (2019)
[bookmark: _Toc23946]3.2 Existing business-level strategies
[image: ]
[bookmark: _Toc20808][bookmark: _Toc2103]Figure 10: The strategy clock - Source: Adapted from Faulkner and Bowman (1995)
According to the internal environmental analysis, it is obvious that Zara adopts a hybrid strategy at 12 o’clock of the strategy clock. Zara has built its differentiation strategy in order to respond customer trends rapidly through customer-oriented designers, small lots products and vertical integration (Petro, 2012; Madden, 2015; Loeb, 2015). As for its cost-leadership strategy, Zara is characterized by its forward and backward integration to save costs, and its effective inventory management eliminates wastes and minimizes unnecessary inventories. Although its costs decreased a lot, its prices are still a little higher than other fashion groups because it provides better quality than them. It is owing to high-quality products at moderate prices that Zara attracts more customers and gains brand loyalty (Hansen, 2012; Louw and Venter, 2013). Nevertheless, as what has been mentioned above in the Porter’s five forces, its hybrid strategy is difficult to maintain. Ethical, sustainable and second-hand fashion demonstrates greater differentiation and customer preferences while super fast fashion shows faster processes, lower prices and more styles. 
[bookmark: _Toc20668]3.3 Brand management
According to Inditex (2019), multiculturalism, diversity, respect and equality is its commitments to their employees. Indeed, there are 174,386 staff speaking 57 languages from 97 countries up to now, indicating that the group supports diversity and inclusion policy. In addition, the group reached an agreement with UNI Global Union to guarantee all the labor rights in 2009. The same year, it supported Gender Equality Plans to prevent gender discrimination and sexual harassment. In order to reduce gender discrimination, it has implemented the EQUAL Community Initiative proposed by the European Commission, the Spanish Coordinator of the European Women's Lobby and the Carolina Foundation since 2006. All these actions show the group wants to create an inclusive and equal work environment. However, Zara was accused of slave labor, child labor and sweatshops in Brazil in 2011 (Burgen, 2011). It faced a 40 million dollars discrimination suit in 2015. A former in-house counsel called Miller said Zara’s discrimination culture because he is Jewish, American and gay as well as Zara’s creator Amancio Ortega because he emailed porn picture and boasted sexual exploits with female staff to Miller (O'Connor, 2015). In 2017, it was met with a controversy not paying wages for over 140 workers in Turkey (NilKöksal ,2017). These suits obviously is not in accordance with their commitments and agreements, damaging its brand image. Besides, Zara is also mired in controversy related to copy (Puglise, 2016; Hanbury, 2018). To be honest, Zara’s image is not what it used to be before although it offers better quality at moderate prices, impacting customers’ experience and brand values. Therefore, Zara needs to lay emphasis on changes in brand management and internal 
management. 
[bookmark: _Toc9938]3.4 Strategic changes
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[bookmark: _Toc12018][bookmark: _Toc10205]Figure 11: Strategic Drift - Source: Johnson, et al. (2016) 
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[bookmark: _Toc24686][bookmark: _Toc18016]Figure 12: Four Generic types of change - Source: Balogun, et al. (2016)
Through the previous analysis, digitization and sustainable development are influential mega-trends. In order to keep up with environmental changes, Zara develops eco-efficient stores and JoinLife initiative as well as launches online platforms in 202 markets (Kaushik, 2017; Inditex, 2018). So, it can be noticed that Zara is in incremental change at present, and therefore Zara obviously adopts adaption to carry out strategic changes. Nevertheless, these actions are not enough for Zara to maintain its leading position and develop itself. Besides, both JoinLife and personalization are small-scale, accounting for low proportion of profits (Dowsett, 2019). 























[bookmark: _Toc26494]4.0 Conclusion
Zara, a world-class fast fashion corporate, features agile supply chain, vertical integration and hybrid strategies. The group leads the trend of fast fashion worldwide and captures the whole market rapidly, defeating traditional fashion companies. However, it states that the growth of revenue has been slower than before recently. The report therefore conducts the following in-depth strategic analysis to evaluate its existing strategies and reshape its strategic directions. 

First of all, PESTEL analysis finds that political and economic environments are generally stable although Zara as a global company may be influenced by Brexit uncertainty, governments interventions and fluctuations of national economic indicators. The future impact of aging populations, changes in lifestyle, fashions and the rise of e-commerce and the implementation of CSR need to be taken into considerations so that Zara is capable of preventing potential issues, and legal analysis shows that Zara is confronted with a host of lawsuits and its brand management needs to be improved. Secondly, Porter’s five forces demonstrate that Zara faces intense competitions with sustainable, ethical, second-hand and faster fashion opponents so that customers’ bargaining power is stronger than before as well. Then, VRIO model finds that its competitive advantages arising from fast fashion are not sustainable anymore and it should make the most of its strong customer loyalty to investigate its future competitive advantage. Lastly, in order to put forward new problem-oriented strategies, main findings of strategic analysis give critical assessment of Zara’s existing strategies combined with the previous strategic analysis, identifying its strategic problems.




[bookmark: _Toc9954]5.0 Recommendation
[bookmark: _Toc17899]5.1 Corporate-level strategies
Although increasingly customers in developed countries prefer green and faster fashion, there are still many consumers enjoy ready-to-wear fashion in other countries. Zara therefore should continue to develop its market penetrations and expansions to win strong global presence as its one of competitive advantages. The group needs to pay more attention to emerging markets such as India, China and ASEAN due to a tremendous jump in consumers’ income and expenses (World Economic Forum, 2019). What is more, in terms of Zara’s online presence, strategic partnerships with local e-commerce giants should be taken into consideration. If there are strong local e-commerce opponents, collaboration is better than competition because local third-party platforms can help Zara reach more local consumers rapidly and save digital costs. 
[bookmark: _Toc27879]5.2 Business-lever strategies
Zara adopts a hybrid strategy to achieve its strategic intent that fashionable products at highest possible quality can be affordable (Inditex, 2017). However, it is impacted by emerging competitors. Nowadays, Zara needs to lay more emphasis on differentiation. The best way for Zara is to combine the advantages of sustainable fashion and faster fashion. On the one hand, sustainable and ethical fashion does not lay a solid foundation now while Zara with strong customer loyalty, economic power and global presence can undertake strategic mergers and acquisitions of these fashion groups and preoccupy most markets rapidly. On the other hand, for faster fashion and e-commerce, Zara needs to speed up the integration of online platforms with physical stores to achieve the combination of a seamless mobile, website and in-store customer experience as its one of competitive advantages that online competitors cannot replicate. For instance, Zara can offer services such as in-store pickup and virtual assistants.
[bookmark: _Toc22687]5.3 Brand management
There are three ways to repair Zara’s damaged image. First of all, HR departments should make reasonable adjustments and improvements with regard to employees’ training and selection. It can set up new training courses related to gender, racial equality and sexual harassment. Besides, HR practitioners are supposed to ensure every employee understand its zero tolerant attitudes towards these issues and direct consequences for those employees who fail to comply with these regulations. As for designers, Zara should begin to encourage designers to unleash their creativity and design by themselves, indicating that Zara needs to achieve shifts from copycats to self-designed brand. Secondly, Zara needs to draw up a specific plan or utilize block chain technology to monitor its outsourcing factories regularly. Lastly, Zara can choose an open day annually to invite its customers and medias to visit their sustainable activities.  
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