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Sparesh clothier Zara tums
the rules of supply chain
managerment on their head.
The result? A super-
responsive network and profit
margins that are the envy of
the industry.

Kasra Ferdows,

Michaed A. Lewis, and
Jose A.D. Machuca report.
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TAILORED TO FIT

hen a German
whbosakr
suddir

chilking com
baniorupe,

opened & Sbcp maar his ﬁ:m lin
L& Cowrua, in the far norch-weest
enrper of Spain, and sold (he
?uum kims=«lf. He called the shop

Larn.

Today, mere than 650 Zars
siores im some 50 countries attract
wrll-hesded castomers in kaxury
shoggeng districes around the
weurld and Seor Grings is angnahly
the richest mam in Spain. The
clathing company b foundid.,
callod Indiex, has boen growing

than Ll nel
its haliconed 14-fold. In My
201, & NI".‘HI.II-!HJ nigh period

Enliial public offerings, Inditex

sodd 25 per cent of its mmlrm
pudlic.

The: lnsson Oricga learned from
hiz &y Scaré was Lhis: To be

Transdabion: Control whai huppcna

II.]n :rm:‘r _Ip-mduuum.il Uhe castimer
i 0 adbering o this

phEmn]i‘u- Fara has developed 3

siupeer-responsive supply chain.

The company can design, produce

and deliver & new garmant snd pul

it o displyy in its stores workdwides

in 2 mere 15 da

Such a pece B wnheard-of in the
lashicm business where designers
typicelly spend manths planning
far the next seascn. Becasse Kxrn
«an uffer a large variety of the
Liseat designe quickly and in
limiesd quantities, & collects
K5 per eent of the fudl tek gries
om 163 rakal chothing. whils the
Indusiry awerage i 60 o T per

enk.

Zara defies most of the current

wisdom about hinw

iwm chaips slesald bs rus.
Linlike so masy of jls peers, Zara
keeps almost halll of is production
in-hiuss, Far firsen pushisg its
f&ﬂﬁ'ﬁﬂ W mlllrn‘hv I|n‘i.r‘:"lﬂlﬂ

other sources. Wa were

¥

groandbreaking Innovations., We
didn'l find any. lsstoad. we fand
a sell-relnforcing system buili on
thres principhes:
W Close the communication kbap.
Zara's yupply chakn is organised in
transfer both hard daia snd
e inkrmation y
Hlliﬂj firom shoppers. h deslgners

produxction staff. it's 2l sm
up tu track materials and preducts
i;numl time every si=p gg: Yy,

g, frvemnory on y in
te: stores. The goal i w closs the
Information teween the end

i'll:‘:
To this end, the comp: indulgns
in &n approach cam ke

characerised us “paney ealish,
pound wise™, B spends momey o

vthing that helps o Imcrease
and pnforcs the spand &nd
responshenass of the chain as a
whole.

B Leverags your capital asseis o
Imcrense supgly chals Mexibilicy.
Znra bk e major copital
iFvustmants in produstion and
distribution facilities and uses
them b incrosso the sapply
chaln's Fesponsiveness b new and
Muctusting demands. It produses
dusets in-hoosn and

extrn eapacity. Ratker than chace
economies of scale, Zam
manudsctures and dlstribuies
preducts in small hatebes. Insesd
of ralying on oltside I?-l.rlm.'r: tha
COMpETY mnn:gau.

warehousing. I‘lhfl.lﬁn and
logriatics fumctions Esell,

W eondiected & sarins of
Bulerviews with senlor al
IndSen and exmmined ?ﬂw’ﬂmp.my
documesits and & wids range ol

Linking Techno!09y

o O

THICROUFERS sample ones.
ot of Zara's practices may
directly akde: only in hﬂﬁl
tzch oF ol
E:mlu:i lile q'dnl are very shorl
t Oriegn’s simpls phiksophy of
ralplnqpm'lu threugh end-wo-end
comtrul of the supply chain applies
o any Indusiry. Zara shows
mAn&gers nol only how in
quinslic consumsr demands but
alsn how i Fesist management

and

fieds and aver-shifng Indasery
practices

I Farm pinees, CUSWINETS CHly
always !'md e products — bul
they're in limited = . There
& sense of Lanlahslrriw--tuml.l}'q-
ol & few lwems are o displigy
ewen though siores ane spacious
e mverngs slze i xhous
pLOI square melres], A castomer
thinks, "This grean shiri figs me
and thare 15 one on the rack. I71

't by it mow, I'H Jose ey
chamen,™

Such a rewmll concept depends on
the regulsr erestion and
m-lmMmm af mu batches of

. Zarn's desigrers croate
.Ihl:ll'l.W 100 rsvy diesipns
amnually, from which 10,000 are
selecked for uction. Somo
them i Une latest couture
ernations. Bul Zara often bests the
high-fushion houses to the mardet
and offers almost the sume
made with less cxpensive
, b mueh lowss prices. Snes
e BREERERRE com (B v o slx
oodours and five W seven slees.

Ortega's simple

philosophy of
reaping profits
through end-to-
end control of the
supply chain
applies to any
industry.

people to Profits

Tara's system bas o deal with
someibing in the realn of 300,000
hirw ek -kisplag units (SKUs) on

specialisis and dedigners. from
designers stall, From
Inryers to subeongracsers, from

Cnras, I8 eonsisls of thres spacious
hallz, one for women's diothing
Eines, ome for men's and one ko
chidirens. Unlike mast comparies,
whiich 16¥ W axtse redundant

fnnn umlzln"upcl:llllsl in pach

miking shirts
mls]nde mﬂnmlhnbmﬂyne with
W0 ZArE MARSESES, one e men's
shirts and anothor for chifdren's
shilrts
In each hali. Nocr-w-oesling
windows overlooking the Spanish
mﬁh‘k telnfur:: suipae of
h\h’!mﬂy Openness.
Zara's eadre of 200 designers
sits in U|u midst of the productien
nmeng the three
M mussly bweniy-
g -
because of tedr entbrisiasm snd
takent, no prima donpas allowed -
waork next in the marke: specislises
B procufement sl prodection
planmers. Largs circular tables
play hogt o imprompta mestings.
Hescks of the laless Bshion
magnzines &nd catalegues Ml the
walls. & ssnall prowtype shop has
been sed up in the corner of each
hall, which encourages everpone o
ErTRETIL G few EArmonts as ey
Evilve
can qidickly and
mmr:mﬁ instial sketches
with colleagees, farked
Apsrcialists, who ars in conauin
fouch with store managers [and
mangy of whom bave been siore
miAkagers heimssles), provids
ruick fecdback about the ook of
the mew destgms (style, colear,
fabirie and so an) and s
possible market price
Procuramant snd

enanuiscturing costs and availabin

capacity.

The cross-funetional wams can
Bxamine prowtypes o the hall,
choose a design end commdt
resourees for Bs production asd
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Inerisduction i & [ besars 6
necessary.

Zara s carelal about the way i
ampheys wi infeminton
echnubgy. Custmised handbeid
compriers sappart the conmeciion
Eerwnan the ratall sinres and [a
Carus, Thase PIWMe migmen
regudar iofien weekly) phoos
pomnrsations hetwern the siom
marmgers aed e markst
specizlists asslgned 1o them
Skorea tranemil all kinds of
o La Corua, -=m||hd:d

prull.l'.:.'p' '.'u- s
dﬁlgmﬁr efime

mechines and viler sysiems
Tactory. Bar codes track the o
peces ns :hn:\. arn conenried inin
EAPEIENES through the Vi s pl-
irmastved in production {in
sewing operations wsunll dunt- hg.
sudbssrmirachors), distribation and
delivery n Che 5, Whiss
commumnication cyele began.

The censtand Mow of updated
data miigates U mn-calied
Dbuailivhige STect — Ui Remdemey of

sapply chaing {and 8]l ogen-lop
Information syalems) ka unq.-ﬂlr:.'
smadl disturbances. & smal
changs in rotall aeders,
axarmple, can resull o wide
Muctuations n faciory urdl rs after
s traEsmivied chrough
wholecalers amd diseribugors. In an
indhasiry ghat traditlonally allows
redailers in change a maximem of
20 per cand of iksir
the season kas sl
themn adjusz 40 is
this way. fara avnids costly aver-
produse ard e subsequent
salas anil discoumniing pr
the indus

The mlkentees Froducmen of

ansnhatal with FanEing out of sy
partcular igem. Indesd, Tara
makes & virioe of steck-mis
Empty racks don't dr
i ofhier §lores Because shoppers
abways heve new things o :
froms and are ofien hapgy o ssanch
whit thisy can
rln Eact, Zurn bod am informal

mares |

carry I m-m—-ecn e risks ane
small; ussold lems aocouml for
kess than 10 per shock,
cnimpared wilh | bty
average of 1T per cent in 20 per
eral. Furthsemors, new
merchandiss: displayed in limiwed
quanlities and thn shori window of
g s
maotivale el W visit Zars’s

shogrs e Treqoendly (koo fhey
might cgher siores

't high traffic in the siores
i oryis the meed fior
advertising: Fara devoles jost
0.3 per cont of iis sales o ads, far
less than the 3 per cont w 4 per
cent thal is rivals spend

Fora deslgns ard disiribues sl
s products. oulssartes o amaller
porton of Iis mamifactoring than
irs preers and owns nesrly sl is

stricily enforced; i o siore in
Baroelona misses the Wid sesday
dezdlime. it his 85 wail unid
Swharday.

Order TilEmenl Edlews (ke
same sirict rhythm. A ceniral
warehonse in 1.4 Coras propares
Lk shipments for every store
usually overmight. Unos logded
omlo & Areck. the bones and racks
are pither rushed & & neardy
mirport or routed directly ke

Large circular tables play host to
impromptu meetings. Racks of the
latest fashion magazines and
catalogues fill the walls.

jurrdluxhlr- rh-[hn'. |"\u .
the retall shops. Sio
pain and smrthern

i i by Ipm T'Jf‘iﬂi;\' i
&pm Firiday, These deadlines are

stores. All trocks and
o
ealaldishid schedales. Ble & bus
service. in maich the retaflers”
twinewoekly arders Hl-qmur'ul.l-
LI SR in
stores in 48 hours
o shaps in T2 e,
a0 sore managers know exactly
whan the shipments will come in
B all 1he Bene have
alresdy been pro-priced and

20, F0e-Jan 3, a5 Bt

SUMMERBOSS

Mystration: Jo Morley

tagged. and mosi are shipped
haamg s an Facks, slore manapen
can put them on display the
momend they're: delivered

This rebant =l Lranspanent
riaythm guides daily decisions by
MANERETS AR raingancas the
production ol garments in small
hatches, ihoagh larger haackes
vl reduce costs 1L valdates Lhe
company policy of delivering twn
shipments el E|I3}‘.l'#'|l
less freqguomt shipments woul
rrduce disuribution sosts, B
Jusnifies transparling prodocs by
alr and truck, although ships and
trains would bwwvr rRnsporesclon
[u.-. Ad il prendideg & ralionads for

Ny Soeme Toends ofn

h-.‘ﬂ\h although felding them
Inty hionges wonld reduns .rr\-||zn|
chures

Zara produres roughly balll of its

ndiscts [m its own factorkes. L
mrys 0 per ennl of o8 fadeic Tom
afcther Tnditex firm. Comdited
lacosanling for almost W per cant
of Comditel's sinl salesh, snd i
purchases its dye stull from vet
ansther Inditex company. Zara's
MaFa@ars Femson thal ineistmen
eapilal neseds can actually
t tho organtsation’s aarall
ility
Nwning production nssols gives

The sext 'dmnn of AFR

Zara n leved of control
sohedules and capacities thal, its
SOTINE MARLIATS kres, weald ks
impemsible w achisve il the
compary were entirely dependens
on Hitshde suppliers.

of 8 BuEsres or :::ilw & single
shili. These highly arrdcemted
faciories can oporads axira hours if
neaded o meal seasonal or
unforesenn desnands. Speciallced
by garment wype. Ears's feclories
use sophisticated jusi-in-timn
dystems, develaped i co-oper
with Teguta, thet allow the
cesmpasy i cuglomise lis
prucesses and oxploit insovlinns

Zura's senior managerns follow o
fandameninl rule of quesing
madels, which holds that wait
exparmmtinlly whan
1 el e m:-s Is

praciices don’ Brn up & nw-:l—l-nl
dollars. Thanks i the
responskemiss of is Benries and
distrily erires, Zarn has
dramaiically reduced its need for
wasking capleal, Becauss the
compnry can sell s products just
B liaw days aller they're mats, it
wan operaie with negative working
cagilal. The cash ibiss freed 5
helps aifsnl the mvesiment in
BKIra CApBCRY

Perhaps the despest seoret of
Hara's suecoss i s ability i
sastain an environmen that
aptmises the enlire 1|..'|q|hr ehain
ratker then sach swp
mansgers can imagiee sending a
half-empty truck across Europs,
paying for alr fredghd twice & wesk
tr ship coats on hamgers o Japan
or running [aciories fr onky one
shift. Bur this is sxacily why Zere’s

st managers deseree credil.
They have stayed the course and
rosisted setting performance
meagures: (st would make their
opiralng mansgers fous on hcal
efficiency al the expense of global
respersivenes:s They have
hardwired o the organisatnn
ihe lesson Oreega Jearned alment
75 Agn; Lrach e fRckoring
nnd customens with two hands. Do
everything possible i b one hand
help the oiher, Ardd whawwver you
i, dor'l Eaks oy ey olT the
product urtll i's soid
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