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Evaluate which functional area will be greater affected by Clarks’ international strategy? (25 marks)
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Case study 3: Clarks

Clarks, the shoemaker, traces its history to 1825
when Quaker brothers, Cyrus and James Clark, began
making shoes in Street. By the 1850s, Clarks employed
a third of the population of Street.

Products such as the ‘Desert Boot' and the ‘Wallabee'
heralded the company’s golden years in the 1960s

and 1970s. In its prime, and with over 20 UK factories
employing tens of thousands of people, C&J Clark
International Ltd, trading as Clarks, was one of the UK's
biggest manufacturers, exporting shoes throughout
the Commonwealth. However, in the early 1980s,
competition from cheap imports took ts toll, sales
began to fall and profits slumped, leaving Clarks
vulnerable to takeover.

After deciding to retain its status as a private limited
company, Clarks set about aggressively cutting costs
by closing factories and shifting production to cheaper
overseas locations, including China, India, Vietnam,
Romania, Brazil and Portugal.

Once costs were under control and the company was
confident about the quality of products made outside
of the UK, it was ready to compete in international
markets. Clarks set about giving itself a younger,
“trendier’ image. It had been best known for children’s
shoes, but the image lost favour and the brand became
associated with dull, chunky designs. With its aim to
reduce the age of the typical Clarks buyer from the:
Late 505 to 35-45, it embarked on multimillion-pound
advertising campaigns, including ‘Act your shoe size,
not your age’ and ‘Enjoy every step’, and a revamping
and rebranding of its stores.

The company still employs about 1,200 people at its
headquarters in Street, near Glastonbury. Shoemaking
ended there in 1992 and most of the head office jobs are
in distribution, IT, accounts and marketing.
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Today, new technology, state-of-the-art facilities and
a strong commitment to its products mean that Clarks
is now the number one shoe brand in the UK. With
continuing growth in North America, Europe, India
and China, it is also the world's largest casual and
smart shoe company and the fourth largest footwear
company in the world.

Some of its subsidiary companies abroad are run
by agents on behalf of Clarks, but most are run by
distributors. Many of the factories have been purpose-
built for Clarks. It aims to have reliable delivery
services that ensure it gets products to customers.
across the world within 48 hours, to provide free
returns and offer a 24-hour helpline.

Increasingly sales are made via the internet. Clarks has
created a worldwide [English language) website and
localised sites for France, Germany, the Netherlands,
India, Spain, the UK, Australia and the USA. This is part
of its plan to become a leading multi-channel retailer
within the footwear market. To create and maintain
these sites, Clarks employs native speakers to ensure
the messages are appropriate for each international
market. It uses data from the sites to analyse national
differences in buying behaviour so that it can more
effectively cater for their preferences. For example,
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Questions

1.Why might a company like Clarks decide to retainits 4. As an internation
private limited company status rather than becoming ~ Bartlett and Ghos
a public limited company? (5marks)  to Clarks and expl

2. Discuss the main influences that are likely to have
led Clarks to move all of its production abroad.
(16 marks)

3. Analyse how Clarks is managing the pressures for cost
reduction and for local responsiveness. (9 marks)

5. Identify and explai
impact on Clarks
tomove all of its p
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Case study 4: IKEA

IKEA, the household goods and home furnishings
retailer, was established in Sweden in 1943. IKEA'S
international expansion began in 1974, and today the
firm generates only 8 per cent of its sales in Sweden.
It now operates over 300 stores in over 40 countries.
IKEA has grown to be one of the world's largest
furniture retailers.
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IKEA's strategy is the same in every country where it
does business - selling furniture and household items
that reflect Swedish style at low prices. Its huge sales
volume enables the firm to benefit from significant
economies of scale and volume discounts from its
suppliers. IKEA tries to avoid high shipping costs by
working with suppliers in each of its big international
markets, at the same time as gaining efficiencies by
concentrating production of certain items in markets
like China. IKEA relies on a network of 1,300 suppliers.
located in 53 countries.

IKEA began its globalisation efforts with a pure
international strategy in which products that were
designed for Swedish customers were sold to buyers
around the world. This strategy worked well because
Swedish furniture design is admired by many for its
simplicity and stylishness. The fact that the company
navs close attention to rice. aualitv and desian. which
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vulnerable to takeover.

After deciding to retain its status as a private limited
company, Clarks set about aggressively cutting costs
by closing factories and shifting production to cheaper
overseas locations, including China, India, Vietnam,
Romania, Brazil and Portugal.

Once costs were under control and the company was
confident about the quality of products made outside
of the UK, it was ready to compete in international
markets. Clarks set about giving itself a younger,
“trendier’ image. It had been best known for children’s
shoes, but the image lost favour and the brand became
associated with dull, chunky designs. With its aim to
reduce the age of the typical Clarks buyer from the:
Late 505 to 35-45, it embarked on multimillion-pound
advertising campaigns, including ‘Act your shoe size,
not your age’ and ‘Enjoy every step’, and a revamping
and rebranding of its stores.

The company still employs about 1,200 people at its
headquarters in Street, near Glastonbury. Shoemaking
ended there in 1992 and most of the head office jobs are
in distribution, IT, accounts and marketing.

Former factory buildings were sold and, in 1993, these
were turned into Clarks Village. This is a retail village of
restaurants and shops, including a Clarks' shoe shop.
Clarks Village is one of the leading free attractions in

the West Country, drawing over 4 million visitors each
year. It also attracts bus-loads of Chinese tourists.
Apparently Chinese tourists like to buy Chinese-made
European ‘labels’ in Europe! So the Chinese fly to the UK,
visit the site where Clarks used to make shoes, and buy
shoes, actually made in China, in the Clarks shop - an
interesting example of globalisation.
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is now the number one shoe brand in the UK. With
continuing growth in North America, Europe, India
and China, it is also the world's largest casual and
smart shoe company and the fourth largest footwear
company in the world.

Some of its subsidiary companies abroad are run
by agents on behalf of Clarks, but most are run by
distributors. Many of the factories have been purpose-
built for Clarks. It aims to have reliable delivery
services that ensure it gets products to customers.
across the world within 48 hours, to provide free
returns and offer a 24-hour helpline.

Increasingly sales are made via the internet. Clarks has
created a worldwide [English language) website and
localised sites for France, Germany, the Netherlands,
India, Spain, the UK, Australia and the USA. This is part
of its plan to become a leading multi-channel retailer
within the footwear market. To create and maintain
these sites, Clarks employs native speakers to ensure
the messages are appropriate for each international
market. It uses data from the sites to analyse national
differences in buying behaviour so that it can more
effectively cater for their preferences. For example,

its data suggests that customers in Germany plan well
ahead and are always the first to make purchases for
the coming season - so for example, they are likely to
buy sandals in February in readiness for the summer
season. French customers on the other hand are
usually the last to buy for the coming season - buying
sandals just before or at the beginning of summer.

All of these features enable the company to
remain competitive.

‘Source: adapted from www.clarks co.uk and a range of media articles aver a

number of years
>>
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retailer, was established in Sweden in 1943. IKEA'S
international expansion began in 1974, and today the
firm generates only 8 per cent of its sales in Sweden.
It now operates over 300 stores in over 40 countries.
IKEA has grown to be one of the world's largest
furniture retailers.

IKEA's strategy is the same in every country where it
does business - selling furniture and household items
that reflect Swedish style at low prices. Its huge sales
volume enables the firm to benefit from significant
economies of scale and volume discounts from its
suppliers. IKEA tries to avoid high shipping costs by
working with suppliers in each of its big international
markets, at the same time as gaining efficiencies by
concentrating production of certain items in markets
like China. IKEA relies on a network of 1,300 suppliers.
located in 53 countries.

IKEA began its globalisation efforts with a pure
international strategy in which products that were
designed for Swedish customers were sold to buyers
around the world. This strategy worked well because
Swedish furniture design is admired by many for its
simplicity and stylishness. The fact that the company
pays close attention to price, quality and design, which
areits core principles, is reflected in its products
worldwide.

However, when the firm entered the North American
market in 1985, its stores were not immediately
profitable. This was because American tastes and
requirements differed significantly from Swedish
preferences and European requirements. For
example, its dinner plates and glasses were too small
for American tastes. In addition, it had not taken
account of the fact that beds and bedding made for
the European market were not the right sizes for the
American market and curtains were too short. US
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