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                             Zara: Unstoppable

“During a Madonna concert tour in Spain, Zara’s quick turnaround let young fans at the last show wear Madonna’s outfit from the first one.” Zara, owned by Inditex, has fast become one of the most successful names in the retail industry. Based in La Coruna, a small ship breaking city in Spain, it opened its first retail outlet in 1975.The firm tripled in size between 1996 and 2000, then skyrocketed from $2.43 billion in 2001 to $13.6 billion in 2007. By August 2008, sales edged ahead of Gap, making Inditex the world’s largest fashion retailer. One of the main reasons for the success of this of is the way it is managed. A design team of around 200 designers lead the way, they are highly talented and well equipped and usually every 3 weeks have new designs in stores. Zara also has highly trained store managers who have autonomy in determining what products to display and what products to put on sale, and their very distinct form of communication and to keep in touch with the management to show the trends and designs are selling in the market. The scientific management approach is evident here. 

Mr Ortega, chairman of Inditex started his business career at age 13 working at clothing shop in La Coruna, Spain. He overlooked design and management, and that experience led him to open his first outlet in 1975. It is under his leadership and command that Inditex has reached to such heights. Zara’s main aim is to maintain design, production and distribution processes. The company is organized in such a way that its retail outlets are unique, outlets in different countries carry varying products and ever changing designs. New products are distributed to stores all over the world in 2-3 days and in Europe usually within a day. Zara is a very unique company as it is vertically integrated to such an extent that it controls design, manufacturing and retail, the company has been able to remove wholesalers and intermediary partners from the middle increasing profit margins. Internalizing many points on the supply chain has made the company more effcient. Less than a third of it’s production is outsourced to other countries like China, Bangladesh, Vietnam in Asia and Peru in South America. All of this shows very well thought out administrative principles and bureaucratic principles.

Zara boasts the highest amount of designs produced each year, twice that of their main Swedish competitor H&M. Zara also restocks its supplies as soon as they finish and once they have new designs the old ones are not available at all creating exclusivity. The company caters to young men and women and to kids. The reason Zara has been doing so well in the last few years is because they provide what customers demand and they do it quickly.

Zara has been so successful in the past years because of the way the company is being managed and expanded. Zara has 1500 stores worldwide and Zara’s sales account for 67% of Inditex’s revenues. The marketing team at Zara selects locations for outlet stores in expensive areas next to retail stores of very high end fashion brands, with prices much lower more customers get attracted helping zara gain sales. Contingency thinking means the best way to manage depending on the circumstances. It is clear that Zara has been doing so well because of the company’s unique approach. While most of Zara’s competitors have outsourced production, Zara continues to produce the bulk of its products in Spain. Production of fabric and merchandise that has longer shelf life is usually contracted to countries like Turkey and China. Merchandise from everywhere is collected at the five million square foot distribution centre in La Coruna and from there shipped all over the world. The facility ships about 2.5 million items per week with nothing stay in-house for more than 72 hours. This approach as compared to H&M or Gap is more successful.

The future for Zara international’s competitors is uncertain. The aggressive expansion techniques that are being employed by Zara would definitely send shrills down the back of its competitors. At the end of the year 2012 Zara had 6,009 stores world wide, their presence is seen in 6 continents. In the first nine months of 2012 zara had opened up 360 stores worldwide most of which were in China, Russian federation and Japan. Zara’s aggressive expansion can be seen in China where they have been opening 5 new stores every month. The annual growth of their stores in average is about 15% showing that not only are they opening new stores but increasing their volume sold. Zara has also been opening its online stores in different countries. Zara set up online stores in 23 different countries in 2012. In Canada Zara has opened started its online store in spring 2013 and in August launched Zara Home and Massimo Dutti online stores. With this current rate of retail expansion, Zara has invested more than a staggering 450 million Euros in their commercial and logistics areas.

Zara is a brand that is definitely there to stay and due to their success their business model is being copied by a Chinese retail company called Metersbonwe. With everything said Zara is a fashion icon whose sales have continued growing by being open-minded and not only paying attention to record sales but towards the workers and their driving forces behind completing the task at hand.
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