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Introduction (strategies used by Zara)

As the creator of the concept ‘fast fashion’, Zara has become one of the world’s most
successful fashion brands. This success was reached by the brand's strategy of putting
customers first. Customers are the center of Zara's interest; they have shaped both the
business and the brand's culture from the very beginning. Their aim is to create passion
for fashion within their customers through their clothes and provide for a large spectrum
of consumers which allows them to spread globally. Their clothes include a large range
accustomed to various cultures, ages and genders. Zara's success has largely been
attributed to its ability to quickly adapt to changing fashion trends and incorporate them
into its collections. As a brand, it has successfully expanded internationally using some
key strategies.

As mentioned above, Zara has a quick response to rapidly changing trends to be able to
fulfill consumer demands. This gives it an advantage towards competitors and keeps
customers flowing steadily. Zara owns the majority of its production and distribution
chain, which allows it to make the process of designing to producing to selling clothes
fast. This is called vertical integration. This helps Zara control the costs and the quality
of the clothing. As Zara has affordable products for good quality it appeals to a vast
amount of people across the world both in developed and not as-developed countries
attributing to the brand's worldwide success.

Through localization, Zara stresses the importance of understanding the local market and
adapting its products and marketing to meet the local population's needs. Including,
tailoring its designs and product to local tastes and preferences. Through this strategy,
Zara adapts to the local market and becomes a significant part of it.

Zara has a firm and effective online presence and uses e-commerce to reach customers
globally. The website is available in multiple languages and currencies to make it easy for
anyone anywhere in the world to shop from. This is obviously important when aiming to
expand internationally as customers from all over the world can reach Zara's products
through an easy way.

Through the opening of dozens of stores in specifically chosen locations among the
world, Zara has been able to adapt to each region and achieve success.



Background (the history of Zara)

Amancio Ortega and Rosalia Mera established Zara as a family business in the northern
Spanish region of Galicia in 1975. Its first location offered affordable knockoffs of well-
known higher-end clothes and accessories. Ortega chose to name it Zara as the name he
preferred, Zorba, was already taken. The opening of nine stores in Spain’s largest cities in
the duration of 8 years resulted after Spanish customers began to take notice of Zara's
fashion philosophy and business model. When Inditex was incorporated as a holding
company in 1985, the groundwork was laid for a distribution network that could respond
to shifting market trends very rapidly. Ortega developed what he termed "instant
fashion," a new design, production, and distribution method that could shorten lead times
and respond to emerging trends more quickly. The use of groups rather than individual
designers for the crucial "design" aspect and significant investments in information
technology were the driving forces behind this. The following ten years consisted of
Zara's forceful global market expansion into Portugal, New York (USA), Paris (France),
Mexico, Greece, Belgium, Sweden, Malta, Cyprus, Norway, and Israel. Today, someone
could say there isn’t a developed nation without a Zara store. Currently, there are 2,264
Zara stores spread out among 96 different nations in important cities.




Zara's Internationalization

Zara, a clothing and fashion retail company, has successfully expanded its operations into
foreign countries through foreign direct investment (FDI). There are several factors that
have accounted to Zara’s engagement in FDI and venture into the international markets

One of the major factors of Zara's internationalization is the desire to profit from new
markets and reach a larger customer base. By expanding into foreign countries, the
company is able to reach new customers and increase its sales, thereby increasing its
profitability. In addition, Zara has been able to take advantage of the higher disposable
incomes in some foreign countries, which has allowed it to offer more premium products
and services.

Another factor that has driven Zara's internationalization is the desire to broaden its
operations and reduce its dependence on any one particular market. By expanding into
multiple foreign countries, the company is able to spread its risk and minimize the impact
of any economic downturns or other ruptures in any one particular market.

Zara has used several modes of FDI to enter foreign markets, including company-owned
stores, franchise agreements, and joint ventures. In company-owned stores, Zara
establishes a new operation in a foreign country and operates it directly. In franchise
agreements, Zara partners with a local company in a foreign country to open stores under
the Zara brand. In joint ventures, Zara partners with a local company in a foreign country
to set up a new operation.

Overall, Zara's internationalization has been driven by an array of factors, including the
desire to tap into new markets, take advantage of higher disposable incomes (in some
foreign countries), and diversify its operations. Through the use of various modes of FDI,
Zara has been able to successfully enter foreign markets and grow its operations. The
company's success in international markets is a demonstration of its strong brand and the
popularity of its products and services.



SWOT ANALYSIS

SWOT analysis is a strategic planning tool used to evaluate the strengths, weaknesses,
opportunities, and threats (SWOT) faced by an organization. The following is a detailed
SWOT analysis of Zara, one of the largest and most successful fast fashion retail brands
in the world.

Strengths

Global Retail Presence: Zara has a significant global retail presence, with over 2,270
stores in over 96 countries. This broad reach has allowed the company to tap into a
diverse range of consumer markets and maximize its potential for growth.

Efficient Supply Chain and Production Processes: Zara has a highly efficient supply
chain and production process that allows it to quickly produce and distribute new fashion
items to its stores. This enables Zara to quickly respond to changes in consumer
preferences and stay ahead of the competition.

Ability to Respond Quickly to Changes in Fashion Trends: Zara's ability to quickly
respond to changes in fashion trends is one of the company's key strengths. The
company's fast fashion business model enables it to quickly produce and distribute new
fashion items to its stores, helping it stay ahead of the competition and maintain its
position as a market leader.

Weaknesses

Dependence on a Limited Number of Suppliers for Raw Materials: Zara relies on a
limited number of suppliers for its raw materials, which increases the company's
vulnerability to supply chain disruptions and price increases.

High Operating Costs and Low Profit Margins: Zara faces high operating costs, including
rent, labor, and marketing expenses. Additionally, the company operates in a highly
competitive industry with low profit margins, which can make it difficult to achieve
sustainable profitability.

Exposure to Fluctuations in Currency Exchange Rates: Zara operates globally, which
exposes the company to fluctuations in currency exchange rates. This can increase the
cost of raw materials, labor, and other operating expenses, and make it more difficult for
the company to maintain profitability.



Opportunities

Expansion into New Markets and Regions: Zara has significant opportunities for growth
by expanding into new markets and regions. The company can leverage its strong brand
recognition and reputation to establish a presence in new markets and reach new
customers.

Diversification into New Product Categories and Segments: Zara has opportunities to
diversify into new product categories and segments, such as home goods, accessories,
and beauty products. This would help the company tap into new growth markets and
reduce its dependence on the fast fashion clothing market.

Investment in Online and E-Commerce Capabilities: Zara has significant opportunities to
improve its online and e-commerce capabilities, which would help the company reach
new customers and maximize its potential for growth in the digital retail market

Threats

Increasing Competition from Fast Fashion and Traditional Fashion Brands: Zara faces
increasing competition from fast fashion and traditional fashion brands, which are all
vying for a share of the highly competitive fashion retail market.

Changes in Consumer Preferences and Shopping Habits: Zara is vulnerable to changes in
consumer preferences and shopping habits, as the fashion retail market is highly
influenced by shifts in consumer tastes and trends.

Political and Economic Instability in Certain Markets: Zara operates globally and is
exposed to political and economic instability in certain markets, which can impact
consumer demand for fashion items and reduce sales and profitability.



Market entry strategies

Market entry strategies that could help Zara be introduced to a foreign country could be
summarized as follows:

First of all, store location has a central role in marketing strategy and the company's
communication. They are often placed in luxurious streets, next to well-known houses
such as Prada and Gucci. It develops in large urban centers more than one store (usually
4-5) in different areas of the urban center, while in smaller cities usually it keeps one
shop. It invests in the development of stores with particular decoration/formation, which
are used as a basic means of communication and advertising.

Second of all, it is very important to mention that Greenfield investments are complex
market entry strategies that some companies choose to use. These investments involve
buying the land and resources to build a facility internationally and hiring a staff to run it.
Greenfield investments may subject a company to high risks and significant costs, but
they can also help companies comply with government regulations in a new market.
These investments typically benefit large, established organizations like Zara.

Moreover, it is well-known that the consumer audience targeted by the company is
mainly women in the age group of 20-45 years old, while at the same time there are
sections for men and children. Nevertheless, there is a wide product diversification within
the Zara brand as well: the merchandise consists of casual and formal garments,
accessories, and shoes for both males and females. By expanding its brand portfolio, Zara
becomes more attractive for customers with different needs and interests.

In addition, Zara’s brand portfolio expansion strategy includes both brands’ acquisition
and brand development. Brand creation involves the introduction of a brand that is new to
a firm and the market. The strategy has several benefits. Firstly, while the brand is created
by the organizational leaders, it can be endowed with the features that will complement
the other brands in the portfolio. In this way, it is possible to avoid cannibalization and
achieve a higher level of compliance with the customers’ interests. Secondly, it is easier
to control and manage the extent and pace of a new brand expansion in the market. This
approach facilitates decision-making and helps to manage risks more efficiently.

Finally, a great way to promote a store in a foreign country while being cost-effective is
through social media marketing. The particular age group targeted by Zara uses social
media, which means that the company can make posts on its social media accounts to
advertise new stores in foreign countries. What is more, the company can make deals
with influencers for the promotion of its new stores. Well-known influencers use
platforms like Instagram and TikTok to promote businesses and their products. When a
customer sees someone who’s trusted and part of a specific community that they also
belong to promoting another business, it affirms that the brand fits with their lifestyle.
The fact that social media is also widely used by teenagers allows for an expansion of the
age group targeted by Zara.



Porter’s five forces analysis of Zara

Zara is one of the biggest international fashion companies, and it belongs to Inditex, one
of the world’s largest distribution groups. Zara has numerous stores in thirty-two
countries all over the world. However, every company, no matter how big or strong it is,
should not be complacent by its success. It should always be on alert, especially
nowadays, that the environment is changing faster than ever.

A very significant tool that helps companies identify and evaluate the potential
opportunities and risks, in order to be well prepared to confront or even avoid the risks is
Porter’s Five Forces Analysis. Assessing the external environment is of tremendous
importance for any organization.

To apply Porter’s model to Zara’s company, someone should take into consideration that
Zara have a diverse portfolio of products, because through a variety of categories
(clothing, footwear, accessories, bags, perfumes and makeup) and style points, aim to
serve the entire lifestyle of global modern consumers (women, men and kids). This means
that someone should create a separate Porter’s model for each of these categories.

For the purpose and the extent of this study, we will apply the model only in Zara’s main
area, which is clothing.

Competitive rivalry

Clothing industry is huge with a very highly competitive level. There are around
hundreds of clothing brands who compete with each other’s, each of them only has a
piece of the market share. Within the numerous apparel retailers worldwide, Inditex’s
Zara, H&M, and Fast Retailing’s UNIQLO are the top international

competitors. Selling the same variety of products to the same markets and target groups, a
company has to differentiate itself in order to survive. Brands like Zara can compete, and
drive customer loyalty based on quality and features, because they offer their products at
a reasonable price as long as they match the quality.

Threat of new entrants

The high competition in fast fashion retailing industry, which is heavily populated with
numerous brands offering similar products, is making it difficult for a new empire to be
established. The threat of new entrants in the fashion retail industry is weak, because new
entrants should differentiate themselves through a unique strategy to gain customers.
Investments in infrastructure, supply chain, human resources and marketing to
accomplish brand identification and product differentiation, makes it even more difficult.
The economies of scale in production that existing competitors use, are difficult to be
achieved.



Threat of substitutes

The need for clothing is basic and it cannot be easily substituted. People either have to
make clothes themselves that requires skill and time or tailor-made, which is neither a
popular nor cheap solution. The majority of people buy their clothes and they have many
options in quality, price and design. Nonetheless, this is not seen as a substitution.

Bargaining power of customers

The buyer power is a strong force as customers have indirect bargaining power. People
always have the tendency to follow the trends. Technology has made it even easier for
everyone to be informed about fashion, popular trends etc. Customers have alternatives
and the various points of supply allows them to switch between brands at zero cost . High
competition and access to multiple different brands give buyers flexibility and many
options to find what they are looking for. Zara should satisfy consumer needs but
differentiate themselves to attract and retain buyers.

Bargaining power of suppliers

The bargaining power of suppliers is not a real threat for fast fashion retailing companies,
because they are not depending on a few suppliers. Zara and many of their competitors
manufacture their clothes in many suppliers in developing countries such as China,
Vietnam, India, Banglades, where they can produce in large quantities and at low cost.

Z A RA
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Conclusion

In conclusion, Zara's strategy of thriving globally through a combination of owned stores
and franchise partnerships has been successful in entering foreign markets. The
company's focus on fast fashion and adaptation to local market trends, combined with its
strong supply chain and relationship with suppliers, have been critical factors in its
success.

However, the company still faces challenges in maintaining its competitive edge,
particularly in developed markets where saturation may lead to increased competition. To
address this, Zara may consider entering new markets and increasing its online
attendance. The company may also benefit from further developing its supply chain
sustainability and improving its relationships with suppliers to address ethical concerns.

Additionally, Zara may consider acquiring or partnering with local businesses to gain a
deeper understanding of the local market and improve its competitiveness. The company
may also consider expanding into complementary product lines to increase its offerings
and attract a wider customer base.

In summary, Zara's strategy has been successful in entering foreign markets, but the
company may benefit from considering future steps such as entering new markets,
increasing its online presence, improving supply chain sustainability, and expanding its
product offerings.
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