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Executive Summary
Companies have shifted focus to value creation to the consumers who make an informed decision before making a purchase. Zara’s success is attributable to strong supply chain management, low-cost promotion and attention to customers’ feedback among other factors. the fashion and apparel industry is highly competitive and requires firms to competitively position themselves by implementing competitive strategies.  
Zara’s responds to the dynamism of the fashion by holding less merchandise in the stores. This prevents the fashion stocked by the company from becoming outdated. The company also plays major emphasis on customers’ ideas and feedback. This ensures that the company develops fashionable clothes that meet the needs and expectations of the customers. 
The business model applied by Zara Company also makes the retail business distinctive from the competitors. In normal cases, retail businesses have more merchandise in their stores. However, Zara stocks less merchandise that does not only reduce the costs of warehousing but also prevents clothes from becoming outdated within the company’s stores. 
Zara’s Value Chain Analysis
Value Chain Map 


Value creation in products undergoes various stages and involves various stakeholders (Tartaglione & Antonucci, n.d.). Zara’s value creation involves the collection of feedback from customers and developing designs that meet their expectation and needs. The company does not conduct advertising campaigns but rather uses the word of mouth in retail outlets especially in high-end locations (Loeb, 2018). The keen interest to listen to the needs of the consumers has made the company a success in the apparel industry. Thus, the feedback obtained from the customers enables the company to meet their current tastes. Customers thus derive a value for the money on spending on the company’s clothing. 
Besides, meeting the customers’ expectations through evaluation of feedback, the company also offers products at a relatively lower price in the market (Loeb, 2018). The low price strategy is facilitated by the company’s efficiency in its supply chain that minimizes its overall cost of production. a reduced cost of production is passed to the customers through reduced prices. Thus, customers derive value from wearing fashionable clothes at pocket-friendly prices. 
Zara’s Resources and Capabilities
A firm’s capabilities and resources determine its competitiveness in the market and industry it operates. However, application of capabilities and resources depends on how optimally they are utilized in an organization (Tartaglione & Antonucci, n.d.). Zara’s competitive resources and capabilities include excellent supply chain management, low promotion costs, scarce value creation, competent employees and flexible brand positioning strategy. 
Competitiveness in an industry is determined by the effectiveness of utilizing the available resources in creating value to the business as well as to the customers (Tartaglione & Antonucci, n.d.). Besides, resources management plays a crucial role in positioning a firm competitively in an industry. Zara’s efficiency in supply chain management reduces the risks associated with managing stock (Loeb, 2018). Fashion has a very short life cycle and thus highly perishable. The company has a strong logistics system where a new garment takes five days from design to deliver a process that takes six to nine months at the industry level and by other competitors.  Besides, a strong supply chain management, Zara deliberately makes clothing in small batches to create scarce value. The company avoids oversupply and its production cycle is faster than the rivals in the industry such as H&M (Loeb, 2018). 
Knowledge management is an essential success factor in an organization. Zara’s employees interact with the customers and thus, they are required to exhibit knowledge on the products they promote. Zara’s workforce is highly skilled in dealing with customers and assessing their expectations with an objective of developing designs that better meet their expectations ("ZARA United States | New Collection Online", 2018). Strong supply chain management, knowledge management, scarce value creation, and low-cost promotions, therefore, positions’ the company competitively in the fashion and apparel industry against other players in the sector. 
Features of Zara Business Model
A business model is a strategy that a firm uses in generating revenue as well as earning some profit from the operations. Thus, the objective of a firm in the use of a specific business model is focused on maximizing revenue and profits ("Zara's 'Fast Fashion' Business Model - KWHS", 2016). Although Zara’s business model is retail, the firm’s strategy of maximizing revenue and profits makes the company be among the leaders in the fashion and apparel industry. The company’s business model has two distinct features that make the company competitive including updating the collections and stocking less merchandise. 
Frequent update on the company’s collection is aimed at meeting the customers’ expectations and preferences. Understanding the customers’ preferences impacts significantly on the products demand since customers seeks products that meet their needs ("Zara's 'Fast Fashion' Business Model - KWHS", 2016). The fashion industry is highly dynamic given the short life cycle of the products. Zara has about 200 designers in the company headquarter in Spain who gather data from customers necessary in updating the company’s collection ("Zara's 'Fast Fashion' Business Model - KWHS", 2016). Therefore, the company is at a competitive advantage in adapting to the dynamic tastes of customers. 
Stocking low merchandise prevents a business from incurring costs associated with warehousing ("Zara's 'Fast Fashion' Business Model - KWHS", 2016). Besides, fashion is highly perishable and thus, overstocking has a higher likelihood of the fashion becoming outdated. This strategy also positions the company competitively in the industry due to the value derived from scarcity. Scarcity provides a chance of competitive pricing of the fashion before the imitation from the rivals in the sector.
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Suppliers are close to Zara factories, thus, Zara can order on a need basis


50% of the products are manufactured in Spain, 25% Europe, 25% Asia and Africa 


Production is warehoused in logistic centers


Products are distributed in small batches to stores depending with the demand. 


Zara stores are company owned with an exception in countries that restricts full ownerships. In such countries, the company uses franchising. 


Feedback obtained from customers and the relevant data given to designers to meet the customers’ expectations



