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Executive Summary
After the accomplishment of project initial document, we have done lots of secondary studies within the defined research scope. Data about the Chinese market characteristics, the problems that Zara faces when exploring the Chinese market, and the changes in consumption behaviours of Chinese customers has been collected and analysed critically. 
It has been found that: firstly, with increasing disposable income growing desire to follow the fashion, and the lack of strong national brands, the Chinese market is attractive for Zara, but it is also challenging due to the cultural difference and relatively low brand awareness. Secondly, fast fashion product has a short product life cycle, and it is essential to satisfy customers needs as much as possible before the peak of the cycle. Therefore, the fast fashion needs the support of fast marketing in a coherent way. Thirdly, the emerging of e-commerce calls for the adjustments in market strategy since the online stores is more easily neglected than physical stores. 
These findings are closely related to the research topic and point out the needs of strengthening the marketing activities. Therefore, we give our recommendations tailored to these issues. Recommendations like joining the Chinese social media platforms, providing interesting content to interact with people, cooperating with fashion bloggers and celebrities and launching marketing campaign to encourage the brand co-creation have been come up with to facilitate Zara’s expansion towards China.
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1. [bookmark: _Toc448991296]Introduction
With the deepen economic globalisation, an increasing number of companies are trying to expand their business worldwide. The issues about the business expansion have drawn a lot of attention and become a focus of business studies. The fast fashion industry has come up with attractive concept of ‘cutting edging design at an affordable price’ and achieved great success in recent decades. Zara, as one of the biggest players in the fast fashion industry, gains high reputation of its stylish designs and the responsive vertical-integrated supply chain (Li et al., 2014). To further grow the business, Zara has started the aggressive expansion, and based on its annual report, up to 2015, its parent company Inditex has opened 6683 stores in 88 markets. However, opposite to the rapid expansion, the business in some countries like China, Korea, etc., does not go very smoothly because the lack of tailored strategy towards each market. Therefore, the report will give the special focus on Zara’s expansion towards China and the application of digital marketing. Strategic issues about the Chinese market and marketing strategies will be identified, and creative recommendation with rationales will be put forwards.
The whole report consists of five parts. It begins with an introduction, giving a quick snapshot of the project background, followed by the project objectives that delineate the expectation of the consulting project outcomes. Afterwards, the key findings about the Zara’s expansion to China and its problems in marketing strategy will be presented, based on which the recommendations are put forward. The report ends up with the conclusions and attached appendix.
2. [bookmark: _Toc448991297]Project Objectives
This consulting project aims to facilitate Zara’s expansion towards China with the recommendations in the field of digital marketing. To achieve this, it is necessary to gains a better understanding of the environment where the Zara stands, identify the difficulties that get in the way of the expansions, and give creative solutions to these problems. To be more specific, the project objectives are listed as follows:
· A better understanding of the Chinese market--- what the opportunities and challenges are.
· A better understanding of the fast fashion industry --- what kind of strategies are needed based on the special characteristics of this industry.
· A better understanding of the customers --- Is there any changes in the consumer behaviours.
· Creative and strong evidence- based solutions.
3. [bookmark: _Toc448991298]Findings and critical analysis
Through conducting abundant secondary research and analysing the collected data under the theoretical frameworks etc., we have come up with several key findings related to the strategic environment of Zara’s expansion towards Chinese market, and the significance of leveraging the positive effect of digital marketing during this process. However, due to the word limit, in this section, we will only highlight several pivotal findings. More details could be found in the appendix, which includes the systematic PEST and SWOT analysis. 
[bookmark: _Toc448991299]3.1 Opportunities and challenges embedded in Chinese market
When examining the macro-environment of Zara’s expansion in China, we found that the Chinese market is attractive and profitable; however due to the lack of brand recognition and the culture difference, the expansion tends to be challenging and requires corresponding techniques to win the Chinese customers.
The opportunities in Chinese market mainly lie in the increasing buying power of Chinese customers and the absence of strong national fast fashion brands. Although China has experienced a economic slowdown due to the financial crisis, China’s economy is recovering and now plays a much bigger factor in global growth than recent decades (Matthews, 2015). According to data released by National Bureau of Statistics of China, the household consumption expenditure has witnessed a steady increase in recent five years (Figure 1). The buying power of Chinese customers is increasing, and with the growing disposable income, Chinese customers are willing to spend more on clothing to catch up with the cutting edge of fashion, and young adults tent to gain status through the consumption of fashion clothing (O’cass & Siahtiri, 2014). 

Figure 1. The household consumption expenditure in China over 2010 to 2014
Source: National Bureau of Statistics of China
However, opposite to the growing demand, there is quite a few national fast fashion brands. Moreover, Chinese customers seem to have a special preference for foreign brands. All these factors make China become a target for various fast brands’ ambitious global expansion (Figure 2).


	Company
	Number of stores in China
	Total number of stores

	H&M
	291
	3511

	Inditex
	501
	6683

	Uniqlo
	374
	633





Figure 2. The number of fast fashion stores in China and around the world.
Source: Annual reports of H&M, Inditex and Uniqlo
In 2014, H&M opened 86 stores in China, ranking at the top of new openings worldwide. For Inditex, the parent company of Zara, the number of stores in China reached 501, which is also the number one among all the markets. The Japanese fast fashion brand Uniqlo expands fast in recent decades, and the Chinese market is still its main battlefield, which can be proved by the number of stores in China which is 374, accounting for more than half of its all stores globally. 
Although there is great opportunities in Chinese market, the expansion in China tends to be challenging because of the culture difference and relatively low brand awareness. To realise internationalisation, ‘Zara seems to follow the classic ‘stage model’ by firstly entering geographically or culturally close markets before by taking opportunities in more distant markets’ (Lopez & Fan, 2009). However, due to the cultural difference, the successful experience of operating in culturally close countries cannot be fully transferred to Chinese market. In addition, the brand awareness of Zara is much lower than that in European countries, with the company’s zero advertising strategy, the expansion cannot draw enough attention of Chinese customers. For example, ‘although Zara already had a Zara website in China, which accounts for around 8% of sales, the site was virtually invisible to Chinese customers’ (Burgen, 2014).
[bookmark: _Toc448991300]3.2 Fast fashion needs fast marketing
Having examining the macro-environment of Chinese market, we have conducted the Porter’s five forces analysis (see Appendix) to gain the insights into the fast fashion industry, and further discussed what kind of marketing strategy would better fit the industry’s characteristics. 
Fast fashion is a contemporary term refers to designs that quickly move from cat walk collections to consumers at an affordable price (Wei & Zhou, 2011). The philosophy of this industry emphasises ‘responsiveness’ and ‘affordable price’. On one hand, the design needs to follow the cutting edge of the fashion, and on the other hand, the price needs to be affordable to attract customers. 
However, based on our research, if Zara want to explore the Chinese market successfully, it cannot solely rely on ‘responsiveness’ and ‘affordable price’, although it has used these two concepts to achieve great success in other aggressive expansions. The reasons are twofold. 
Firstly, fast fashion not only needs the quick designs, it also requires the marketing activities in a coherent and responsive way especially when the brand awareness is not that high (Sheridan et al., 2006). The fast fashion product has a very short life cycle (Figure 3), so it is essential to attract as many customers as possible before the declining phase. However, just as mentioned above, the brand awareness is relatively low in China, which leads to the Chinese customers may easily miss the such short product life cycle. This kind of inefficiency calls for the tailored marketing strategy to enhance the brand awareness and boost the sales.
. [image: C:\Users\Administrator\AppData\Roaming\Tencent\Users\1205409096\QQ\WinTemp\RichOle\6M0$SK_([_K%W`1{{JQ6`1P.png]
Figure 3. Product life cycle curve

In addition, the brand positioning calls for certain adjustments in Chinese market. In European market, the price of Zara’s product offerings is perceived relatively low, therefore the brand positioning of cutting edging design at an affordable price is quite successful. However, the price level in China is much lower than counterparts in Europe. The current pricing faces an awkward situation, because on one hand, the price will not be perceived as friendly as that of other fast fashion brands and some national brands , and on the other hand, the products cannot give the young Chinese adult a sense of high status through the consumption. Therefore, in order to win the Chinese customers, it is the time to have a tailored and clear brand positioning, which will not be the same to other European market, and at the same time, marketing activities are necessary to facilitate the new brand positioning and encourage the brand co-creation. 
[bookmark: _Toc448991301]3.3 the Emerging of e-commerce
With the progress achieved in communication technology and the penetration of the internet, e-commerce is playing an increasingly important role and provides various opportunities for business running. People’s consumption behaviours are different from the past. Online shopping becomes more and more popular and generates increasing profits for companies. According to Forbes, on Nov 11. 2015, ‘Alibaba Group sells $5 billion in first 90 minutes of single day sale and could handle 120,000 orders and 60,000 payments at peak per second’ (Lim, 2015). Also, the figure 4 shows that in China online shopping and mobile shopping develop fast in recent years. Among the people who shop online, customers between 20-29 account for the biggest part, reaching 56.4% (see Figure 5), and this group of people is exactly what Zara targets at. 
[image: C:\Users\Administrator\AppData\Roaming\Tencent\Users\1205409096\QQ\WinTemp\RichOle\~~AY$XQG[P2H[J3`~XY%5RS.png]
Figure 4. China network shopping and mobile shopping in 2013 and 2014 
Source: CNNIC (China Internet Network Information Centre), ‘shopping online market development report’ (2014)

Figure 5. The percentage of different age groups of Chinese female shopping online. Source: CNNIC (China Internet Network Information Centre), ‘shopping online market development report’ (2014)
Moreover, based on the research to investigate what is the best sold item on the internet, the category of apparel, accessories and footwear ranks at the top 1 (Figure 6), which further proves that e-commerce would play a significant role in Zara’s global expansion towards China.  
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Figure 6. Ranking of the best sold items in China over the Internet (Source: Ireseach cited in Wei and Zhou, 2011)
Zara always believe its physical stores are the best marketing tool, so little budget has been allocated to marketing; however, with the fast development of e-commerce, the influence of its physical stores cannot well reach the group of people who prefers to shop online. One significant difference of online shopping and offline shopping is that online retailers are more easily neglected if customers have not found the value provided by the companies, and this may be the reason that can explain why Zara’s online store in China is not that successful. Therefore, to facilitate the development of e-commerce, Zara needs to take certain measures to improve the brand visibility over the Internet, and encourage the interactive dialogue between the customers and the company.
To conclude, through the secondary research and critical research, we have drawn the following three main findings, and all these findings have pointed out the needs of carrying out marketing strategies to enhance the brand visibility and adjust the brand positioning.
· Because of the increasing buying power of Chinese customers, growing desire to catch the cutting edge of fashion and the lack of the strong national brands, the Chinese market is highly attractive for Zara. However, the cultural difference and the relatively low brand awareness may pose barriers in its expansion towards China. In addition, the brand positioning calls for certain adjustment to ensure it is tailored and more suitable for Chinese market.
· The product offerings of fast fashion industry has a short product life cycle. It is essential to ensure the product has satisfied as many customers’ demands as possible at the peak of the curve. Therefore, it is not enough to have the responsive supply chain, the coherent and responsive marketing strategy is also necessary, especially when the brand awareness in China is much lower than that in European countries. 
· Today, more and more people enjoy shopping online. E-commerce will provide lots of opportunities for Zara’s development. Different from physical stores, online stores can be more easily neglected if the customers are not familiar with it. Zara always regard its store as the best marketing tool; however it is not enough under current circumstance.  
4. [bookmark: _Toc448991302]Discussions and recommendations
The findings have revealed that the relatively low brand awareness and the lack of tailored product positioning have already posed barriers in exploring Chinese market. The existing marketing strategy calls for certain modifications to the existing marketing activities to facilitate the Chinese market development. The digital marketing, as a new form of marketing communication, is cheaper, more responsive and interactive than traditional marketing, and thus more suitable for fast fashion industry (Barnes, 2013). Moreover, because the main project objective is to investigate the role of digital marketing in Zara’s global expansion towards China, to make it more relevant, in this section, we will give our recommendations from the perspective of digital marketing and provide the rationales to justify our suggestions. 
[bookmark: _Toc448991303]4.1 Communication goals and positioning 
Before launching any marketing activities, it is essential to have clear communication goals and brand positioning, which can provide useful guidelines for the marketing activities and make it much more effective and efficient (Baines et al., 2013).  
Just as mentioned in the key findings, a lot of problems that Zara faces now are resulted from the low brand awareness. Different from the European market, the relatively high reputation can significantly reduce the marketing budget, Chinese customers are not that familiar with the brand as the European customers. Therefore enhancing the brand awareness is the one of the main communication goals.
In addition, due to the cultural difference and some distinctive features of Chinese market. Working out a tailored brand positioning is also the main tasks of the marketing communication. The former positioning emphasises the cutting edge design and the affordable price; however, since the price level in China is much lower, the competitive advantage of pricing is not that strong. Therefore, the positioning could be more focus on the fashionable design and target at people with a satisfying income. Zara can even considering raising the price a little bit and providing some value added services. Chinese customers not only want the product itself, but also a sense of fine taste and high status through the consumption. 
Considering the needs to improve the brand visibility and to adjust the brand positioning, we believe the digital marketing is a good choice for the company. Firstly, the cost of information dissemination is lower. Secondly, due to fast turnover rate, the traditional marketing cannot keep up the pace of the product offerings. The clothing only stays in stores for a short time, but the traditional marketing tools like TV advertisement may needs a longer time to be produced and further be put on the media. However, the digital marketing is more responsive, so it will be more coherent with the product collections. In addition, the digital marketing matters more to young people, and this group of people is also what Zara targets at. This perfect match could make the communication more effective and efficient.
To leverage the positive effects of digital marketing, Zara may consider increasing the budget on marketing, paying more attention to the social media promotions and launching some campaigns to improve the brand visibility. 
[bookmark: _Toc448991304]4.2  Social media --- a good platform to disseminate information and interact with people
Social media as a new form of marketing communication can enable the company to disseminate information at a low cost and encourage the interaction with the customers (Eagleman, 2013; Kim & Ko, 2012). Fast fashion industry can use the social media to post the information of the new collections, show the latest fashion trend, teach customers how to match their outfit, know their customers better through the interaction, and forecast the popularity of the new arrivals through people’s comments. 
To make the communication more effective and efficient in China, it would be better to focus on the mainstream Chinese local social media platforms like Xinlang microblog instead of Facebook and Twitter which have been blocked by the government. 
When visiting the official website of Zara China, in the ‘Follow Us’ section, we can still find that the quick links to social media only consist of Facebook, Twitter, Instagram, etc. However, normally those social media platforms are blocked and cannot be accessed by Chinese customers. 
Actually, Zara has launched its webpage on the biggest Chinese social media platform Xinlang Microblog, however it has not been well managed and seems to be neglected by Chinese customers. Zara only has 650 thousands followers, while usually a Chinese celebrity has tens  of millions followers. The microblog is not updated frequently, and most of the content has not drawn a lot people’s attention. For example, the figure 7 is a post of Zara’s new collections on Xinlang Microblog. However, this post only be reposted 4 times, be commented by 6 people, and be liked 64 times. The numbers are quite small when comparing the quite large population in China.
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Figure 7. A Zara’s post on Xinlang microblog

Therefore, it is time to spend more efforts to manage the social media and create a close relationship with its customers. Zara may consider following suggestions:
· Let professionals in social media management to take the charge of the online promotions. 
· Join other Chinese local social media platforms to reach a wider range of people.
· Find an appropriate positioning, use the digital marketing to influence people and make them accept the adjustments on brand positioning.
· Produce more interactive and interesting content like short video, cartoon, fashion class that teaches people how to match the outfit etc., to attract and engage the potential customers. 
· Update the online contents more frequently, keeping up with the pace of new collections.
· Cooperate with celebrities, fashion bloggers and magazines to promote the latest fashion trend and new collections.
· Add quick links to social media on the official website, and also include the links to online stores in the post on social media. Ensure the official website and social media support each other and be consistent.
[bookmark: _Toc448991305]4.3 Marketing campaign--- an opportunity to realise the brand co-creation
The recommendations above could help Zara to improve the brand visibility at a relatively low cost. However, the brand awareness may rise gradually instead of having a significant increase. If Zara wants to make a buzz and gain brand awareness in a short time, launching a marketing campaign would be a good choice. 
The marketing campaign provides a opportunity to fully engage the customers. The user-generated content can realise the brand co-creation, and through this process, a profound relationship between the company and customers also can be built.
Zara could consider launching some interesting and interactive campaign. For example, Zara can hold a competition and invite people share their most satisfied outfit on the social media platforms, and the person who gets the most likes would win a prize and be invited as model to participate in the next collections’ shooting.
In this way, people will participate in this campaign and share their photos on their social media webpage. Since everyone has many connections especially those who are very active online, this campaign can reach a wide range people and more people will get to know Zara and what the brand stands for in this marketing campaign. It is just like virus marketing that can influence a large number of people in a short time.
To have a strong impact, Zara can invite some celebrities to participate in the campaign as well. The celebrity endorsement can significantly raise the popularity of the campaign and achieve a better result. 
To conclude, we suggests that Zara to fully leverage the positive effects of Chinese local social media and launch some marketing campaign to create the buzz, improve the brand visibility and build a close relationship with its customers. Other methods like adding testimonials on the official website to use e-WOM to influence more people, sending emails to inform customers the latest fashion trend are also recommended. 
5. [bookmark: _Toc448991306]Conclusions
Guided by the research objective, the secondary research has been conducted to examine how attractive Chinese market is, what kind of marketing is most suitable for fast fashion industry, and what changes in the way that Chinese customers shop. It has been found that Chinese market is quite promising and would provide lots of opportunities for Zara’s development; the fast fashion industry calls for the fast marketing in a coherent way; and the emerging of e-commerce makes digital marketing more relevant to Zara’s expansion to China. Following recommendations have been come up with to facilitate Zara’s expansion in China.
· Generate a more in-depth understanding of Chinese market and find an appropriate brand positioning .
· Put marketing in a more importance place especially digital marketing to enhance the brand visibility.
· Join Chinese local social media platform to engage with the Chinese customers. 
· Cooperate with fashion bloggers and magazines to attract more customers.
· Encourage the brand co-creation through posting some interactive contents and build up a relationship between the brand and the customers.
· Consider launching some marketing campaigns to create a buzz and improve the brand awareness in a short time.
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[bookmark: OLE_LINK1][bookmark: OLE_LINK2][bookmark: _Toc448991308]Appendix 1. PEST analysis on Zara’s macro-environment in China
E

P     S 
T
People are paying more attention and spending more money on fashion products.
Usually, Chinese customers have a preference for foreign brands than national brands.

With the development in Internet, e-commerce and digital marketing is playing a more significant role. 
Because of the emergence of e-commerce, products could be easily compared in the online platforms.
The Chinese government has formulated favourable policies to attract foreign investment, including the reduction in custom duties, income tax, etc.
Although the economic growth rate is slowing down after the financial crisis, the Chinese economic still witnesses a steady growth, with an average 8.14% GDP growth rate in 2014. 























[bookmark: _Toc448991309]Appendix 2. Industry Analysis (under the framework of Porter’s five forces)
New entrants The entrance barrier is medium.
· The fast fashion industry does not require a large investment, so the entrance barrier is not as high as some industries like airline industry. 
· However, the fast fashion industry do need economies of scale to make the production efficient and to lower the price.
· In addition, companies like Zara and H&M are quite dominant in this industry, and their reputation also poses barriers for new entrants.
Therefore, the threat of new entrants is medium.






Suppliers
The bargaining power of supplier is low.
· For the majority of the fast fashion companies, they have controlled the part of their supply chain. The vertical supply chain could make sure it is more responsive towards the market changes and the turnover rate could be raised.
· Since the fast fashion companies have the control over their supply chain, the bargaining power of external suppliers is low.
Therefore, the threat of external suppliers is low.



Buyers
The bargaining power of buyers is high.
· There are lots of fast fashion brands in the market, and the customers have relatively low switching cost to buy a different brand’s clothes.
· The information is highly visible to customers. People can easily compare different companies’ product offering especially when shopping online.
· Buyers are price sensitive, and the difference in price may influence the buying decision
Therefore, the bargaining power of buyers is high.




Substitutes
The threat of substitute product is low.
· There are limited substitute products available in the market.
· The price of haute couture is very high, while the normal clothing brand cannot provide such cutting edge design. 
Therefore, the threat of substitutes is low. 




Competitors
The competition is fierce.
· The competitive advantage could be copied by rivalries. 
· There are many strong brands in this industry like Zara, H&M, Gap, Topshop, Benetton, New Look, Uniqlo, etc.
· Both the online and offline competition is fierce.
· Some companies have strong promotion activities to boost the sales.
Therefore, the intensity of competitive rivalry in fast fashion industry is high. 







[bookmark: _Toc448991310]Appendix 3. SWOT Analysis
Strength
Cutting edge design.
Responsive supply chain.
High brand reputation and loyalty in European market.
 
Weakness
Lack the understanding of some emerging market like China, Korea, and the brand position in these market is not clear.
Limited marketing activities.
Opportunity 
Emerging markets like Asia.
E-commerce.
Threat
Strong competition within the industry.
Global economic downturn.
Increasing labour cost.
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