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[bookmark: _Toc686703520][bookmark: _Toc1181860351]Introduction
Zara, the flagship brand of the Inditex Group, is widely recognised as a leading force in the fast-fashion industry. Established in 1975, the company has built a substantial global presence, operating more than 3,000 retail outlets in over 90 countries and maintaining a significant online platform (Baena, 2024). Zara’s sustained competitive advantage is primarily due to its ability to identify and respond to emerging fashion trends at remarkable speed, keeping the brand closely aligned with evolving consumer preferences. For example, Zara has demonstrated this responsiveness by swiftly introducing new styles to address the growing demand for eco-friendly fashion. In 2023, the company launched a line of sustainable clothing made from recycled materials, which quickly gained popularity across markets, particularly in Europe and North America.
This report presents a critical analysis of Zara as a multinational enterprise, focusing on the strategic advantages and operational challenges associated with its internationalisation. At the core of this analysis lies the question: How can Zara maintain its rapid-fire model in a global market that increasingly demands sustainability? To ensure a comprehensive and objective evaluation, the analysis is structured to sequentially assess Zara's international context using various analytical frameworks. The process begins with PESTLE analysis to examine the macro-environmental factors impacting Zara's operations. As noted by Hutagalung et al. (2025), Zara serves as a significant subject for scholarly investigation due to the considerable academic and industry attention it has attracted, primarily because of its agile business model, rapid market responsiveness, and integrated supply chain efficiency.
The report further delves into critical aspects of Zara’s international strategy, including its global value chain configuration, market entry strategies, and the application of the Ownership, Location, and Internalisation (OLI) paradigm. The report examines the impact of cultural heterogeneity in emerging markets on Zara’s operational effectiveness and concludes with strategic recommendations to enhance the company’s long-term international sustainability. These recommendations are informed by the Resource-Based View (RBV) theory to ensure alignment with Zara's core competencies.
[bookmark: _Toc1158528694][bookmark: _Toc1256150592]Multinational corporations vs. Transnational corporations
Although the terms multinational corporations (MNCs) and transnational corporations (TNCs) are often used interchangeably, they differ in significant ways. As shown in Table 1, MNCs are typically headquartered in a single home country and expand internationally through subsidiaries, maintaining centralised control over operations and strategy (Gratton, 2025; Nanda, 2022). In contrast, TNCs do not have a singular global headquarters and distribute decision-making authority and business functions across multiple countries. This decentralised structure enables TNCs to adapt rapidly to local conditions (Nanda, 2022). While MNCs prioritise unified coordination from their home base, TNCs seek a balance between global integration and local responsiveness. Recognising this distinction is essential for analysing how these organisations' structure, operate, and influence the global economy. Zara, as part of the Inditex Group, primarily operates as a multinational corporation. It retains centralised strategic control while adapting to local markets through its extensive network of subsidiaries. This MNC structure allows Zara to maintain brand consistency worldwide while leveraging local market insights to inform its strategic initiatives.

[image: ]Table 1- Differences between MNC and TNC- Source – Nanda, 2022.
[bookmark: _Toc242617917]ZARA
Zara’s headquarters in Arteixo, Spain, serves as the centre of a highly centralised and hierarchical organisational structure, characteristic of multinational corporations. Baena (2024) observes that Zara’s rapid production cycle has secured its leadership in the fast fashion sector. Core functions, including strategic decision-making, product design, and a significant portion of production, are concentrated in Spain, underscoring the company’s emphasis on control, coordination, and operational efficiency. For instance, Zara’s centralised structure facilitated a swift response to the rising demand for sustainable fashion; the Arteixo team quickly designed and produced a collection with environmentally friendly materials, delivering it to stores within weeks. According to López et al. (2022), Zara introduces approximately 24 collections annually, a practice that necessitates accelerated product development and efficient distribution. Many of these collections are designed and manufactured near the headquarters, enabling rapid movement from concept to retail. Although production and strategic oversight are centralised, distribution is managed at the national level, allowing adaptation to local consumer preferences while maintaining alignment with Zara’s global strategy.
[bookmark: _Toc1884000378]Value chain analysis 
A value chain encompasses the measurement and management of all activities that add value to a product from its inception to final consumption (Azalie & Kamarulzaman, 2022, p.260). Value chain analysis has been instrumental in the success of many businesses over several decades. Michael Porter popularised this analytical approach in 1985, highlighting its utility in strategic management, particularly for evaluating a firm's flexibility, marketing dynamics, management strategies, and quality assurance processes (Azalie & Kamarulzaman, 2022; Pratiwi et al., 2024; Ruan, 2020).
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Figure 1 – Porter’s Value Chain Analysis – Source: Ruan, 2020
[bookmark: _Toc1506493153]Zaras Value Chain Analysis
The following table presents a detailed value chain analysis of Zara, based on Porter’s framework. It highlights how each primary and support activity contributes to the company’s competitive advantage. This analysis reveals that Zara's main sources of advantage include its agile supply chain, which supports rapid production and delivery; its vertical integration, which enables tight control over design and production processes; and its digital innovation, which enhances responsiveness to market trends. These factors collectively enable Zara to swiftly turn emerging fashion trends into commercially viable products, thereby maintaining its lead in the fast-fashion sector.


[image: ]Figure 2 - SOURCE AUTHOR – ZARAS value chain analysis
Zara exemplifies modern value chain optimisation through its distinctive supply chain management, which features vertical integration, rapid production cycles, and limited inventory. This approach has established Zara as a global leader in fast fashion. Li, Liu, and Zhou (2024) assert that Zara’s success is closely tied to its highly efficient and responsive supply chain, enabling the company to transition designs from concept to retail shelves within weeks. Furthermore, Zara’s adoption of digital transformation initiatives has enhanced its agility in a dynamic retail environment. Notable digital strategies include the use of RFID technology to improve inventory management and advanced data analytics to forecast fashion trends and optimise stock levels. These technologies facilitate Zara’s rapid response to market trends and support the efficient alignment of supply with consumer demand.
Inditex's digital innovation began in 2012, Inditex initiated its digital innovation strategy in 2012 by integrating physical stores with its online platform. This strategic shift toward customer-centric operations enables the brand to better understand and address consumer demands across various channels. By aligning technological infrastructure with retail objectives, Inditex enhances agility in product delivery and reinforces its presence in both digital and physical markets, thereby improving the overall shopping experience (Than, 2023). efficiency, these practices have significant strategic implications, particularly in rapidly developing markets such as China. As López et al. (2022) observe, "under digital capitalism, established lead firms experience pressure to restructure their value chain resulting from the competition of new ‘digital lead firms’, which rely on the internet and/or new digital technologies to set up digitally integrated, highly demand-driven, and cost-efficient supply chains." Zara’s ability to leverage digital tools while maintaining tight control over its operations serves as a benchmark for firms navigating this transformation. These strategies not only enhance Zara's competitive position but also improve profitability by minimising production costs and maximising responsiveness to consumer trends. For example, in China, Zara's digital integration and agile operations enable it to quickly adapt to local demand shifts, giving it an edge over competitors that can't respond as swiftly. This adaptability is crucial in maintaining market share and driving growth in such dynamic environments.
[bookmark: _Toc1552313776]Entry modes into new markets
Zara’s robust research and development capabilities are central to its competitive advantage in the fast-paced fashion industry. Hutagalung (2025) identifies two primary stages in Zara’s product development process. First, trend forecasters collect insights by observing fashion shows, visiting shopping districts and universities, and exploring global fashion hubs. These insights are then quickly transformed into designs through close collaboration with product developers. This empirically driven approach is especially important for successful entry into international markets.
Zara typically enters new markets through wholly owned subsidiaries, supporting its centralised supply chain and enabling direct control over pricing, merchandise, store layout, and stock rotation. In key markets such as Spain and Italy, this approach facilitates seamless strategic execution. However, Zara also utilises franchising and joint ventures to expand its market presence. In India and China, joint ventures have proven effective for navigating unfamiliar business environments. For example, Zara’s partnership with Tata Group’s retail arm in India has facilitated expansion by leveraging local expertise. In regions with complex cultural dynamics or restrictions on foreign ownership, such as the Middle East, Zara adopts franchising, as demonstrated by its successful franchise operations in Saudi Arabia, which ensure regulatory compliance while preserving brand integrity.
Multiple factors shape Zara’s decisions regarding entry modes. Regulatory requirements are crucial, as local laws may necessitate franchising or joint ventures, particularly in markets with foreign ownership restrictions. Market familiarity also plays a significant role; entering unfamiliar markets often requires partnerships with local firms to gain insights and establish a presence. Additionally, Zara’s emphasis on control—especially over supply chain efficiency and brand identity—drives its preference for wholly owned subsidiaries in familiar and strategically important markets.
[bookmark: _Toc577150979]Critical Analysis of the OLI Framework of Zara in Spain and China
Zara, a global leader in fast fashion, has effectively leveraged its Ownership, Location, and Internalisation (OLI) advantages to expand into international markets, including its home country, Spain, and China. This analysis argues that Zara’s strategic application of the OLI framework not only underscores its market dominance but also demonstrates the company's capacity to adapt to diverse market environments. The study examines how Zara’s business model and strategic decisions are shaped by these OLI advantages in these two distinct markets.
[bookmark: _Toc1182525143]Ownership Advantage: Control, Efficiency and Adaptability
Zara’s ownership advantage is rooted in its unique business model, which prioritises fast fashion, supply chain agility, and rapid response to market trends (Ly, 2021). In Spain, Zara’s home country, its centralised logistics, sophisticated inventory system, and vertical integration provide a significant competitive edge. The company's ability to design, produce, and distribute new collections within two weeks allows it to respond quickly to consumer preferences, giving Zara an advantage over competitors (Li, Liu, and Zhou, 2024). This ownership advantage is key to Zara's success in both developed and emerging markets.
In China, Zara has faced challenges distinct from those in its home market. While its supply chain advantages remain important, the Chinese market presents unique consumer behaviours and competitive dynamics. To address these challenges, Zara has employed joint ventures with local partners (Lopez and Fan, 2009). This approach allows Zara to leverage local expertise, which is crucial in a market with intense competition from both domestic brands like Uniqlo and international competitors. Joint ventures enable Zara to mitigate the risks of cultural misalignment and market-entry barriers while maintaining some control. However, joint ventures also present certain drawbacks, such as potential loss of control over operations and difficulties in integrating corporate cultures. These limitations can impact decision-making efficiency and dilute Zara’s brand consistency. Despite these challenges, in both Spain and China, Zara’s ownership of production and logistics enables it to adapt quickly to fashion trends, setting it apart from competitors like H&M, which relies more heavily on outsourced production (Ly, 2021).
Zara's ownership advantage also plays a significant role in emerging markets like China, where rapid production cycles and tight control over supply chains help it navigate challenges such as infrastructure limitations and intense competition (Gresi Sanje Dahan and Filiz Balta Peltekoglu, 2011). Zara’s ability to quickly adjust its product offerings to local demand and fashion trends gives it a competitive edge over rivals that are slower to respond to market fluctuation.

[bookmark: _Toc1749608643]Location Advantage: Strategic store placement and market accessibility 
Zara’s location advantages are a crucial component of its global expansion strategy. The company carefully selects locations that maximise visibility and foot traffic, which directly contribute to its brand image and consumer reach. In Spain, Zara’s strategic presence in prime retail locations is a hallmark of its brand identity. Its stores are not just retail spaces but are designed to create an engaging shopping experience, tailored to local consumer tastes and cultural preferences (Lopez and Fan, 2009). Zara’s flagship stores in high-traffic areas like Madrid and Barcelona feature visually appealing window displays that attract consumers and reinforce the brand's image as a leader in fast fashion.
In China, Zara’s location strategy is equally crucial but requires more adaptation to local market conditions. The retail environment in China is highly competitive, with a growing number of both domestic and international brands vying for market share. Zara’s decision to enter the Chinese market through joint ventures rather than wholly owned subsidiaries reflects its strategy to leverage local market knowledge and networks (Lopez and Fan, 2009). This approach enables Zara to navigate the complexities of the Chinese market more effectively while mitigating the risks posed by cultural differences and market entry barriers.
Despite these adjustments, Zara’s location-specific strategy in China still focuses on securing prime retail spaces in major urban centres such as Beijing, Shanghai, and Guangzhou, where consumer demand is high, and brand visibility is greatest. However, this approach requires Zara to address local regulatory challenges and consumer preferences, which often favour local products over foreign ones. In Spain, Zara enjoys significant success due to its prime location choices in major cities like Madrid and Barcelona, which have translated into substantial market share and impressive sales figures. In contrast, Zara's approach in China, while strategically sound, faces the challenges of intense local competition and complex regulations, which are affecting its overall sales growth. In high-risk countries, such as Saudi Arabia, Zara has used franchising to reduce exposure while testing new markets (Liu, Huang, and Pan, 2024).
[bookmark: _Toc1619246045]Internalisation Advantage: Managing the Value Chain Internally
Zara’s internalisation advantages stem from its highly integrated value chain, which enables the company to maintain control over key aspects of production, distribution, and design. This model ensures rapid response to fashion trends and allows Zara to remain flexible across its operations. Instead of relying on licensing or outsourcing, Zara manages most of its value chain in-house, which enables it to retain control over critical decisions and keep costs low (Ly, 2021).
In Spain, Zara’s centralised control over design and production allows the company to remain highly responsive to market demands. Local managers provide valuable insights into consumer preferences, which they directly communicate to design teams, ensuring that launched products are tailored to the target market's needs (Bhardwaj, Eickman, and Runyan, 2011). In China, Zara faces complexities due to differences in consumer tastes and fashion cycles. The company’s use of joint ventures in China helps it balance control with adaptability, leveraging local partners’ market knowledge while maintaining Zara’s core, internally managed value chain (Liu, Huang, and Pan, 2024).
Zara’s strategy of minimising franchising and focusing on wholly owned subsidiaries in key markets is a testament to the company’s internalisation advantages. By keeping operations in-house, Zara maintains consistency in its product offerings and customer experience, thereby strengthening its position as a leader in the fast-fashion industry (Anwar, 2017). While the OLI framework is particularly effective in explaining Zara's strategic decisions, it is important to acknowledge alternative internationalisation theories such as the Uppsala model and network theory. The Uppsala model emphasises gradual international expansion and the acquisition of market knowledge over time, which contrasts with Zara’s rapid entry strategy. Network theory highlights the role of relationships and networks in international expansion, as seen in Zara's joint ventures in markets such as China. However, OLI is particularly well-suited to understanding Zara’s approach, as it emphasises leveraging ownership, location, and internalisation advantages to achieve a competitive edge.
[bookmark: _Toc2056794680]Cultural contrasts that matter for Zara
"Culture is reflected in the social behaviours and norms found in specific societies" Huang, et al. (2019, p.72). The main argument of this analysis is that the cultural differences between Spain and China significantly impact how Zara, a Spanish multinational enterprise, adapts its strategies for market entry and operational success in China. Cultural differences play a fundamental role in shaping the strategies multinational enterprises adopt when entering foreign markets. Hofstede’s cultural dimensions provide a structured framework for analysing how national culture differences may influence an organisation's strategic decision-making (Gallego-Álvarez, and Pucheta-Martínez, 2021). For Zara, whose home is based in Spain, a culturally expressive, moderately individualistic, and relatively flexible society entering China requires careful adaptation to a cultural environment characterised by collectivism, hierarchy, indirect communication, and long-term orientation. These differences influence consumer behaviour, managerial expectations and Zara’s overall strategic approach within the Chinese market.

[image: ]		Figure 3 - Hofstede (2025) China and Spain Comparison.




[bookmark: _Toc1169135769]Power Distance
Hofstede’s power distance dimension refers to the extent to which a society accepts and expects power inequalities (Ogden and Cheng, 2011). Cultures with high power distance view hierarchy as nature, believing that superiors deserve greater status and influence, and people tend to accept authority with little question (Daniels, and Greguras, 2014). In contrast, low power distance cultures have expectations of shared decision-making and more informal communication with superiors. For instance, in high power distance environments, meetings may be dominated by senior leaders who dictate decisions, and subordinates may be less likely to offer feedback through formal channels. This cultural dimension shapes how organizations interpret status, authority, and workplace relationships across different societies, making it crucial for leaders to adapt their management strategies accordingly.
China demonstrates a significantly higher power distance than Spain, indicating that hierarchical structures are widely accepted and respected there (Yang, 2019). In contrast, Spain favours a flatter organisational structure and open communication with management throughout Zara. To become a dominant player in China, Zara embraced a hybrid approach, balancing Spanish egalitarianism with Chinese respect for hierarchy. For example, Zara conducts co-design workshops that encourage collaborative input and innovation, yet follows these with structured decision-making and hierarchical approvals that align with Chinese cultural expectations. This blend of practices helps Zara navigate and reconcile these dual cultural mind-sets effectively.
[bookmark: _Toc267684772]Individualism vs. Collectivism
Have you ever considered how much your own cultural background influences the way you think about and interact with others? One of the most significant cultural differences, as highlighted by Hofstede (1994), is the distinction between collectivism and individualism. Collectivist societies prioritise group harmony, mutuality, and affiliation, often putting the interests of the group above those of the individual. In contrast, individualistic cultures emphasise personal autonomy, self-reliance, and the pursuit of individual goals (Daniels, and Greguras, 2014).
China is among the most cited for collectivist characteristics (Wang et al., 2025). China’s strong collectivist culture places high importance on group harmony, family ties, and social relationships. While Spain is socially oriented, it is considerably more individualistic. At Zara, this cultural nuance is reflected in several team rituals and reward systems that celebrate collective achievements (Schein, E.H. and Schein, P. 2017). 
[bookmark: _Toc630783933]Masculinity
Hofstede’s masculinity dimension measures the extent to which a society values competition, achievement, and material success (Keller et al., 2015). High-masculinity cultures prioritise status and performance, whereas low-masculinity cultures emphasise quality of life and cooperation. This dimension provides insight into variations in consumer motivations and workplace behaviours across countries.
In China, high masculinity necessitates that Zara adopt competitive performance standards, emphasising efficiency, clear targets, and strong managerial authority. For instance, Zara in China employs a results-driven approach in which employee bonuses are linked to specific sales targets, and managers are authorised to make rapid decisions to surpass competitors. Conversely, Spain’s lower-masculinity environment supports collaborative practices and work-life balance. In Spain, Zara promotes teamwork and flexible working hours to foster a balanced lifestyle. These cultural differences require Zara to adapt leadership styles, employee incentives, and operational priorities to align with each country's expectations.
[bookmark: _Toc537928867]Uncertainty avoidance
Hofstede’s uncertainty avoidance dimension describes how societies manage ambiguity, risk, and unpredictable situations (Keller et al., 2015). Cultures with high uncertainty avoidance rely on rules, structure, and formal processes to reduce anxiety, whereas low-scoring cultures are more tolerant of flexibility and change (Hofstede, 1994). This dimension shapes decision-making, organisational behaviour, and consumer expectations.
China’s lower uncertainty avoidance score indicates greater flexibility and tolerance for ambiguity, especially in business contexts. This enables Zara to implement adaptive strategies, including rapid adjustments to inventory and operations based on emerging trends and consumer feedback. In contrast, Spain’s strong uncertainty avoidance reflects a preference for strict rules and predictability, leading Zara to follow established procedures and standardised practices.
[bookmark: _Toc866500895]Long-term Orientation and Indulgence
Hofstede’s long-term orientation dimension assesses the extent to which societies prioritise future rewards, persistence, and adaptation over immediate results (Gallego-Álvarez, and Pucheta-Martínez, 2021). The indulgence dimension measures the degree to which individuals freely express desires as opposed to exercising restraint. Together, these dimensions elucidate cultural attitudes toward planning, self-control, consumption, and the balance between immediate satisfaction and long-term objectives. 
In China, Zara's strategy reflects a strong long-term orientation, focusing on sustainable growth and innovation while investing heavily in technology and supply chain efficiencies to secure future stability. Meanwhile, Spain exhibits a higher indulgence score, as evidenced by Zara's strategy of offering a diverse range of fashion-forward products that cater to spontaneous consumer desires and immediate gratification.
[bookmark: _Toc77925490]Critical Discussion and Recommendations SOP Adjustments for Zara in China
Zara’s expansion into China requires adapting its operational practices to address differences in ownership advantages, location-specific conditions, internalisation, and the significant cultural distinctions previously identified between Spain and China. Studies show that Chinese consumers place greater value on brand engagement and digital presence compared to Western markets (Hofstede, 2010). Additionally, research highlights that China’s fashion market demands faster adaptation to shifting consumer preferences, as demonstrated by a 15% annual growth rate in online fashion sales (Wang et al., 2025). While Zara’s vertically integrated model, rapid design-to-store cycle, and centralised decision-making offer substantial global advantages, these strengths must be tailored to fit China’s competitive environment, cultural norms, digital ecosystem, and regulatory requirements.
This discussion critically evaluates three key adjustments that Zara should make to its standard operating procedures to achieve sustained success in China: (1) enhanced localisation of product and merchandising decisions, (2) culturally aligned human resource management and leadership practices, and (3) integration of China-specific digital ecosystems and customer engagement standards. Each recommendation draws on Hofstede’s theory of cultural differences. For instance, enhancing localisation means adapting products to suit regional consumer preferences, aligning with China’s high collectivism score and preference for group and regional conformity. Culturally aligned human resource practices reflect Hofstede’s power distance dimension, indicating a need for the hierarchical management structures favoured in Chinese culture. Finally, integrating China-specific digital ecosystems is supported by the country’s high long-term orientation score, highlighting the importance of building lasting relationships with Chinese consumers.
[bookmark: _Toc1799179465]Localisation of Product, Supply, and Merchandising
Critical Discussion
Zara’s ownership advantages—particularly its highly centralised design, production, and distribution systems—enable rapid stock turnover and global consistency. However, China’s cultural, climatic, and competitive contexts are markedly different from those in Europe (Wang et al., 2025). Chinese consumers often require more refined fits, smaller sizes, distinct colour palettes, and garments suited to regional climates. These differences mean Zara should revise its standard operating procedures to include region-specific design adaptations and a more flexible supply chain. This could involve establishing local design teams to customise fits and colour schemes for regional preferences and climates and ensuring production schedules align with seasonal demands. By aligning operational processes with consumer expectations, Zara can improve responsiveness and maintain its competitive advantage in China.
SOP ADJUSTMENT RECOMMENDATION
Flexible seasonal calendars: Adjusting product launches for northern and southern China, which experience drastically different climates.
Local Data-Driven merchandising: utilising regional sales data, customer feedback and AI forecasting tools tailored to Chinese e-commerce platforms
Enhanced Quality Assurance: Ensuring fabrics and construction standards reflect China’s competitive environment and status-oriented fashion culture.
Local Capsule Collections: Incorporating colours, fabrics, and silhouettes preferred by Chinese consumers.
This localisation SOP supports Zara’s ownership advantages by extending its design capabilities, strengthening location responsiveness and internalising Zara's control over brand consistency while incorporating essential local insights.
[bookmark: _Toc1798102641]2.Culturally Adapted Human Resource and Leadership SOPs
Critical Discussion
Zara’s corporate culture originates in Spain, where there is relatively low power distance, moderate masculinity, and an emphasis on interpersonal warmth and informal communication. In contrast, China is a high power distance, collectivist society that values hierarchy, clear authority, group cohesion, and face-saving communication. These distinctions have significant implications for Zara’s in-store operations, team management, and leadership practices.
In Spain, shop-floor teams are used to direct communication, improvisation, and a certain level of autonomy. In China, employees expect structured guidance, clear instructions, and formalised performance expectations. Collectivist cultures also rely on group consensus to maintain harmony and foster a strong team identity (Daniels and Greguras, 2014). Without culturally adapted HR practices, Zara faces the risk of high turnover, miscommunication, and diminished service quality—outcomes that directly affect brand experience and operational stability.
From an OLI perspective, cultural differences create location-specific operational challenges that Zara must address by strengthening its own managerial capabilities, rather than outsourcing or relying on external partners. The internalisation advantage is especially important in human resource management, as the Zara brand relies heavily on global service standards in store presentation and staff behaviour (Lopez and Fan, 2009; Bhardwaj, Eickman, and Runyan, 2011).
SOP ADJUSTMENT
Zara should develop a China-specific HR and leadership team structured around hierarchical clarity, collectivist motivation, and culturally appropriate communication practices.
Implementing clear hierarchical structures: Explicit reporting lines, defined responsibilities, and detailed role descriptions
Culturally appropriate leadership training: Spanish- and international-managers in China should receive training on Chinese workplace norms, including indirect communication, respect for hierarchy, and conflict-avoidance strategies.
Structured career-development pathways: Reflecting China’s long-term orientation, employees should see clear advancement opportunities to encourage retention
Face-saving communication protocols: SOPs should emphasise private feedback, non-confrontational problem resolution, and recognition-based motivation.
This adjustment strengthens internalisation advantages and ensures Zara’s organisational operations align with cultural expectations, thereby improving employee satisfaction, efficiency, and the customer experience.
[bookmark: _Toc926049325]3. China Focused Digital Integration and Customer Engagement SOPs
Critical discussion
China is the world’s most digitally integrated retail market, with consumers heavily relying on mobile platforms, fast logistics, livestreaming, and influencer marketing (López, T. et al., 2022). In contrast, Spain has a more balanced mix of physical and online engagement, with less extensive integration between social media, payment systems, and ecommerce infrastructure.
For Zara, China’s digital environment presents both opportunities and challenges. The company’s ownership advantages include its global brand identity, integrated supply chain, and strong digital presence in Western markets. However, both domestic and international competitors excel at hyper-localised digital engagement. Without adapting, Zara risks losing relevance among Chinese consumers, who expect omnichannel integration, personalised recommendations, and continuous digital innovation.
Location-specific factors further reinforce the need for adaptation: China’s retail growth is driven by urban trends fuelled by algorithms, influencers, and livestream shopping rather than physical stores. To strengthen its position in China, Zara must adopt SOPs that leverage local platform expertise rather than relying exclusively on global marketing structures.
SOP ADJUSTMENT
Zara should develop a China-specific digital commerce and consumer engagement SOP that fully integrates local platforms, livestreaming, influencer collaboration and omnichannel services. 
The SOP should include 
Livestream retail protocols: including presenter training, product curation, storytelling guidelines, and sales metrics.
Store-Online integration: SOPs for same-day delivery, click-and-collect, QR-code product information, and seamless transitions between digital and online browsing.
AI-driven personalisation: Using China’s advanced digital infrastructure to offer personalised recommendations, targeted promotions, and rapid response trend mapping.

[bookmark: _Toc1158125858]Conclusion 
This report examines Zara's international operations, with a specific focus on its activities in China compared with its home context in Spain. As a multinational enterprise, Zara's strategic advantage lies in its ownership-specific strengths, including its vertically integrated supply chain, rapid design-to-store model, and strong brand identity. However, operating in China requires adapting these global strengths to a distinctly different cultural, economic, and competitive environment. The analysis highlights that Zara's global value chain, spanning sourcing, production, merchandising, sales, and digital integration, must remain flexible to capture opportunities in emerging markets. To strengthen its position in China, Zara could consider implementing specific strategies such as enhancing its digital engagement through localized marketing campaigns on popular Chinese social media platforms like WeChat and Douyin. Additionally, Zara could adopt agile inventory management practices that respond quickly to local fashion trends and preferences, ensuring that stock reflects the latest consumer demands. Collaborating with local designers could also help tailor collections to appeal to Chinese consumers' tastes. Furthermore, expanding workforce training programs to focus on cultural sensitivity and local customer service expectations would enhance the client experience. Future research could investigate the long-term impacts of digital integration in China's fashion industry, explore differences in consumer behavior across second- and third-tier cities, and evaluate the effectiveness of localized leadership and human resource practices. Additionally, research limitations include the dynamic nature of consumer preferences and the rapidly changing digital landscape, which may affect the applicability of current strategies over time.
Applying Dunning’s OLI framework revealed that Zara’s ownership advantage and preferences for internalising core operations support direct investment in China, providing a strong foundation for its expansion in the region. Specifically, Zara's decision to establish a local logistics center in Shanghai has improved its supply chain efficiency, allowing for more responsive inventory management tailored to Chinese consumers. The country’s large market size, urban growth, and advanced digital infrastructure further enhance these location advantages. However, Zara contends with challenges arising from China’s cultural distance from Spain, particularly in terms of collectivism, power distance, and long-term orientation. To address these cultural differences, Zara has initiated collaborations with local design teams, resulting in collections that better resonate with Chinese preferences. These strategic adaptations underscore the need for tailored organisational strategies to effectively navigate China's complex cultural landscape.
The cultural analysis demonstrates clear implications for leadership, consumer behavior, and market expectations, reinforcing the need for locally responsive operating procedures. For Zara's management, this means adopting a leadership style that values cultural insights, promoting inclusive decision-making, and offering targeted training programs to enhance cultural competency. Strategically, Zara needs to tailor its marketing strategies to address regional preferences and prioritize consumer insights that reflect the unique tastes and expectations of Chinese buyers. Additionally, cultivating partnerships with local suppliers and designers can enable a more agile response to market shifts, ensuring that Zara's offerings remain relevant and competitive.
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