CROCS Harvard Case
Solution & Analysis

Crocs supply chain modsd cllows retailers to ploce small
pre-bank arders and arder mare when they see how wel
o product selks.

Hllows customers b ploce new croc orders within the
=elling semson

] the product sells well, more will be built and will be
fadk in stack in o few weeis, mane will be built withn

eduction and Inventory

the sensan
= oace Croes realized monufocsurers outside Asio could not odopt HiH
i thewr supply chain maded, they developed compony-owned
Croc's Core Compeleacies et in Meico and laly
+ Flexibility of Supaly Chain « Monufoctunng in each geagraphic reglon added both capoeity

+ Unlike the rest of the industry, they ond ablity to respand ta locol customers, howing campounding
respand quickly to customer dane in Italy led to supply chain inefficiencies
clemand = in 2004, Crocs took control and created swte-of-the-ort

« M limitotion in production ond rompound focilites in (onadn, Mexico, cnd Chin.
delivery + Croes rauskd now ship moterioks to each of the pants o)

- plants can compound the rmaterials os needed for production. -"..‘3'}

« Praprietory closed - cell resin, Craskte
- Slip resistent, rsan-mirking, ador
resistant
= Custam configuratians
« Wiewed smoler retpilers o= vitol to
building the brond

« Gayer is quicted far saying “we con get on ordar now, and we
dan't have te moke the compound and colorize it et, and we con
ship it in two weels"
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Warehouse Model {inefficient)
+ to ship more efficiently, Crocs changed the waorehouse model,
+ They used a contract warehousing and distribution firm in
Colorade, which handled all shiprments.
= All production came to the warehause in bulk where each choe
H was removed, lobeled, ond worehoused.
e a se O utl on s co I l l + Customer orders were filled from this centralized worehouse.
u + the results were inefficient because bulk orders from lorge
tustomers ooubd hove been shipped directty from foctory to
customer if warehousing and distributing hod been near each
factory.

Warehouse Model {Solution)

+ Crocs added warshouse opendtiors bo.each foctary,
relucing Inarkng ond oiher value-ooded activities.

= For customers that odded lorge quontties, the orders.
could be shipped directly from the Chinese worehouse.

- The warehnuse s mwned by o Crocs sunplies, fn by
Crocs personnel and Crocs sytem.

~ Intent was for Cracs to contral ather fulfilment
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Current Status of Crocs

- Stock prices average between $13 - $20 in recent years.
- As of 2014, drastic changes have been made to Crocs product line
- Boots, flats, wedges, high heels, golf shoes, and loafers
- Target Market
- Original target: working people in need of comfortable shoes
- New target: 13-30
- Supply Chain
- Flooded retail stores rather than making exclusive deals with specific stores
« $200 million bailout from Blackstone Group
- The private equity firm acquired 13% ownership of the company's stock in a
recent agreement
- As a new investor, their hope is to revive the popularity of the company
- Plan to close U.S. stores and expand into Asia
- CEQ, John McCarvel, will be retiring in April 2014
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To avoid severe personal

Croc's Ethical Conduct

- Company has a duty to warn parents of the dangers injury ygg?;;alrmgsescalawrs
. . movi
- As of 2008, Crocs had received close to 200 claims + Stand in the midde of the
. s facing forwar
of escalator injury oplsmichaenli
L] n n L] r

- They denied lawsuit allegations but claimed safety Tanlelil i

was a top priority. « Step carcfully whan SR
on or o

- Eventually created warning label yet denied that it + Hold chillren's FlLEEES
was related to current litigation. |
" : vn using

- “Crocs shoes are completely safe. The popularity of E lat
our shoes has helped draw attention to a long- sc.'ia _—

BEREREET

existing issue that we think is very important-—

escalator safety”
- Negative consequences should have been clearly ‘
addressed.




- Crocs desire to expand its retail stores, on a global scale, fits the current
flexibility of its supply chain.

- It would be a good decision for them to continue making similar products
with their Croslite material.

- Crocs growth by acquisition may begin to defocus the company, as a whole, if
they are not more selective about which companies they acquire.

- However, deals with college teams may help them reach a different market
using the same Croslite technology.

- Itis possible that Crocs product extension is close to reaching a point that is
difficult to manage. They may need to have a more narrow scope of products
in order to target a specific market.




Production and Inventory

- once Crocs realized manufacturers outside Asia could not adopt
their supply chain model, they developed company-owned
manufacturers in Mexico and Italy.

- Manufacturing in each geographic region added both capacity
and ability to respond to local customers, having compounding
done in Italy led to supply chain inefficiencies.

- in 2006, Crocs took control and created state-of-the-art
compound facilities in Canada, Mexico, and China.

» Crocs could now ship materials to each of the plants

- plants can compound the materials as needed for production.

- Snyder is quoted for saying “we can get an order now, and we
don't have to make the compound and colorize it yet, and we can
ship it in two weeks."




Warehouse Model (inefficient)

- to ship more efficiently, Crocs changed the warehouse model.

- They used a contract warehousing and distribution firm in
Colorado, which handled all shipments.

- All production came to the warehouse in bulk where each shoe
was removed, labeled, and warehoused.

- Customer orders were filled from this centralized warehouse.

- the results were inefficient because bulk orders from large
customers could have been shipped directly from factory to
customer if warehousing and distributing had been near each
factory.




