What is Supply Chain Strategy?
· A company must have a long-range business strategy if it is going to maintain a competitive position in the marketplace. 
· A business strategy is a plan for the company that clearly defines the company’s long-terms goals, how it plans to achieve these goals, and the way the company plans to differentiate itself from its competitors.
· A business strategy should leverage the company’s core competencies, or strengths, and carefully consider the characteristics of the marketplace.
· Supply chain strategy is a long-range plan for the design and ongoing management of all supply chain decisions that support the business strategy.
· Consider that the design of a supply chain should differ based on how the company intends to compete in the marketplace.
· In order to maintain competitiveness companies must design their supply chains to be aligned with their business strategy, to satisfy the needs of the customers, take advantage if the company’s strengths, and remain adaptive.
· Zara’s business strategy is to product and deliver look-alikes of the latest fashion trends to customers at an affordable price.
· Zara understands that they key to accomplishing this through a well-thought-out supply chain strategy designed to support its goals. 
· For this reason the company chooses to be vertically integrated, giving it speed, flexibility, and control of product design and delivery.
· Also, the company chooses not to outsource most of its production as doing so would hurt Zara’s ability to quickly adapt to fashion trends.
· As we can see, Zara’s supply chain strategy is designed to enable the company to achieve the goals set by its business strategy.
Strategic Alignment
· It is important to remember that there must be strategic alignment between the business strategy and supply chain strategy.
· A company’s supply chain strategy should be developed to drive and support its business strategy.
· Consider an electronics company that has formulated a business strategy to compete on delivery excellence, such as order-fulfillment time.
· As a result, the supply chain strategy may be designed for speed of delivery although perhaps at a higher cost.
· Now imagine that the company decides to change its business strategy to compete on cost rather than delivery, considering current market competition and customer perceptions of value.
· If this change in business strategy is not communicated to SCM, the supply chain will continues to focus on delivery rather than cost.
· The company will continue to excel at delivery, while incurring a higher cost, and not meeting the business goals set for the company.
· The supply chain should not be designed to merely mimic its competitors or solely focus on cost cutting efforts.
· The supply chain should be designed and positioned to support the strategic direction of the firm, giving it a competitive advantage in the marketplace.
· Supply chains can have a very different design based on their competitive focus.
· Today’s most successful companies, as illustrated by Zara, have achieved world-class status in large part due to a skillfully designed supply chain strategy that is manifested in the design of its supply chain.
· Companies all over the globe understand that they cannot achieve the competitiveness needed to survive and thrive in the current global economy without strategically thinking about their supply chains.
· In addition to SCM, all organizational functions should be designed to support the business strategy.
· This includes marketing, operations, distribution, purchasing and even finance.
· In addition, the organizational functions should support each other.
· This functional support is especially important for SCM give its boundary spanning nature and high dependence on logistics, marketing, and operations.
· This functional unity and support of the business strategy will enable the organization to function in a synchronized manner.
