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[bookmark: _Toc29938219]Executive summary
[bookmark: _GoBack]This report describes the interconnection between overconsumption of consumer goods and climate change, focusing on textile products and ‘fast fashion’ garments. ZARA company was chosen as a case being examined in the report. ZARA is one of the most successful and influential companies in the textile industry currently operating 2131 stores around the world with $18 billion net sales. ZARA offers 24 new garments collections each year (Inditex, 2018). Accordingly, the performance of ZARA represents the current state of the whole industry.
The impact of ‘fast fashion’ consumption is being analysed in terms of corporate social responsibility (CSR) and its application in the fields of marketing practices and supply chain management (SCM). Analysing of the company’s performance and marketing activities enabled to figure out controversies between ethical and social contexts of marketing (Sanclemente-Tellez, 2017) and Friedman’s statement about profitability as the main responsibility of the organisation (Friedman, 1970).  
Examination of company’s activities within the supply chain in an ethical aspect allowed to evaluate its performance and positions on the market. Also, it enabled to assess the extent of a company’s behaviour adjustment affected by different parties that are dependent on the organisation and on which organisation depends itself.
The current state of the company’s activities and connections with stakeholders is being examined. The stakeholder analysis has been conducted by applying the Power/Interest matrix for Stakeholder Prioritization (Johnson and Scholes, 1999). It was pointed out that ZARA’s key stakeholders are prioritised unclearly. Also, it was revealed that the company treated its stakeholders with no regularity and without sustained approaches.
Mechanisms and objectives, which determine companies complying with their social responsibilities, are depicted in Carroll’s pyramid of CSR (Carroll, 2016).
The performance of ZARA business is illustrated using the Triple Bottom Line framework (Elkington, 1997).
Codes of conduct that determine legal requirements and constraints for the company are presented in the report.
The report proposes a possible solution for the identified problem and the company’s existing issues related to it. ZARA was recommended to launch a mobile application that will be running on blockchain system to ensure safety of transactions using the company’s existing capabilities.
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[bookmark: _Toc29938220]Introduction
The consumption of consumer goods includes extraction of the raw materials and their processing which together cause depletion of natural resources and numerous amounts of waste. In the past 40 years, 1/3 of the world’s natural resources have been consumed. All of these is influenced mainly by corporations which account for 51 out of the 100 largest economies globally (Cole, 2010). The US, which accounts for just 5% of Earth’s population, consumed 30% of planet resources. Only 1% of goods are still being used by people after six months from the date of sale in this country. Consequently, the average citizen of the US produced 4.5 lbs of waste every day (The story of Stuff Project, 2009). In 2010 the US reported to have less than 4% of local forests left, and around 40% of waterways became undrinkable. In other regions, such as Amazonia, 2000 trees were being cut down every minute the same year (Hodari, 2019). Moreover, by 2040 the consumption of natural resources needed for industrial growth will exceed 170% of the planet’s biocapacity according to World Business Council for Sustainable Development (WBCSD, 2009).
Companies try to convince customers to buy more of their products and services by marketing campaigns targeted on persuading society in their contribution to tackling climate change regardless of real actions. For instance, Coca Cola introduced the new canned green-coloured packages which did not help climate change tackling. Norwegian energy company Statoil tried to convince society that natural gas could become a solution for climate change. EasyJet emphasizes that its fleet has become more fuel- and energy-efficient neglecting the need to reduce flight volumes significantly. Clothes manufacturer and retailer Jigsaw tried to persuade customers that buying more garments would not abound landfills but failed to explain how (Devlin, 2015).
Overproduction in the US economy contributed to increased demand and supply of consumer goods that drive overconsumption. Planned obsolescence (change in a little component or feature) and perceived obsolescence of products (change in the look of the product) are factors that contribute in extremely high global purchase frequency (IPC, 2019). Textile industry products account for 2% to 10% of environmental impact in the EU and their amount purchased per person increased by 40% over the last 20 years (European Parliament, 2019). Global production of garments has doubled over the last 15 years and now accounts for 100 billion items. Most clothes are being sold for low prices, thereby, companies externalizing of the true costs of fast fashion clothes and cheap accessories production (Cooper, 2018).
The abundance of ‘fast fashion’ and overconsumption leads to deforestation and environmental pollution which contribute to climate change. This report outlines and describes the mechanism of this impact and suggests possible solutions for corporations and individuals.






[bookmark: _Toc29938221]Examination
[bookmark: _Toc29938222]Overconsumption and climate change
There are other objectives that drive overconsumption. The most important is its interdependence with the growth of population that projected to reach 9 billion by 2050. Goldman Sachs estimated that the number of people entering the middle-income class of consumers would increase by 70 to 90 million people annually (WBCSD, 2009). Thereupon consumers will be able to buy and consume even more due to higher disposable income. That can influence the textile industry and business of ZARA.
Textiles (i.e. fibre products) recycling rate has been very low, since they are made from undegradable and unrecyclable heavy chemicals, and sometimes recycling requires additional costs which companies try to avoid (Wilson, 2018). The industry is accountable for 10% of global greenhouse gas (GHG) emissions. Despite that, garments decomposing in landfills release methane 3-4 times their mass, therefore, worsening global warming (UNCC, 2018). It was reported that 230 kg of  per tonne of textile waste is released in landfills (Zamani, 2011). Fashion industry has generated 1715 million tonnes of  and 92 million tonnes of waste (European Parliament, 2019).
Acrylic, nylon, polyester and other types of artificial fibres that considered as types of plastics, are the materials of which the clothes are manufactured. According to Greenpeace (Schleeter, 2018) every two minutes, the plastic amounting in the equivalent of one truckload is being thrown in the ocean. According to a recent study (Geyer, Jambeck, 2017), the total amount of plastics that have been ever produced was estimated at 8.3 billion metric tonnes. Only 9% of it has been recycled, 12% has been burnt, and the rest of it, which is 79%, remain accumulated in landfills and natural environment. About 996 million tons of plastic wastes have been incinerated since the 1950s (Break Free from Plastic, 2018). Under these circumstances, it can be stated that climate change and global warming issues of are likely to worsen.
Interdependence between overconsumption, climate change and environmental pollution underlies in terms of production of garments that are being turned into waste very soon after purchase, considering that they were produced from toxic cheaper materials. 













[bookmark: _Toc29938223]The focus case: ZARA
ZARA is selling and transporting its products around the world; consequently, each step taken by the company is closely monitored by society. It was pointed out that the company not just influenced the vast majority of shoppers around the world but reshaped consumers’ behaviour. ZARA has created a pattern of a marketing campaign that targeted on encouraging people to shop online and in-store and renew their wardrobe every few weeks. According to Forbes (Danziger, 2018), the company always seek “reasons for customers to visit the stores and catch the hottest trends at affordable prices”. This finding contradicts with the concept of socially beneficial marketing and aligns rather with the laissez-faire view on marketing and CSR (Sanclemente-Tellez, 2017).
One of the main problems with ZARA’s supply chain is that it does not provide public information about the frequency of individual suppliers’ performance audits. Given that currently, ZARA cooperates with 1800 suppliers, if some of them fail to comply with company’s Codes of Conduct, it will result in reputational damage and additional operational costs (Inditex, 2018). Violation of employees’ human rights in third world countries is the other problem that emerged within the company’s supply chain. ZARA utilizes integrated supply chain management which is described as centralized. ZARA insists of a high level of responsiveness and traceability of different parties within its SCM; however, it still has problems with the mistreating of employees (Gimenez, 2019). It was assumed that owing to a decentralized SCM system, ZARA set a minimum amount of clothes stocked in-store, which does not correspond with demand in certain regions (Muhammed, 2013).
[bookmark: _Toc29938224]Codes of Conduct
Codes of conduct that determine frames for ZARA’s activities are the European standard CEN/TS 16822:2015, which refers to self-declared environmental claims and outlines requirements for products performance and limitations of their environmental impact and hazardous chemicals usage (European Parliament, 2019). This code belongs to multi-stakeholder codes in terms of the hierarchy of codes. According to this code, companies agreed to comply with set standards of textile production and all major companies operating in this sector supported this initiative (European Committee for Standardization, 2015).
ZARA has its own Code of Conduct for Manufacturers and Suppliers; for this reason, it carries out various kinds of audits verifying compliance of all stages of the production cycle. Also, the company follows the Code of Conduct and Responsible practices. Each of these Codes belongs to company level of codes’ hierarchy. The organization follows the Environmental Sustainability Policy and the Human Rights Policy, which are classified as global level Codes. These Codes align with the accountability of the company for an accumulation of waste in landfills and contribute to global warming, and climate change and both are the voluntary agreement of the company (Inditex, 2018).
ZARA cooperates with the United Nations in Tanzania[footnoteRef:1] running charitable NGO under the UN Global Compact (2014), which incentivizes companies to utilize new approaches based on focused risk assessment and compliance. Companies agreed to address risks and opportunities in terms of climate and waste. [1:  Source: https://www.unglobalcompact.org/what-is-gc/participants/131131-Zara-Charity] 

[bookmark: _Toc29938225]Stakeholder analysis
ZARA identifies six groups of its stakeholders: employees, clients, suppliers, community, shareholders and environment. However, each of these groups includes important stakeholders for the company, which can be prioritized using the Power/Interest matrix. ZARA stakeholders’ mapping is depicted in figure 1. The figure represents the current state of the company’s interaction with its stakeholders. 


[image: ]
Figure 1. The Power/Interest matrix of stakeholders’ mapping
Explanation to the figure:
ES Institutions – Environmental safety institutions
Red colour represents possible threats, orange colour represents neutral impact, and the green represents a positive impact
The impact of stakeholders on ZARA’s activities classified in figure 1 is explained in figure 2.
[image: ]
Figure 2. Explanation of ZARA’s stakeholders impact classification 
Explanation to the figure: 
Classification of impact is represented by numbers: negative impact is represented by ‘-1’; neutral impact is represented by ‘0’, and positive is represented by ‘+1’.
According to Inditex, the ZARA’s parent company, prioritization of the company’s stakeholders is intertwined with its business model and aligns with the 17th Sustainable Development Goal of “Partnership for the Goals” (Inditex, 2016).


[bookmark: _Toc29938226]Carroll’s pyramid of CSR
Economic responsibility of the company comprises its financial performance indicators. From 2010 to 2018 ZARA has been reporting EBITDA more than 3 billion euro each year with CAGR at 7% from 2013 to 2018 (Inditex, 2019). Legal responsibilities of the company are measured in terms of compliance with legal requirements of policy makers. The company is required to follow European legal acts and directives such as Company Law and Corporate Governance directives and regulations (European Commission, 2019). ZARA’s ethical responsibilities comprise with Codes of Conduct developed by the company itself. Philanthropic responsibilities of ZARA can be seen through its charity in Tanzania.
The company’s compliance with its social responsibilities is illustrated in figure 3.
[image: ]
Figure 3. Carroll’s pyramid of Corporate Social Responsibility
Source: Carroll, A.B. Carroll’s pyramid of CSR: taking another look



















[bookmark: _Toc29938227]Triple Bottom Line
In terms of economic impact, ZARA has created 171839 jobs worldwide in 2019 (Inditex, 2018). It also affects society and the environment by implementing the company’s Codes of Conduct. ZARA employees operate one of the most efficient supply chain systems in time and costs dimensions in the world developed by themselves. ZARA expects to achieve 100% sustainability of its clothes by 2025, thus, reducing the negative impact on the environment (Bain, 2018).
Organization’s footprint in economic, social and environmental aspects is demonstrated in figure 4.
[image: ]
Figure 4. Triple Bottom Line framework
Source: Elkington, J. (1997) Enter the Triple Bottom Line.















[bookmark: _Toc29938228]Conclusions and recommendations
It was figured out that ZARA generated demand on its product by influencing its clients and reshape their preferences in clothes. Consequently, company’s ‘fast fashion’ perishable garments abound landfills worldwide and decompose resulting in global warming acceleration. 
In order to provide the solution, systemic changes are required to be applied in processes of garments production, consumption, and utilization. Corporations should be involved in solving this problem. 
According to World Economic Forum (2016), in the sector of fast-moving consumer goods, which accounts for $2.6 trillion annually, shifting from linear consumption to circular economy is estimated to generate $706 billion of economic benefit. Henceforth new collaboration mechanisms should be developed and introduced to the company and its stakeholders.
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Figure 5. Circular economy model
As depicted in figure 5, stock management within circular economy model includes 4 key elements: recycling, refurbishing, repairing and re-using. 
According to European Parliament (2018), the implementation of circular economy principles would reduce waste to a possible minimum, therefore, reduce the pressure from the environment, enhance the security of raw materials supply, the number of innovations, and create new jobs. 
Remanufacturing of textile can reduce  emissions by 7000 kg /tonne of garment waste. Polyester, as the key material for ‘fast fashion’ clothes, increased its market share to 14% in 2017(European Parliament, 2019). ZARA can implement the so-called Patagonia process of textile remanufacturing and recycling by separating polyester fabrics form other waste and processing them into small granules that might become the material for new clothes (Zamani, 2011). 
Given that more than 30% of clothes in wardrobes of Europeans remains unused for more than one year (European Parliament, 2019), they can share their items with their neighbours or people with lower income in need. Implementation the principles of sharing economy, which is projected to reach $335 billion by 2025 (Lyons, 2018), (Statista, 2017), can significantly decrease overconsumption, therefore, depletion of resources and wastes issues resulting in global warming. ZARA should launch a mobile application that enables customers to rent high-quality, expensive clothes without purchasing it. Such as clothes for wedding and special occasion, protective clothes and clothes for maternity and infants.
This app should be designed to enable customers to share their garments which they don’t need any more directly with those who really need them avoiding clothes to use the store’s space for weeks or even months. Moreover, this app should enable customers to exchange their old garments for new items as a result giving ZARA an opportunity to recycle or remanufacture it, which aligns with circular economy principles. 
ZARA company is advised to implement the suggested mobile application due to its alignment with the creation an effective after-use patterns of textile products which is intertwined with an idea of reduced leakage of GHG into the atmosphere and minimizing of their impact on global warming.
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