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1. Introduction 

Strategies would state clear about how the executive levels of an organisation would like to 

position their company or branding in the market. Also, from the strategies of the pioneer of the 

industry, these would show their expectation on the development of the market. Other 

competitors could take it as reference, for drafting the next step, to stay low or to act 

aggressively for gaining more market share. 

1.1 Zara’s Background 

Zara, a Spanish company, is one of the leaders of fast fashion industry in the world. Amancio 

Ortega, the founder of Zara, has a great vision and clear mind set of fast fashion industry, or 

he named it as “instant fashion”. He was the first mover of this industry, and brought up a 

trend in the fashion industry by then. 

Referring INDITEX’s milestones as mentioned in their official website (2022a), here is a 

timeline which would describe the brief history of Zara: 

1963, Confecciones GOA, small dressmaking workshop 

1975, Zara store (Forward integration) 

1988-1990, Globalization (Market development) 

2003, Zara Home was launched (Related diversification) 

2007-2017, Develop e-commerce platform (Market penetration) 

2020, INDITEX closed 1200 stores globally and focus on e-commerce (Retrenchment) 

2021, Zara launched cosmetic line (INDITEX, 2022b) (Unrelated diversification)  

From the milestones that have been described as above, we can see that different corporate 

level strategies have been made by the executives of Zara. These shows that Zara is willing 

and accept changes to themselves due to the market trends in different times.  
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Flexibility is very important and a key to continue success, especially for a brand with a long 

history in the market. 

1.2 Study Objectives 

In this study, both of the corporate and business level strategies that Zara is applying would be 

slightly described and discussed, to see if they are suitable and strong enough for facing the 

existing challenges. Moreover, recommendations would be mentioned at the end of this study, 

after analysing the external and internal environment factors, to suggest Zara how to achieve 

their goals according to their VMV and strategic direction, also what kind of strategies would 

be suitable to be implanted in Hong Kong SAR. 
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2. Zara’s VMV and Strategic Direction 

In this section, we could see the relationships between Zara’s VMV and their strategic direction. 

With the clear statements, both staffs and customers would easier to understand how the 

cooperate rank and priority their concerns and taking care on which aspects in around five to 

ten years. 

 

Figure 2.1 Zara’s VMV 

Source: How I Got The Job, 2021 

2.1 Vision Analysis 

Zara’s Vision Statement – ‘To contribute to the sustainable development of society and that of 

the environment with which we interact.’ (Samuel, 2021)  

From this vision statement, this clearly mentioned that Zara has their long-term target to reduce 

their wastages and pollutants from manufacturing clothing products. Preventing global 

warming is a hot topic through all the industries, Zara as the leader of fast fashion industry 

started considering to use sustainable materials for their textile products. 

2.2 Mission Analysis 

Zara’s Mission Statement – ‘Give customers what they want and get it to them faster than 

anyone else.’ (Samuel, 2021) 
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From this mission statement, Zara has put customers’ satisfaction in the first place. Also, it 

clearly stated that Zara expecting they could response to the market requirement as soon as 

possible. As a fast fashion brand, Zara is providing at least 20 collections per year, to ensure 

their products could fulfil their customers’ (mass market) needs. 

2.3 Values Analysis 

Zara’s core values: Creativity, Adaptability, Leadership, Passion, Quality above Quantity, 

Creativity above everything else (Samuel, 2021). 

From above values, we can see that Zara would like to focus on having creative designs with 

good quality for bring impacts to the industry and market to remain their current position in the 

fast fashion industry. Moreover, to keep their designers and staffs to have passion in the fashion 

industry is also one of Zara’s core values. 

2.4 Strategic Direction 

Based on above summaries of Zara’s VMV, seems they have set up a long-term goal on 

achieving environmental sustainability, and short-term target on remaining the fast speed of 

giving their customers what they request. 

Therefore, combining these two goals, we may assume Zara’s strategic direction will be 

focusing on using sustainable materials for new launching collections and reduce their 

wastages from production. 
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3. Macro-Environment Analysis 

As mentioned before, this study is mainly focus on Hong Kong market for both Zara and Zara 

Home. Therefore, in this section, the external factors which would affect the strategic direction 

in Hong Kong region will be analysed. Except environment factors, because this is a global 

problem, which pressured Zara to start using sustainable raw materials, to lead the fast fashion 

industry reducing water wastage and wastes to landfills. 

3.1 Economic Factors 

Starting from 2020, COVID-19 has impacted the global economy over every industry, 

especially retail sales because of the lockdown policies in different countries.  

In Hong Kong, retail sales have been increased rapidly more than 30% at the beginning of 2021 

after the first year of pandemic (Ma 2021a), but it slightly dropped after 2021 (Trading 

Economics, 2022) 

 

Figure 3.1 Annual growth of the total retail sales value in Hong Kong from 2011 to 2021 

Source: Statista, 2021 
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Figure 3.2 Hong Kong Retail Sales 

Source: Trading Economics, 2022 

Mainly because the COVID-19 cases increased in February 2022, with government tighten the 

social distancing measurements again, it clearly affects the sales in the market. 

In 2021, the sales value of apparel and footwear increased slightly in Hong Kong region 

compare with 2020 (Ma, 2022).  

Due to pandemic, the online retail (e-commerce) has been needed in different countries, and 

became more popular by then, this changes also happened in Hong Kong. Although overall 

retail market was shrunken in 2020 – 2021 as mentioned, online sales value was steadily 

increasing in the same period. In the financial year 2021, the total retail sales value from e-

commerce was up to 23 billion Hong Kong dollars (Ma, 2021b). This was so called “lifesaving” 

tool for the retail business owners to survive from the pandemic, which couldn’t see the end of 

it until now. With the success or stable that the owners that have been experienced, the sales 

value through online channels was expected to further grow in the future, and forecasted to 

reach over 42 billion Hong Kong dollars by 2026 (Ma, 2021b). 
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Not only fashion industry, the economic factors of home textile industry (for Zara Home) are 

also analysed in this study. 

 

Figure 3.3 Home Textile Retail Market Analysis 

Source: Technavio, 2022 

Above figure has been summarised the important forecast of home textile industry in 2022, 

which will have 5.46% YoY growth rate and 37% of growth will be originated from APAC area, 

which Hong Kong is also included. The total market size will be increased by 57.58 billion US 

dollars in 2026 (Technavio, 2022). From these numbers, we can predict that Hong Kong has 

potential of developing home textile products in the next few years.  

With the property prices and rental rate has been slightly dropped in 2022 and forecasted will 

be decreasing continually in the near future (Gordon, 2022), we can assume that more residents 

would able and willing to buy property, as there are about 14,900 deals in Q2 2022 (Tang, 2022). 

Therefore, the needs of home textiles products will be increased for home renovation and 

household furnishing in Hong Kong market. 

However, as the global market of home textiles have been grown also, with the unstable cost of 

raw material, it may impact the selling price and quantity of the products which will also 

affected the forecast of the market size (PRNewswire, 2022).  



11 

 

3.2 Environment Factors 

According to United Nations Environment Programme (UNEP) mentioned in their online 

article, there is around 2-8% of carbon emissions in the world was caused by clothing 

productions, while the major pollutant of water is from dyeing fabric materials (UNEP, 2022).  

Since fast fashion industry aims to providing customer more choices and releasing about 20 

seasons collections annually, it is one of the largest global polluters in this century.  

Overall, the fashion industry (included fast-fashion industry and luxury fashion industry) total 

produce 92 million tonnes of waste, which would be moved to landfills, 20% of global water 

wastage and 10% of greenhouse gas emissions, that the fashion industry is responsible on 

limiting and reducing the pollutants for their further planning (Ho, 2019). 

3.3 Social Culture Factors 

During the pandemic, social has good experience on purchasing different kinds of products 

and receiving advertisement (product information) through online channels, such as website, 

social media, newsletter etc, which was mentioned in previous paragraphs. Also, since “work 

from home” (see Appendix 2) and no dinner in restaurants policies were proposed and lasted 

for a long period (around half to one year, depends on different companies’ policies), people 

had no desire on buying new apparel items base on lack of social activities, this may cause a 

huge drop of the sales of fashion items. However, because people spent more time at home, 

and looking for a better working environment in their property, people may start having ideas 

for their home decoration and renovation. Moreover, most of Hong Kong people are fan of 

best cost products more than low-cost products, they also consider about the quality of the 

products before purchasing the items. So, it is not easy to trigger them to buy a new brand’s 
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item online for the first time, but easier if they have enough confident for buying the items 

from the brand that they are familiar with. 

3.4 Political Factors 

With the Hong Kong government tighten the social distancing measurement and the policies of 

0+3 quarantine arrangements for inbound persons (see Appendix 1), not much visitors are 

willing to visit Hong Kong in the near future. This would affect the retail sales in Hong Kong, 

especially for fashion industry. 

3.5 Technology Factors 

According to above factors, we may see the technology of online shopping platform is mature 

already nowadays. Therefore, most of the retail shops have treated online channels is 

necessary tool for expanding their customer groups and growing sales.  
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3.6 Porter’s Five Forces Analysis 

With the Porter’s Five Forces Analysis based on Hong Kong market, it would be easier to see 

how high the potential for Zara and Zara Home to stay in this market would be. 

 

Figure 3.4: Porter’s 5 forces Analysis - Zara 

Construct by Author 

 

Threat of new entrants: Favourable to Zara 

Since there is a lot of fast fashion brands existing in Hong Kong, including Marks & Spencer 

with a long history in this market, the new entrants could be seen as a weak force to threat to 

Zara position in Hong Kong. 

Bargaining power of supplier: Favourable to Zara 

Since Zara is launching 24 seasons per year with a high volume to fulfil the needs around the 

world, it is favourable for Zara to bargain with their suppliers for raw materials. Therefore, it 

should be seen as a weak force to threat Zara. 
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Bargaining power of buyers: Unfavourable to Zara 

With many international fast fashion brands in Hong Kong, customers have a lot of choices to 

choose base on similar design, quality and selling price. Most of them are preferred best cost 

products, which means they are not loyal customers for Zara. It is very easy that they will 

transfer to buy items from Zara’s rivalry as Zara has limited buffer of discount or price down.  

Threat of substitutes: Favourable to Zara 

There is no substitutes product for fast fashion, except the products from the same industry. On 

the other hand, fast fashion items are a substitutes product for other apparel industry in Hong 

Kong market. 

Industry Rivalry: Unfavourable to Zara 

As mentioned before, there is many different international fast fashion brands in Hong Kong 

are existing, and the target customers group of Zara is same as the other brands, so this force is 

a strong force to threat Zara’s position in Hong Kong market. 

 

Figure 3.5: Porter’s 5 forces Analysis – Zara Home 

Construct by Author 
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Threat of new entrants: Unfavourable to Zara Home 

As Zara Home is a new brand of home textile industry to Hong Kong market, compare with 

other rivals, so it would be a moderate force to Zara Home even if the quality is slightly better 

than Zara Home.  

 

Figure 3.6: Assortment Mix of home décor brands 

Source: Lectra, 2019 

Bargaining power of supplier: Favourable to Zara Home 

Since Zara Home could use the same suppliers as Zara for textile/fabrics products, and 44% of 

Zara Home are belong to textiles products (Lectra, 2019), so it should be seen as a weak force 

to threat Zara Home. 

Bargaining power of buyers: Unfavourable to Zara Home 

Hong Kong customers behaviour would like to purchase items from their familiar brands, such 

as IKEA, which is one of the most famous home décor brands in the world, with higher 

confidence on quality and past satisfaction experience. Therefore, Zara Home is not the first 

choice of buyers in Hong Kong, and it should be seen as a strong force to threat Zara Home. 

Threat of substitutes: Unfavourable to Zara Home 
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In Hong Kong, it is very common that the renovation companies would also provide furniture 

building (such as wardrobes, tables, bed frames etc.) services to customers. Also, they could 

have a design on the wall as decoration of the house. Therefore, it may affect the sales of home 

décor brands in this market. 

Industry Rivalry: Neutral to Zara Home 

The reason that this force is neutral to Zara Home is only part of rivals would be the strong 

force to Zara Home, but Zara Home has more advantages than the other brands. 

For example, IKEA is a very strong force to threat the stay of Zara Home in Hong Kong with 

their long history and a great brand image in this market. MUJI, a famous Japanese brand, is 

also a strong force to threat Zara Home in Hong Kong, which customers would think that their 

products are with good quality guaranty since they are made in Japan (well known as higher 

level quality checking in the world). But for Franc Fran and E-sprit Home, Zara Home has 

similar or better of products’ quality. Therefore, it is neutral to Zara Home to stay in this market. 
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4. Micro-Environment Analysis 

For analysing the micro-environment factors of Zara, the Porter’s Value Chain analysis 

method have been applied in this study. The following figure will show the brief concept and 

points for better understanding: 

 

Figure 4.1 Porter’s Value Chain Analysis of Zara 

Construct by Author 

4.1 Primary Activities 

Since Zara has more than half of their products (garments and textile) manufactured from 

their own factories in Spain, which is near to Zara headquarters, this could help to achieve the 

“Just-in-time” production with high speed (EdrawMax, 2021). In fact, with the “Just-in-time” 

business strategy, combining pull strategy (to fulfil exact amount of request from the retail 

stores, can reflect the customers’ needs in the market), Zara has good control of their 

inventory, limited the unsold stock all over the world (Strategyzer, 2020). 

. 
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Moreover, Zara owner, INDITEX works very close with their suppliers for providing raw 

materials in Spain, the supply chain is stable for production, which would help to remain the 

on-time schedule for their retail stores on placing orders every two weeks (5 Minutes 

Learning, 2021). 

On the other hand, speeding up the distribution and shorten the lead time is very important for 

Zara, so they have tried very best to keep the deliveries in Spain within 24 hours, to abroad 

(Europe) within 40 hours (EdrawMax, 2021), and to Asian countries will only take few days 

for delivery (5 Minutes Learning, 2021). So, they have very strict scheduling for their 

delivery and shipments. 

Above activities could achieve Zara’s mission – to give the customers what they want and get 

it to them faster than anyone else. By this, customers will be satisfied with Zara’s service with 

meeting their expectation, Zara will gain word of mouth from that. Therefore, Zara is only 

spending about 0.3% of sales on advertisement, comparing with the other competitors 

spending 3-4%, Zara has become a success story and example of low-cost marketing strategy 

(Barry, Siddiqui and Roshaan, 2018).  

4.2 Support Activities 

Zara has their own distribute center to take the responsibilities of receiving orders from store 

managers, purchasing raw fabrics within Europe, and shipping out the products to the stores 

(5 Minutes Learning, 2021). More important is, INDITEX group actually owns several fabrics 

supply in Spain and their factory will transform those input into their own products as fast as 

possible to keep a good flow of goods for “Just-in-time” production strategy (EdrawMax, 

2021). 
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As the main direction of Zara would be made by the CEO, the other teams from headquarters, 

such as brand management, human resources, IT, transportation and real estate, would apply 

different levels of strategies by following the direction (EdrawMax, 2021).  

For technology, information transferring is a key of Zara’s success. The whole supply chain is 

well connected together and transferring data and market latest information in between store 

managers and the headquarters (EdrawMax, 2021). With the ideas and information that 

provided by store managers, designers are able to create the latest design with exact what 

customers want and need currently. Therefore, store managers of Zara are not only focusing 

on sales team and customer services, they also need to have sense of fashion to provide 

valuable suggestions to designers. 

In addition, the Business Model Canvas could also help to understand more about the internal 

factors of Zara which may not covered in Porter’s Value Chain Analysis: 

 

Table 4.1: Business Model Canvas of Zara 

Construct by Author 
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With the customers visiting Zara stores 17 times per year in Spain, comparing with the other 

brands, customers only 3 to 4 times per year, it shows the satisfaction of customers that Zara 

have achieved (5 Minutes Learning, 2021). Therefore, we can assume that the relationships 

between Zara and customers are very well and meet INDITEX’s stated approach – Customers 

First (INDITEX, 2022c), this could be one of the reasons which makes Zara’s strong position 

in the fast fashion industry.  

Lower discount level shows that Zara has already set up an affordable price for customers 

with low margin comparing to other fashion brands in the market, so that there is narrow 

space for them to price down. It is very rare that Zara or other fast fashion brands would have 

promotion sales while other luxury fashion brands often have huge discount annually to clear 

those unsold stock. 

4.3 Zara’s strengths and weaknesses 

Summarizing above analysis result, we can see that Zara has their advantages on their unique 

fast speed of delivery model, highly competitive and strong position in fast fashion industry, on 

time designs with market trends, centralized decision making by the CEO, which is working 

close with the headquarters in Spain, low cost of marketing with positive word of mouth, strong 

distribution channels, and stable supply chain to meet their requirement on tight production 

schedule.  

However, the heavy cost of R&D could be the Achilles’ heel of Zara to further develop. As Zara 

requested 300 designers need to design more than 11000 items per year (Goerss, 2011), there 

would be more designs have been rejected or banned in behind, maybe more than ten times of 

the items that launched into the market. For fashion designs, prototypes are needed for final 

approval, and that’s a lot of fabric wastages already created before launching one item.  
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Adding up the materials, labour costs, and other essential costs, Zara should have a strategy to 

change these wastages into materials which have chances to turn into profit back. 
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5. Strategies Evaluation 

There are few strategies that will be evaluated in this session: 

1. INDITEX closed up to 1200 fashion stores in the world in 2020 (Jolly, 2020). 

 

Table 5.1: Balanced Scorecard for Retrenchment Strategy 

Construct by Author 

Due to pandemic serious impact the world economy, without expecting end of COVID-19 

and the social distance measurements are difference in every country, INDITEX group has 

decided to closed a huge number of stores around the world. This is a retrenchment 

strategy to survive under this difficult situation and time period. Luckily is that Zara, 

which has constituted about 80% of INDITEX business (Barry, Siddiqui and Roshaan, 

2018), has well developed the e-commerce platform in 2017, INDITEX would have few 

sales revenue through online retails for other daily expenses to run the business. 
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2. INDITEX is committed to protecting and developing the planet through the responsible 

and sustainable management of natural resources (INDITEX, 2020). 

 

Table 5.2: Balanced Scorecard for Product Development Strategy 

Construct by Author 

In 2019, INDITEX set down some important commitment on environment protection, one 

of them is to use sustainable materials in productions (INDITEX, 2022d). This is a 

product development strategy. With the sustainability policy committed by INDITEX, the 

milestones and processes of achieving 0 net emission by 2040 have been open to public 

since 2001, which shows the corporate will make the promises. 

In 2021 the corporate has managed to reduce the relative emissions of scope 1 and 2 by 

86% per square meter compared to 2018 (INDITEX, 2022e), these numerical data could 

easily to build up a better brand images and drawing more attention in the public. 
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Except corporate level strategies by INDITEX, there are business level strategies from Zara 

that we should evaluate as well: 

1. Zara Home’s strategy starts with focusing more on the Home Textile department. The 

category is relatively underrepresented in competing brands so that Zara Home can 

leverage synergies with their apparel line (Lectra, 2019). Since the supply of raw materials 

for textile production is stable, so when Zara launch Zara Home, it is very suitable for 

them to have a related diversification strategy to apply in this new business. With the 

quality confidence from public, it is easier to encourage customers to try the home textile 

products under Zara Home with a global well-known branding. 

2. Zara Home’s strategy uses a low level of discounts. The share of discounted articles is 

even lower when compared to its apparel line (Lectra, 2019). 

As Zara is providing affordable price with good quality of fast fashion items to customers, 

Zara has built up the image with best cost provider. Therefore, Zara Home should be also 

having the similar position in home textile industry.  

3. Zara has opened eco-friendly flagship in Hong Kong. The location consumes 30% less 

energy than conventional shops, and reduces water consumption by 70% (Guinebault, 

2014). 

Following INDITEX’s approach and Zara’s vision, eco-friendly is a new brand image that 

Zara would like to show to public. With this eco-friendly flagship in Hong Kong and 

successfully used less energy for daily operation, this could be the success reference site, 

not only for Zara and INDITEX, also for the whole industry. But people will remember 

that Zara is the first mover of fast fashion industry launching eco-friendly flagship shop in 

Hong Kong market. 
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6. Conclusion and Recommendation  

By reviewing the existing strategies and VMV of Zara, they are matched and the strategies in 

between corporate and business level are aligned. This shows that INDITEX have provided a 

clear path, and Zara have pointed out a clear direction to all of the stakeholders. They should 

keep the transparency of the process of sustainable policies, which the public will be pay 

attention to in the next 20 years until 2040, as they committed to achieve 0 net emission.  

More important is, the economy situation is getting better in Hong Kong market after pandemic, 

there is spaces for Zara and Zara Home to grow their sales in the near future. 

My recommendations for Zara and Zara Home are: 

1. Launching casual wear with comfortable materials for elderly (over 60 years old) with 

affordable price.  

 

Table 6.1: Balanced Scorecard for Recommended Strategy – Product Development  

Construct by Author 
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Since in South East Asia region, especially in Hong Kong, the population of elderly is 

increasing year by year, but the birth rate is decreasing, therefore there are needs of 

elderly customers in the market to purchase fashion items. 

Fashion brands often considered that elderly people would not have much desire on 

purchasing fashion items than young or middle age groups of customers. However, this 

group of elderly customers have higher education level than previous generation, and their 

income and financial level are way better, they do have potential to help to enlarge the 

market share. These customers are willing to purchase best cost products, affordable price 

with good quality, so I think Zara could consider about launching a collection or series of 

apparel for elderly people in the near future.  

2. Collect used clothes from customers in retail stores and ship back to headquarters as 

sustainable materials for producing JOIN LIFE collection. 

 

Table 6.2: Balanced Scorecard for Recommended Strategy – Backward Integration 

Construct by Author 
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As mentioned in Zara’s official website about JOIN LIFE collection, they are aiming to 

have at least 50% of their items would be manufactured according to JOIN LIFE 

standard by the end of 2022, also 100% more sustainable cotton by 2023 (Zara, 2022) 

If Zara could provide a service to public for collecting their used clothes, and encourage 

them to pay attention on environmental protection, this could be a long-term strategy for 

Zara to collect their own materials for their JOIN LIFE collection products. Building up 

a better brand image with continue plans on eco-friendly, at the same time Zara could 

further stabilized their supply of materials. 

 

With above two recommendations, both short term and long term, which do not against with 

Zara’s VMV, Zara would further staying in a strong position in the fast fashion industry in the 

future.  
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