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“In the end, what we offer our customer is fashion,
and there’s a human element to that.”

Zara’s Recipe for Success: More Data, Fewer Bosses
T77ANTZ 7y TavTI v FORIOE
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| Before You Read
MY ZICETHROEMICEAFTL &D.
1. Where do you usually buy clothes? Do you buy clothes at retailers that specialize

in fast fashion? Explain why.

2. How often do you buy clothes and how much money do you spend on clothes?

| Vocabulary
BEOAAZBRZERBLVED. FORSEZLALEL &D. ROBBEREN2DHVET.,
1. divine ( ) 6. flagship ( )
2. retailer C ) 7. replicate C )
3. struggle ( ) 8. prowess ( )
4. revenue ( ) 9. reflect ( )
5. surpass «C ) 10. release «C )
a. Jbimr, S d #z5% g. W, Ak j- 871 - BT 5
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| Read the Article

Unlike rivals such as Gap, H&M, and
Primark, Zara has no chief designer, and
there’s little discernible hierarchy. Its
350 designers are given unparalleled
independence in approving products
and campaigns, shipping fresh styles to
stores twice a week. Guided by daily data
feeds showing what’s selling and what’s
stalling, the teams develop fashions
for the coming weeks. Every morning,
staff in Arteixo divine what’s popular by
monitoring sales figures and thousands
of comments from customers, store
managers, and country directors in cities
as far-flung as Taipei, Moscow, and New
York.

Zara’s culture isn’t as easily copied as
the latest fashion trends, and that partly
explains why Inditex, its parent company,
is a breakaway success while most
global clothing retailers are struggling.
American Apparel filed for bankruptcy in
November for a second time, sales have
fallen at Gap stores, and profit is down
at H&M. In contrast, Inditex powered
ahead with an 11 percent rise in revenue
in the first half of the year. “There isn’t a
magic formula,” says Pablo Isla, Inditex’s
chairman and chief executive officer. “There
are no stars. We are able to react to data
during the season, but in the end, what
we offer our customers is fashion, and

there’s a human element to that.”

Controlled by Spanish billionaire
Amancio Ortega, who this year briefly
surpassed Bill Gates to become the

2

©cp1-02 ~ ©CD1-09

world’s richest man before falling back
to second place, Inditex posted €20.9
billion ($22.2 billion) in sales last year,
from 7,100 stores in 93 countries. Other
Inditex brands such as Bershka, Massimo
Dutti, and Pull & Bear are growing, but
Zara still accounts for two-thirds of sales.
Ortega hired Isla, a former Banco Popular
Espariol executive, as CEO in 2005, but
he hasn’t retired. At 80, he still comes to
work most days. Ortega remains one of
the world’s most secretive billionaires,

leaving Isla to oversee Inditex.

One concern for Zara is managing
its growth, says Andy Hughes, a retail
analyst at UBS. With Inditex’s sales
almost doubling since 2009, Isla is adding
stores at a slower pace, concentrating
instead on a smaller number of flagship
locations and its online business. Another
concern is that rivals might figure out
how to match Zara’s quick turnarounds.
“Everyone in the industry is trying to
replicate its design prowess,” Hughes
says. “No one could match Inditex, but
the gap might close.”

Isla rejects the fast-fashion label for
Zara, saying it doesn’t reflect the time
and detail that goes into designing
each garment. And he says analysts
place too much emphasis on Inditex’s
much-vaunted supply chain, a network
of factories in Spain, Portugal, and
Morocco that produces 60 percent of its
merchandise. With production nearby,
Inditex can quickly switch gears if
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Zara’s Recipe for Success: More Data, Fewer Bosses

weather or fashion trends change, getting
designs into stores in as little as two or
three weeks, while rivals’ orders slowly
make their way across the ocean on

container ships.

A Just as important is the way Inditex
“pulls” ideas from consumers, Isla says,
rather than designing collections months
in advance and “pushing” goods on
shoppers with ads. While analysts say
H&M spends as much as 4 percent of
sales on advertising, Inditex has virtually
no ad budget apart from social media
marketing. Since 2010, the data on what
customers want has been augmented with
information from online sales. Those are
fueled by twice-weekly releases of new
designs on Zara’s website, highlighted
with photos from rapid-fire shoots in
Arteixo. On a rainy November day, buyers,
analysts, and commercial managers
sift through information on computers
in a space the size of 22 football fields,
engaging in a lively exchange of ideas
with designers. “Without the design, there
would be nothing,” Isla says. “It’s not a

formula.”

This means the designers are
constantly tinkering. When military
jackets turned out to be big sellers this
autumn, the commercial team asked the
designers to keep tweaking them with
new fabrics and cuts. In May, a blue-and-
white collarless women’s coat for £69.99
(about $102 at the time) generated so
much buzz that two fans created an
Instagram account — @thatcoat —

to document the craze. But instead of

churning out more identical coats, design
teams came up with different fabrics
and prints using a similar cut, ranging
in price from $69 to $189. “The root of
Inditex’s success is its predominantly
short lead time, which gives a greater
level of newness to its collections,” says
Anne Critchlow, a retail analyst at

Société Générale.

E] About two-thirds of Inditex’s products
are generated under short lead times, vs.
20 percent for most retailers, she says.
Small production runs mean Zara can
test designs in various markets without
building up unwanted stock that it might
need to unload at a deep discount. That
gives Inditex among the lowest yearend
inventories in the industry, says Richard
Hyman, an independent analyst in
London. “This is a business that really
breaks the rules,” Hyman says. “They
don’t really have seasons in the way a

normal fashion retailer would.”

(Nov. 23,2016 Bloomberg Businessweek)
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Zara’s Recipe for Success: More Data, Fewer Bosses

| Grasp the Main Points
AMXDABREED>TVBEDICIFE T. BRO>TVWBHDICIEF ZEZANETL &D.

. The chief designer at Zara approves the new design of clothes and campaigns
every year. C )
. Amancio Ortega, CEO of Inditex, is currently the world’s richest man, outperforming
Bill Gates. «C )
. Zara has factories nearby, so the orders are delivered to stores quickly. ( )
. Inditex spends a huge amount of money on advertising in magazines and on
social media. ( )
. Zara can test designs in a short period of time in different markets to avoid

carrying an unwanted stock of clothes. ( )

| Look for Specific Information

AXDABICEAL T ROBREKMEBICEZEL &£ D,

1. Which of the following statement is true?

a. Global clothing retailers are following the latest fashion trend in New York
and copying Zara’s culture.

b. Inditex has developed a magic formula it follows in fashion business.

c. Designers at Zara create new styles of clothes based on the daily data of sales
of popular fashion items coming from around the world.

d. For the global apparel business, the analysis of big data of trendy fashion is

more important than designers’ taste and judgment.

2. What is Zara’s strategy in managing its growth?

a. It is rapidly expanding its business around the world.
b. It is focusing on big stores in main locations as well as its online business.
c. It has doubled the number of stores in Europe since 2009.

d. It is trying to catch up with the online sales of other major clothing retailers.

3. What does Zara do with clothes that are popular with customers?

a. It continues to produce more of those popular clothes with the same design
and color.

b. It shortens the lead time of producing the popular items.

c. It publishes popular clothes on Instagram and encourages customers to buy
them.

d. It creates other items in a similar style with different fabrics and prints.



| Find Further Information
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1. American Apparel

2. GAP

3. Inditex (Zara’s parent company)

| Dictation & Conversation Practice ©cp1-10
EREEVTEREZIED. SF2 X7 THELEL &£,

In the coffee shop, Lisa and Scott are talking about fashion and shopping.

Lisa:
Scott:

Lisa:
Scott:
Lisa:

Scott:
Lisa:
Scott:

Lisa:

Scott:

Hey Scott, where do you usually go shopping for your clothes?
I usually shop at UNIQLO. The prices are reasonable and the materials they

use are very good. " . How

about you?
I like fast fashion too, but I usually shop at Zara.
How is Zara different from other fast fashion stores?

Zara % . They have so many designers

working at the company and you can really see a difference in the styles of the

clothes.
3. 0

They’re about the same.
I really like * . I especially

like how the neck can be turned up or down. Is that from Zara?
Yes, it is. See, the design is just a little different, but >

I see what you mean. You look good in that sweater.

What Do You Think...? » XD REY ZI2DWVT. Z5AAXA—REELAEVEL &S,

1. What kind of similarities and differences do you find among Zara, UNIQLO, and H&M?
2. What impact do you think the fast fashion industry has on people’s lives or the environment if

people buy clothes and wear them only for a short period of time?



