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Zara’s Fast Fashion Edge
Company Background
Zara is a fashion company located in Arteizo, Spain founded in 1975. It was established with a conventional idea of giving speed and responsiveness first priority even before the cost. The company’s supply chain is its main competitive advantage and the company is able to control its manufacturing compared to other retailers. Zara has achieved a highly centralized manufacturing and distribution system that has not been emulated by many retailers. Zara’s operations are conducted in a building known as a Cube located northeastern coast of Spain and it is where all manufacturing and distribution activities are conducted. Clothes are manufactured in Spain and neighboring countries to ensure supply is fast and effective. Orders by stores are made in two weeks and Zara is able to deliver precisely in two weeks.
Zara’s main challenge is decentralization where it will lose the advantage of controlling its inventory from a single point. Expansion of firm’s activities to other territories is the cause of a company’s need to have more operational centers. The decentralization challenge makes a company lose its competitive advantage as decisions are not made from a single point and failure in coordination could be detrimental to the entire firm. Zara initially had no desire to decentralize as most of its manufacturing was done in Spain and neighboring countries. In addition, the largest market was Spain followed by France. The situation changed in 2013 when China surpassed France to become second with 142 stores.
To reduce the risks of decentralizing some activities in China the company needs to invest in high-tech equipment’s which will enable the company to reduce the production and supply time. With such an investment the company can automate some manufacturing processes resulting into a lower production cost.  Control of activities from several centers can be possible using technology and can happen in real time using recent communication technology. When such a technology is available in Zara, clothes manufactured in Morocco, Turkey, Portugal and Asia can be inspected and shipped to stores directly in their respective manufacturing centers without sending them to Cube as currently is being done.
Decentralizing the Zara’s operation would cause an increase in labor and shipping costs. The company also needs faster supply chain for its raw materials and the manufactured clothes. To reduce the impacts, the company should adopt faster means of delivery like air transport instead of shipping. The extra costs arising from the new mode of transport can be covered as the company does not offer discounts and does not incur advertisement costs. Investments in high-tech manufacturing processes will enable the company reduce production cost and very few competitors would be able to invest in similar equipment even in Asia where raw materials and labor are cheap and therefore the company would remain the world’s largest retailer.


 




Reference
[bookmark: _GoBack]Berfield, S., & Baigorri, M. (2013). Zara’s fast-fashion edge. Business week, Nov, 14.
