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Executive Summary
The report discusses the risks and opportunities of the future prospects of ZARA. The report clearly demonstrates a clear picture of the company by including SWOT, PESTLE, PORTER FIVE FORCES and VALUE Chain analysis. It is a clear projection of ZARA’s marketing as well as external and internal projection. 
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[bookmark: _Toc90409551]Introduction 
COVID -19 is currently the most concerning issue the entire world has been facing since the end of 2019. The viral infectious disease has successfully stopped the normal pace of the world and has massively affected the lives and businesses. All the sectors including the fashion industry have faced a massive drawback in the sales and in their supply chain. Even though the vaccination campaigns have started successfully in most of the countries, the after-effects of COVID-19 are still continuing to ravage the world. One of the major fashion stores is ZARA which has experienced huge effects in its sales due to the rise and spread of the pandemic. Even though the company has earned a handsome revenue over the years in the UK, the rise of coronavirus infection has caused a pause in the normal flow of the sales. At the same time the company has faced many other drawbacks such as lack of sales, reduced growth rate etc. The report sheds light on the internal and external analysis of the company on the background of ongoing pandemic. 
[bookmark: _Toc90409552]Background to the context 
ZARA is one of the major clothing brands all over the world who has a large share of profit in the huge fashion industry. The owner of ZARA, Inditex is one of the biggest fashion retailers in the world who holds a massive legacy over the clothing items they sell. The Spanish group has nearly 7000 shops all over the world while only the UK is the home to 100 ZARA outlets (COURSERA, 2021). The pandemic has caused the shop to take measures with regard to the COVID restrictions which has cost it the loss of a quarter of trading hours. In the three-month period during the first quarter of 2021 the company has posted sales worth Eur 4.9bn which is at around 50% up from 2020. However, the sales percentage of the company is still 17% below than it was before the pandemic (Aabed, 2017). Thus, this assessment will be analyzing the issues related to the pandemic situation with regard to this company for better solution seeking. 
[bookmark: _Toc90409553]Vision and Mission of the company
The company has its vision to make its contribution in the total sustainability of the society and the environment. 
ZARA’s mission is to provide their customers what they want and to research them faster than any other competitors. 
[bookmark: _Toc90409554]Aim and Objectives 
Aim 
The ultimate aim of this assessment is to highlight the impact of the pandemic on ZARA through internal and external analysis. 
Objectives 
1. Understanding the impact of COVID in terms of fashion industry 
2. Analyzing the performance of ZARA during COVID-19 
3. Evaluating the performance of ZARA onslaught of the pandemic 
[bookmark: _Toc90409555]Rationale 
The impact of COVID-19 has negatively hit the growth of the fashion industry as well as ZARA. During the first quarter of the previous year this Spanish clothing line Inditex Group has generated net sales worth 3.3 billion euros which is measured as about 2.6 billion of drop from the similar period of 2019 which has happened due to the alarming crisis of coronavirus (Feng, et al. 2019). During the same period of 2021 the company has lost around 409 million euros in its net revenue which sends an ongoing message that the company is still struggling to cope up with the effects of the crisis. Hence, this assessment will be discussing the relevant areas regarding the solutions that can be adopted to improve their sales. 
Analysis
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The SWOT Analysis of ZARA performs the analysis of the brand through its strength, weakness, opportunities and threats. The SWOT analysis will assess the company’s performance during the time of pandemic which is quite important to understand the movement of growth the company has achieved during the period of crisis. 


	Strength 
	Weaknesses 

	1. ZARA operates with more than 7000 stores in all around the globe 
2. Run by Inditex - one of the biggest clothing retailers in all over the world (IPL, 2021) 
3. Bigger brand name in all around the world 
4. Effective online presence 
5. Low cost supply chain management 
6. Great at offering trendy fashionable clothes 
7. Offers faster delivery of clothing 
8. Apart from clothing the shop also sells other fashion accessories
	1. Limited power over brilliant advertising compared to the competitors 
2. Quite an expensive brand 
3. The online operation is quite less impactful than others 
4. Limited market share 
5. Higher brand switching 

	Opportunities 
	Threats 

	1. Many markets are there to welcome ZARA 
2. Opportunities to design more innovative clothing style 
3. Prospects to tap into the effective eCommerce growth to cope up with the shopping behavior after the pandemic 
4. Opportunities to start a clothing segment for various category of people 
5. The company can embrace cultural clothing stylings
	1. Rising number of fashion merchandiser can be a threat for the company 
2. People’s tendency limit fashion purchases due to pandemic can be a major threat 
3. Customers switching to other cheaper competitors can be a threat. 
4. Enhanced strategies of the competitors such as H&M, Forever 21, Balenciaga, Levis,Chanel, Louis Vuitton, Prada, Ralph Lauren, Calvin Klein etc can be a major threat. 
5. Fake imitation of ZARA clothing can hurt their business



According to the research, the company has been dealing with significant success since its inception. Whether it is in terms of the quality for the clothes or the brand value, the company never fails to meet the expectations of its customers. At the same time, research further demonstrates that the company has a stronger ground on its retail stores as it has more than 7000 outlets all over the world. The research also highlights that the company has experienced a major sales percentage over the years with its effective marketing policy. Being the part of Inditex, who is also the parent company of Mango, the company proceeds with a highly effective business strategy which makes it a bigger brand. ZARA has a well-established brand name all over the world which makes it one of the favorite brands of all the bigger stylish, fashion influencers and celebrities (ZARA, 2021). At the same time, the supply chain management is quite low which makes the processing operation quite effective. However, the company faces higher competition for its market share due to brand switching. Besides, even though the brand name is highly effective, the advertising power of the company is quite weak. The online presence of the company is quite remarkable yet not much robust. However, the company has brilliant opportunities to explore the global market. On the other hand, the company can also strengthen its eCommerce ground in order to help people with contactless shopping. The threats that the company can face is, from its competitors like H&M, Prada, Louis Vuitton, etc who are working continuously to improve their marketing strategy. On the other hand, the ongoing supply chain crisis all over the world can also be another problem for the brand to operate their sales smoothly around the globe. 
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Figure 1: SWOT Analysis of ZARA
(Source: IPL, 2021) 
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	Factors 
	Analysis 
	Likelihood 

	Competition of the industry
	The company faces bigger competitive forces from the fellow clothing lines called H&M, Prada etc. Even though ZARA is a much qualitative and quantitative affordable alternative in the industry, H&M also tends to go neck to neck with the company. At the same time the supply chain model of the company is quite powerful. On the other hand many retailers tend to come up with new launches after a few months of gap , while ZARA comes up with new launches quite frequently. The company is quite sound with its upgraded fashion styles which makes it quite popular among the customers. The company goes on to collect 80% of its full ticket pricing from its retail market. On the other hand, the market takes 60-70%. Due to this reason the net margin of the company reached 10.5% during 2001(Yu and Darch, 2020). 
	Moderate

	Potential for the new entrants 
	Due to the faster growing fashion industry and for the approaching fiscal crisis people are focusing more on economic goods. ZARA works on such problems through offering reasonable pricing with better quality of the clothes. However, the problems like the increase in the euro rates causes price increase which might make the company lose the scope of being affordable in contrast to other newly-made brands. The company has earned its reputation with its brand equity and shorter sales cycle. The company works with its faster growth with its power of diversifying the style in all the directions. The company needs to make investment in the new emerging markets to ensure its sustainable growth and to combat the forces of new entrants. However, the risk for ZARA is quite low than its competitors due to its continuous cash flow. 
	Low 

	Power of suppliers 
	Due to the rising globalization the company is facing weekend power from the suppliers from the low wage boundaries of China. The company provides its suppliers contracts with licenses so that they can stay true to the requirements which leaves no space for the design variety which eventually lessens their hold in the respective market. At the same time the bargaining power of the suppliers are stronger enough due to the switch in cost. On the other hand, brands prefer to build up relationships with those suppliers who can ensure better quality and safety. The suppliers on the other hand enjoy the brilliant arbitrage through price settling for all the required materials. The power of suppliers is quite high here. 
	High 

	Customer’s power 
	ZARA is spending at least 0-0.3% of its total budget on the grounds of advertising. The company highly relies on its brand awareness (Filosto, et al. 2021). It also makes investments in the R & D department for understanding the needs of the customers and to stay ready with the collections to fulfill the demand. On the other hand, the consumerism of the field of fashion is not easier to predict. Customers can easily purchase their choices accordingly from the brand. On the other hand, the limited stock availability makes the marketing even more exciting for the customers. The company needs to work on their pricing to ensure that there are less reductions in their clientele (Aftab, et al. 2018). 
	Low 

	Threat of alternative products 
	Companies like H&M, Prada etc. can compete with ZARA in terms of affordability. The company needs to work with better advertising strategies which might help it to reach out to even more customer base. At the same time, it can help the company to tackle its economic crisis effectively. At the same time the supply chain of the company is not that effective or successful like its parent company. 
	Medium 



[bookmark: _Toc90409560]PESTLE Analysis: 

	Political
	ZARA is a Spanish-based brand which makes it eligible to enjoy all the major benefits of working with a business along with the European Union. Due to this fact, the company enjoys the brilliant pros of running its business in the trade agreement of the country (Soroya, et al. 2021). At the same time, this makes it easier for the company to make things easier to import its material and export the end products within the EU (ARTSCOLUMBIA, 2021). Besides, ZARA can also easily send its merchandise to all over the globe quite effortlessly at a lower cost. The free trade policies of the EU are quite beneficial for the company. 

	Economical 
	Spain usually has one of the highest unemployment rates within the entire continuity which means that it had quite a lower cost labor compared to other countries of Europe. ZARA enjoys the benefit of manufacturing a good amount of its products at its home country where the labor cost is quite low. It lets the company enjoy the benefit of minimizing the cost of labor which effectively improves its profitability (Li, 2021). ZARA operates its sales with relative affordability compared to other brands present in the UK. However, the relativity in terms of its affordability helps the company to even operate in poorer countries such as Spain. Apart from that, ZARA is a popular brand name to most of the shoppers. The company has built up its brand name over the years which is evident of its hard work. At the same time the strong brand presence of the company helps it to earn a good enough profit margin which offers better economic benefit. In the 2.708 trillion USD GDP of the UK, the fashion industry has a major share (STATISTA, 2021). The impact of COVID has effectively lowered the annual revenue of ZARA as its net income was 436 million euros in 2020 compared to 1.2 billion Euros during the third quarter of 2019.

	Social 
	The online shopping trends are changing rapidly. It is highly important for the brands to stay engaged with online shopping trends in order to cope up with new age competition. However, ZARA has already tapped into the world of eCommerce with its web shopping feature. In order to excel in its e-Commerce strategy, the brand needs to pay more attention to its online selling performances. 

	Technological 
	ZARA is one of those brands who are quite focused towards making use of new technologies in order to improve their expansion. The brand needs to work on generating a bunch of data so that it can stay true to its strategies (Duoyan, 2021,). Thus, the company is looking for big data in order to reach out to a better range of customers. In order to enhance the performance, the company needs to work on its data collection and analysis (Xuejie, Chang and GuangHao, 2019). It can further help the company to understand behavioral traits of the customers which will ultimately help the company to stay true to their marketing and sales tactics. 

	Legal 
	ZARA needs to abide by certain laws and legislations. For the fashion brands it is important to stay abide by the copyright laws which are quite complex in manner. In order to present its fashion ideas and new launches in front of the world the company most of the time deals with copyright issues as the other brands such as Balenciaga, Adidas already endorse similar products (Li, 2021). Since the brand deals in more than 7000 locations where it needs to deal with plenty of legal rules and regulations in order to perform business on an international ground. 

	Environmental 
	The company deals with many aspects related to the environment. The fast fashion trend is related to the idea of wastefulness. Many fast fashion products are also not sustainable. Since ZARA is a fast fashion brand, it tends to deal with wastefulness which leads to environmental issues. As shoppers are becoming eco-conscious, it can create a negative implication for the shoppers (Li and Ukhova, 2021). In order to show the concern regarding the environment Inditex has come up with its sustainability pledge. The brand also shares its commitment towards saving water through its website. 



[bookmark: _Toc90409561]Value Chain Analysis 
ZARA has easily managed to develop its business model which is quite effective to understand the entire workability of the company. The value chain analysis helps to shed better light on the model of the company (Xuejie, Chang and GuangHao, 2019). 
Inbound Logistics 
The inbound logistics of ZARA needs to improve its movement to improve the distribution of its raw material for better manufacturing. At the same time, the company also needs to work on better allocation of their product (Aabed, 2017). At the same time, they must maintain an inventory for their raw material supplies. The company has configured their manufacturing areas regardless of any specific color or patterns which helps them to be ready to work on the minimal market changes (Aftab, et al. 2018). 
Operations: 
The headquarter of the company is located in ZARA where one can also spot their design departments which helps them to integrate their procurement branch for quicker decision making. At the same time ZARA also operates three of its business lines: women, men and children. This ensures that each of the lines under this brand cna easily react to market changes and work on solution implementation without any related conflicts within the departments (Anwar, 2017). 
Outbound logistics: 
The company performs its main distribution during the starting of any fashion sessions which refers to various festivities, weather change etc. (Berbiche, Hlyal, and El Alami, 2020). In Spain and other countries of Europe the seasons; split is quite prominent which makes it mandatory for the brand to focus on seasonal fashion productions. The store manager of ZARA needs to be highly conscious about the seasonal factors while storing product in the store shelves. For working on this area the company uses data and projections (Duoyan, 2021). The forecast of the customer demands and the data of sold products are one of the vital tools which helps the store managers. 
Sales and Marketing: 
The company effectively works on its sales and marketing area which helps it to regain the brand value (Popović-Šević, et al. 2021). However, compared to other companies the company is not that popular with a robust advertising or promoting effort. They use a different commercial strategy. The company does not rely upon outsourcing their manufacturing as they tend to stay relevant to market trends. The company works on the time reduction efforts for its production and distribution tasks to stay true to the trends. The brand keeps its clothing for exhibition and sale for a short time. On the other hand, the unsold product rate is quite low. 
Service: 
The company follows up a few guidelines for maintaining the customer experience and satisfaction. They tend to avoid long queues to make sure customers are not having waiting periods (Aabed, 2017). On the other hand, the brand focuses on faster service offering in order to match with the energy of their young customer base. They also tend to focus on offering quicker replies to the client queries and complaints. 
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Figure 2: Value Chain Analysis of ZARA 
(Source: Popović-Šević, et al. 2021)
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Conclusion
ZARA is one of the major clothing retail brands who is quite well known in all over the major countries in the world. On the basis of the research, a conclusion can be drawn that the company has an impactful brand presence which helps it effectively to reach out to its customer base. Even though the company is still coping up with the effects of COVID-19 pandemic, it has started recovering from the losses as it had already surpassed the revenue rate of H&M during the first quarter of 2021. In the UK the government has already loosened the restrictions of lockdown which helps the stores to get more customers. At the same time, the company can work on its online selling strategies which can help it to gain better profit in its revenue margin.
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