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Abstract
The case is a comparative study of business processes and strategies of two multinational companies engaged in the business of ready to
wear garments. This case will be useful to many companies engaged in similar businesses in general and students of global marketing in
particular. The prominent reason for writing this case was to study and compare various factors, processes, systems and strategies used
by leading multinational corporations in doing business globally.
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Introduction
Fashion Industry is highly competitive in nature.
Business of fashion demands continuous promotion of
new trends in order to remain competitive and sell more.
Changing trends necessitate companies' to remain
contemporary in rapidly changing market scenarios.
Fast-Fashion is one such sector of Fashion Industry that
reﬂects the current trends of the industry and has the
responsibility of creating new Fashion which is more
speedy and innovative in comparison to the oﬀerings of
competitors. Modern-day consumers are impatient and
impulsive and at the same time surrounded by
proliferated buying options. Delayed response to market
requirements means lost customers and thus, lost proﬁt.
The cases brings forth the prominent innovative
approaches adopted by Zara and H&M, two leading
players in the ﬁeld of Fast-Fashion and compare their
market-centric practices to be at the fore-front of Fashion
business.
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Introduction to Fast Fashion
'Fast-Fashion' is aﬀordable clothing which is a result of
catwalk designs moving into stores in the fastest possible
way to respond to market trends. The essential building
blocks of successful Fast-Fashion brands areŸ

Customer - Centricity, to understand target
market’s actual demands and provide an
invigorating “Total Experience” through
product, service, retail - interface,
communications etc.

Ÿ

Innovative approaches in design, development
and delivery of products (e. g. quick - response,
cost - eﬃciency, technology - integration etc).

Zara and H&M both are signiﬁcant components and
contributors of the global apparel chain. This buyerdriven global chain, in which proﬁts derived from
“unique combinations of high-value research, design,
sales, marketing, and ﬁnancial services that allow
retailers, brand marketers and brand manufacturers to
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The practice of shorter lead times enables the company
to match pace with changing fashion trends. Shorter
response time ensures that company stores clothing
styles and colors that are in demand by consumers at that
time. From the phase of identifying most popular
fashion trends to having clothes in its stores, Zara takes
just 30 days time. Most retailers of comparable sizes work
on timelines that stretch from 4-12 months. Catching
fashion when it is hot is a clear recipe for better margins
with more sales and lesser discounts. Zara matches pace
with changing consumer demand and preferences. A
dedicated design team in Spain is busy throughout the
year to identify the prevalent fashion trends and
designing styles to match these trends. Fashion goods
are highly perishable and are susceptible to season; gross
margin is meaningless if the product does not sell as
planned. Zara feels that fashion will be more appetizing
to customers if it is fresh. To keep its products fresh, it
constantly researches for new fashion trends. Secondly
the company creates an artiﬁcial scarcity in each style by
manufacturing lesser quantity of it. Zara feels that when
the merchandise is available in lesser quantities, it
becomes more desirable.

act as strategic brokers in linking overseas factories”
with markets. The case provides an insight into the major
points of comparison between the two fast-fashion
retailers on the below given criteria:Ÿ Product Portfolio
Ÿ

Technological Innovation

Ÿ

Product & Production Strategies

Ÿ

Marketing Practices

Ÿ

Retail Interface

Ÿ

Supply Chain Capabilities

ZARA - Fresh Fashion
Introduction
Zara, world’s largest fashion retailer, has managed to
establish an enviable position in market by earning
higher proﬁt-margins. It is the ﬂagship brand of Inditex
SA (a Spanish retail group).Zara's concept of 'Freshlybaked clothes' encourages consumers to treat clothes as
perishable commodity. Inditex has shown a trajectory of
rapid, proﬁtable growth over the years. For most of the
retail establishments the winning formula is “Buy less
and Sell more – Buy on credit and sell in cash”, but the
weird mantra of Zara success is “shorter lead time equals
to more fashionable clothes and lower quantities means
scare supply, more demand meaning more style and
more choice”.

ZARA's Journey
The important milestones in Zara's journey of success
are highlighted below.

Table 1
19631974

A. O. Gaona, chairman and founder of Inditex, begins
his career as a clothing manufacturer. Steady growth
in business with increasing number of factories.

1998

New stores opened in new markets: United Kingdom,
Turkey, Argentina, Venezuela, United Arab Emirates,
Japan, Kuwait and Lebanon.

1975

Zara traces its roots to this year’s opening of the first
Zara store on a street in downtown A Coruña, Spain.

1999

19761984

Zara’s approach to fashion is well received by the
public, which prompts the retailer to extend its
network of stores to major Spanish cities.

20002001

1985

Inditex is founded as the holding company of the
group of businesses operating at the time.

20022004

Inditex acquires Stradivarius, the Group's fifth retailer.
Stores open in Netherlands, Germany, Poland, Saudi
Arabia, Bahrain, Canada, Brazil, Chile and Uruguay.
Inditex begins trading on the stock market. Group
ventures into Ireland, Iceland, Italy, Luxembourg, the
Czech Republic, Puerto Rico, Denmark, Qatar and
Jordan.
Zara starts its new distribution hub in Zaragoza, Spain.
Outlets open in Finland, Switzerland, El Salvador, and
Singapore. The Group unveils store number 2,000 (in
Hong Kong), expanding to 56 countries in Europe.
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19861987

Group’s manufacturers give their entire output to
Zara and lay the foundations for a distribution
system that can meet the needs of its expected rapid
growth.
Zara opens its first store outside Spain in December
1988 in Oporto, Portugal

2007

19891991

The Group gets shoppers in the United States and
France with stores in New York and Paris. Inditex
buys 65% of the Massimo Dutti Group.

2009

19921994

Inditex continues to grow in new international
markets: Mexico, Greece, Belgium and Sweden.

2010

19951997

Inditex acquire 100% Massimo Dutti. The Group
launches its first shop in Malta and Cyprus. Stores
expand to Norway and Israel.

20112012

1988

2008

Zara Home introduces Inditex’s first on-line store. Two
new Spanish distribution hubs begin operating. Zara
shop number 1000 launched in Florence (Italy). Group
enters Croatia, Colombia, Guatemala, and Oman.
Launch of Uterqüe, a retailer specializing in
accessories and other fashion extras. Inditex reaches
the 4,000-store milestone with an opening in Tokyo.
Inditex signs a joint venture with the Tata Group to
open stores in India beginning in 2010. A new
distribution centre begins operating in Palafolls
(Barcelona), next to the existing logistics platform in
Tordera.
Inditex opened its first stores in Bulgaria, India and
Kazakhstan, bringing its presence to 77 countries.
Reached the 5,000-store mark with launch of ecoefficient Zara store in Rome.
Group captured 5 continents with stores in Taiwan,
Azerbaijan, Australia, South Africa, Peru. Zara shows
its revamped image based on four guiding principles:
beauty, clarity, functionality and sustainability.

Product Portfolio

Coats & Jackets
Blazers
Suits
Trousers
Shirts & T-shirts
Sweatshirts
Knitwear
Basic
Shoes
Accessories
Bags
Softwear

Business Growth
As per Inditex's Annual Report of 2012, Zara enjoyed
strong growth in the year 2012. This is also reﬂected in an
increase of 16% in the Group's turnover, up to €15,946
million. Company attributes this huge increase to its
continued ability to adapt to diﬀerent sales formats and
meet the demand of its customers. The company has
grown by deveoping new retail areas, with 482 net
openings. Since 2012, Zara has been able to open new
stores in 64 diﬀerent markets globally. Potential is also
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Kidswear

Coats & Blazers
Dresses
Shirts
Trousers
Jeans
Skirts
Knitwear
Shoes
Handbags
Accessories (Caps, Gloves, HairBands, Belts etc.)
Special / Discount products
category (on company website)

Menswear

Womenswear

Zara oﬀers products in three major categories - womenswear, menswear and childrenwear with the given sub-categories:
Babies
Boys
Girls

seen in Zara's online sales. Zara is desigining its new
stores, and even re-furbishing existing stores on ecoconcepts according to its Strategic Environment Plan. By
the end of 2012, Inditex had 6,009 stores in its eight sales
formats in 86 markets in ﬁve continents. In the same
period, 482 stores were opened in 64 diﬀerent markets,
ﬁve of them were newly opened in Armenia, BosniaHerzegovina, Ecuador, Georgia and the Former
Yugoslav Republic of Macedonia. In 2012 the new Zara
global store concept was presented. This was the ﬁrst
part of group to open its chain on 666 ﬁfth Avenue, New
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York, which thus became its world ﬂagship store. The
new image is based on four principles of beauty, clarity,
functionality and sustainability. The company has
enjoyed a continuous growth in sales over the past few
years resulting in incresaing net proﬁt year by year.
Table 2: Figures of Sales, Pro & Number of Stores
Particulars
Sales (Mill Euros)
Net Profit (Mill.Euros)
No.of Stores
No.of markets with
Commercial Presence
No. of markets with
an online store

2012
15,946
2,367
6,009
86

2011
13,793
1,946
5,527
82

2010
12,527
1,741
---

2009
11,048
1,322
---

2008
10,407
1,262
---

22

20

--

--

--

In 2012, Zara started online sales in Poland, with this
Zara operates in 17 European countries through this
channel, in addition to the United States and Japan.
Recently Zara presented its new concept of global store
on 666 Fifth Avenue, New York. This establishment is
located in the Tishman Building reﬂecting chain's new
commercial image. Zara started its internet sales
operation in China, a new step in the gradual extension
of e-commerce to all the markets in which it operates.
Technological Innovations
Zara has been at the fore-front of developing advanced
manufacturing logistics system with the help of IT tools,
JIT concept, advanced telecommunication systems and
vertical integration. Zara has highly automated factories
specialized by garment type, and focused on the capitalintensive parts of the production processes like pattern
design, cutting, ﬁnal ﬁnishing and inspection. For
promoting quick response (QR), a set of policies and
practices targeted at improving coordination between
retailing and manufacturing in order to increase the
speed and ﬂexibility of responses to market shifts. QR
required changes that spanned functional, geographic,
and organizational boundaries but could help retailers
reduce forecast errors and inventory risks by planning
assortments closer to the selling season, probing the
market, placing smaller initial orders and reordering
more frequently, and so on. QR had led to signiﬁcant
compression of cycle times, enabled by improvements in
information technology and encouraged by shorter
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fashion cycles and deeper markdowns, particularly in
women's wear.

Production Strategies
To keep the process under strict monitoring, ZARA
manufactures its most-sensitive products internally.
About 11,000 distinct items are produced almost every
year as compared to 2000-4,000 items by key
competitors. Several hundred thousand SKUs vary in
color, fabric, and sizes. Production takes place in small
batches, with vertical integration into the manufacture
of the most time-sensitive items. Each of Zara's three
product lines mainly for women, men, and children has a
creative team consisting of designers, sourcing
specialists, and product development personnel. The
creative team continuously tracks customer preferences
and focuses on careful interpretation of catwalk trends
suitable for the mass market. The Quick Response
technique, short cycle time, reduced working capital
intensity and facilitated continuous manufacture of new
merchandise enables Zara to commit to the bulk of its
product line for a season much later than its key
competitors.
On average, several dozen items are designed each day,
but only slightly more than one-third of them actually go
into production. Very limited volumes of new items are
stitched and presented in certain key stores and later on
produced on a larger scale if consumer reactions are
unambiguously positive. As a result, failure rate on new
products is only 1%, compared with an average of 10%
for the sector. Learning by doing was considered very
important in achieving such favorable outcomes. Zara
creates two basic collections each year that are phased in
through the fall/winter and spring/summer seasons,
starting in July and January respectively. As the
collection comes together, the sourcing personnel
identify production requirements, decide whether an
item would be in-sourced or outsourced, and set a
timeline to ensure that the initial collection arrives in
stores at the start of the selling season.
Most of the fabric purchased is “gray” (un-dyed) to
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facilitate in-season updating with maximum ﬂexibility,
using the concept of postponement. Much of the fabric is
obtained through Comditel, a 100%-owned subsidiary
of Inditex, which deals with more than 200 external
suppliers of fabric and other raw materials. It takes only a
week to ﬁnish the fabric. Based on internal core
competencies and capabilities of external partners,
ﬁnished garments are manufactured internally, some are
sourced from Europe and North Africa and Asia. Even
for the garments that are manufactured in-house, cut
garments are sent out to about 450 workshops for the
labor-intensive job of sewing. The sewn garments are
sent back from the workshops to Zara's manufacturing
complex, where they are inspected, ironed, folded,
bagged, and ticketed before being dispatched to the
adjoining distribution center.

Marketing Practices
Zara collects customer insights through intensive
market study, conversations with store managers and
analysis of sales data. Other sources of information
include industry publications, TV, Internet, and ﬁlm
content; trend spotters who focus on venues such as
university campuses and discotheques; and even Zara's
young, fashion-conscious staﬀ.
Zara spends only 0.3% of its revenue on media
advertising, compared to 3% to 4% by most of the
specialty retailers. Its advertising is generally limited to
the start of the sales period at the end of the season. Zara
does not exhibit its merchandise at the ready-to-wear
fashion shows, but its new items are ﬁrst displayed in its
stores. Zara attracts customers by its power of “fresh”
oﬀerings, creating scarcity, an attractive ambience
around them, and positive word of mouth. New designs
arrive twice a week. Pricing is market-based. Zara
simpliﬁed its price tags to list only the prices in the local
markets in which a particular garment is sold, even
though it complicates logistics. The higher prices outside
Spain implied somewhat diﬀerent positioning for Zara'
sin overseas markets, particularly in emerging markets.
Diﬀerences in positioning also aﬀect the stores in which
products are sold and Zara's overall image, for e.g. Zara
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enjoyed a high-end image in South American market.

Retail Interface
Zara oﬀers fresh assortments of designer style garments
and accessories like shoes, bags, scarves, jewelry and,
more recently, toiletries and cosmetics for relatively low
prices in sophisticated stores in prime locations in order
to draw masses of fashion conscious repeat customer.
About three-quarters of the merchandise on display are
changed every three to four weeks. This inspires an
average Zara shopper to visit the store approximately 17
times a year, compared with an average 3 to 4 times a year
for competing chains and their customers. Zara stores
are mostly located in prime locations and look very
attractive from inside as well as outside. Storefronts have
amazing presentations. Zara relies on signiﬁcant
centralization of store window displays and interior
presentations by using the stores to promote its market
image. Zara has a captivating website which oﬀers
online shopping facility.

Supply Chain Capabilities
Both internal and external production ﬂow's into Zara's
central distribution center. Products are shipped directly
from the central distribution center to well-located,
attractive stores twice a week, eliminating the need for
warehouses and keeping inventories low. Emphasis is on
using backward vertical integration to be a very quick
fashion follower than to achieve manufacturing
eﬃciencies by building up signiﬁcant forward order
books for the upstream operations. The company's
inventories are strictly controlled for the limited
production runs, even if customer demands are
unsatisﬁed.
Vertical integration reduces “bullwhip eﬀect” and
enables Zara to originate a design and have ﬁnished
goods in stores within four to ﬁve weeks in the case of
entirely new designs, and two weeks for modiﬁcations
(or restocking) of existing products. Zara's distribution
center in Arteixo, has a mobile tracking system that
docked hanging garments in the appropriate bar-coded
area on carousels capable of handling 45,000 folded
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inception sold only the women clothing. The ﬁrst store of
the company was opened in Sweden. The company was
renamed as “Hennes & Mauritz” in 1968.Than after it
has diversiﬁed its product portfolio to include men wear,
children wear, footwear, accessories, cosmetics, home
furnishings, in addition to women wear. Today the
company has more than 2600 stores across the globe.
H&M styles are designed in collaboration with
renowned fashion designers. This enables the brand to
stay at the forefront of fashion. The design team in the
company's Sweden oﬃce controls the stages of
production, right from the merchandise planning to
establishing speciﬁcation. The production is outsourced
to approximately 800 factories in Europe and Asia. These
facilities are used for horizontal division of labour, rather
than being integrated.

garments per hour.
Orders are received from hand-held computers in the
stores. For approved orders, the central warehouse issue
list to organized deliveries. Shipments from the
warehouse are made twice a week to each store via thirdparty delivery services. Shipments are done two days a
week to one part of the store network and another two
days a week to the other parts. Zara owns much of its
production and most of its stores, as compared to H&M
which has narrower vertical scope. This strategy enables
Zara to reduce the “Bull-whip eﬀect”.

Hennes & Mauritz
Introduction:
Hennes & Mauritz (H&M) is a Swedish multinational
fast-fashion clothing company. It is ranked as second
largest global clothing retailer, after ZARA. It was
founded in 1947 and was known as Hennes, meaning
“hers” in Swedish. The company in its initial years of

The H&M Journey
The important milestones in H & M's business journey of
success are highlighted below.

Table 3
1947

The ﬁrst store opens in Västerås, Sweden, selling
women’s clothing. The store is called Hennes.

2004

H&M ini ates collabora ons with top designers like
Karl Lagerfeld, Stella McCartney, Viktor Roberto
Cavalli, Jimmy Choo, Sonia Rykiel
, Versace, David

1952

Hennes opens in Stockholm.

2006

Major expansion of online and catalogue sales begins.
The ﬁrst stores in the Middle East open via franchise.

1964

The ﬁrst store outside Sweden opens in Norway.

2007

First Asian stores open in Hong Kong & Shanghai. The
new concept store COS , Monki is launched. Expansion
of online & catalogue sales con nues.
H&M opens its ﬁrst Japanese store in Tokyo and
acquires fashion ﬁrm FaBric Scandinavien AB.
First H&M stores opens in Russia & Beijing. Lebanon
becomes a new franchise market. H&M Home is
launched.

Sales of men’s and children’s clothing begin. The name
is changed to Hennes & Mauritz.
H&M is listed on the Stockholm Stock Exchange.

2008

1976

The ﬁrst store outside Scandinavia opens in London, in
the UK.

2010

1977

Impulse stores, focused on t eenagers, are launched.
Sales of cosme cs begin.

2011

Stores open in Germany and the Netherlands. H&M
acquires the mail order company Rowells

2012

1968
1974

1980s
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2009

First H&M stores opens in South Korea & Turkey.
Israel becomes a new franchise market. Online
shopping starts in UK. H&M becomes the world’s
largest consumer of organic co on.
H&M opens in Romania & Singapore, and franchise in
Morocco and Jordan. H&M Incen ve Program includes
a reward program for employees and Monki launch
online shopping in 18 markets.
H&M opens in Bulgaria, Malaysia and Mexico, and via
franchise in Thailand.
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1990s

Progress in Europe. First store opened in France.
Outdoor adver sing in addi on to Newspaper &
magazine adver sing. Online shopping begins.

2000

The ﬁrst US store opens on Fi h Avenue in New York.
Stores open in Spain. H&M opens in more European
markets.

2013

The ﬁrst H&M store in Chile. H&M also opens in
Estonia, Lithuania and Serbia. Indonesia becomes a
new franchise market. H&M introduces online
shopping in the US. A global clothing collec ng
ini a ve starts in selected stores.

Business Growth
H&M is currently present in 48 markets and has
continued to be successful despite of varied consumer
climate in the diﬀerent fashion markets that it operates
in. H&M has continued to gain market share through
strong customer oﬀering of fashion and quality at the
best price. The sales of H & M increased by 11 percent in
2012 and was strong in countries such as the US, Canada,
China and Russia. In emerging markets like Malaysia,
Thailand and Mexico the company registered good
sales. The group visualizes scope for expansion in other
brands too that include COS, Monki, Weekday and
Cheap Monday.
Table 4: Figures of Sales, Proﬁt and Number of Stores
Particulars
Sales (Mill.
Euros)
Net Profit
(Mill.Euros)
No. of Stores
No. of
markets with
Commercial
Presence
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2012
15,896

2011
14,527

2010
14,319

2009
13,387

2008
11,734

2,513

1,784

2,106

1,847

1,724

2,776
48

2,437
40

---

---

---

Babies
Boys
Girls

Home - Furnishing

Jackets & Coats
T-Shirts & Shirts
Hoodies &
Sweatshirts
Cardigans
Suits
Pants
Jeans
Shorts
Sport Wear
Swim Wear
Under Wear &
Socks
Accessories
Shoes

Kidswear

Jackets & Coats
Blazers & Waistcoats
Oﬃce Wear
Sports Wear
Lingerie
Socks & Tights
Night Wear
Swim Wear
Accessories (Scarves,
Mi ens, Caps, Bags,
Belts, etc.)
Shoes
Cosme cs
Maternity Wear
Plus Sizes

Menswear

Womenswear

Figure 2: H&M Product Por olio
Living Room
Bedroom
Kitchen
Bathroom
Outdoor
Baby Room

H&M only oﬀers online shopping to customers in 8 of its
48 markets around the world namely Sweden, Norway,
Denmark, Finland, Germany, the Netherlands, Austria,
and the U.K. H & M launched its ﬁrst online store in U.S.
in August 2013. The gross margin for the Group for the
ﬁnancial year amounted to 59.5 percent. The growth of H
& M is attributed to its strategy of always oﬀering the
best in each individual market. In 2012 company opened
304 stores, which are more than the originally planned
275 stores. During the year most of the stores were
opened in China and the US. The company too expanded
stores in Russia, Italy, Poland, France, Spain and UK. The
online market is increasingly growing, with particularly
strong growth in mobile shopping via smart phones and
tablets. In January 2013, the Group launched a
completely mobile-adapted H&M shop online in H&M's
existing eight online markets in order to accommodate
this rapid development. The proﬁt after tax of the
company increased by 7% in the same ﬁnancial year.

Vol. 2 | No. 1 | April, 2016

OAKBROOK
BUSINESS REVIEW

Technological Innovations

IT is a crucial tool along the entire value chain.
Individual stores are connected with the logistics and
procurement departments and the central warehouse.
From central departments, it is possible to follow sales of
individual items, t hus feeding an intelligent
procurement system. The company relies on IT
integration between the central oﬃce and the
p r o d u c t i o n o ﬃ c e s . C o m m u n i c a t i o n b e t we e n
departments takes place electronically, including design
and product development.

Production Strategies
H&M products are synonymous with aﬀordability and
up-to- date high quality fashion. H&M's business
concept is to oﬀer fashion and quality at the best price.
The products range is divided into diﬀerent concepts for
men, women and children. H&M oﬀers wide product
categories starting from designer styles, to tailoring the
most wearable basics. The clothing collections are
designed by company's designer team. The designer
collaboration strategy has brought global recognition to
H & M. The company's clothing collections are created in
Sweden by hundreds of designers. H&M's method of
production is customer driven. The company puts lot of
eﬀorts into research and prediction of emerging trends,
both through traditional research means and innovative
ones such as street trends. H&M operates with two main
collections per year, one in spring and another in
autumn. Within each season, there are a number of subcollections so that customers can always ﬁnd new goods
in stores.
The production function consists of 21 production
oﬃces. Production oﬃces deal with sample garments
and other checking and testing work that helps the
company to reduce lead time. H&M is on the fore-front
of sustainability drive. The company has a deep sense of
responsibility towards people in the society and the
natural environment. It focuses on seven ambitious
commitments towards business sustainability namely1. Provide fashion for conscious customers
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2. Choose & reward responsible partners
3. Be ethical
4. Be climate smart
5. Reduce, reuse and recycle
6. Use natural resources responsibly
7. Strengthen communities
H&M doesn't own any factory. The company has
developed long term network with around 800
suppliers. Products are mainly sourced from Europe and
Asia. One of the major objectives of the company is to
improve the working condition of workers in the
supplier's countries and reduce environmental impacts.
Production oﬃces located in sourcing markets are the
main point of contact between the local suppliers which
enables the company to coordinate timing and other
practical aspects of all orders. Production oﬃces
perform extensive safety and quality testing work. Lead
times vary from a few weeks to six months. High-volume
products such as basics and children's wear are ordered
far in advanced while trend-led garments are ordered in
small quantities at shorter notices.

Marketing Practices
The name Hennes & Mauritz was rebranded to H&M to
simplify worldwide perception of the brand. H&M's
'Responsibility Marketing' concept conveys a positive
image. The objective is to make sure that the brand stays
in spotlight. The company's marketing department owns
a global advertising agency, where in multi-channel
campaigns are created and other marketing materials
developed. The advertisements produced are largely
identical for all markets, but media strategy is adapted to
local requirements and conditions. The company also
runs cause-related marketing campaigns such as
“Fashion Against Aids”. In addition advertising material
also includes bags and packaging.

Retail Interface
Every H&M store is unique. The stores have visuallyinspiring in-store and window displays which reﬂect
and maintain the brand image of the company. The
collections are extensive and new items come in store
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every day.

Supply Chain Capabilities
H&M's business strategy consists of expanding through
developing a proprietary distribution network of
centrally controlled stores; price competitiveness,
proﬁtability t hrough eﬃcient management of
production and logistics and short lead times to quickly
respond to market trends. Supply chain capabilities are
backed by up-to-date information about sales and
consumers.
As H&M does not have any factories of its own, it relies
on a network of external suppliers managed through two
departments namely “Buying” and “Production”. The
buying function focuses on customers, fashion and
composition of the range. H&M purchases garments
from around 750 suppliers out of which 60% of
production takes place in Asia and the remaining in
Europe. Buyers' orders are placed with the right
supplier; goods are produced at the right price and
quality and the suppliers have to conﬁrm to the
company's code of conduct for working conditions.
Buyer selection is done in congruence with the objective
of ﬂexibility, short-lead times, cost-eﬃciency and factors
related to transport times, import quotas and quality
aspects. The company has managed to reduce average
lead time by about 15-20% through increasing
eﬃciencies in its buying processes.
Every stage in the logistic chain is controlled by H&M. It
acts as importer, wholesaler, as well as a retailer. The
continuous development of IT technologies provides
support to H&M logistics. The stock management is
primarily handled by H&M where as transportation is
contracted to third parties.

Conclusion
Zara popularizes the concept of “Freshly Baked
Fashion” or “Fresh Fashion” by providing latest fashion
to consumers at aﬀordable prices. H&M highlights its
business philosophy as “Fashion and Quality at the best
price”.
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H&M is the closest competitor of Zara. H & M had been
very prompt in internationalizing its business (almost 10
years earlier than Zara), to generate more than half of its
sales outside its home country. However it is lagging
behind because of its narrow vertical scope as Zara owns
much of its production and most of its stores. H&M had
adopted a more focused approach of entering one
country at a time and building a distribution centre in
each country. Most of H&M production is outsourced.
Both the retailers have an integrated supply chain
supported by IT tools for sharing critical information
between channel partners. Eﬃcient control of the
distribution network allows these retailers to have direct
control of market and customers and enjoy cost
eﬃciency and shortened lead times.
Unlike Zara, H&M operated a single format, although it
marketed its clothes under numerous labels or concepts
to diﬀerent customer segments. H&M tend to have
slightly lower prices than Zara (which H&M display
prominently in store windows and on shelves) and use
extensive advertising like most other apparel retailers.
But H&M employ fewer designers (60% lesser than
Zara), and refurbished its stores less frequently.
However H&M's Designer Collaboration has been an
important success factors for the company. The company
has also acquired a distinct position in the fashion world
by actively participating in the “Sustainability Drive”
and incorporating the goals of social beneﬁt and
environment restitution in business practices. Zara, on
the other hand has recently become active in the arena of
environmental stewardship by making its new stores
eco-friendly and also refurbishing its existing stores to
make them environment-friendly.
Both Zara & H&M oﬀer extensive sub-categories in each
of the major apparel categories of women wear, men
wear and children wear, but in addition H&M has
forayed into the line of home furnishing as well to
provide complete solutions for self, family and home to
its shoppers. From the case study, it becomes evident
that certain key building blocks for business success in
global environment is cross-function integration, use of
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Disclaimer: The case has been written to facilitate class-room discussion; it is not intended to illustrate either effective or ineffective handling of an
administrative situation.
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