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Inditex and Zara1 

It had taken more than 30 years, but in August 

2008 Inditex, the fast growing Spanish group 

behind clothes chain Zara, overtook Gap as 

the world‘s number one fashion retailer. It was 

back in 1963 when Amancio Ortega Gaona, 

now Spain's richest man, started his company 

to manufacture women‘s pajamas and lingerie 

products for garment wholesalers. In 1975, 

after one customer cancelled a large order, the 

firm opened a retail outlet in La Coruña. This 

Zara store was popular and during the next 10 

years others opened in all major Spanish 

cities. The Inditex corporate structure was 

created in 1985 and in December 1988, the 

first overseas Zara store opened in Porto, 

Portugal, followed shortly by New York in 1989 

and Paris in 1990. Today, Inditex, has eight 

different business formats, more than 90,000 

employees and in excess of 4600 stores in 74 

countries. Zara is the largest Inditex division, 

accounting for 75% of total Inditex sales. In 

2009 the group had a consolidated turnover of 

11,084 million Euros, with a net profit of 1,314 

million Euros. 

 

Although the first Zara store was simply 

intended to be an outlet for cancelled orders, a 

more fundamental lesson was also learnt, the 

benefits of having ―five fingers touching the 

factory and five touching the customer‖. This 

"virtual" vertical integration, gives total control 

of the production process - from loom to shop 

floor without owning all of the production 

assets. Today, Zara are able to offer cutting 

edge fashion at affordable prices because 

their operating model exerts control over 

almost the entire garment supply chain 

(retailing, design, purchasing and logistics). 

 

Retailing 
At the heart of the operating model is the 

store. Zara locates its stores in expensive 

prime retail locations, selected after extensive 

market research, but much of the selling space 
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is left empty in order to create a pleasant, 

spacious and uncluttered shopping 

environment. The layout of the stores, the 

furniture, and even the window displays are all 

designed at La Coruña and a ―flying team‖ 

from headquarters is usually dispatched to a 

new site to set up the store. Location, traffic 

and layout are crucial for Zara because it 

spends relatively little on advertising. A typical 

Zara store has women‘s, men‘s and children‘s 

sections, with a manager in charge of each. 

Women‘s wear accounted for almost 60% of 

sales, with the rest equally divided between 

men‘s wear and children‘s wear. The store 

manager is usually also the head of the 

women‘s section. Zara places a great deal of 

emphasis on training its sales force and 

strongly emphasize internal promotion. Store 

employee remuneration is based on a 

combination of salary and bonus derived from 

overall store sales. Although store managers 

are responsible for the ―profit and loss‖ of their 

respective stores, La Coruña control prices, 

transfer costs, and even a certain amount of 

merchandizing and product ordering. In 

practice, the critical performance measures for 

the store managers relate to the precision of 

their sales forecasts (communicated through 

the ordering process) and sales growth. A 

simple yet key measure followed by senior 

managers was the rate of improvement of 

daily sales from year-to-year — for example, 

sales on the third Wednesday of June 2011 

compared to the third Wednesday of June 

2010. 

To its customers, Zara offers fashionably 

exclusive (yet low cost) product. Individual 

stores hold very low levels of inventory – 

typically only a few pieces of each item – and 

this can mean that a store‘s entire stock is on 
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display. Indeed, it is not unusual to find empty 

racks by the end of a day‘s trading. This 

creates an additional incentive for customers 

to buy on the spot (because if a customer 

chooses to wait, the item might be sold out 

and may never be made again) and allows 

Zara to both carry less overall inventory and 

have less unsold items that have to be 

discounted in end-of–season sales than its 

competitors. In an industry where discounting 

means that the average product fetches only 

around 60% of its full price, Zara manages to 

collect almost 90%. This approach means that 

stores are completely reliant on regular and 

rapid replenishment of newly designed 

products. Stores must place their orders at 

pre-designated times - if a store misses its 

ordering deadline, it has to wait - and receive 

shipments twice per week. Zara also minimize 

the risk of oversupply by keeping production 

volumes low at the beginning of the season 

and reacting quickly to orders and new trends 

during the season. The industry average ―pre-

season inventory commitment‖ - the level of 

production and procurement in the supply 

chain in, say, late July for the fall/winter 

season – ranges from 45% to 60% of 

anticipated sales. At Zara it is only 15% to 

20%. The ―in-season commitments‖ at Zara 

are 40% to 50% whereas the industry average 

ranges from almost nothing to a maximum of 

20%. 

 

Design 
Zara says it ‗takes its main inspiration from 

both the prevailing trends in the fashion 

market and customers themselves, [using] 

information received from their stores‘. Zara 

designs all its own products. It has almost 400 

staff in its headquarters ―commercial team‖ – 

comprising 270 designers plus market 

specialists and buyers. Together they produce 

designs for approximately 40,000 items per 

year from which about 10,000 are selected for 

production. Unlike their industry peers, these 

teams work both on next season‘s designs 

and, simultaneously and continuously, also 

update the current season‘s designs. 

Women‘s, men‘s and children‘s designers sit 

in different halls in a modern building attached 

to the Inditex headquarters. In each of these 

big open spaces designers occupy one side, 

market specialists the middle, and buyers 

(procurement and production planners) the 

other side. There are several big round tables 

in the central area of each hall for impromptu 

meetings and comfortable chairs and racks of 

the latest fashion magazines and catalogues 

fill the walls. There is an air of informality and 

openness. The firm tries hard to encourage a 

collegial and dynamic atmosphere (e.g. it is a 

young team and there are deliberately no 

design ‗prima donnas‘) and inspiration is 

sought from myriad global sources (e.g. trade 

fairs, discotheques, catwalks, magazines). 

Extensive feedback from the store network 

also forms an integral part of the design 

process. Designers produce sketches by hand 

and discuss them with colleagues. The 

sketches are then redrawn using CAD where 

further changes and adjustments, for better 

matching of weaves, textures, and colors etc., 

are made. Before moving further through the 

process, it is necessary to determine whether 

the design can be produced and sold at a 

profit. The next step is to make a sample, 

often completed in the sample making shop in 

one corner of each hall. 

Market specialists have responsibility for 

dealing with specific stores. As experienced 

employees, who have often been store 

managers themselves, they emphasize 

establishing personal relationships with the 

managers of ‗their‘ stores. They are in 

constant contact, especially by phone, 

discussing sales, orders, new lines and other 

matters. Equally, stores rely heavily on these 

discussions with Market Specialists before 

finalizing orders. Augmenting their extensive 

phone conversations, store managers are 

supplied with a specially designed hand-held 

digital device to facilitate the rapid and 

accurate exchange of market data. Final 

decisions concerning what products to make, 

when, and in what volumes are normally made 

collectively by the relevant groups of 

designers, market specialists, and buyers and 

after the decision is taken the buyers (also 

very experienced staff) take charge of the total 

order fulfillment process: planning 

procurement and production requirements, 

monitored warehouse inventories, allocated 
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production to various factories and third-party 

suppliers and kept track of shortages and 

oversupplies. 

 

Production 
Zara manufactures the majority of its products 

– mainly the most fashionable - in its own 

network of Spanish factories (most of which 

are located in and around the La Coruña 

complex). These factories generally work a 

single shift and are managed as independent 

profit centers. The rest of its products are 

procured from outside suppliers (around 63% 

of these located in Europe and neighboring 

countries). With its relatively large and stable 

base of orders, Zara is a preferred customer 

for almost all its suppliers. The make or buy 

decisions are usually made by the 

procurement and production planners. The key 

criteria for making this decision are required 

levels of speed and expertise, cost-

effectiveness, and availability of sufficient 

capacity. If the buyers cannot obtain desired 

prices, delivery terms, and quality from Zara 

factories, they are free to look outside. For its 

in-house production, Zara obtain 40% of its 

fabric supply from another Inditex-owned 

subsidiary, Comditel (Zara account for almost 

90% of their total sales). Over half of these 

fabrics are purchased undyed to allow faster 

response to mid-season color changes. To 

facilitate quick changes in printing and dyeing, 

Zara also work closely with Fibracolor (a 

dyestuff producer part owned by Inditex ). The 

rest of the fabrics come from a range of other 

suppliers, none account for more than 4% of 

Zara‘s total production in order to minimize 

any dependency on single suppliers and 

encourage maximum responsiveness from 

them. 

After in-house CAD controlled piece cutting, 

Zara use subcontractors for all sewing 

operations. The subcontractors themselves 

often collect the bagged cut pieces, together 

with the appropriate components (like buttons 

and zippers) in small trucks. There are some 

500 sewing subcontractors in very close 

proximity to La Coruña (in the Galicia region). 

Most work exclusively for Zara, who closely 

monitor their operations to ensure quality, 

compliance with labor laws, and above all else 

adherence to the production schedule. 

Subcontractors then bring back the sewn 

items to the same factory, where each piece is 

inspected during ironing (by machine and by 

hand).  Finished products are then placed in 

plastic bags with proper labels and then sent 

to the distribution center. A system of aerial 

monorails connects ten of the factories in La 

Coruña to the distribution center. Completed 

products procured from outside suppliers are 

also sent directly to the distribution center. 

 

Logistics 

Speed is clearly an over-riding concern for 

Zara logistics:  as one senior manager put it: 

―For us, distance is not measured in 

kilometers, but in time.‖ The integrated 

logistics system is able to fulfill orders (i.e. 

from receipt of order at the distribution centre 

to arrival of goods at the store) within 24 hours 

for Europe, 48 hours for America and a 

maximum of 72 hours for Asia. Compared to 

similar companies in the industry, shipments 

are almost flawless - 98.9% accurate. Zara‘s 

major distribution centers are in La Coruña 

and Zaragoza. The La Coruña centre is a 5-

storey, facility that employs some of the most 

sophisticated and up-to-date automated 

systems and  normally operating four days per 

week, with the precise number of shifts 

depending on the volume of products that 

have to be distributed. Orders for each store 

are packed into separate boxes and racks (for 

hanging items) and are typically ready for 

shipment 8 hours after they have been 

received. Interestingly, although the original 

distribution center was only operating at 

around 50% of its full capacity, the nature of 

the operating system saw Inditex open a new 

€100 million logistics center in Zaragoza in 

2002. Zara also has other smaller warehouses 

(e.g. Brazil, Argentina, and Mexico) in order to 

cope with distance and different seasons in 

the Southern Hemisphere. Contractors, using 

trucks bearing Zara‘s name, pick up the 

merchandize at La Coruña and deliver it 

directly to Zara‘s stores in Europe. The trucks 

run to published schedules (like a bus 

timetable). 

 


