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Zara’s Value Chain Activities, Strategy and Competitive Advantage
Main Activities in Value Chain and Reasons for Outsourcing Manufacturing
Fashion clothing involves several activities that are geared towards the manufacturing and selling of fashion clothes. The activities carried out in this industry are very important as each of them plays a crucial role that in turn contributes to the success of the companies that are involved in the fashion clothing industry. The value chain of the fashion industry is packed with activities that are synchronized to produce fashion clothes as a final draft. One of the activities is that of the manufacturing of fabric and components. This is an integral part of the fashion industry as it deals with the development of fabric and components that are useful in the manufacture of the cloth (Grant, 2016). These are the raw materials for the production of garments and thus the whole process of manufacturing and producing garments begin here.
Garment design is another critical activity in the production of clothing wear. This involves coming up with various unique looks of the garments that are attractive to the intended customers (Gereffi, 2015). The process of designing garments is very critical as the fashion industry relies on the different designs to attract customers and thus make sales. This department involves highly skilled and trained staff who dedicate their time in finding unique designs for the customers from time to time. Most of the fashion industry players put a lot of emphasis on this aspect for them to remain relevant and survive the competition that is in the industry.
Another important activity is that of the manufacture of the garments (Gereffi, 2015). The various designs are put into use in coming up with the garments that will be sold to the customers. This is important as there is no fashion industry without the actual garments. Brand marketing is also an important activity when it comes to the fashion industry. It is vital for companies to ensure that they create their own brand and market themselves in a way that will boost their sales and revenues. According to Grant (2016), brand marketing ensures that the customers are aware of the uniqueness of the companies in terms of the kind of clothing that they offer and this leads to them preferring to purchase at different companies. The right kind of brand marketing will lead to an increase in sales and also customer loyalty.
The process of distribution is very important in the fashion industry (Martino, Fera, Iannone & Miranda, 2017). This involves both the wholesale and retail distribution of fashion clothes. Companies need to supply their products to different markets and thus it is important that they establish a distribution network that is efficient and which will ensure that their products are available to their customers. There are people that deal with wholesale and retail business, and thus, it is important that the fashion clothing companies establish a distribution process that will serve these people.
Most of the leading companies in the fashion industry focus on providing garment designs that will set them apart from the other companies (Grant, 2016). Most of the fashion lovers appreciate different designs and the leading companies use this to reach out to the customers. They create unique designs that are not available to the other smaller companies and this enables them to maintain their customers and also attract more. The leading companies also undertake brand marketing to maintain their share in the fashion market (Burns, Mullet & Bryant, 2016). They have established their own brands which have been used to lure the customers to the companies. They carry out extensive brand marketing which enables the customer to get more involved with the products and thus stick to the companies in terms of purchasing fashion clothes.
Mass market fashion companies usually outsource manufacturing in order to reduce on their operation cost and also to concentrate more on the marketing and selling of the products (Grant, 2016). The process of manufacturing involves a lot of costs that most of these companies would like to reduce to increase their profits. This, therefore, leads to them outsourcing for manufacturing companies that will provide them with ready-made garments that they will be able to market and sell cheaply. This specialization helps the company to focus more on provision and distribution of cheap clothes as opposed to concentrating on manufacturing.
Zara’s Strategy and the Importance of Vertical Integration in the Strategy
Zara has developed a strategy of having an in-house production unlike most of the companies that outsource from manufacturing companies (Grant, 2016). The company owns and operates its own manufacturing facilities and also undertake most of the value chain activities that are involved in the fashion industry (Grant, 2016). This has enabled the company to control its production capabilities and ensure that there is a closer coordination between the designing of the products and the actual production.
[bookmark: _GoBack]The company has also adopted a vertical line of strategy in its operations (Grant, 2016). This is made possible by the existence of the in-house capabilities of the company. Vertical integration plays a critical role as it allows the company to have control over all the levels of value chains that are involved in the fashion industry (Grant, 2016). They can source for raw materials, carry out design development, market their products and also carry out the distribution of the final product. Vertical integration, therefore, maximizes the efficiency of their operations and also coordinate and monitor all the aspects of the company across the different stores that they have in different parts of the world.
The use of vertical integration by the company also gives it a competitive advantage over other fashion retailers (Grant, 2016). The integration has enabled the company to maintain its levels of branding, which creates fashion clothes that are moderately cheap but highly fashionable. Most of the other companies outsource to make their products cheap, but this results in the products being of moderate fashion. This cannot be compared to the products of Zara that are of high quality, highly fashionable and moderately cheap. Therefore, vertical integration plays a crucial role in ensuring that the company is able to remain competitive in the fashion market (Grant, 2016).
Sustainability of Zara Competitive Advantage and Changes Needed
The company uses vertical integration to gain a competitive advantage over its competitors (Grant, 2016). This results in the production of highly fashionable cheap clothes that attract most of the customers. The sustainability of the competitive advantage of the company is based on the ability of the company to maintain the production of moderately cheap and high quality fashion clothes. They, therefore, need to ensure that they coordinate their value chain processes properly to ensure that they produce the products in time. The company carries out its own manufacturing and thus has several technologies that enable it to carry out the production faster (Grant, 2016). This is something that gives them an advantage over the companies that outsource and which have to wait for those companies to deliver their products. The efficiency and speed with which they can carry out their production give them a competitive edge that can be sustained as long as they keep on with the production process.
The competitive advantage of the company also lies in the design of the fashion clothes. The company has its own design development department that ensures that there is a constant production of the designs in the market (Grant, 2016). This has seen highly qualified personnel employed to assist the company in designing of fashion clothes. This gives them the advantage as compared to other companies that generally outsource for the clothes. The company is, therefore, able to sustain the competitive advantage by ensuring that they fully allocate resources to the department for them to chuck out various design from time to time. This advantage is also sustainable as long as the other companies are unable to carry out their own designs.
The management systems in Zara has contributed significantly to the success of the vertical integration strategy that they have used in the company (Seo & Kim, 2015). This has ensured that there is proper internal communication which is crucial for the employees in the different departments to work together. There is a need to improve the management system of the company for the company to deal with the challenges that they may face going forward. The fact that they are expanding geographically means that they need to adopt a new management style that ensures that all the stores are working well and that the complexities involved in the business are addressed. The company also has to review their qualitative judgments and alert to weakness in order to deal with the demands of the customers and also remain competitive in future.
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