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Fashion Retailing
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Fast Fashion is the new Paradigm
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Source: Caro & Martinez-de-Albéniz “Operations Management in Apparel Retailing: Processes, Frameworks and Optimization” (2013)
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A Change of Paradigm

e Main differences between traditional model and fast fashion

Traditional Fast Fashion
Channel Multibrand, franchises, own retail Retail with direct control
Product Collections Model-color
All ready at beginning of the Initial push and then
Process :
season pull/responsive
Customer Fixed assortment and discounts at ,
_ Dynamic assortment
perception the end
Source: Caro & Martinez-de-Albéniz “Operations Management in Apparel Retailing: Processes,
Frameworks and Optimization” (2013)
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A Change of Paradigm

e Different inventory profiles

Traditional Fast Fashion
Loading of DCs
and stores
Discounts
January 2013 July 2013 January 2013 July 2013
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Sourcing Choices
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We Need to Forecast...

« “However, the reality that is now

gradually being accepted both by
those who work in the industry
and those who study it, is that the
demand for fashion products

cannot be forecast.”

— Christopher et al. (2004)
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... But Accuracy is Low...
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... and Commitments are Early

% purchase vs. total
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... and Commitments are Early

% purchase vs. total
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Sourcing Choices

7

/
%

gﬁ I ESE Prof. Martinez de Albéniz - valbeniz@iese.edu 9/10/2014

IESE Business School, Univ. of Navarra p- 11
Busmm %{ hr}m



Quick Response Suppliers
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Operations Strategy

Buy cheap early - Inventory
risk = Basics

Off shore low cost —

2 Asia

)

a4

-

O . .

v Local —Europe and > Buy expensive at the last minute =>

North Africa
Trend
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Operations Strategy:

Match Supply Chain with Product Type

PRODUCT

Functional Innovative

Efficient

Responsive

OPERATIONS
SUPPLY CHAIN

Source: Marshall Fisher
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An Empirical Study

« Whatis the improvement due to Quick Response?
— What does “improvement” mean? We need indicators
— What s the improvement rate? We need to compare offshore vs. QR
— Where is the improvement more significant? We need to understand interactions

with environment

e Evidence: one chain, Fall Winter 2008

Source: Lago, Martinez-de-Albéniz, Moscoso & Vall “The Role of Quick Response in
Accelerating Sales of Fashion Goods” (2013)
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The Company in 2008

e 7/ countries
« 140 points of sale

e Initially multibrand but by 2008

only vertically controlled brands
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Fall Winter 2008

° Sal es Of ’I 6 m € Percentage of SKUs
B T-SHIRT
e 671 SKUs (Model-Color)
B DRESS
JERSEY
« 985,000 units sold Jwov
m SHIRT
. B KNITWEAR JACKET
o Average Prlce 15.9€ ® HANDKERCHIEF
CARDIGAN SWEATER
m SCARF
* 16% of sales and 24% of SKUs: T- percentage of Revenue "
shirts
« Suppliersin 14 countries
2% 7
4% '
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What Indicators?

——Product 1: China —Product 2: Bulgaria
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What Indicators?

e We must take into account

— Purchase quantity

— Introduction time

Sell —through (t) =

— And the shape of the curve?

Cum. Sales, (t)

Purchase
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Speed of Sales

e A good fit to the curve is the exponential function

— Goodness of fit high

— Consistent with disaggregated marketing models (sales are proportional to

inventory on sale)

e Product 2: Bulgaria  e= e= Estimate 2

800

700 S
- -—
- 600 -# \
E /
500
g / /
g 0 / 7 Parameter: speed of sales Q.,
2 300 /
g % of'i t 1d 1
=) o OT Invento soldim a
200 I, y
100 ' week
o .
Q\ Q\ Q\ Q\ Q\ Q\ Q\ Y Y \Y Y Q\
%’QS %’Q‘o %’Q %Q %@/ ‘b\ %’\\ ‘b’\’v QQ\ Q’& Q'Q% qu‘
MR S S S R ST T T
][ 3] I ES E Prof. Martinez de Albéniz - valbeniz@iese.edu 9/10/2014
qlw IESE Business School, Univ. of Navarra p- 21

Business School
University of Navarrs



Speed of Sales

Average speed by product category
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Lead Times by Supplier

e 5 regions

— W & EEUROPE, N AFRICA, S & E ASIA

¢ Response times
— E ASIA: 4-6 months
— S ASIA: 3-4 months

X
\

Vindonesial -k

— N AFRICA: 1 month

— FEUROPE: 1 month

— W EUROPE: 2 weeks
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Speed of Sales

Speed by origin
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Speed of Sales
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Controls

* Quick Response from N AFRICA seems very different to QR from W

EUROPE: real or an illusion?

 To evaluate the effect of QR, control by product characteristics:

— Price/cost
— Volume
— Family

— Color

In(ai) = Bo + Z Yo Xo; + Z -+ Xey + Z By Xy, + Bq - Qi + Beost - COST; + €

oeOrigin ceColor feFamily
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Results

e Increasein speed of sales compared to E ASIA:

SOUTH ASIA 6% Offshore
NORTH AFRICA 148% | |
EAST EUROPE 101% | & Quick Response
WEST EUROPE 86% |

 Speed of sales are also more stable in QR origins compared to Asia.
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Other Factors to Consider

« Why is QR beneficial? Better products: we cannot guess the right trends 3-

6 months before, but perhaps 2-4 weeks before we can.

« Impact of the time of introduction? Impact of the time of design?

In(6i) = Bo+ > BoXeg+ > Be-Xee+ Y. Bp-Xy +Bvor-VOLi + Beosr - COST;
oe0rigin ceColor feFamily
+B8inTRO - INTRO; + Y Bi—o - INTRO; x Xo, + €
o€0Trigin
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Results
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Results

« QRisespecially useful at the beginning of the season

— More uncertainty with respect to trends — better to think about “continuous

seasons” to get the start right

 Atthe end of the season, products from Asia have the information about

the right trends.

]]] ¢ | I ES E Prof. Martinez de Albéniz - valbeniz@iese.edu 9/10/2014

ﬂlw IESE Business School, Univ. of Navarra p- 31
Business S_chnm



Conclusions

e leadtime hasa Iarge impact on product success.

« We quantify the advantage of QR: we can use it to optimize which

product should go to which supplier/source.

]]] ¢ | I ES E Prof. Martinez de Albéniz - valbeniz@iese.edu 9/10/2014

qlw IESE Business School, Univ. of Navarra p- 32
Business S_chnm



OEportunities

e We need more empirical work to identify the key drivers of product
success
— Otherindicators that are relevant: traffic, cross sales?

— Other drivers of success: “Trendiness” (age), variety, availability (inventory depth),

display?
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