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Introduction  

Management consultancy aims at providing advisory or implementation services to the 

organisation's management to improve its effectiveness through operational performance, 

business strategy and organisational processes. In this context, the paper will provide a 

management consultancy report for Zara to undertake strategy updates and evaluate growth 

opportunities after external and internal environment analysis, formulating global environment 

Strategies and corporate strategies. 

Zara, founded in 1975 by Amancio Ortega, who founded the Spanish INDITEX group, is a 

famous Spanish brand. Zara ranked as the top clothing brand in Spain in October 2019 and the 

third top clothing brand globally. Zara is a representative of the past fashion brand, which has 

acquired a significant position in the clothing industry by providing High Fashion to ordinary 

people at a comparatively affordable range allowing young people to pursue the global ball 

fashion trends (Chunling, 2020). 

Task 1– The External and Internal Environment  

External environment  

In order to evaluate the external environment, the following PESTEL analysis has been 

conducted. 

 

Fig: PESTEL analysis 

Source: (Self-generated) 

External factors Analysis 
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Political The political description in the European Union (EU) has disrupted 

its supply chain negatively. Similarly, the free trade policy in the EU 

favours Zara for smoothly exporting products. 

Economic The Spanish brand gained favour due to the high unemployment rate 

within Europe, which allows it to use the low cost of labour (López 

et al., 2022). Similarly, it offers high fashion clothes at competitive 

prices, which is affordable compared to other competitors such as 

Gap, H&M and others. 

Socio-cultural Zara has accepted the social trend of retail digitisation since online 

apparel, and footwear sales increased at 19% CAGR from 2012 to 

2017 (De Wit, 2020). 

Technological Zara conducted a research and development project for recycled 

fabric to expand the scope of blended fabrics by collaborating with 

the textile company, Lezing, which also allowed the recycling of 

mixed fabrics even when they are not 100% cotton, polyester or 

wool (Seo and Suh, 2019). 

Environmental Zara, since 2016 has been conducting sustainable activities through 

Join Life, an eco-friendly project that allows donating second-hand 

clothes in the Global market to raise funds for non-profit 

organisations (Seo and Suh, 2019). 

Legal Zara has borne millions of infringement costs each year due to its 

bad reputation for plagiarism, where it intends to make profits by 

imitating other fashion brands (Duoyan, 2021). 

Internal environment 

The value chain analysis for Zara indicates the division of that value chain consists of four 

parts, mainly designing, delivery, manufacturing and selling. The values chain analysis can be 

categorised into primary and support activities (Yi et al., 2020). 
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Fig: Value Chain Analysis for Zara 

Source: (Su, 2020) 

Primary activities 

● Inbound logistics at Zara moves and distributes raw materials and is controlled by the 

supply chain, manufacturing most of the products inside Sapin and the rest produced 

abroad (Sirine and Andadari, 2019). 

● Operations are managed from the headquarters of Zara in Spain, with central designed 

departments located there that integrate procurement with faster decisions and 

adjustments. The operations perform under 3 Independent and different business lines 

for women, men and children (Yide, 2021). 

● Outbound logistics at Zara is usually done at the start of the fashion season associated 

with the actual weather seasons of winter, summer, spring and fall that allows grabbing 

most of the market in Spain and Europe. Outbound logistics is also considered 

necessary due to the fast distribution of clothing, which makes deliveries in Europe 

within 48 hours, leveraging its local position in Spain, which allows transportation 

through trucks at low cost, high speed and high volume (Ruan et al., 2022). It 

accelerates the process between manufacturer and customer. 

● Marketing and sales have been minimally prevalent for Zara compared to other 

competitors since they use clever commercial strategies, which ranked Zara in the 24th 

position in the Interbrand's Best Global Brands of 2017 (De Wit, 2020). Zara uses its 

store windows as billboards that saves cost on an advertisement while reducing the rate 

of unsold products with the presence of a vast number of physical stores. 

● Services are managed through several guidelines to fulfil customer satisfaction and 

interest, catering to most young customers (Su, 2020). 

Support activities 

● Firm infrastructure for the particular business model of Zara complies with 

decentralised decision-making and high-speed production and change that allows 

configuring its infrastructure and responding to and supporting the required changes 

(Yide, 2021). 

● Human resource management is managed by its human resource director, addressing 

the issues associated with operations (Tőkés, 2022). 
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● Technology development is reflected in Zara's information transformation strategy that 

allows the interconnectedness of the entire supply chain using a flow of information 

and data from headquarters to store managers and backward (Ruan et al., 2022). 

● The procurement cost at Zara is low since it procures raw materials from two suppliers. 

The first is the subsidiaries of its head group, INDITEX and the other are external 

suppliers. The mixed raw material procurement method is more flexible and capable of 

responding to unexpected changes (Ruan et al., 2022). 

Critical factors  

The following SWOT analysis indicates strengths and weaknesses derived from internal 

analysis of the value chain, whereas opportunities and threats are derived from external analysis 

of PESTEL.  

 

Fig: SWOT Analysis 

Source: (Self-generated) 

Strengths Weaknesses  

● Low procurement costs allow Zara to 

follow fashion trends and 

consistently produce exciting 

products. 

● Zara saves money on marketing and 

promotion using commercial 

strategies, followed by its parental 

group INDITEX.  

● The operations are mainly 

established around its headquarters 

in Spain and open access to Europe, 

which also restricts its advantage of 

fast delivery in other regions. 

Opportunities  Threats  
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● Economic benefits of low labour cost 

due to manufacturing in Spain's high 

unemployment rate. 

● The increasing scope of retail 

digitisation can be leveraged due to 

the global reach of Zara's supply 

chain (Zhu, 2022). 

● Increasing competition from other 

fast fashion brands such as Gap, 

H&M and others. 

● Legal challenges and financial loss 

due to copyright infringement. 

The above analysis indicates that procurement, economic factors, marketing, and sales are the 

three most critical factors derived from the internal and external analysis since these factors 

affect the overall performance of Zara in the international markets and can disrupt its position 

against competitors. 

Zara’s competitive advantage 

The current sources of the competitive advantage derived from internal analysis of Zara are the 

low procurement cost and money saved on marketing and promotion. These factors allow the 

organisation to use the money to emphasise product development and customer satisfaction 

through constant research and development (Zhu, 2022). Simultaneously the external factors 

indicate economic and socio-cultural factors to be a source of competitive advantage that 

enables Zara to leverage the low cost of labour and consistent retail digitisation in the fast 

fashion industry. The sources of competitive advantage facilitate creating and using a global 

and corporate strategy. 

Task 2 – Strategy in the Global Environment  

Motives for International expansion 

Yip’s model 

In order to evaluate Zara's motive for international expansion, Yip's model will help analyse 

the drivers of internationalisation (Benevolo et al., 2020). The following model indicates the 

international strategies that drive Zara to enter the global market using the potential viability 

of its globalisation strategy. 
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Fig: Yip’s model: drivers for internationalisation 

Source: (Self-generated) 

Market drivers 

Reducing the life cycle of a product acts as a catalyst for globalisation, particularly in the 

context of the fast passion industry where Zara operates. The customer needs for fast fashion 

apparel and footwear emphasises following global trends, which facilitates similar needs of 

customers throughout the globe that drives the scope of internationalisation. This demand for 

homogeneity in the global market drives Zara to internationalisation. It allows the selling of 

similar products even in different countries, developing mass production and standardising 

products (Yin, 2022). Similarly, the perspective of reaching global customers makes 

internationalisation more desirable. Simultaneously Spain joining the EU also acted as a market 

driver for internationalisation which allowed beneficial trade policies in the European 

countries, facilitating expansion across the union without barriers (Su, 2020). 

Cost drivers 

Cost drivers make Zara internationalise, seeking economies of scale and cheaper resources. It 

shows expansion in France, Portugal and the United States as the initial stages of the 

internationalisation process. The establishment of garment factories in Portugal to leverage the 

cheap labour cost contributed to the cost driver of Zara to internationalisation (Su, 2020). 



 

8 

Simultaneously favourable centralised logistics allow cost effectiveness by integrating online 

and physical stores with Zara's shipping storage and distribution processes. Moreover, the use 

of radio frequency identification (RFID) Technology allowed tracing of each garment, 

encouraging an integrated shopping experience and acting as a favourable cost driver (Yide, 

2021). 

Competitive drivers 

The interdependence between countries due to the geographical location of Zara in the EU 

allows its Homeland participation. The ease of access to foreign countries within the European 

continent, starting with Portugal, eased its initial competitive drive for internationalisation. 

This eventually provided an extra edge to Zara in the context of expanding its operation 

throughout Europe (Gabrovšek, 2022). Moreover, the competitive driver of internationalisation 

for Zara is also its access to procurement of 40% of raw materials from within the INDITEX 

group. In contrast, the remaining 60% is purchased from many supplier groups, which provides 

the advantage of avoiding over-dependence on particular suppliers (Xuejie et al., 2019). 

Similarly, the interdependence between countries within Europe facilitated better delivery of 

products since nearly half of Zara products are produced in Europe. 

Government drivers 

Governments drive internationalisation through beneficial international trade policies, 

particularly within the EU. The transport policy has allowed Zara to develop a highly 

competent supply chain and logistic system that encourages better procurement, distribution 

and delivery of Zara products. Simultaneously Zara ranked 30 in the Best Global Brands since 

2008 by the Global Brand Consulting company Interbrand (Seo and Suh, 2019). This made it 

more compliant for Zara to adhere to the vegan fashion policy values, recovering global 

changes in the consumer trends associated with ethical consumption and their implementation 

in the corporate values and strategies (Benevolo et al., 2020). 

Evaluation 

The above analysis indicates the motives for Zara's International expansion primarily due to 

the limited market growth opportunity within Spain and vast possibilities, particularly after the 

access to the EU and the use of its fast logistics. The saturation of the domestic market 

encouraged the acceleration of the internationalisation process, particularly after Spain entered 

the European Union, which removed the export barriers and duties with excellent opportunities 

in technology development and economies of scale (Gabrovšek, 2022). 
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Internationalisation 

Internationalisation strategies 

The following figure indicates the four internationalisation strategies that Zara can adopt based 

on its forces of global integration and local responsiveness. 

 

Fig: Internationalisation strategies 

Source: (Su, 2020) 

Global strategy 

A global strategy emphasises better efficiency and aspects of global integration by neglecting 

the aspect of local requirements within each market (Nambisan et al., 2019). 

International strategy 

An international strategy is neither concerned with adapting to the local cultural condition nor 

about the factors of global integration (Nambisan et al., 2019). 

Multinational strategy 

A multinational strategy prioritisation the requirements of the local market. However, it 

neglects the requirements of global forces (Nambisan et al., 2019). 

Transnational strategy 

This internationalisation strategy establishes the balance between compliance with the forces 

of global integration as well as adjusting to the local preferences within different countries 

(Nambisan et al., 2019). 

Evaluation 

On the basis of the above evaluation, an adequate internationalisation strategy recommendation 

for Zara would be a transnational strategy that would allow for achieving global efficiency as 

well as local responsiveness in the form of a corporate-level strategy. This strategy will also 
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allow the assets and capabilities of Zara to be scattered, specialised and interdependent, which 

will encourage the development of complementary knowledge through consistent research and 

development that will be used across all subsidiaries (Stanciu and Stanciu, 2022).  

A transnational strategy will be appropriate since every Zara store has a self-governed 

information system that allows data exchange between headquarters and store, appropriately 

aligning customer needs and popular style at the local level. Simultaneously Zara can cope with 

the International aspect using its absolute transnational resource integration by availing 

comparatively cheap raw materials from various optimised geographic places. Further, its 

global operation management, low labour cost, sufficient manufacturing capacity and famous 

sales market will allow the success of global integration (Yide, 2021). 

Recommendations for entry strategies 

In order to enter and sustain itself in the global competitive environment, Zara can adopt several 

market entry strategies based on ownership, control and investment risk. Such strategies are 

discussed below- 

 

Fig: Market entry strategies plotted against degree of ownership and control and extent of 

investment risk 

Source: (Friedman, 2022) 

With reference to internationalisation strategies, Zara can comply with franchising, joint 

venture and wholly owned subsidiaries as its global entries strategies to compete in the global 

environment (Onyusheva, 2020). 
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● Wholly owned subsidiaries will be the most preferred market entry mode since it will 

allow complete ownership and control over the business even in a foreign country, 

which will align with a transnational corporate-level strategy (Onyusheva, 2020). Zara 

can use this strategy in countries with high growth potential and low business risk 

(Gabrovšek, 2022). 

● Joint ventures are another preferred mode of entry helpful in acquiring a growing 

market. This entry mode facilitates adequate ownership and control along with the 

partner's benefit providing relevant access to the local responsiveness to fulfil the 

requirements of transnational strategy (Onyusheva, 2020). 

● Franchising helps Zara to establish a retail presence with minimal risk in the overseas 

market by allowing other businesses or persons to assume the risk on its behalf 

(Onyusheva, 2020). Zara uses franchising for inadequate provisions of the physical and 

cultural distant market of higher risk (Gabrovšek, 2022). 

Task 3 – Corporate Strategy  

Supply chain analysis 

Zara's agile supply chain makes the company successful in quickly responding to market 

demands and operating with minimum inventory. The design, production and market cycle is 

around 22 to 33 days which is vertically integrated. Zara produces 80% of its total production 

per the market demand, whereas 20% of the Total production is pre-made (Camargo et al., 

2020). It has a shorter supply chain that facilitates the designing, manufacturing and delivery 

of finished goods to the store within 4 to 5 weeks, with a two-week average for restocking. 

Zara can maintain low inventory levels throughout the supply chain, and its agile supply chain 

strategy emphasises in-house production. 80% of the product and Zara are produced through 

quick response, and Europe with its own network of nearby contractors and automated factories 

(Camargo et al., 2020). 

Vertical and horizontal integration 

Vertical integration in business indicates that the entire supply chain is controlled and owned 

by the organisation enabling successful control across each step using consumers. 

Simultaneously horizontal integration indicates the process of expanding or increasing market 

share through integrating at the same supply chain level within the same industry (Pérez-Lara 

et al., 2020). Zara is vertically integrated, which provides it significant control over its 

operation that can help in precise data forecasting and acquisition, reliable product quality and 
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seamless modification (López et al., 2022). The given figure indicates the difference between 

horizontal and vertical integration. 

 

Fig: Horizontal and vertical integration 

Source: (Cuofano, 2020) 

Improving the global supply chain 

The following has some of the methods for Zara to improve its Global supply chain- 

● Zara can extract massive outcomes using its existing vertical integration with further 

expansion, such as in omnichannel or direct-to-consumer sales (Freichel et al., 2020). 

Conducting an operation strategy and supply chain audit will help retarget the operating 

model and widespread digitisation. Simultaneously it would require bringing all the 

stakeholders together to operate with internal collaboration for a rich exchange of 

information. 

● Conducting a life cycle assessment to understand the current impact by tracking the 

environmental impact of each specific product at all supply chain stages. This 

assessment will help Zara to address the materials and products causing the highest 

environmental impact (Wren, 2022). 

● Corporating the design standard of garments within the supply chain strategy. This will 

help the first fashion product at Zara to reduce garments made from petroleum-based 

synthetic materials such as nylon or polyester, which are not easily recyclable (Wren, 

2022). 
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Increasing profitability 

Zara offers a variety of products throughout the globe using its vertically integrated supply 

chain. The following Ansoff matrix will provide specific recommendations based on growth 

strategies using new and existing products to be used in new and existing markets (Clarissia, 

2020). 

 

Fig: Ansoff Matrix 

Source: (Peterdy, 2022) 

Market penetration  

The market penetration strategy encourages selling existing products in the existing market 

will allow Zara to operate in a familiar environment with familiar products. Therefore this 

strategy has the least risk pertaining among other good strategies and can be used significantly 

to increase its profitability. This would, however, require increasing marketing efforts and 

leveraging the streamlined distribution process. 

Market development 

Under the market development strategy, Zara will promote its existing products in new markets 

without additional investment in research and development. The strategy will allow Zara to 

increase profitability through regional and international expansion by means of entering 

domestic and foreign markets. 

Product development 

Zara already specialises in product development strategy since it offers new products in 

existing markets. The strategy can further increase profitability by acquiring competitors' 
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production and selling rights (Mahardika and WayanSantika, 2020). Simultaneously additional 

investment toward research and development for new products can be helpful. 

Diversification 

The diversification strategy is the riskiest endeavour among other growth strategies since it 

would integrate market development and product development to offer new products in new 

markets (Mrad et al., 2020). However, if Zara indulges in a diversification strategy, it shall 

accomplish additional profitability opportunities along with reducing its dependence on the 

existing markets. 

Conclusion  

The management consultancy report for Zara has evaluated the internal and external 

environment, which allowed adequate evaluation of the internationalisation motives. Under the 

transnational internationalisation strategy, Zara is recommended to use wholly-owned 

subsidiaries, joint ventures and franchising for its market entry strategies to compete in the 

global environment. Eventually, the analysis of the vertically integrated supply chain for Zara 

identified specific recommendations for improving the global supply chain. Simultaneously 

certain growth strategies have been recommended for improving profitability aspects at Zara 

using the Ansoff Matrix. 
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