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Abstract
 
In this thesis I have through interviews with four Scandinavian apparel firms gained insights 

in how these firms structure and manage their Asian supply network in order to overcome 

cultural and geographical barriers and ensure appropriate performance on the criteria of price, 

quality, flexibility, lead-times, reliability and CSR in their supply chain. The firms in the 

sample were selected on the basis on a replication logic – they are all of Scandinavian of 

origin and are selling high-quality technical clothing, but differ in size and years of 

experience in Asia. My ambition was to conduct a comparative analysis of the case findings, 

in order to reveal possible patterns in firm strategies that either could be traced back to the 

shared or the diverging firm characteristics, in order to come with ideas and questions for 

further exploration and testing.  

 

These are the most interesting findings of my analysis as topics of further investigation: 

 

->All the firms in the study emphasize importance close suppliers relationships, characterized 

by a mutual trust and a harmonic atmosphere in order to succeed in Asia. At the same time 

they have developed extensive mechanisms for control and inspection to check the same 

suppliers’ behaviour. The co-existence of these two conflicting modes of management within 

the same relationships seem a bit paradoxical, and would thus be interesting to further 

explore. 

->The Firm in the sample with least experience in Asian sourcing (6-7 years) was the only 

one that did not have an Asian office. Nor did they work through an intermediary. This might 

suggest that the Asian and European business cultures today have approached each other to 

such an extent that Asian supplier relationships can be successfully established and managed 

by simpler means, without having to invest in an Asian office or us an agent to bridge the 

differences. 

->There was a clear distinction between how the two larger firms and the two smaller firms, 

strategically positioned themselves as a response to the increasing production costs in China. 

Whereas the larger ones actively searched for new locations for production by working with 

their existing suppliers, the smaller ones felt that going into a new location as one of the first 

firms, was too risky in regard to the quality in production. This shows how size can offer you 

more room for manoeuvre strategically, and is something worth to further investigate in 

relation to the on-going developments in China 
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1.0 Introduction:   

 

Innovations in technology that have enabled communication and transportation over large 

distances to a much larger extent, alongside the trend where companies outsource support 

functions in order to focus on their core competencies, have made companies across the globe 

more inter-related than ever before. The administration of global sourcing networks has thus  

in many cases become crucial for the individual firms competitive edge. In my thesis I will 

explore and compare how four Scandinavian apparel firms structure and manage their Asian 

supply networks. More demanding consumers and new modes of retailing have made lead-

times, flexibility and CSR important performance criteria in the apparel supply chain, 

alongside the ones of price, quality and reliability. Meeting these criteria can be thought to be 

particularly challenging with suppliers located at a significant geographical- and cultural 

distance. Therefore I find it interesting to investigate how Scandinavian apparel firms manage 

their Asian supplier relationships and to what extent they use external actors to secure 

appropriate supply chain performance across all the above-mentioned criteria. 

 

In the first instance results from this study is aimed at supplementing existing research on the 

subject, which for most part portray the largest actors in the apparel value chain with huge 

organization and vast resources. Insights in the strategies and experiences of firms with 

presumably smaller organizations and less resources can thus potentially reveal new aspects 

and issues not covered to a large extent by existing research. The firms in my study have been 

selected on the basis of a replication logic as  they share some important characteristics, 

particularly important is the quality focus of their products. At the same time they do diverge 

in terms of firm size and years of experience in sourcing from Asia. How these similarities 

and differences between the firms in the study can explain possible divergent and concurrent 

firm strategies will thus be another topic of analysis in this thesis. In relation to this I will also 

discuss to what degree the strategy formation in these firms is a result of conscious choices 

and considerations, and to what degree their strategies are shaped by either past experiences 

or possible constraints of their firm size. 

 

By conducting a cross-case analysis my intention is to identify some patterns in Scandinavian 

apparel firms’ strategies in Asia that either can be explained by the shared or the diverging 
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firm characteristics. This way I hope that my comparative case study can generate ideas and 

questions for further study.  

 

2.0  Background: The Global Apparel Value Chain 

 

2.1 The Apparel Value Chain, textile and apparel production  

 

The textile and the apparel industries are, although two separate industries, undoubtedly 

interrelated in the sense that they both are a part of the same value- or commodity chain that 

convert inputs of raw materials into finished goods ready to be consumed by end users. A 

commodity chain refers to “the whole range of activities involved in the design, production 

and marketing of a product”. (Gereffi & Frederick 2010: 16) An outline of the apparel 

commodity chain, hereafter called the ‘apparel value chain’ is illustrated in figure 1.1 below.  

 

 
Figure 2.1  - The apparel commodity chain. Source: Dicken 2007 
 

The characteristics of the different stages in the chain in terms of types of enterprises 

involved, labour skills required, technologies used and the geographical location of the 

activities, vary significantly. The assembly of garments is considered to be the most labour 

intensive stage, while the textile fabric production is of a more capital-intensive nature. Due 

to the nature of the textile and clothing products and the sequential nature of production chain, 

there is no need for the activities in the different stages in the clothing pipeline to be located 

in the same place. The low barriers to entry in the assembly stage makes it possible for 

Fabric	  production:	   
Yarn	  preparation:	  Spinning 
Fabric	  manufacture:	  weaving,	  dyeing,	  and	  finishing 
	   

Preparation/pre-‐assembly:	   
Pattern	  making,	  grading,	  nesting	  and	  marking,	  cutting 

Design: 
Complexity	  varies	  by	  types	  of	  consumer	  markets 

Production/assembly: 
Sewing	  of	  garments,	  inspecting,	  pressing,	  packing 
	   

Distribution: 
Retailers	  and	  buyers 

Final	  consumption 

Ancillary	  
suppliers: 
	   
Zippers,	  
trims,	  
buttons 

Provision	  of	  
raw	  
materials:	  
	  
Synthetic	  
and	  natural	  
fibres	  



	   10	  

virtually any country to engage in production, which secures a plentiful supply of cheap 

labour on a global scale. Improvements in the speed- and the reduction of costs in 

communication and transportation, has made it easier for manufacturers to take advantage of 

labour cost differences across locations. (Gereffi & Frederick 2010: 16) (Dicken 2007: 49, 250-60) 

(Pfohl & Shen 2008: 2) (Jones 2007: 1,13,72,76 92-94)  

 

2.2 The apparel value chain– buyer driven 

 

Gereffi (1999) distinguishes between to types of commodity chains namely producer-driven 

and buyer-driven. Producer-driven chains are most often found in technology- and capital-

intensive industries, where large, transnational manufactures are controlling and coordinating 

the production networks. Power in the chain is usually embedded in the control of production 

because of the high-entry barriers and thus the high added value derived from this part of the 

chain. The apparel commodity chain is due to its labour-intensive nature regarded to be 

buyer-driven. Because of the highly competitive globally decentralized factory systems with 

low barriers to entry in production, profits in the apparel chain does not mainly come from 

volume, scale and technological advances in production as in producer-driven chains, but 

derives from the control over activities in other parts of the chain like high-value research, 

marketing, design, retailing and branding. Here global buyers are the ‘lead firms’ that play the 

key roles in shaping, controlling and coordinating the production chain. These are normally 

not involved directly in production, but still yield a significant power over manufacturers 

through the stipulation of detailed supply specifications. The sourcing strategies of these firms 

have profound effects on the nature of the relationships in the chain, the capabilities expected 

from the suppliers and their entry possibilities, as well as the geographical location of 

manufacturing. (Gereffi 1999: 3,4) (Staritz 2011: 7,8)  

 

2.3 Important actors in global apparel value chains 

 

Gereffi (1999) divides global buyers into branded manufacturers, branded marketers and 

retailers. Branded manufacturers are those western firms that traditionally have had 

manufacturing facilities in their home country, but have due to increased pressure on wages 

started to outsource larger parts of production to low-wage economies.  In these arrangements 

called Cut-Make-Trim (CMT) the sewing process in assembly is most often sourced from 

export-processing zones (EPZs) in developing countries. Because only the most labour-
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intensive part of manufacturing is conducted in these countries, these arrangements provide 

no significant links to the local economy and are set up mainly to exploit low-wages and 

favourable governmental incentives in these locations. The fight between regions and 

countries for an ever-lower cost at the expense of labour rights and conditions, are often 

termed “ the race to the bottom” and by many brought forward as one of the dark-sides of 

globalization. (Gereffi 1999: 8)(Gereffi & Fredrick 2010: 12,17) (Chan & Ross 2003: 1012) 

 

The significance of retailers and brand marketers such as H & M, Gap and Nike in the apparel 

value chain has increased over the last decades. These firms have most often never been 

involved in manufacturing themselves, and have sourced internationally from the start. Thus 

they possess a more limited knowledge of the production process than branded manufacturers 

and transfer more functions connected to manufacturing onto the supplier. The marketers and 

retailers limit their sourcing to a small amount of more capable overseas contractors, in which 

they expect to handle all aspects of the production process while they constrain their own 

competitive edge to design, branding and marketing. This type of supplier modes is most 

often called Original Equipment Manufacturing (OEM) or Free on Board (FOB), and requires 

more skilled and technologically advanced suppliers than the CMT mode, as support 

functions such as pattern grading, marker and sample making, as well as packaging and 

distribution are assigned to them  (Gereffi & Memedovic 2003: 7,8) 

 

In recent years the distinction between the three different types of lead firms have become 

more blurry as they all have become ‘organizational buyer´s’ that mainly structure their 

business around design, branding, marketing, research & development and retailing, while 

production capacity is sourced globally.  Increasingly, sourcing intermediaries and 

transnational manufacturers have emerged as powerful actors in the apparel value chain 

alongside the ‘organizational buyers’. The Hong Kong based trading House Li & Fung is an 

important actor in this respect. It have become common for buyers to leave the knowledge 

gathering involved in supplier selection, the coordination of production, input sourcing, and 

logistics, to agents with local knowledge and supplier connections. Hut agents like Li & Fung 

are also capable of managing virtually all stages in the clothing chain, and are continuing to 

expand their operations into areas such as product development, branding and marketing. 

Figure 1.2 below illustrates the major actors and activities in the global apparel value chain 

today. (Abernathy et al 2006: 2208) (Staritz 2011:27)(Dicken 2007: 263-65)  
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Figure 2.2 ‘The apparel value chain’ Source: Gereffi & Fredrick 2010 

 

2.4 Supplier selection: Firm-specific criteria 

 

As shown in the sections above, apparel suppliers today are expected to handle an increasing 

number of functions not directly connected to manufacturing, this raises the bar in regard to 

supplier capabilities. In addition certain trends in the consumer markets namely the demand 

for an increased number of clothing styles and variations delivered within a shorter time-span, 

changes the requirements to manufacturing capabilities as well which raises the bar even 

further. New ‘lean-retailing’-, ‘fast-fashion’- and ‘quick response’ strategies have emerged as 

a response to this changing consumption pattern. ‘Lean retailing’ strategies involve smaller 

inventories on the buyer’s side, shrinking product life cycles, shorter production cycles and 

more rapid production cycles turnover; with the ambition of reducing the risk fluctuating 

demand imposes on the retailer. ‘Fast-fashion’, most commonly associated with the Spanish 

retail giant Zara, means that collections are replaced more often, and a great variety of styles 

is produced in smaller quantities with little or no replenishment. ‘Quick response’ strategies 

entail short-lead times for the replenishment of existing products. Common for all of these 

strategies is that they increase the significance of speed and lead-times for all types of buyers 

and products in the apparel chain, and thus have short lead times as well as production 

flexibility become key factors in the selection of suppliers. (Staritz 2011: 33,34)  
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The increased attention brought to the subject of corporate social responsibility (CSR) and 

ethical sourcing over the last decades, have also made labour and environmental compliance 

an issue to master in order to get access to international sourcing networks. Most buyers have 

developed their own Codes of Conduct (CoC) that sets minimum standards of wage levels, 

age restrictions, working time and conditions, which need to be met by suppliers to qualify to 

be part of their supply chain.  The focus on lead-times, flexibility and labour- and 

environmental compliance as important sourcing criteria, comes on top of ‘classic’ criteria of 

price, quality and reliability that have always have - and still are of crucial importance. 

Suppliers are in other words expected fill a wide range of functions and perform on several 

criteria to satisfy to demanding buyers, which require extensive financial and human 

resources at the firm level. (Staritz 2012:9, 35)  (Dicken 2007: 188) 

Table 2.1 Firm-specific sourcing criteria 
 

2.5 Supplier selection: Country specific criteria 

 

The performance on a firm level depends on the state of some underlying factors on a country 

level that contribute to a good business environment. Given the central role of labour cost in 

the total cost equation in apparel manufacturing, locations that can offer low-wages and a 

large supply of un-skilled labour, and have weak labour laws and unions, will provide a 

favourable environment from a pure cost perspective. In addition the cost of transportation, 

access to and prices on raw materials and fabrics, as well as trade tariffs and barriers also 

affect the total cost of having production in a given location. Local labour and management 

capabilities are important to secure the right quality in production. The quality of 

infrastructure, especially the access to well-functioning ports is important to ensure short-lead 

times and reliable deliveries. Political stability and a stable exchange rate reduce the risk, and 

enhance predictability and security for investments. In the process of selecting suppliers, 

Firm-specific sourcing criteria 

‘Classic’:   

Quality, Price, Reliability 

‘New’:  

Lead-times, production flexibility, labour relations and compliance, environmental compliance, 

Non-manufacturing:  

Input sourcing on suppliers´ accounts, product development and design understanding, inventory management 

and stock holding, logistics and financing, communications and merchandising 
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‘global buyers’ tend to prefer ‘one stop shopping’ locations, where they can source a wide 

range of products in large quantities in one location or at least one region. (Jones 2006: 180) 

(Staritz 2011: 36,37) 

 

3.0 Literature review – sourcing strategies in the apparel industry 

 

For the ‘buyers’ in the apparel value chain the configuration of their supply chain and the 

relationships with actors involved, is a task of finding a balance between some contradictory 

pressures. Due to the labour-intensive nature of clothing production, labour cost makes up a 

large part of total cost. Buyer´s will therefore regard suppliers with production in low wage 

developing countries as attractive. However as countries climb up the development latter, 

wages tend to rise and the currency to appreciate. Hence, in line with their economic growth 

developing countries will lose their cost advantage to other less developed ones, and firm´s 

will have an incentive to move production to new low-cost locations.  However, performance 

on the other sourcing criteria such as quality, lead-times, flexibility, reliability and CSR are 

not typically associated with production in these low-cost locations. Furthermore the trend 

were suppliers are responsible for material sourcing and are managing a growing number of 

processes and functions previously controlled by the buyers, often entail a closer relationship 

between buyer and supplier, which increase the cost of changing suppliers and locations. 

Supplier performance has become crucial for the buyer´s ability to compete and the 

management of supplier relationships is a key to ensure their performance. The introduction 

of institutional structures and practices is therefore important in order to mitigate the 

contradictory pressures arising from having international configured supply chains. (Handfield 

et al 2004: 27) (Jones 2006: 179) 

 

As western apparel firms over the last decades have outsourced an increasing number of 

functions to external actors in order to reduce the complexity and fixed costs -, as well as 

enhance flexibility and effectiveness in their own organizations, more attention have been 

brought to the field of sourcing strategies in academia. Firm´s have become more inter-related 

than ever before, and competitive advantage is not solely attributed to the competencies of a 

single firm.  The administration of global sourcing networks has thus become crucial for 

firm´s competitive edge. (Jin 2004: 1292) Central dimension in sourcing strategies are product 

characteristics, selection of supply markets (supplier location), the structure of the supply base 
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(the number and types of suppliers, sourcing channels), and the management and handling of 

supplier relationships. (Salmi 2006: 198 

3.1 Product characteristics and supply chain configuration 

 

Fisher (1999) emphasizes the importance of a match between product characteristics and 

supply chain configuration. He distinguishes between functional and innovative products, 

whereas the former are the ones with a predictable demand, long product life cycle and low 

variety, while the latter are characterised by a high product variety, short product life cycle 

and unpredictable demand.  According to him innovative product need a market-responsive 

supply chain that can react quickly on changes in demand with the ambition to reduce stock-

outs, markdowns and obsolete inventory. An efficient supply chain is most suited for 

functional products, where the primary purpose is to supply predictable demand at the lowest 

possible cost. (Fisher 1997: 106-08) Christopher, Peck and Tomwill (2006) created a similar 

taxonomy of supply chain strategies where they in addition to the product dimension  

(standard or special) also considered replenishment lead-times as decisive factor. Through a 

case study of Mark & Spencer, they illustrate the importance of constructing different supply 

chains for different types of apparel products. It can also be useful to divide the total demand 

in one product into “base” and “surge” demand. “Base” demand are more predictable and less 

risky and thus can supplied through “lean” principles, whereas the “surge” demand is volatile 

and unpredictable and needs the responsiveness of the “agile” and responsive chain. 

(Christopher et al: 2006: 279-85) 
 

Sourcing strategies in the apparel industry are shaped by the varieties in end-consumer 

preferences when it comes to price, quality and innovativeness issues. One of the 

distinguished features of the apparel industry is the unstable demand caused by to seasonal 

variations and fashion issues. Products have a relatively short-product cycle, which makes 

forecasting a challenging task. In addition both the number of product variations (stock-

keeping-units) within a season and the diversity in product types from basic products to high 

fashion ones’ further complicates the manufacturing and sourcing strategies. For the most 

innovative products, the responsiveness level may be just as important as the price or quality. 

For these, the sourcing strategy needs cope with volatile demand, short product cycles and 

high-shares of low volume garments. For product niches where there is an even demand for 

standardized products, more focus can be put on the price as the area of competition (Åkesson 

et al: 2007: 241)  
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Jin (2004) argues that for apparel products with high demand uncertainty more local sourcing 

is preferable, while for products with a more stable demand produced in large volumes cost 

benefits can be utilized through global sourcing. (Jin 2004: 1294, 1302,03) Furthermore 

Bolisani et al (1996) show how apparel firms that produce high-quality garments often focus 

on close-collaboration relationship with suppliers in cultural and geographical proximity. 

(Bolisiani & Scarso 1996: 81) The complexity of the products can also affect their ideal location 

for manufacturing. Because a complex product often require more manual labour, 

manufacturers in countries with low wages will have a low production costs in these products. 

The volume-value density of a product decides whether the product can bare high 

transportation costs, and thus is yet another product feature that influence the choice of 

manufacturing location.  (Jones 2006: 182)  

 

3.2 Local versus Asian sourcing 

 

With the attraction of a presumably lower production cost due to low-wages and less 

regulatory control, much of the apparel manufacturing has migrated from the developed 

economies in USA and Europe to developing Asian countries. China is today regarded as the 

world´s-manufacturing powerhouse, and is also the epicentre of apparel manufacturing (In 

2009 35 % of the world’s clothing exports came from China). (Ceglowski & Golub 2011: 1) 

Cost motives are not the only explanation behind this development though. Many Chinese 

manufacturers have been involved in apparel production for export 30 or so years and now 

posses the skills and expertise in production that previously could be found in other parts of 

the world.   Western firms frequently mention both the quality and the availability of goods 

and services as drivers behind Asian sourcing. Today Asian suppliers can offer goods at 

similar or even better quality than their European and American counterparts. (Quintens et al 

2005: 58) In 2010 the total export of textiles in the world were valued at $251 billion. 56,7% 

of the total export came from Asian countries.  In clothing, Asia stood for 57 % of the world´s 

total exports of $351 billion. (WTO 2011: 121,128)  

 

For western apparel firms, having Asian suppliers entails interaction with firms from 

culturally and geographically distant spheres. As Levy (95) point out location choice in 

sourcing strategies is often a trade-off between utilization of location specific advantages and 

problems arising from increased geographical and cultural distances. Although technological 
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advances have reduced the speed and cost of transportation and communication, distance still 

may be a significant barrier and lead to increased cost of inventories, transportation and 

administration, as well as longer lead-times. Levy found that when shipping and lead-times 

are long, disruptions could generate substantial and unexpected cost, through expedited 

shipping, high inventories and lower demand fulfilment. (Levy 95: 345,46,56) Jones (2006) 

identifies coordination cost, extra financial and documentation costs, export taxes, cost of 

overseas offices, additional warehousing, transportation and insurance charges, and 

heightened risk of failed deliveries, as ‘hidden cost’ that adds to the production cost when 

sourcing internationally. (Jones 2006: 177,78) Lowson (2001,2003) is another scholar occupied 

with the ‘hidden cost’ of international sourcing. He also introduces something he calls ‘the 

cost of inflexibility’, which is often neglected in the sourcing decision. He shows that there is 

a direct relationship between lead-times and major sales forecasting errors for European 

clothing retailers, and that response times as well as flexibility in volumes and the product 

mix are important supplier criteria alongside low production cost. Thus, if one account for the 

‘hidden’- and ‘inflexibility’ costs often associated with offshore sourcing, domestic suppliers 

might prove to be just as cost efficient despite higher production cost. (Lowson 2001: 546,47, 

2003: 345) 

 

Staritz (2011) on the other hand find that Asian suppliers to a large degree have restructured 

their manufacturing processes and are now able to produce shorter runs and offer constant 

streams of new clothes for European buyers. This explains why imports from Asian suppliers 

over regional ones have increased over the last years, despite the focus in the industry on 

production flexibility.  The effect the distance has on lead-times from Asian suppliers has also 

been reduced through improved infrastructure and better organization of logistics, as well 

local sourcing of fabrics. (Staritz 2011:31) A common strategy for many firms today is so 

called dual- or double sourcing. This involves having one close, responsive and expensive 

supplier, and one distant, slow and inexpensive supplier for the same garment. This way one 

can utilize both the low-cost of distant Asian suppliers, and the responsiveness of a supplier 

located nearby. Dual sourcing proved to be a common strategy for the larger firms in a study 

from Åkesson et al  (2007) of Swedish apparel firms. (Skjøtt Larsen et. al 2007: 227) (Åkesson et 

al 2007: 743,754) 
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3.3 Sourcing channels 

 

The choice between sourcing channels is roughly one between sourcing directly from a 

manufacturer and sourcing from a manufacturer through an agent (indirect sourcing). One of 

the advantages of direct sourcing is that the buying company is closer to the manufacturing 

process and can thus better control product quality and achieve flexibility in production. 

Furthermore research show that lead-times can be reduced and margins increased by cutting 

out middlemen in the chain. (Palpacuer et al: 418-20) (Åkesson et al 2007: 74,6 754,755)   

 

However, establishing successful direct relationships with geographically distant suppliers 

most often involves a significant investment in one or more overseas buying offices. These 

offices handle a wide array of issues including product design, input selection and sourcing, 

screening of- and negotiation with suppliers, as well as monitoring the production functions 

handled by the supplier firm. To avoid the large investment that goes with having an overseas 

office, smaller firms might choose to go through an intermediary and engage in an indirect 

relationship with its suppliers. Since these firms often don´t have the time, resources and 

qualified staff to search for suppliers that can deliver quality products at an acceptable price, it 

makes sense to leave these functions to a specialised actor. This way they can reduce their 

own overhead costs and risks associated with overseas sourcing. (Quintens et al. 2005: 67) 

(Palpacuer et al: 423) (Staritz 2011: 30) 
 

Studies of large American and European apparel firms in the apparel industry done by Staritz 

(2011) and Gereffi and Frederick (2010), show that these actors more and more prefer having 

direct relationships with a few capable suppliers. Still they use a mix of direct- and indirect 

relationships, but intermediaries are either used for specific high-quality, low-volume 

products, or when they enter new sourcing markets in order to reduce the risk involved. 

Especially global trading houses and manufacturers that are large enough to have production-

facilities in several countries are attractive intermediaries for these firms. In a study of 

Swedish apparel firms and their sourcing strategies Åkesson et al (2007) found that most of 

the firms sourced the majority of their garments from low-cost markets in Asia. The same 

trend was observed in Palpacuer et al.’s (2005) research that involved Swedish and Danish 

apparel firms. Direct relationships with suppliers were most prominent, but also the use of 

agents was quite common especially among the smaller actors. The main motivation for the 
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use of agents was that they helped to bridge cultural and geographical differences between 

buyer and supplier. (Åkesson et al 2007: 755,56) (Palpacuer et al: 427,28) (Staritz 2011: 30:31) 

(Gereffi & Fredrick 2010: 66,67 

 

3.4 Supplier relationship management 

 

Suppliers are now often responsible for material sourcing and are managing a growing 

number of processes and functions previously controlled by the buyers. Supplier performance 

has thus become crucial for the buyer´s ability to compete and the management of supplier 

relationships is a key to ensure their performance. Many scholars such as Fredriksson and 

Jonsson (2009) Frohlic and Westbrook (2001) and Wong (1999), emphasize that tightly 

integrated and long-lasting cooperative relationships are a vital in order to achieve better cost, 

quality and dependability performance.  Handfield & Nichols (2004) stress that global 

supplier networks cannot be managed by “automatic pilot”, as differences in language, 

culture, customs and business practices make relationships with foreign suppliers more 

challenging, and procedures need to be applied differently across supplier locations. They 

highlight the importance of mutual trust between the buyer and supplier. This can best be built 

through effective communication and information sharing, mutual obligations, and relations 

built through personal meetings rather than purely by electronic means. (Handfield & Nichols 

2004 29-31) (Fredriksson & Jonsson 2009: 231) 

 

Gadde and Håkansson (2001) underline that buying firms must be aware of the economic 

effects different levels involvement with suppliers can have. High-involvement relationship 

often is costly to handle due to mutual adaptations and relation-specific investments, but these 

costs can be balanced by an increased efficiency that leads to cost- and revenue benefits over 

time. Low-involvement relationships are less costly to handle, and because of little 

interdependencies between buyer and supplier, the buyer can more easily switch suppliers and 

thereby reduce transaction uncertainty and exert price pressure.  However, with  “arm’s 

length” relationships with your suppliers, efficiency improvements are more difficult to 

achieve. Managing is about using each individual supplier in an appropriate way, and getting 

the best out of your all the suppliers in your network combined. To do this it is important to 

monitor and modify supplier relationship, by evaluating the cost and benefits of the 

relationship itself rather than the supplier. Especially in high-involvement relationships it is 

vital to have motivated suppliers.  A strategy that handles the dependency-, as well as builds 
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trust and commitment between the parties is therefore needed. (Gadde & Håkansson 2001: 136-

40, 144-151) 

 

Several studies have focused explicitly on how western apparel firms manage relationships 

with Asian (Chinese) suppliers. Murray et al (2007) find that quality performance often is 

hindered by insufficient translation of the design specification from the buyer. Language - as 

well as cultural differences in regard to the daily use of technology proves to be barriers to 

effective communication. The elimination of the problem of information being lost in 

translation from English to Chinese is important to avoid quality and design deficiencies. The 

importance of clear product specifications and the establishment of a local office with locally 

hired staff familiar with the Chinese language and business culture are vital according to Fang 

et al. (2004). In addition building and nurturing a strong relationship with Chinese suppliers 

can help overcome differences and be a success factor in price negotiations. 1 Popp et al. 

(2000) note that it can be wise to use an intermediary that is culturally and linguistically 

affiliated with the sourcing country for monitoring quality in production. (Murray et al 

2007:395-97) (Popp et al 2000:160)	  (Fang,	  Olsson	  &	  Sporrong	  2004:	  24) 
 

In his study from 2006 Salmi explores the relationship between of Finnish firms and Chinese 

suppliers across several industries. Firms in this study experience that personal-connections, 

face-to-face contacts and business relationships characterized by harmony are traits of the 

Chinese business culture. Alongside the quality and specification issues from the above 

studies, the exposure of potential delivery problems in time can be problematic when dealing 

with Chinese suppliers. They also find that commitment from both sides is important for a 

fruitful relationship, but given the relative small size of the Finnish firms, commitment from 

some large Chinese suppliers might be lacking. They experience that Chinese suppliers 

sometimes either are prone to switch partner if a more promising one turns up, or, if they 

continue to supply the Finnish firm, they do not deliverer goods at the appropriate quality. 

(Salmi 2006: 199-203) 
 

4.0 Focus of my thesis  

 

Over the last decades, Asia and especially China has been an attractive location for sourced 

manufacturing for apparel brands and retailers in Europe, mainly due to the low-labour cost, 
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but also because of Asian manufacturers’ ability to produce quality products in large 

quantities. With the increased focus on fast-fashion and quick response retail strategies, lead-

times and flexibility in production have become significant areas of competition in recent 

years. In this context the geographical distance to the European market works against Asian 

manufacturers compared to ones that are located in- or closer to Europe, and make them less 

attractive even though they are superior in terms of price/quality ratio. In addition, corporate 

social responsibility (CSR) has become a hot theme in the media. Attention has been brought 

to the often-poor labour conditions for workers in developing countries and the 

responsibilities of western firms to help better these conditions.  

 

These developments have made sourcing from Asia more challenging. However western 

apparel firms seem to be able to cope with these challenges. By engaging in closely integrated 

buyer-supplier relationships with their Asian suppliers and pursuing a double-sourcing 

strategy, the handicap in flexibility and lead-times have been reduced. Differences in 

language and ways of conducting business between Europe and Asia can cause design and 

quality deficiencies, as well as problems with the reliability of shipments of products. Mutual 

trust building through face-to-face contacts and the establishment of long-term relationships 

are ways of limiting problems arising from cultural distances. The management of successful 

supplier relationships are nevertheless resource demanding, as they often imply the 

establishment of overseas buying offices and employment of staff with extensive knowledge 

about the Asian sourcing market.  (Salmi 2006: 202)  (Murray et al 2007:395-97) (Fang et. al 2004: 

24) 

 

Research from Staritz (2011) and Palpacuer et al (2005) show that the largest buyers globally 

tend to follow a supply chain rationalization strategy, which involves a consolidation of the 

supply base and sourcing countries, concentration on core suppliers, having highly capable 

suppliers both in manufacturing- and non-manufacturing activities, and detailed performance 

monitoring and demanding selection principles for new suppliers. Intermediaries are used 

either for high-quality products in small quantities, when they can provide extra services in 

design or post-production, or to reduce risk when buyers enter new supply markets. This goes 

for the largest global actors in the apparel industry, with huge organizations, vast resources 

and thus a considerably power and influence over their suppliers. Therefore, I find it 

interesting to pursue Staritz’ question of whether there might be crucial differences in 
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sourcing strategies and practices between large buyers on one hand and small and medium 

ones on the other? (Staritz 2011: 30,38) 

 

Palpacuer et al (2005) describe how the Scandinavian firms in their study, differs from firms 

originated in UK in the way they are managing their supplier networks.  While the UK firm 

develops analytical and managerial instruments, and focus on numbers and rules, the 

Scandinavian ones manage their external relationships in a more informal way. They 

characterize the ‘Scandinavian model’ as  “sourcing networks whose direct buyer– 

manufacturer relations and high levels of concentration reflected steady build-ups of volume 

with a small number of long-term suppliers, supplemented by new face-to-face searches.” 

(Palpacuer et. al 2005: 423)  In relation to this study I find it interesting to see if the 

Scandinavian firms in my study have similar strategies to each other, or if not, how the 

differences between them can be explained.  

 

Smaller buyers face the same challenges arising from cultural and geographical distances as 

larger ones, but may choose to follow different strategies due to issues arising from their 

smaller size. In order to effectively operate global supplier networks time, extensive resources 

and appropriate staffing are necessary. Studies by Åkesson et al (2007) and Palpacuer et al 

(2005) show that smaller firms use indirect sourcing (agents and intermediaries) to a larger 

degree than large buyers.  I want to investigate how Scandinavian buyers in my study use 

intermediaries and other external partners. Do they us them to a larger extent, or for a 

different purpose than larger buyers because of limited resources, capabilities and skills 

within their own organizations? In addition, research findings suggest that the use of 

intermediaries is more common among firms that are in the early phase of their international 

sourcing and purchasing. These firms find the intermediaries’ knowledge and network 

connections useful to avoid problems with language, customs and business practices when 

entering new supply markets. The number of years the firms in my study have sourced from 

Asian suppliers is thus something that might affect their strategies when it comes to the use of 

intermediaries. (Quintens et al: 2005: 67)  

 

I also wish to find out if there is other issues related to the size of the buying firm can affect 

the nature of its relationship with their Asian suppliers.  According to Salmi´s (2006) study, 

smaller Finnish firms sometimes experience a lack of commitment from Chinese suppliers 

because of their size.  Therefore I want to ask whether the firms in my study experience that 
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the volume and total value of the products they source from an Asian supplier their 

attractiveness as a partner, and thus make it more difficult to find suitable ones? Furthermore I 

want to see if double-sourcing strategies are pursued by the firms involved in the study, and 

how this affect their relationships with Asian suppliers. In their study of Swedish apparel 

firms, Åkesson et al (2007) find that a double sourcing strategy are reserved for the biggest 

firms in terms of turn-over and number of suppliers. (Åkesson et al 2007: 750-54) (Salmi 2006: 

203)  

 

4.1 Research contribution  

 

In my thesis I want to explore how Scandinavian apparel firms with presumably smaller 

organizations than the largest global buyers, structure their relationships with Asian suppliers.  

My focus will be on the nature of the relationships between the buyer and the supplier, as well 

as to what extent the use intermediaries such as agents and auditing firms is included in their 

sourcing strategies. By illustrating the trade-offs and compromises Scandinavian apparel 

firms have to deal with when sourcing from suppliers in Asia I hope to supplement existing 

research related to the area of Asian sourcing. I want see to which extent firms with many of 

the same characteristics have similar strategies, and whether a ‘best practice’- strategy can be 

identified. Furthermore I will investigate if the size of the firms and their years of experience 

in Asian sourcing, shape individual firms’ strategies, and explain possible differences 

between them.  My thesis is of an exploratory nature with the ambition to develop some 

propositions and hypothesises that might be further investigated and elaborated in future 

research.  

 

To limit the scope of my thesis, I have chosen to treat Asia as one sourcing location where 

Scandinavian firms face explicit challenges due to the geographical and cultural distance. Of 

course this is major simplification, as Asia is a vast continent with huge variations in culture, 

language, government types and development level. Nevertheless, Asian countries have in 

common that they are geographical and cultural distant to Scandinavian firms.  My focus will 

be how Scandinavian firms organize and manage their supplier relations to mitigate the 

problems that may arise from this distance. To some extent my thesis also touch upon the 

different firms experiences with having production in various Asian countries.  However, a 

more explicit analysis of motivations and considerations behind the exact choice of location 

within Asia will be left for other studies to focus on.  
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4.2 Theoretical background 

 

As the review of the literature suggests, strategies concerning the structure and management 

of Asian supplier networks are shaped by an almost overwhelmingly amount of different 

factors, both external to- and within the individual firm.  The context in which decisions have 

to be made is dynamic and constantly in change. Hence, the decision-makers on a firm-level 

are bound to encounter multiple dilemmas that call for several compromises, trade-offs and 

alterations of their strategy along the way.  Because of this complexity in my area of research 

I am hesitant to build my thesis on a strong theoretical foundation and will rather use the 

findings and patterns from the literature review as a basis for my research and pursue them in 

an exploratory fashion. That being said, I think that the works of Mintzberg (1978)(1985) and 

Waters (1985) regarding patterns in strategy formation will be interesting as a basis for an 

analytical discussion of the different thoughts and considerations behind Scandinavian apparel 

firm´s strategies when sourcing from Asia.  

 

In various research papers Mintzberg and Waters (1978, 85) have challenged the perception 

of strategy as something explicit, developed consciously and purposefully and in advance of 

the specific decisions to which it applies. They call this formulation of the strategy for the 

intended strategy, and argue that this is only a part of the overall strategy formation. The 

realized strategy defined as “patterns in a stream of decisions” (Mintzberg 1978: 934), may also 

form gradually, sometimes unintentionally, as the strategy-maker makes decisions one by one. 

Because every strategy-maker faces an impossible overload of information, there is no 

optimal process to follow, and the dichotomy between strategy formulation and 

implementation often become a false one due its failure to account for influences from the 

external environment.  For them it is important also to highlight the strategic learning that 

must often follow the conception of an intended strategy. A realized strategy that that never 

was intended, either because of no strategy was intended or because one was displaced along 

the way, is called an emergent strategy. In their theoretical model, this complements an 

intended strategy that was realized and became a deliberate strategy, and unrealized strategies 

that are intended strategies that never got realized, perhaps because of misjudgements of- and 

changes in the environment. (Mintzberg 1978: 934- 48) (Mintzberg and Waters 1985: 257-58) 
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Figure 4.1. Intended – Realized strategies. Source: Mintzberg & Waters (1985) 

 

In practice there are a host of different relationships between realized and intended strategies 

beyond the three in the model above. The notion of strategic learning implies that emergent 

strategies that gets realized, over time change the intentions of the strategy-makers in an 

organization. Deliberate strategies can thus be emergent strategies that have been uncovered 

and later formalized as intended strategies. Unrealized strategies are of course another source 

of learning, as managers analyse why their intended strategies, either because of the 

conditions within their own organization or in the external environment, did not get realized 

(Mintzberg & Waters 1985: 270-272) 

 

Given the challenges the strategy-makers in Scandinavian apparel firms face in their 

management of Asian supplier networks, due to an ever-changing external environment, as 

well limits and constraints within theirs own organizations, I think it will be interesting to 

investigate and discuss how the strategies are formed. Thus, although reality always is more 

complex than illustrated in a theoretical model, I want to use the concepts of intended, 

unrealized, deliberate, emergent strategies to analyse and discuss the development and 

motivations behind Scandinavian apparel firms’ Asian supplier network strategies at the end 

of my thesis.  
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4.3 Research Questions:  

 

• How do Scandinavian apparel firms structure and manage Asian supply networks, in 

order to overcome challenges arising from the geographical and cultural distance, and 

secure appropriate supply chain performance on price, quality, flexibility, lead-times, 

reliability and CSR?  

 

• What are the similarities and differences in the strategies of the firms in the study? 

How can these be explained? 

 

• To what extent are the Scandinavian firms realized strategies a result of emergent 

and/or intended strategies?  

 

5.0 Methodology 

 

5.1 Philosophy of Science  

 

Within social sciences there exits several schools of thought carrying different views and 

assumptions concerning how the world functions, which again affects the way they look at the 

purpose of -, and the appropriate methods used for research.  The views and assumptions of 

any given researcher are often referred to as a research paradigm. Kuhn (1962, 70) defines a 

paradigm as “ the underlying assumptions and intellectual structure upon which research and 

development in a field of enquiry is based”.  By accepting certain postulates as being true 

without having to question or defend them, research can be conducted in a more efficient 

way. Central in any research paradigm are the concepts of epistemology and ontology. In 

short ontology is what really exists and how reality is constituted, whereas epistemology 

concerns the nature and scope of knowledge, as well as how it is produced and justified. 

(Easton 2010:119) (Danemark 2001:2) 

 

 The positivistic paradigm regard the social world as equivalent to the natural world in the 

sense that it is a structure composed of a network of determinate relationships between 

constituent parts. The purpose of research is to identify these relationships through what can 

be observed and measured in an objective way. Positivists prefer research methods involving 

the gathering of quantitative data, in which the systemization of the collected data can allow 
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for the generation or testing of theories. The aim of research is to look for regularities and 

causal, law-like relationships, and should strive to include a large number of observations in 

order to make generalizations about the world in an objective manner. In contrast, schools that 

emphasize the subjective nature of social sciences such as social constructivist, look at 

knowledge-, and in the most extreme sense, also the reality as something that is socially 

constructed and thus not exists independently of the human mind. In this paradigm every 

social phenomena carries a mutual and subjective meaning, hence reality and knowledge do 

not exists in an objective sense. The purpose of research is to investigate how these 

constructions of different social phenomena are carried out, which favours qualitative 

methods where results are descriptive and not a basis of which generalisations are made. 

(Alvesson & Sköldberg 2009:15-17,36-38) (Morgan & Smircich 1980: 492-94) 

 

The paradigm that underlines the research conducted in my thesis is that of critical realism. 

This paradigm shares with positivism the interest in the objective world, the identification of 

patterns, generalisations and finding causalities. However, since subjects of study in social 

sciences can be considered open systems where relations are complex, causality can exist on 

different levels. Where positivists view causality as predictable patterns, critical realists see 

causality as the generation of tendencies rather than inevitable, specific and measurable 

conditions. The English philosopher R. Bhaskar first articulated this paradigm, where he 

distinguished between three domains of reality; the empirical – what can be observed and 

measured, the actual – what exists independently of what we observe, and the real – those 

mechanisms and structures that are taken to generate empirical phenomena. According to 

critical realism the purpose of research is to explore the realm of the real domain, and 

investigate how it relates to the other two domains. Something is real if it has causal effects, 

and they regard social constructions such as ideas and discourses as objective phenomena and 

something ‘real’ just as much as material objects. (Alvesson & Sköldberg 2009: 40-45) 

 

In my study of different Scandinavian apparel firms’ sourcing strategies in their relations with 

Asian suppliers, the critical realist paradigm makes some sort of foundation in the sense that I 

look for mechanisms that to a certain extent can explain a specific behaviour or a social 

phenomenon. Furthermore, the firms in the study have a wide array of products being sourced 

and have to handle relationships with multiple actors spread across different locations, in 

which several performance indicators have to be considered simultaneously. Hence, I will 

argue that they are a part of an open system with complex relations, which makes the 
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identification of causal patterns in a statistical matter a difficult task. Instead I will focus on 

the critical realists view on causality as the generation of tendencies, and see which 

mechanisms either contextual or related to the individual firm, that affect the buyer-supplier 

relationships in my study. Qualitative research methods will be used rather than quantitative 

statistical ones. Critical realists stress that the analysis of underlying often un-observable 

mechanisms and structures behind phenomena is what it takes to create theories that are not 

just concentrates of data. Research should aspire not only to explain the world, but also to 

change it. Here is where my thesis diverges from the critical realist paradigm. Although, my 

ambition is to identify some underlying structures and mechanisms that affect Scandinavian 

firms´ strategies, my analysis is based observable data gathered through interviews, and is 

therefore maybe more related to the positivist paradigm in this respect. Given my academic 

level I find it challenging enough to describe and on some level explain the phenomenon of 

Asian sourcing strategies, and therefore can´t be said to follow all the ambitions and methods 

of the critical realist paradigm. (Alvesson & Sköldberg 2009: 39,43) 

 

5.2 Method - Case study research 

 

Alvesson & Sköldberg (2009) mention comparative case studies as one of the research 

approaches that is suitable within critical realism, while Easton (2010) holds that a critical 

realist case study are particularly appropriate when studying a relatively clearly bounded, but 

complex phenomenon, which inter-organisational relationships is an example of. As for the 

nature of the research question it must try to identify “what caused the events associated with 

the phenomenon to occur” . (Alvesson & Sköldberg 2009: 43) (Easton 2010: 124). Yin (2009) 

defines a case study as “an empirical enquiry that investigates a contemporary phenomenon in 

depth and within its real-life context, especially when the boundaries between phenomenon 

and context are not clearly evident…that relies on multiple sources of evidence, with data 

needing to converge in a triangulating fashion, and which benefits from the prior development 

of theoretical propositions”.  (Yin 2009: 18)  

 

The phenomenon investigated in my thesis is the structure and management of the 

relationships between Scandinavian apparel firms and their Asian suppliers, and how this 

relates to the supply chain performance. The unit of analysis in my study is thus the 

Scandinavian firms’ Asian supply network strategies.  I’ve chosen to use a case study method, 

because the motivations and strategies behind sourcing decisions is a contemporary 
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phenomenon, which is difficult to isolate from its context. In the first instance I want to 

describe the relationships, but in the next phase also try to provide possible explanations as to 

why these are structured in the way they are. My case study will divided between an 

exploratory part where investigate each firms relationships with their Asian suppliers 

separately, and a explanatory part where I try to find causes for similarities and differences in 

firm strategies by conducting a comparative case analysis. The comparative case study is thus 

exploratory in nature, but also an element of theory building is included, as my ambition is to 

identify key variables connected to firm- and product characteristics that affect Scandinavian 

apparel firms’ Asian sourcing strategies. (Voss et al 2009: 198) 

 

5.2.1 Sample: Replication logic 

 

Multiple cases may reduce the depth of study when resources are constrained, but can both 

augment external validity, and help guard against observer bias.  In the design of multiple 

case studies Yin (2009) argues that the selection of cases need to follow a different logic than 

in the selection of respondents for a survey or an experiment. Rather than to follow a 

sampling logic, cases should be picked based on replication logic. He distinguishes between 

two types of replication logics in multiple case designs; cases are selected so that they either 

a) predict similar results (a literal replication), or b) predict contrasting results but for 

anticipated reasons (a theoretical replication). (Yin 2009: 54) (Voss et al 2002: 201) 

 

The firms in my study have many common characteristics, and are what Gereffi (2002) calls 

‘organizational buyers’ or as Åkesson et al (2007) put it “ firms who for resell purposes 

engage in sourcing of garments and who also make specifications concerning the garments 

that have implications for their manufacturing.” (Åkesson et al 2007: 745) (Gereffi 2002: 8) They 

are all based in Scandinavia and source a large part of their products from Asian 

manufacturers.  In addition they sell the same type of apparel products, which are technical 

outdoor clothing for the mass-market with a high focus on quality.  The cases investigate 

similar type firms, from the same place of origin, with shared characteristics in terms of the 

products they sell and their end markets. They can thus be expected to meet the same 

geographical and cultural barriers in Asia, as well as have similar expectations and face many 

of the same dilemmas when it comes to their supply chain performance in relation to the 

criteria of price, quality, flexibility, reliability, lead-times and corporate social responsibility 

(CSR). In this way the cases are selected on the basis of literal replication logic, because 
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similar results can be expected across the cases due to the shared characteristics of the firms 

in the study. 

Table 5.1: sample framework 

 

However I also aim to explore whether differences in certain firm- and product characteristics 

might lead to diverging strategies between firms in the same industry.  Since firm size is one 

characteristic that can be thought to influence sourcing strategies, I therefore approached 

companies of different sizes in my search of appropriate cases for my thesis. Firm size is thus 

the characteristic that my sample selection is based on. In addition, the firms in the study also 

differ on variables like years of experience in Asian sourcing, the volumes sourced from 

Asian suppliers, the price-quality focus of their products and to which degree they sell their 

products outside Scandinavia. Whether the differences between the firms in my study across 

these variables lead to diverging firm strategies linked to their sourcing in Asia is something I 

want to investigate. I have thus used a theoretical-, as well as literal replication logic when 

selecting cases for my thesis.   

 

In total I approached 10 Scandinavian apparel brands. Two of them did not answer, four 

responded negatively to my request due to either time- or capacity issues, and four companies 

agreed to take part in the study. As explained above I wanted to include firms of different 

sizes in my study. In relation to this I think that the four firms that agreed to take part in my 

study are sufficiently dissimilar in size to provide for a good sample. If anything, it would 

have been beneficial if one or two more of the smaller ones had accepted participate. The two 

biggest firms that I approached both agreed to take part, as did two of the smaller ones. In 

addition, a larger sample might have given me more variety among the other firm-

Shared characteristics 

(literal replication): 

Diverging characteristics  (theoretical replication) 
Size (turn-over):  

Relative size small (A) – >large 

(D) 

Others  

-‐ “Branded marketers” 

-‐ Scandinavian based 

-‐ Sell technical outdoor 

sportswear for the mass 

market  

-‐ Scandinavia (Europe) 

main market 

Firm A:  € 10-40 million -‐ Years of experience in 

Asian sourcing 

-‐ Volumes sourced from 

Asia, size of the 

organization 

-‐ Price-quality focus of 

the products 

Firm B: € 10-40 million 

Firm C:  € 75 million ->   

Firm D: € 75 million ->   
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characteristics (firm experience, sourced volume etc.) and a thus richer basis for my analysis. 

Nevertheless, I will argue that since there was no obvious pattern linked to the firms that did 

not want to participate in my study, and my sample consists of a mix of both smaller and 

larger firms, the four cases included in my thesis should give my study acceptable external 

validity and rich enough information for an interesting analysis.  

 

 

5.2.2 Data collection 

 

The data in my study have primarily been gathered through semi-structured interviews with 

well-informed respondents within the firm´s in the study.  The operational measures are partly 

based on information from previously conducted interviews (June 2012) with two 

representatives from Firm D in the study. Through these interviews I got an overview of the 

processes, structures and actors involved in the apparel value chain, which gave me valuable 

insights on the challenges and considerations that a Scandinavian apparel firm face in their 

organization and management of their Asian supplier networks.  Hence, these interviews 

served as a pilot case study, and my entry to the field where explored a broader set of issues 

connected to apparel sourcing in Asia. On the basis on information of this pilot I was able to 

narrow down the scope of my paper, and focus on the areas that were most relevant and in 

which information where accessible. This helped me to identify the correct operational 

measures for the concept being studied, which increases the construct validity of my study. A 

research protocol of the pilot-case study is included in the appendix. (Yin 2009: 40, 92.94)  

 

All the interviews were conducted in January & February 2013. The principle of triangulation 

is important in case study research, and involves collecting data from multiple sources, often 

using several research methods. It also help to ensure that another researcher could repeat the 

operations of the study and produce the same results, and thereby increases the reliability of 

the study. Multiple respondents are recommended to reveal possible subjectivity or biases of 

the informants. Thus to ensure triangulation my ambition was to try to interview at least two 

people in each organization. This ambition was not fulfilled for all the four cases though, 

basically because with some of the firms in my study things came up which limited my access 

to only one person in their organization. With Firm D I interviewed two people as a part of 

my pilot-case study, and one of them again later again, three interviews in total. In Firm C I 
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interviewed two persons, but as a part of the same interview, while one person each were 

interviewed in Firm A and B.  

 

As a result, the information in the cases to a certain degree can be expected to suffer from the 

informants’ subjectivity and biases. Furthermore the principles of triangulation have not been 

followed to the fullest, as the information gathering is based on one method (semi-structured 

interviews) and a limited number of sources within each case. Nevertheless, I will argue that 

given my limited resources and time, the robustness of the information in the cases are 

acceptable.  According to Voss et al (2002) “If a set of questions can be reliably answered by 

one ‘key informant’, then the research process should focus on identifying these and 

validating that this person(s) is indeed one.” (Voss et al 2002: 203) The people interviewed 

where typically either executives in charge of logistics and Asian sourcing strategy or 

purchasing managers directly involved with Asian suppliers. Hence I feel that I interviewed 

the people that were best informed about the structure and management of Asian supplier 

network in their organization, and that although the reliability would have been improved, 

more interviews would not necessarily have increased the richness of the data. 

 (Yin 2009: 40) (Voss et al 2002: 205,206) 

Table 5.2 Interview respondents 

 

The firms as have been kept anonymous at their own request. Although the topic of the thesis 

is not very controversial, the firms in the study revealed considerations and experienced that 

have formed their strategies and thus their competitive edge. Hence they did not want all this 

information to be publicly available with their names attached. Even though this makes it 

more difficult for other researchers to collect information on the exact same cases in the 

future, if anything, I think that the anonymity is an advantage, because it makes the 

informants share things that they otherwise would have been hesitant to share. At the same 

time enough characteristics and information about the firms are revealed in the study, so that 

my study can be helpful as a basis for research on the same topic in the future. (Yin 2009: 181, 

182) 

Firm Informants (Number) 

A CEO  (1)(Previously spent 10 years as the head of their Asian office) 

B Director of Supply Chain (1) 

C Purchasing Managers, Logistics coordinator (2) 

D VP Merchandising, Sourcing and Development, Asian Sourcing Director (2)  
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All the interviews were taped.  Narratives were written and subsequently sent to the 

informants, for them to give their feedback and clear up possible misunderstandings. I also 

asked the informants additional questions, which I felt were not properly addressed during the 

interview, in these e-mails. This way I assured that the informants and I agreed about the 

actual facts of the cases, which enhances the construct validity of the study. To increase the 

reliability of the study, a research protocol have been developed, which includes an overview 

over the case study project, the field procedures, case study questions and interview guide, the 

case study report, and an outline of the comparative analysis   This is found in the Appendix. 

Written narratives and tape recordings of the interviews are included on a CD. (Yin 2009: 

183) 

 

5.3 Conceptual model and Theoretical propositions  

 

Based on the literature review I have formulated some theoretical propositions connected to 

apparel sourcing from Asian suppliers by western firms.  

1) By sourcing from Asian suppliers as opposed to European ones, Scandinavian firms 

can exploit location specific advantages, which allow for quality products being 

delivered at a lower price.  At the same time, increased geographical distances and 

cultural barriers might cause problems in terms of increased lead-times, decreased 

flexibility and reliability, as well as in quality - and corporate social responsibility 

issues.   

2) Scandinavian firms try to overcome these barriers by developing strategies that 

address the ideal structure of their supplier relationships, the management of these 

relationships and the use of external actors such as intermediaries, agents and auditing 

firms.  

3) The  (intended) strategies of the individual firms are shaped by firm characteristics 

related to their size and experience in Asian sourcing as well as characteristics of the 

products being sourced. In addition these characteristics can be thought to impose 

challenges and constraints on a firms’ actions in such a way so that an emergent 

strategy appear over time. The realized strategy of the individual firm might thus be a 

mix of both an intended strategy, and an emergent one that are developed through 

years of experience in Asian sourcing.   
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In my conceptual model I have created the four different constructs; (1) supplier relationship 

structure and management (2) supply chain performance, (3) cultural and geographical 

barriers and (4) firm and product characteristics. The aim of my paper is to investigate how 

Scandinavian apparel firms organize their Asian supplier networks in order to best secure 

performance on the criteria of price, quality, reliability, flexibility, lead-times and CSR. The 

structure and management of the supplier relationships will thus be the independent variable 

and supply network performance the dependent. Furthermore it can be expected that certain 

geographical and cultural barriers that are equal to all firms in the study affect the 

performance of the supply networks. These barriers are thus treated as a constant in the 

model. In addition I want to explore how certain firm- and product characteristics influence 

the supplier network performance of the individual firms and also in turn their strategies. 

These characteristics are therefore treated as an intermediate variable in the model.  

 
Figure 5.1 : Conceptual model 

 

5.4 Operational measurements 

 

In case studies one of the challenges for the researcher is to develop a set of operational 

measures (definitions) that are used to collect the data. (Yin 2009: 41) The measures in my 

study are qualitative by nature and are derived from a study of the literature, as well as 

previously conducted interviews with two representatives in one of the firms included in my 

study. Due to the exploratory nature of my research, I have decided to investigate a wide array 

of different measures initially as a foundation for the analytical part of my thesis. In this part 

Independent	  
variable:	   

Strategy:	  Supplier	  
relationship	  
structure	  and	  
management 

Dependent	  variable 
Supply	  chain	  
performance	   

Intermediate	  variable(s): 
Firm-‐	  and	  product	  characteristics	  	   

Constant	  (external	  context):	  Cultural	  
and	  geographical	  barriers 
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the importance and relevance of the different operational measures will be discussed, and I 

will focus on those measurements that I find most relevant in order to give satisfying answers 

to my research questions.  

 

Firm- and product characteristics 

• Firm size (no of employees, turn-over) 

• Years of experience in Asian sourcing 

• Product volume (no of units sourced from Asia) 

• Product characteristics (functional/innovative, quality/price focus, sewing time involved)  

 Supplier relationships structure: 

• Direct sourcing or indirect sourcing through an agent 

• Buying office in Asia 

• Functions performed by the head quarter, buying office, supplier and agent. From design to 

post-production services. 

   Nature- and management of the relationships:  

• Categorization of suppliers (Key /preferred/ marginal) 

• Multiple suppliers for the same product (double sourcing)/Single suppliers for multiple 

products 

• Relative size of suppliers 

• Relationship length, level of collaboration 

• Trust building – face to face interactions, personal contacts, contractual trust 

• Native Asian employees  

   Supply chain performance criteria 

• Price – Production cost, landed cost, total cost of ownership 

• Flexibility – wide product range, volume and delivery adjustments 

• Quality – on specification products, quality control 

• Lead-times – short lead times 

• Reliability – on time deliveries 

• Corporate social responsibility – compliance with labour- and environmental standards in 

production 

             (Slack, Chambers &Johnston 2004: 44-57) 

   Geographical and cultural distances: 

• Distance between production and end-market, buyer´s head office and supplier.  

• Language 

• Business culture (Western vs. Asian 
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6.0 Case findings:  

 

In this section the facts and findings of from the interviews are structured and outlined, as a 

basis for the forthcoming analysis. First the individual firms Asian supply networks strategies, 

as well as their experiences and challenges in Asia are described individually, then all the 

findings across the cases are summarized in a table.  

 

6.1.0 Firm A: 

Characteristics 
Turnover   €10 - 40 million   

No. of employees involved in Asian sourcing 11 (are expanding to 15) 

Quantities sourced from Asia per year 700 – 800 000 units 

Share of production in Asia 100 % 

No of suppliers 10 (20 -30 on the possible list) 

Years of experience in Asia 30 years 

Table 6.1: Firm A Characteristics 

 

6.1.1 Functions performed by the different actors in the value chain: 

 

	  
Figure	  6.1	  :	  Firm	  A	  Supply	  network	  structure 

Asian	  garment	  suppliers 
’Full-‐package	  suppliers”	  
	  
Development	  of	  prototypes	  
Patterns	  (Design)	  
Fabric	  sourcing	  (price	  
negotiation,	  order	  placement	  &	  
payment)	  
Production	  	  

Asian	  textile-‐	  	  and	  ancillary	  
suppliers	  	  	  

Mainly	  based	  in	  China 

Laboratorium 
Prototype-‐testing	  
(waterproof,	  
chemicals	  etc.)	  

Asian	  office 
6	  people	  (soon	  10)	  
	  

Functions:	  
Fabric	  sourcing	  	  
Quality	  control	  
CSR-‐Inspections	  
Training	  of	  suppliers	  

Scandinavian	  Headquarter	  	  
5 people working directly with Asian sourcing 

	  
Functions:	   

Design	  and	  product	  development	  
Fabric	  sourcing	  	  
Garment	  sourcing	  (New	  suppliers)	  
Control	  of	  prototypes	  

Own	  
organization 

External	  
organization 
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6.1.2 The production of a product model in steps: 

 

Pre-production:  Design and product development are done at the office in Scandinavia. 

Garment suppliers in Asia are involved in this process in the way that they make suggestions 

to alterations or adaptions of the products. Prototypes are made by the suppliers in Asia, and 

then sent back to the Scandinavian office for control. An external laboratory  (SGS) are 

testing the products and provides a quality certificate (waterproofness, chemicals etc.) The 

suppliers do a lot of the patterns on the products, on the basis of pattern-databases that are 

built over a long period on time. Information on patterns and fabrics are kept at the Firm A’s 

Asian office. The HQ and Asian office in collaboration do the fabric sourcing. They pick out 

the right fabric and other inputs such as buttons, trims and zippers for the model. Then they 

tell the garment suppliers what inputs (fabrics, zippers, trims, buttons) to use in the finished 

products and which suppliers to buy them from. Garment suppliers then place orders, 

negotiate the prices-, and pay for the inputs provided by the textile- and ancillary suppliers. 

This takes between 3- 7 weeks.   

Production & Post-production: Quality controllers at Firm A’s Asian office control the 

quality at three different stages in production. Dependent on the volumes a model is ready for 

shipment between 2-6 weeks after the production has started. Firm A is currently developing 

a system where the packing is done in an automated system and sent directly to the customer 

from Asia. Transportation from Asia to Europe takes approximately 6 weeks.  

Total lead-times: 3-4 months.   

 

6.1.3Structure and management of Asian supply network  

 

-Firm A have direct relationships with their suppliers and do not use agents, because this 

makes it easier for them to control the quality of their products, as well as the labour 

conditions at the factories.  

 

-Not especially difficult to find skilful and committed suppliers. The recession in the 

European market has left a lot of factories with spare capacity and they want to produce for 

Firm A.  Scandinavian apparel firms have a good reputation because they are considered as 

reliable payers, easy to deal with and good on quality. New suppliers are typically found 

through and established existing relations, trade-fairs and online-searches. They always do a 



	   38	  

test-season with every new supplier, where they put in a smaller order and then control the 

quality, before they place a larger order the next season. The Asian office inspects and visits 

new suppliers, which in the last instance have to be approved by the CEO. 

-Do not produce the same product at two or more suppliers, -> their volumes are too low, and 

it is important that the products are identical. 

-They prefer to work with medium- and small-sized suppliers. Many of their suppliers have 

grown because of increasing orders from Firm A over the years, which makes for a strong 

relationship. Have worked with the larger suppliers that produce for the biggest brands in the 

world, but since they had very little influence over these suppliers, the quality of the goods 

and services delivered were not top standard. 

 

-Firm A have all their production in China, a hierarchical culture where personal relations are 

“alpha-omega”. Communication can be a bit slow, because it is need to be conducted between 

actors at the same level in the hierarchy, most often between people at the top level in the 

organizations. Experience that Chinese people are positive, sacrificial and direct in their 

communication, but that they also be a bit egocentric and very challenging in disagreements. 

- People at the Asian office follow up of the suppliers. However, the CEO active in the 

relationship, and visit on new- and old factories frequently. 

-Trust between the parties is essential and as a valuable asset, hence they have close 

relationships with most of their suppliers and have collaborated with their key suppliers for 

many years. Cost benefits -> they can pay directly to the supplier’s account, instead of using 

Letters of credit (LCs), which is a costly form of payment. An offer from a Vietnamese 

supplier (a country with lower labour costs than China) had substantially higher prices than 

the existing Chinese ones,  -> shows how a long-lasting relationship also gives more 

competitive prices. 

 

-As long as the shipments are reliable and delivered on time, the lead-times from Asian 

suppliers (3-4 months) are not a problem. If goods are delayed shipment has to be done by 

plane. The additional cost most often falls on the supplier, but is to some degree also a matter 

of negotiation between the parties. Because problems generally are solved through 

negotiations and not through enforcements of a contract, a good long-lasting relationship with 

the supplier is advantageous in these situations.   The suppliers are interested to keep Firm A 

as a customer and will normally to what´s asked of them. Have tried to write contracts and 
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contact a lawyer in China, but in their experience pursuing this path is to time-consuming and 

not worthwhile 

-Additional orders can be made after the initial orders have been placed. Dependent on timing 

and volumes of the order these orders either go on the same shipment or a different one (1 

month extra).  

 

-Quality assurance is of great significance. It is important that possible problems are revealed 

as early as possible, therefore inspections of the quality at three different stages in production 

are done. Flaws identified first at the final stage of inspection tend to be costly to fix. They 

have recently employed one engineer at their Asian office, whose job is to teach new 

suppliers the method of production (‘Firm A’s’ products) step by step. 

- Have not had any problems with Corporate Social Responsibility issues. The suppliers have 

to accept rules and specifications concerning the use of chemicals and ethical issues. Firm A’s 

quality controllers, as well as other employees at their Asian office who visit the factories on 

a weekly basis, oversee that labour conditions are acceptable and that no child labour is used.  

 

Learning 

-Generally they experience that it always take some time before a new supplier delivers 

products with the required quality. The quality in production need to be followed up regularly, 

therefore having an Asian office is regarded as a “must”. When they started sourcing in China 

30 years ago they did not have an office in Asia, but soon experienced that they needed to be 

present there.  

-In their experience it is important to go forward carefully in Asia, as the quality on the 

suppliers can vary significantly, necessary to think long-term and build relations step by step.  

New suppliers are normally tried out when more capacity is needed.  

-Learned a lesson when they placed a large order at a supplier that promised a good quality 

and look good on the surface, partly due to a convincing ‘show-room’. This supplier did not 

deliver though, and alterations on the finished products had to be done in Scandinavia, which 

proved to be very costly.  

 

Challenges 

- No Scandinavians are working the Asian office, so the employees have to be drilled on the 

quality requirements in the Scandinavian market, since perception of what is acceptable 
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quality is slightly different between China and Scandinavia. This is not a big problem since 

there is daily contact between HQ and the Asian Office on Skype.  

- Can be a bit difficult to get hold of quality controllers with satisfying English skills. 

- Have all production in China today ->-labour costs are increasing there.  

 

6.2.0 Firm B 

Table 6.2: Firm B characteristics 

 

 6.2.1 Functions performed by the different actors in the value chain:

	  
Figure	  6.2	  1:	  Firm	  B	  Supply	  Network	  Structure 

 

6.2.2 The production process 

 

Pre-production: All research & development are done at the head office in Scandinavia. 

Patterns and prototypes are always made here. Extensive experimentation, development and 

refinements of the products are done in Scandinavia, and prototypes are tested and finished 

Characteristics 

Turnover   €10-40 million  

No. of employees involved in Asian sourcing 10  

Quantities sourced from Asia per year Not revealed 

Share of production in Asia 99 % 

No of suppliers 65 (15 garment, 50 fabric suppliers) 

Years of experience in Asia 7  

Asian	  garment	  suppliers 
	  

Cut-‐make-‐trim	  suppliers	  
	  

Sewing of garments on clear specifications 
Some development of technical solutions 
Fabric sourcing (order placement and 
payment) 

Textile	  and	  
Ancillary-‐
suppliers 

Mainly	  based	  in	  
Asia.	  Some	  in	  USA	  
and	  Europe.	   

Auditing	  firm 

Quality	  
inspections	  
at	  factories	  

Scandinavian	  Headquarter	  	  
10 people working with Asian sourcing 

Design	  and	  Product	  Development	  	  	  	  	  	  	  	  	  	  	  
Development	  and	  testing	  of	  prototypes	  	  	  	  	  	  	  	  
Screening	  and	  nomination	  of	  suppliers	  

Own	  
organization 

External	  organization 

Auditing	  
firm 

CSR	  
inspections	  
at	  factories	  
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before anything is done in Asia. There is some collaboration between Firm B and their 

suppliers in the development of new technical solutions. Samples from the garment suppliers 

are supposed to be of the exact same quality as the products that are sold in the stores. 98 % 

fabric and other inputs used in he products are nominated by Firm B, who also negotiate the 

price the garment suppliers have to pay for these inputs. The garment suppliers place orders 

and pay for inputs at suppliers that are picked by Firm B. In some instances Firm B also 

places the orders themselves Normally this process takes about 2 months (4 -16 weeks) 

Production & Post-Production:. In the production, the garment suppliers are expected to 

sew the pieces together on clear specifications and to follow them down to the smallest detail, 

so that the products are 100 % the same as the prototypes. The production process takes about 

2 months.  An external auditing firm specialized in quality inspections of textile- and garment 

production are controlling the quality of the products before they are shipped. An in-line 

quality control can be conducted if Firm B is in doubt over the quality of the products. As a 

rule the finished goods are transported to Firm B´s warehouse, but in some instances shipped 

directly to the customer Transportation from Asia: 7 weeks 

Total lead-time:  4-8 months 

 

6.2.3 Structure and management of Asian supply network  

 

- Have direct relationships-, and works with suppliers of a certain size to ensure commitment 

from- and influence over suppliers. (A ‘golden share’ of suppliers total production is preferred 

-> 2% is too little, 90 % too much). The reputation of Firm B’s brand (their quality) makes 

them an attractive customer for the Asian suppliers. Scandinavians in general have a good 

reputation – because they are honest and easy to work with, and they to not play the suppliers 

up against each other as some American firms do. Do not source the same product from to 

different suppliers – the volumes are too small.  

- The lead-times from Asia are not a problem as long as the deliveries are on time. If 

deliveries are late, the party who is responsible for the delay pays airfreight as stipulated in 

the contract between the parties. 

-Communication with supplier goes through e-mail, Skype and personal visits on the factories 

several times a year. Purchasers and product developers are in most frequent contact with 

suppliers. Top-management people meet once or twice a year. 

-New suppliers have to fill out self-assessment forms on everything from machinery and 

commercial aspects to CSR-issues. Are working together with their suppliers to improve 
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processes around CSR. Will in the future also conduct an audit of the labour conditions on the 

factories (by an external firm), prior to the establishment of a new relationship. 

- Have had production in Asia for about 7 years. First two years in Asia were challenging. In 

this period, there were some problems with quality specifications and the adjustments of 

these, which again lead to delays and increased lead-times. Causes:  a mix of 

misunderstandings/misinterpretations of quality requirements by supplier and Firm B´s own 

alterations of the product specifications after the production had started.  

 

-Things are working better now in terms of quality and reliability because: 

1. They have strict deadlines in their own organization related to product development, 

sales and marketing. Plans and dates are followed and they have full control on their 

own processes. 

2. Open and extensive communication with suppliers and predictability of the process. 

The same process is followed every year where suppliers are given insights in the 

orders from Firm B’s customers, so that the suppliers know what volumes they can 

expect from to get from Firm B, and can that way can plan their production better. 

 

Learning 

-Relations and trust building are important; it often takes about 2 years before a relationship a 

new supplier run smoothly. Especially with suppliers of the most technical garments learning 

costs are high, it takes sometime before production are at the required quality -> product 

samples and inspection of quality important.  

-Strict deadlines in their own organizations related to when a prototype is ‘done’ and no 

alterations can be made. 

-Personal relationships with suppliers established through face-to face meetings and visits at 

the factories, are essential for an effective communication on Skype and e-mail.   

-An Asian ‘yes’ is different than a Scandinavian one. -> “If we increase the quantities ordered 

from a suppliers with 200 % from a season to another, they will never say no, but that does 

not mean that they can deliver.”  

Challenges 

- Labour costs in China are rising; a country where Firm B has most of its production. 

Especially for the most basic products Chinese suppliers may not be competitive on cost in 

the future. Might move the production of these to other Asian countries or back to Europe. 
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Have suppliers with branches in other low-cost Asian countries today, but to not want to be 

among the first firms to go there because of the quality focus of their products.  

- If they occur, the distance to Asian suppliers makes problems with deliveries (reliability and 

quality) more difficult to handle, compared to with European suppliers. 

- Overtime (forced labour) is a problem in the apparel industry, because the limited number of 

‘order windows’ (6 in a year) leads to booms in production on certain times every year. More 

steady and frequent flow of goods and orders in the supply chain will help to solve this 

problem.  

 

6.3.0 Firm C 

Table 6.3: Firm C characteristics  

 

6.3.1 Functions performed by the different actors in the value chain 

 

	  
Figure	  6.3	  :	  Firm	  C	  Supply	  Network	  Structure 

 

 

 Characteristics 

Turnover  € 75 million ->   

No. of employees involved in Asian sourcing 40 

Quantities sourced from Asia per year 2 500 000 

Share of production in Asia 90-95 % 

No of suppliers in Asia 20  

Years of experience in Asia 30 years 

Asian	  garment	  suppliers 
’Full-‐package	  suppliers”	  
-‐Fabric	  sourcing	  (order	  placement	  and	  payment)	  
-‐Some	  pattern	  making	  (design)	  &	  technical	  solutions	  
-‐Development	  of	  prototypes	  
-‐Production	  

Asian	  textile-‐	  	  and	  
ancillary	  suppliers	  	  

• Japan 

Asian	  office	   
3	  employees 

-‐Quality	  control	  
-‐Sourcing	  of	  buttons,	  zippers,	  
pullers	  

Scandinavian	  Headquarter	   
40	  people	  working	  with	  Asian	  sourcing 

-‐Design	  and	  product	  development	  
-‐Fabric	  Sourcing	  	  
-‐Development	  and	  laboratory	  testing	  of	  prototypes	  
-‐CSR	  Inspections	  

Own	  organization 

External	  organization 
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6.3.2 The production process in steps 

 

Pre-production:  After the conception of the first idea to a new model, developers at the HQ 

look for the right fabric among their approved suppliers, and test this fabric in their own 

laboratory. Then they make prototype based on a target price on the final product.  A ‘tech-

peck’ with all the specifications and fabric are sent to various suppliers. Based on a sample, 

one supplier is chosen for production. The prototype is further developed in collaboration 

with this supplier that can help with technical solutions and patterns. When the prototype is 

done, the supplier produces a full-size set. If this is approved the production can start. Firm D 

nominates the materials used in production, choose the suppliers and negotiate the prices paid 

by garments suppliers. In some instances they also pay for the fabric themselves and ship it to 

the garment supplier. The development and colouring/dying of the fabric as well the 

transportation of the fabric to the factory takes between 2 – 6 ½ months. To minimize the lead 

times on the fabric, the need is forecasted and ordered early, as most of the fabric spring out 

of the same texture  (9- 28 weeks) 

Production & Postproduction:: The garment suppliers place orders and pay for the 

materials used in production (Some smaller ones do not pay for the fabric themselves). The 

employees at their Asian office do quality inspections at the factories, mainly of the finished 

products but for some products, also in the middle of the production process. Lead-times: 2 

months. (8 weeks) In addition to heir HQ in Scandinavia, Firm C has offices in Germany, 

Russia and USA. The goods that are shipped directly from Asia to Scandinavia, Germany and 

USA, while goods designated for Russia go via Scandinavia. Transportation form the factory 

to a port takes approximately 2 weeks, and from Asia to Europe about 6 weeks.  

Total lead-times: 6 – 10 ½ months 

 

6.3.3 Structure and management of Asian supply network  

 

- Direct relations with suppliers, no agents or intermediaries used. About 20 suppliers in Asia, 

and have worked with 5 of them for over 15 years. Have good and close relationships with 

their key suppliers. These relations are characterized by a mutual trust and flexibility in the 

relationship. With these suppliers very detailed contracts are not necessary, problems are 

solved in collaboration because they have developed a good understanding between them and 

can help each other out in poorer times. These suppliers are more manageable, if additional 
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orders are placed after deadline or a quick production batch is needed. Because of the mutual 

trust they don´t have to pay with letters of credit (LCs) and can use payment methods that are 

less costly 

- One supplier produces exclusively for Firm C in addition to the supplier’s own brand. This 

supplier is thus extremely dependent on the volumes from Firm C. Firm D gives this supplier 

some productions that if evaluated in isolation could have been produced more efficiently at 

another supplier. In return the supplier does some smaller production batches for Firm D, that 

other suppliers would not have done. This way they can for example produce a model in a 

particular colour that otherwise would not have been produced because of the small quantities 

in production. 

- Experience that the suppliers of a certain size (30-50 000 pieces a month, between 600-1200 

workers) is preferable because of the administration, formalities and logistics each individual 

relationship require. 

- Do not produce the same product with two different factories within a season, but have 

factories producing similar type of products within the same area.  This way they can switch 

quite quickly change supplier from season to season if one underperforms or severely 

increases their prices and margins. Having a portfolio of suppliers is beneficial in these 

situations.  

 

- New supplier relationships are established if existing (garment) suppliers do not have 

enough capacity or the production skills for a new type of product. Often ask fabric suppliers 

for recommendations, and then send people from the HQ visit the factory. Feel that they are 

big enough to be attractive for suppliers of a good quality, but the quality of the suppliers is 

always reflected in the prices the charge.  

 

-Communicate mainly via mail, but also visit the suppliers in Asia. Less visits now than 

before, because they aim to reduce fly-expenses and because of the new technological means 

of communication. No language barriers, ->they are good in written English. Do not use 

Skype though because their oral English is poorer and it is good to have everything in writing. 

Communication most often goes through a main contact person (merchandiser) in the 

supplier’s organization with good English skills.  
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-Quality control is done by the Asian office, but coordinated from the HQ. Inspections are 

more thorough for new products or suppliers, or for products where there have been problems 

in the past.  

-  The reliability of the suppliers varies; it is very good for the suppliers with longest 

relationships. Some suppliers can be difficult to get hold of if deliveries are late. This is a big 

problem as they need to get them to understand that Firm C need to be informed as early as 

possible, so that can notify their own customers. If goods are delayed airfreight is a solution. 

The party at fault, Firm C, fabric- or garment-supplier, pays this.  

- No big challenges with CSR. Every supplier has to sign Firm C´s Codes of Conduct and 

other forms related to CSR. For new suppliers people from the HQ are conducting an 

inspection at the factory to oversee that it complies with labour and environmental standards, 

and that at least minimum wages are paid. A report is sent to the CSR- officer at the HQ, and 

if improvements have to be made, another inspection is conducted at a later date. 

Furthermore, when controlling the quality, the controllers are also expected to have an eye 

open for CSR issues at the factories. 

 

Learning 

- Asians very seldom say no -> they say “yes”, but shake their heads.  Often they take on to 

large orders, and when they lose control and can´t delivers they do answer your requests. 

They experienced that one of their long-term suppliers, suddenly started to underperform 

because they took on large volumes from other brands. Had to travel down and do a “work-

shop” with the supplier – the relationship is now working well again. 

- They are often struggling to make suppliers understand the importance of having an open 

and honest dialogue; problems need to be revealed as early as possible. Firm C’s oldest 

partners have this understanding, but it often takes some years of collaboration to reach that 

point. 

 

Challenges 

-It has happened that suppliers increase their prices for no obvious reason. They blame it on 

increasing raw material prices and taxes, or new government regulations, but that is not 

always the truth. Can be a challenge to control what really is happening and understand the 

developments in Asia better. It is important to have several suppliers within the same region 

so that you can compare prices between them. Firm C also collects information about 
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developments in Asia through an open dialogue with their closest suppliers, newspaper 

articles and the employees at their Asian office.  

-China is about to be too expensive for some products. Need to work with suppliers that move 

to the right places, at the right time, with the right products. It is important to have partners 

that you are familiar with, and that have the knowledge required to start production 

somewhere else. Firm C are big enough to strategically position themselves for this 

development. They work together with existing suppliers, and promise them a certain volume 

in their orders if the suppliers guarantee for the quality and prices in the new location. Most of 

the know-how is still located in China, especially for the most technical products, so it is 

mostly production basic garments that are likely to be moved in the first instance. 

-95 % of the production is in Asia today.  The production in Europe is in basic non-technical 

products, mainly wool-products. With lead-times of minimum 6 months there is always an 

inventory risk because production orders most have to be placed before Firm C receives their 

orders from their own customers. This risk is severely reduced when producing in Europe, 

which makes European suppliers more competitive. This goes only for basic products though, 

technical products are still destined for Asian production because of the workmanship 

involved and the fact that the fabric used in production comes from Asia.  

6.4.0 Firm D 

 

 

 

 

 

 

 

 
Table 6.4: Firm D Characteristics 

 

 

 

 

 

 

 

Characteristics 

Turnover  € 75 million ->   

No. of employees involved in Asian sourcing 40 

Quantities sourced from Asia per year 8 700 000 

Share of production in Asia 80 % 

No of suppliers in Asia 40 (plus 40 material suppliers) 

Years of experience in Asia 25 
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6.4.1 Functions performed by the different actors in the value chain: 

	  
Figure	  6.4	  :	  Firm	  D	  Supply	  network	  structure 

 

6.4.2 The production process 

 

Pre-production: The design & development team creates a collection on paper, and a “tack-

pack”, a 3-dimensional model with product specifications and patterns, are made. Then the 

Asian office work with the factory and/or a merchandiser in order to translate the “tech pack” 

to the local language and manufacturing conditions, the vendor can come up with possible 

improvements and alterations on the product. Prototypes are made together with the factories 

in a couple of rounds Firm D use a sourcing agent that are responsible for about 60 % of their 

garment sourcing. For these products they will have the same function as a Firm D’s Asian 

office do for the other 40 %. Firm D does all the sourcing of materials (fabric, zippers, , trims, 

buttons) themselves and negotiate the prices the garment producers have to pay for the 

materials. Based on samples from several factories Firm D decides where the product will be 

made. The supplier that produces the garments is also responsible for making prototypes and 

sales samples. For some products they do double sourcing, the product is co-developed at two 

or more suppliers; usually this is an Asian and a European supplier. This process takes about 

2 months (60 days) 

 

Asian	  garment	  suppliers 
-‐Prototype	  development	  
(technical	  solutions	  and	  

some	  patterns) 
-‐Fabric	  sourcing	  (order	  
placement	  and	  payment)	   

Asian	  textile-‐	  	  
and	  ancillary	  
suppliers 

	   
-‐70	  %	  in	  
Taiwan. 
30	  %	  in	  Korea,	  
Japan,	  Europe,	  
China 

Laboratory 
Prototype	  -‐
testing	   

Asian	  office 
6	  employees 

Merchandising,	  logistics	  and	  quality	  
control	  (40	  %	  of	  garment	  sourcing) 

Control	  of	  production	  and	  costs	  across	  
all	  suppliers 

Scandinavian	  Headquarter	   
About	  35	  people	  involved	  in	  Asian	  sourcing 

Design	  and	  development 
Fabric	  Sourcing	  and	  price	  negotiations 

Prototype	  testing 

Own	  
organization 

External	  organization 

Main	  Sourcing	  agent 
Responsible	  for	  60	  %	  of	  

garment	  sourcing 
Merchandising 
Quality	  control 
CSR	  inspections 
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Production & Post-production:  

Garment producers place orders and pay for the materials used in production. Quality control 

are either conducted by their sourcing agent (60% of the garments) or employees at the Asian 

office (40%). For the most part at the quality control is done only at the end of the production, 

but they also see the need for occasional in-line quality inspections. Cutting, organizing, and 

the actual production take about 60 days. The time of transportation from Asia to Europe is 

about 45 days, then another 15 days out to their customers. They have two warehouses 

globally; one in Europe and one in North America, for the biggest customers goods are 

shipped directly. 

Total lead-times:  Approximately 6 months  

 

6.4.3 Structure and management of Asian supply network  

 

-Outsourced the entire sourcing business to one of the biggest agents in the industry in 2007, 

because the new owners wanted the management to focus on fixing other parts of Firm D’s 

business. The Asian office overtook the Firm D’s Asian office including a staff of 30. Have 

now moved of the sourcing of about 40 % of the garments back in-house. Reasons: Wanted to 

have more control with key products such as the most technical garments and base layers. 

Some of their suppliers are either too big (regard the agent as a competitor) or too small 

(small organization and to production runs) to work within the sourcing agents standardized 

system. The sourcing agent are paid a commission fee for their services, and are today 

responsible for 60 % of Firm D’s garment sourcing. 

- Main functions of the sourcing agent: (1) Merchandising (a go-between) – explains “tech-

packs” to suppliers and relates possible questions back to development team in Scandinavia. 

(2) Quality- and CSR inspections.  

- The Asian office performs the same functions as the sourcing agent for the other 40 % of 

production.  In addition they follow up on purchase orders and have a deep focus on 

production and costing with every supplier.  

 

- No big challenges with the most important CSR-issues (such as child labour). Use their 

sourcing agent for annual factory audits, usually they find some health & safety issues that 

need to be addressed. Are pragmatic with the suppliers that do not go through the sourcing 

agent -> conduct an inspection if they think the factory is a bit risky, if it’s a safe one that´s 

controlled by other actors (fair trade foundations), then probably not.  
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-European suppliers are used for basic products and cotton, Asian ones for the more technical 

products that require more workmanship (manual labour). Use European vendors to fill in 

inventories quickly for some of the technical products (300 pieces of a jacket in a particular 

size or colour.)  The fabric for these products is still coming from Asia so it´s necessary to 

hold fabric and other in-puts Europe to keep the lead-times down (2 months) -> only possible 

for a small number of products. 

 

-Regard their suppliers as partners and a part of “the family”. Been collaborating with their 5 

biggest vendors for 17-18 years, and meet them 4-6 times annually to discuss quality and 

prices. Threat them with respect, but are tough in situations where there are problems with 

quality or in-time deliveries. Pricing is a game, sometimes they have to push-hard in price 

negotiations, other times its relatively easy. 

- The longest relationships are characterized by a high flexibility on both ends. The flexible 

garment supplier might allow for smaller minimums in production, and if for example the 

fabric supply is late, do their outmost to juggle around on their production schedule so that the 

orders still go out on time. An inflexible supplier might in such cases say that Firm D has 

missed their production spot and must for a new one to open (maybe in 6 weeks). Firm D 

might be more pragmatic with their key suppliers in situations where goods are delayed. They 

would not necessarily use the contract and demand airfreight (which would erode the 

supplier´s margins), if Firm D’s customer does not need them right away. 

 

-Do not do “vendor-hopping” and change vendor every one or two year (to achieve better 

prices), because it influences the quality, as well as increases re-development and set-up costs. 

50 % of the vendor base is highly unlikely to change. Vendors are shifted if there are 

problems with quality or in-time deliveries, or a new product category is introduced that 

require a new set off skills and machines. Not especially difficult to find skilled suppliers, 

they are one of the bigger ones within technical apparel and are approached by numerous 

producers very week. Use their network and often informal channels to screen and approach 

new suppliers. 

- It´s good to have a mix of both smaller and bigger suppliers. With the smaller ones you have 

more power, which give you more flexibility. The larger ones give you economies of scale 

(better prices), often shorter delivery times. In general they are very professional and have 
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also often factories in several locations so that you can pick and choose (location) based on 

for example duties.   

 

- The business culture in Asia: professional and structured, but also very hierarchical and at 

rigid (Especially in South Korea, but also China). Almost every decision has to be made by 

top-management. English skills are for the most part good (written), not so good in spoken 

English -> communication by e-mail better than on phone/Skype. 

 

Learning 

-The most important learning is to be fair and decent in the way we you do business, that way 

you develop long-term partnerships and get the flexibility that you need. Have a long horizon 

with you vendors, does not pay off to  “go for the last cents” every season, as it does not bring 

you anything in the long run. Then the vendors would just give you a “golden price” for the 

first and second season, and then raise their price with 20 % afterwards.  

- Still it is important to constantly follow up on your suppliers; if the suppliers think that 

things are easy they are going to try to cheat you. Firm D has maybe been a bit naïve in the 

past, and not so hard in price negotiations as they should have been. Now they practice open 

costing, which means that the supplier have to provide a breakdown of every cost in 

production. (See appendix), and use the Asian office to control and monitor prices. It´s Not 

only vital to know what’s going on I Asia, but also to be updated on developments within the 

individual factories. The replacement of a leader or an in-line supervisor can have serious 

effects on quality in production. 

 

- In 2010 the industry experienced a “capacity crunch” in China were Firm D had all their 

outdoor wear. There were delays and suppliers that raised their prices substantially. Better in 

China now as demand has gone down and Firm D has become better at capacity planning 

(place their orders 6 months in advance). Firm D see China as their biggest sourcing market, 

but it’s too risky to be totally dependent on it -> need to diversify. However, going outside 

China does not entail a pure cost advantage even though labour costs might be lower in other 

places. 

 

Challenges 

-The bigger you are the better it will be, the bargaining power help you get fabric- and factory 

prices down --> need some more scale to get to the next level 
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-Important to position yourself strategically in other locations than China. There is always a 

transition phase in new environments. Some locations are hopeless -> have tried India several 

times, but every time it is a disaster – the confirmed price goes up, the quality is poor and 

deliveries never on time. Other locations such as Bangladesh, Vietnam, and Philippines are 

more promising. Chinese suppliers are the most skilled though; technical products are thus 

bound to stay there. Basic products could go other places. If you go outside China you must 

make sure to have the right partner. Firm D use existing suppliers that bring with them the key 

staff and skills to the new location 

- Even with the open costing system, supplier can still cheat you on price either by 

exaggerating their use of fabric- or use of labour in production. In the future people at their 

Asian office will therefore physically check the fabric consumption and labour time at the 

factories. 
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6.5 The Four cases summarized 

 
 Firm A  Firm B Firm C Firm D 
Firm characteristics     

Turn-over 
Units annually 
Organization 
(Asian sourcing) 

-  € 10-40 million 
- 7- 800 000 
-11 people 

-  € 10-40 million 
- Not revealed 
- 10 people 

€ 75 million ->  -   
- 2 500 000 
- 40 people 

€ 75 million ->  -  
8 700 000 
- 40 people 

Years in Asia 30  7 30 25 
Structure Asian 
supply network 

    

No. of suppliers 10 15 (50) 20 40 (40) 
Supplier size 
(relative) 

-Small & medium 
sized. Not the 
biggest ones (3000-
> workers) 

-Golden share of 
suppliers -> 
production (2 % too 
little, 90 % too 
much) 

- Suppliers of a 
certain size 
preferable, share of 
supplier prod: 15-
100 % 

-Mix of small & 
bigger ones. Use 
one of the largest 
factory groups in 
the world. 

Production in Asia 100 % 99 % 95 % 80 % 
Double sourcing No No No Yes 
Head office - 
Scandinavia 

-Design & Product 
development 
- Prototype making 
- Fabric sourcing  
- Garment sourcing 
(new suppliers) 

-Design & Product 
development 
- Prototype making 
& testing 
- Fabric sourcing: 
nomination, price 
negotiation (order 
placement) 

-Design & Product 
development 
- Prototype making 
& testing 
- Fabric sourcing: 
nomination, price 
negotiation (order 
placement) 
- CSR inspections 

-Design & Product 
development 
-Prototype making 
- Fabric sourcing: 
nomination, price 
negotiation 

Asian office Yes (staff of six) 
-Quality control 
-CSR inspections 
training suppliers 
(production 
methods) 
-Fabric sourcing 

No Yes (staff of 3) 
-Sourcing buttons, 
trims, zippers etc. 
- Quality control 

Yes (Staff of 6) 
- Merchandising, 
logistics, quality 
control (40 % of 
suppliers) 
- Cost control (all 
suppliers) 

External actors 
(other than 
suppliers)  

Laboratory 
- Prototype testing  

Auditing Firm 
-CSR inspections 
Auditing Firm 
- Quality control 

  Sourcing agent 
-Merchandising, 
logistics, quality 
control, CSR 
inspections (60 % of 
suppliers) 
 Auditing firm 
-CSR inspections 
Laboratory 
-Prototype testing 

Functions Garment 
suppliers  

“Full package”  
-  Product dev.: 
Prototypes, 
patterns, technical 
solutions 
-Fabric sourcing: 
Price negotiation, 
order placement & 
payment 

“Cut-make-trim” 
-  Product Dev.: 
technical solutions 
- Fabric sourcing:  
Order placement & 
payment 

“Full package”  
-  Product dev.: 
Prototypes, 
patterns, technical 
solutions 
- Fabric sourcing:  
Order placement & 
payment 

“Full package”  
-  Product dev.: 
Prototypes, patterns, 
technical solutions 
- Fabric sourcing:  
Order placement & 
payment 
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Tables 6.5: Case findings summarized 

Geographical/cultural 
barriers 

    

Asian business culture Hierarchical, 
sacrificial, 
positive, direct, 
egocentric 

“The Asian yes” -> 
does not mean that 
things are ok 

“The Asian yes” -> 
does not mean that 
things are ok. 
Direct on mail, 
humble in person. 

Hierarchical, 
professional, 
structured, rigid at 
times, can be 
cynical. 

Language barriers Challenge to find 
quality controller 
with good English 
skills 

No Not in written 
English  

Not in written 
English 

Supply chain 
performance 

    

Price -Long 
relationships gives 
competitive prices 
- Costs in China 
are increasing 

- Costs in China are 
increasing 

- Portfolio of 
relationships -> can 
easily change 
supplier from 
season to season 
- Cost control of 
suppliers 
- Costs in China are 
increasing 

-Size matters 
- Open costing -> 
control costs in 
production 
- Costs in China are 
increasing 

Quality - Material 
nomination 
- Long relations 
- Quality control 
at three stages in 
production 
- Supplier training 
(production 
process) 

- Material 
nomination 
- Long relation 
- Strict deadlines in 
own org. 
- Sample from 
factory -> 100 % 
match the 
prototype 
-  Quality control 
(external actor) 

-Material 
nomination 
-  Long relations 
- Quality control 
(Asian office) 
- Strict control of 
samples  
 

- Material 
nomination 
- Long relations 
- Merchandising 
(sourcing agent/ 
Asian office) 
- Strict control 
samples 
- Quality control 
(sourcing agent, 
Asian office 

Lead-times - 3-4 months - 4-8 months - 6-10 months -6 months 

Dependability 
(reliability) 

- Long relations 
- Airfreight if 
delays 

-Long relations 
-Open 
communication 
w/supplier 
-Capacity planning 
- Airfreight if 
delays 

- Long relations 
-Open 
communication 
w/supplier 
-Airfreight if delays 

- Long relations 
-Capacity planning 
-Airfreight if delays 

Flexibility - Long relations & 
power in the 
relationship:: 
More manageable 
in disagreements, 
less costly 
payment methods   

 - Long relations & 
power in the 
relationship: 
Less costly 
payment methods.  
Smaller minimums, 
quick productions, 
willing to “help”. 
 

- Long relations & 
power in the 
relationship:  
 Smaller 
minimums, quick 
productions, 
willing to “help”. 
- double sourcing 

Corporate Social 
Responsibility (CSR) 

- Codes of 
Conduct (CoC) 
- Inspections 
Asian office 

-CoC 
- Inspections 
external firm 
- Issues: Overtime 

- CoC 
- Inspections HQ 
- Issues: Health & 
safety 

- CoC 
- Inspections 
external firm(s) 
- Issues: Health & 
safety 



	   55	  

 
7.0 Analysis:  

 

In section 6.0 above the four individual firms strategies and experiences connected to their 

Asian supplier network were portrayed. That way I have in a descriptive fashion answered the 

first research question of my thesis namely:  

 

“ How do Scandinavian apparel firms structure and manage their Asian supply network, 

in order to overcome challenges arising from the geographical and cultural distance, and 

secure appropriate supply chain performance on price, quality, flexibility, lead-times, 

reliability and CSR?” 

 

In the following section I ´m going to conduct a comparative analysis of the cases in the study 

where I look for trends and patterns in firm strategies, in order to answer give a richer answer 

to RQ 1, as well as provide an answer for my second research question: 

 

“What are the similarities and differences in the strategies of the firms in the study? How 

can these be explained?” 

 

7.1.0 Similarities across firms in the study and possible explanations  

 

As described in the methodology section of this thesis, the four cases were deliberately 

chosen because they share the following characteristics: 

 

• They are “firms who for resell purposes engage in sourcing of garments and who also 

make specifications concerning the garments that have implications for their 

manufacturing”, thus they are actors that fill the same functions within the apparel 

value chain. 

• They are all based in Scandinavia and have Scandinavia and Europe as their main 

markets, and are that way at the same cultural and geographical distance to Asia. 

• They are all firms that have large portion of their business technical outdoor clothing, 

which they design, develop and sell. Hence they sell the same kind of products. 
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In the first instance I´m therefore going to look at on what areas and to degree these shared 

characteristics lead to similar strategies and experiences across the firms in the study.  I will 

discuss several developments and issues that I found to be issues that I think characterize the 

case study as a group.  

 

7.1.1 Geographical distances - implications of 6 six-month lead-times 

 

All the firms in the study have their main markets in Europe, so having Asian suppliers entail 

that the finished goods have to be transported over a long distances. The firms in the case 

study calculate between 6-8 weeks of transportation from Asia to Europe. This comes on top 

of the actual production phase that can take up till 2 months, and the most time-consuming 

part of the production process, which is the pre-production phase, where product development 

and testing, as well fabric- and material sourcing, normally takes abut 2 months but 

sometimes up to 6. In total that means that the lead-time in production normally would be 

about 6 months, sometimes longer. Compared to the 2-month lead-time from the European 

suppliers that Firm D who has about 20 % of their production report of.  

 

None of the firms in the study see the lead-times from Asia as a problem per-se, but state that 

there as some challenges connected to the long distances in the supply chain. One implication 

is that production orders often have to be placed and capacity booked before the firms receive 

orders from their own customers. As a result they have to certain degree forecast demand and 

take on some inventory risk. Firm C and D mention this explicitly as an important aspect of 

Asian sourcing. It´s an issue they are expected to handle, but that might lead to a mismatch 

between the goods produced and the actual sold to their customers. Firm B also state that due 

to the length of the supply chain possible obstructions and problems are more challenging to 

handle in Asian relationships, compared to when they had production in Eastern- Europe.  

 

Besides the inventory risk both in finished products and on fabric (Firm D are to some degree 

forecasting and pre-ordering the main texture used in their fabrics to reduce lead-times), the 

firms do not find that the any of the other potential  ‘hidden costs’ mentioned by Levy (95) 

and Jones (2006), such as taxes, administration-, warehousing-, insurance- and transportation 

cost, are especially problematic. These costs are something that they are capable to calculate 

and thus manage in a good way. Of course there is a “cost of inflexibility” (Lowson 2001, 

2003) attached to the long lead-times, but as long as shipments are reliable, the Scandinavian 
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firms have developed procedures within their own organization and in their relationships with 

their suppliers that are adapted to the lead-times from Asia.  Firm D is the only one in the 

study that double-source some of their products, and in that way overcome some of the 

inflexibility issues. For their top-selling models, they have a supplier in Europe that can fill in 

inventories for a certain size or colour on a short notice.  

 

7.1.2. Close and long-lasting Supplier relationships -> better quality, reliability, flexibility and 

prices 

 

All of the firms emphasize the significance of establishing and maintain close and good 

relations with their suppliers. The fact that the quality of the suppliers can vary drastically 

both within a single country and across countries in Asia, makes suitable ones a bit of a 

challenge although all the firms every week receive e-mails from a host of suppliers that want 

to work with them. Normally there will always be an adjustment period were the parties have 

to get familiar with each other, before the relationship can run smoothly. In Firm B’s 

experience it takes more or less two years before the parties really communicate well, 

regardless of how professional the supplier is. The other firms in the study express similar 

thoughts, and estimate at least a year of mutual learning and adaptations in every new 

relationship. Thus, once a well functioning relationship is established, it makes sense to 

maintain it and further develop it, because the mutual understanding is a great asset that 

improves both quality, reliability, flexibility and in some instances the prices offered from the 

supplier.  Firm C and D both have more than 15 year old long relationships with about 5 

suppliers that they regard to be their key suppliers, Firm A & B also emphasize how they that 

they have grown together with certain suppliers and that this builds a strong relationships 

characterized by mutual trust and commitment. 

 

Quality-  

The quality focus of their products characterizes all the firms in the study. A large part of their 

production is in quite complex technical garments that in addition to require a lot of 

workmanship (manual labour) in production compared to simpler products-, also go through 

an extensive period of development before production can start. The Scandinavian all do 

design and product development in-house -, as well as nominate all the fabric and other inputs 

that go into the products themselves. At the same time garment producers are included in the 

development of the products to a larger or smaller extent. For Firm A, C and D the prototype 
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development is a collaboration between the designers at the Scandinavian office and their 

suppliers who often suggest small modifications and alterations on the product that makes 

them better suited for production. Occasionally the suppliers also help with patterns. Firm B 

develops all prototypes and patterns in-house, but is also expecting the supplier to contribute 

in the development of minor technical solutions.  

 

As a result the firms are on the lookout for highly skilled firms with extensive capabilities 

both in production and product development. In the first instance such suppliers are these are 

not easy to find. In addition, because of the many joint processes, the set-up and re-

development costs are high when new supplier relationships are established. The 

sophistication of their products might thus serve as one explanation as to why close and long-

lasting relationships are regarded to be such an important asset for all the firms in the study.  

This is supported by the fact that the firms find it easier to find suppliers that meet their 

requirements  in the production of their more basic products made from simple fabrics like 

wool and cotton. For these products, there are more options in terms of number of capable 

suppliers and possible locations for production. Furthermore the smaller set-up and re-

development costs, makes it easier to switch suppliers from season to season for these kind of 

products compared to the more technical ones. 

 

Prices- 

The firms report that they do not practice the concept of “vendor hopping” (Firm D) and that 

that they “do not play the market” (Firm B) in order to achieve better prices. They experience 

that it does not pay off to push too hard on prices and constantly switch to suppliers that 

underbid your existing ones on price. Put in words by the Chief of Merchandising, Sourcing 

and Development in Firm D:  

 

“ If you try to go for the last cents every season, and say that if we don´t get that price we are 

going to move our business elsewhere, it does not bring you anything in the long run. Then 

the suppliers are going to give a ‘golden price’ for the first and second season, and then raise 

their prices by 20 % afterwards”. 

 

In addition they experience that frequent changes in suppliers, affects the quality of the 

products. If you include the above-mentioned set-up and re-developments costs a new 

relationship entails, that might outweigh an initial price advantage, the costs of this practice 
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can be expected to be larger than the gains in the long run. Instead they highlight the 

importance of being fair, decent honest, and predictable in relations with the suppliers, as 

your long-lasting partners in many instances are those who can offer you the most competitive 

prices anyhow. Both Firm A and Firm D have experienced that suppliers outside China not 

necessarily offer them better prices than their existing Chinese ones, despite the lower labour 

costs in these regions.  

 

Reliability- 

As discussed in section 9.1.2 the firms do not see the lead-times from Asia as especially 

problematic as long as the deliveries are reliable and the goods arrive at the stipulated time. 

The firms in the study report that the reliability of their Asian supplier most often good, but 

that it also can vary and that again the suppliers in which they have long-lasting relationship 

with also are the most reliable. Flaws and quality issues on the products that need to be 

repaired, or a supplier that have taken on to much production and are struggling to get the 

goods out on time are typical causes for delays in the   supply chain. If the garment supplier is 

the cause of the delay, he bares the cost of fixing the problem and minimizing the damages. 

Terms and remedies in these kinds of situations are usually included in the contract between 

the parties, but are also a subject of negotiation when they occur. Dependent on the 

seriousness of the delay, the supplier can either pay for air-freight of the goods (most 

common), pay the fines that the Scandinavian firms get from their own customers if deliveries 

are late, or in the worst case the order have to be cancelled and the supplier not paid. 

 

The reliability of supplies does not only rest on the garment supplier though. Many things can 

occur in the pre-production phase where the Scandinavian firms often and the suppliers often 

are co-responsible for the development of the product. Firm B and C mention that delays 

sometimes occur because their own product developers come up with alterations and 

modifications on the products late in the process.  Firm D point to that they sometimes are to 

blame for delays, because they for example order 200 000 units from a factory instead of the 

100 000 that supplier first were stipulated. Thus to ensure reliability in their supply chain it is 

vital the firms to have an open communication with the suppliers and share information 

regarding orders their own customers, be strict on their own deadlines in production 

development, and generally stick to an pre-defined plan so that the whole sourcing process 

from production development to final shipment becomes as transparent and predictable as 

possible. 
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Flexibility-  

With the product development, and the fabric- and garment production in different locations 

on separate continents, problems and challenges can- and will arise in the production process 

that span over 6 months sometimes longer. It is therefore important to be pragmatic and 

flexible in relations with suppliers. Firm C stresses the importance of an open and honest 

communication with suppliers for potential problems in deliveries to be revealed as early as 

possible, so that the effects of the postponement further down the supply chain can be 

mitigated and reduced. Furthermore, it pays off to be dynamic and not too rigid in your 

relations with suppliers, because at the end of the day it is a partnership where both parties 

have a mutual interest in making things as convenient as possible for the other party. For 

example Firm D state that they do not necessarily force on airfreight if goods are delayed and 

their own customers do not need them right away, even though they could do this based on 

the contract between the parties.  This creates a positive atmosphere that can benefit Firm D 

longer down the road. For instance, if the fabric shipments are late to the garment supplier, an 

inflexible supplier can say that Firm D has lost its production spot and that they have to wait 

six weeks or so for an new one, alternatively charge them 20 % extra to get the orders out on 

time. Whereas in an relationship with a good atmosphere, the supplier will be more flexible 

and do their outmost to juggle around on their production schedule, so that the orders still go 

out on time, without any extra cost for Firm D.   

 

A high degree of flexibility in the relationships is thus very beneficial for the Scandinavian 

firms as it makes them better equipped to handle unexpected situations and various incidents 

in the supply chain. To a large degree unexpected events can be expected to occur. It´s 

therefore beneficial to have a mutual understanding with suppliers that have evolved over 

years of cooperation, so that the parties are willing to help each other out in various situations.  

Firm A and C report that in their longest relationships a trust have been developed - they 

know that the supplier will deliver and the supplier know that they will pay. Because of this 

trust they can use less costly payment methods than Letters of Credit. As they experience that 

Chinese people can be a bit difficult in disagreements, Firm A find that a good relationship is 

advantageous in for example discussions when deliveries are late. In general all the firms find 

that in long lasting and close relationships both parties are more pragmatic. Problems are thus 

often solved without referring to the terms in a contract, and because of this trust very detailed 

contracts are not necessary with these suppliers. 
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Another advantage flexibility in the relationship gives the Scandinavian firms is that it makes 

it possible for them to produce smaller quantities of some models and colours.   Usually 

suppliers have a minimum-requirement in terms of the quantities in production. In a close 

relationship the supplier might be willing to go below these minimums. Firm C has one 

supplier that they have worked with for 25 years, which are very flexible in this respect. This 

flexibility is not only a product of a long relationship though; it is also a matter of the 

distribution of power in the relationship. This supplier is only producing for Firm C in 

addition to its own collections; this makes them very dependent on Firm C´s orders. Firm C 

gives this supplier some orders that in isolation could have been more beneficial to produce 

elsewhere. In return they are allowed to produce smaller quantities in some productions, and 

that way be able to produce a certain colour in a quantity that other suppliers would not have 

accepted. Firm D also experience this. They mention that their smaller suppliers more are 

prone to meet Firm D’s requests, by for example doing smaller production runs, because the 

power Firm D possess in the relationship. 

 

 7.1.3 How to establish good supplier relations in Asia 

 

As discussed above all the firms express that the establishment of long- and close supplier 

relationship is vital to ensure supply chain performance across a number of criteria. So how 

do one go about in order to achieve a close relation with geographically and culturally distant 

supplier? Although there obviously are some cultural differences between Asian countries, the 

firms in the study portray the Asian business culture as a hierarchical culture where personal 

relations and face-to-face interaction are necessary to ensure a good business relation. It is 

therefore important for them to meet with suppliers several times throughout the year either at 

the factories in Asia, on arrangements in Scandinavia or trade fairs around Europe, in order to 

establish and maintain a physical and personal relation as a foundation for the business 

relationship. Once a physical relationship has been established, communication by electronic 

means either by e-mail or telephone becomes much easier and none of the firms feel that 

language is a barrier for an effective communication. They experience that the Asian suppliers 

master the English language well, although better in writing than orally, so e-mail 

communication is preferable over phone-conversations.  

 

The hierarchical culture makes the Asian suppliers way of doing business a bit rigid at times. 

Firm C & D find this especially prominent in relations with their South Korean and Japanese 



	   62	  

suppliers respectively, but also in China were most of their garment suppliers are located. 

Communication has to go between members at the same level in the organization, and almost 

every decision of any significance has to be approved by the chairman, as people further than 

in the organizational structure are not empowered to make even minor decisions on their own. 

This can be considered to be a side effect of the very professional and structured Asian mind-

set, which makes communication a bit inefficient at times. Firm B and C both the put forward 

the meaning of the Asian “yes” as the most significant trait of the business culture that 

Scandinavian firms need to be aware of. Basically they experience that Asians find it very 

difficult to say no. As a result they often take on much more work than they realistically can 

manage. Hence, a yes from a supplier does not necessarily mean that everything is ok and 

under control. This put together with the fact that Asians suppliers can be a bit egocentric and 

cynical at times as reported by Firm A and D, lead to that relationships with Asian suppliers 

are not only characterized by trust, collaboration and mutual understanding, and need to be 

managed thereafter. This will be discussed in the next section.  

 

7.1.4. Control and inspection of suppliers and supply chain performance 

 

Three out of four firms in the study do not work through an intermediary or an agent and 

always work in direct relations with the supplier. The main reason for this is they argue, is 

that it makes it easier to control both the quality of the products and the production 

conditions. Control is indeed a word that is symptomatic for all the firms in the study when 

they describe how they handle their relations with Asian suppliers. On the background of the 

discussion in the previous section, where mutual trust and understanding were highlighted as 

pre-conditions for supply chain performance across various criteria, this can be seen as a 

paradox. At least it shows that there is no reward for naivety, and that although trust is an 

essential part of the relationships, still is a sense of distrust between the parties on some areas 

that are reflected in the significance of certain control mechanisms in the Scandinavian firms’ 

supply network strategies.  

 

 

Quality –  

 All the firms in the study sell technical outdoor clothing for use in rough terrain and under 

challenging weather conditions, thus the quality of their products are one of their competitive 

advantages and an area where no flaws can be allowed or errors can be made.  Even though 
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their long lasting suppliers in general are providing them a very good quality, this does not 

mean that it is an area that could be left un-administered by the Scandinavian firms. As Firm 

A and B report, perceptions of what an acceptable product quality actually entail, are to some 

degree different in Asia than in Scandinavians. Quality requirements must therefor be 

expressed clearly to the suppliers.  

 

The quality of the finished products is obviously dependent on the quality of the material and 

inputs in production. Fabric and material sourcing is an area where the firms in the study 

prefer to have full control and they are therefore always in contact with fabric suppliers 

directly and nominate all fabrics and materials the garment suppliers use in the production of 

the finished products.  

 

The development of control-mechanisms to assure that quality is up to standards, have been 

essential for all the firms in the study. For one thing it is important to test prototypes in 

laboratory (Firm A and D use an external actor for this), and make sure that samples from the 

factory are of the exact same quality as the prototypes. In the next instance it is also important 

to check the quality of the actual production and not only the sample, as all the firms have had 

cases where there was a big difference in quality between the quality of the samples and the 

finished products from the same supplier. 

 

To avoid that finished products either are flawed or in worst-case defect, the firms are 

checking every production to a smaller or a larger degree. Firm A for example have three 

people that constantly travel around and visit the factories to check on every production at 

three different stages, with ambition is to reveal potential problems as early in the process as 

possible, when they are least costly to fix. They have also recently employed an engineer 

whose responsibility is to teach new suppliers how to produce Firm A’s products. The other 

firms state that for the largest part of their productions, only a inspection of the finished goods 

are done, but that they from time to time also are controlling the products in the middle of the 

production process. This is normally done if they for some reason are more insecure about the 

quality in production, either because it is a new supplier, a new product or if they have had 

some variable experiences with the supplier in the past. Firm D also highlight that a little 

detail like a change in leadership or the replacement of an in-line supervisor in a factory can 

have severe implications on the quality. It is therefor important to have an eye open for small 

changes in set-up also within the individual factories.  
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Prices- 

In any market relationship prices are a criterion that not only directly affecting the bottom 

line, but also one that are transparent, measurable and comparable. Although the firms in the 

study express that it is dangerous to always go for the lowest prices, as price always are 

related to quality, they still have an interest in getting the most competitive prices in 

production. To achieve this firms express that it can be beneficial to have several suppliers 

that produce at least similar products, so that you can compare prices between the and more 

easily switch between suppliers. Firm C and D both state that they are experiencing that 

suppliers often raise their prices from one season to another, and put the blame on increased 

costs due to raising material prices, governmental taxes or other issues. Whether this is 

actually the case or not can be difficult to control. Since price negotiations always is a game, 

it is important to collect so much information on these things as possible in advance, so that 

you are well prepared in price discussions.  

 

Firm D stress the importance of always following up on your suppliers, because if the 

suppliers think that things are easy, they are going to try to cheat you. Even though Firm D 

practice ‘open costing’ and every supplier has to provide a breakdown of all their costs in 

production, they still find that some suppliers are giving them a false picture by exaggerating 

the use of materials and manual labour in production. Therefore they are now planning to 

perform inspections at the factories, where staff from their Asian office physically check the 

exact use of material and labour in production 

 

Reliability- 

An Asian suppliers “yes”, does not necessarily mean that the task will be conducted, 

everything is ok and that things will proceed smoothly. As experienced by Firm B and C 

Asian suppliers use “yes” more in the meaning of “I hear what you say, and will try do that”. 

Both firms learned this on occasions where they increased the orders from a supplier, in 

which they had good relations with, from one season to another. The suppliers accepted the 

order and promised to deliver on time, but when it came to it they were unable to deliver. This 

shows that it is not adequate to assume that the fact that a given supplier accepts an order 

from you actually means that the supplier has the capacity or skill to deliver. Because the 

Asian suppliers will have a hard time rejecting an order even if they are out of capacity, it is 

vital for the Scandinavian firms to make sure that the factory or supplier has not taken on too 

large orders, and assess whether it is realistic for them to deliver the asked quantities. In 
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relation to this Firm C have also found that in situations where suppliers cannot deliver in 

time, they often do not warn Firm C about problems in production. Firm C are to some degree 

struggling to make suppliers understand the significance of an open and honest 

communication, so that potential problems are revealed early and the effects late or failed 

deliveries have on the rest of the supply chain are minimized. This hesitation from Chinese 

suppliers to expose potential delivery problems, as well as the appeared lack of commitment 

in certain situations were also found by Salmi (06) in his study of Finnish firms in is study 

from 2006. 

 

Flexibility-  

In relation to the size of their suppliers, all the firms in the sample state that they small and 

medium sized suppliers are the most flexible towards them. Flexibility is thus not only a result 

of a mutual understanding developed over time, but also a matter of power in the relationship. 

Firm A and B work mainly with suppliers where they have a certain degree of influence in the 

relationship. Firm A prefers to work with medium and small suppliers. They are often 

dependent on Firm A’s orders and therefore willing to their outmost to keep Firm A as a 

customer. Firm C and D stress the importance of having a mix of small and large suppliers. 

Whereas the large ones offer you economies of scale, the smaller ones are more flexible; 

because of their influence they can a to certain degree force their will through with these 

suppliers.  

  

Corporate Social Responsibility (CSR)- 

Increased attention has been given to corporations’ responsibilities to assure that sustainable 

methods and chemicals are used in the production of their goods, and that the labour 

conditions in their value chain are of acceptable standards. As any negative revelations on 

these issues potentially can be very damaging for the Scandinavian firms’ brands and 

reputation, this is an area where the control aspect of relationship management is very 

prominent. All the suppliers have to sign the Scandinavian firms’ Codes of Conduct, which 

includes everything from health and safety issues, to the use of child- and compulsory labour, 

and fill out other self-assessment forms where they evaluate their on standards. In addition the 

firms conduct factory-inspections before they engage in a new supplier-relationships, either 

themselves or by using an agent or an external auditing firm.  
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None of the firms in the study report of any problems with issues like child labour.  Firm B 

state that the use of overtime (and possibly forced labour) is an issue in the apparel industry. 

Due to the limited order windows, much of the production has to be done in within a short 

timespan on certain times throughout the year. For the most part factory-inspections reveal 

some minor health and safety issues (like the placement of fire extinguishers), like that needs 

to be fixed. Despite the fact that they have had no significant problems in relation to CSR 

issues, or maybe exactly because of this, all the firms underline the importance of developing 

procedures on these issues to reduce the risk of any negative revelations in their value chain. 

 

7.1.4 Summary:  Similarities across firms in the study and possible explanations  

 

In above discussion I´ve demonstrated that the use of Asian suppliers have some inevitable 

implications on how the Scandinavian apparel firms structure their own organization. For one 

thing the geographical distance make for leads-times in production of approximately 6 

months, which entail that the firms to some degree have to forecast demand and take on some 

inventory risk.  Nevertheless, despite these implications, Asian suppliers are attractive 

because they are competitive across a number of sourcing criteria.   

 

Long-lasting and good relations with the suppliers with an atmosphere of trust and mutual 

understanding are put forward as the key for success in Asian sourcing for all the firms in the 

study. The fact that the firms in the study state that their longest supplier relationships also are 

the best performers on quality, price, flexibility and dependability, does not necessarily prove 

that long relations leads to good performance, since it could just as well be the other way 

around. A poor or non-functioning relation will never become long lasting one, because the 

firms will only proceed with the well-functioning relations. Despite this, I will argue that due 

to the technical nature of the products they sell (joint processes with supplier->high set up 

costs) and some traits of the Asian business culture (focused on personal relations), the 

importance of long relations might be especially important for the firms in my study in order 

to ensure appropriate performance of their Asian supply network. 

 

At the same time, although trust is regarded to be an essential asset in the relationships, it is 

limited to certain areas and situations, and is only a part of the complete picture. Procedures 

of control, inspection and verification of suppliers are also a natural and vital part of the 

Scandinavian firms strategies. The mentioned quality focus of their products can be one 
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explanation for this. Because the perception of quality differ between the Scandinavian and 

Asian culture, quality control is necessary. Control is also vital because the Scandinavian 

firms experience that the Asians hesitation towards saying no to more business (orders), at 

times make them unreliable because they take on too much work. In addition control is 

important to achieve best possible prices and to assure that international acceptable labour- 

and environmental standards are followed in production.  

 

The paradox that a good supply chain performance on one hand rests on trust building, 

personal relations and mutual understanding between the firms and their suppliers, while there 

is an obvious need for a quite extensive control and inspection of the same suppliers on the 

other, seem to sum up the strategies of the firms in this study. It seems apparent to me that in 

order to succeed with their Asian supply networks, the Scandinavian firms need to develop a 

strategy that strikes a balance between these to separate forms of management in their 

supplier relations. 

 
Trust Building, mutual 

understanding 

Supply chain 

performance 

Control, audits, inspections 

->Personal relations, frequent meetings 

in person  

-> Long and close relationships 

-> Build relationships brick by brick  

-> High set-up and re-development 

cost, (no “vendor-hopping”)  

-> Open communication with supplier 

-> Strict plans and deadlines within 

own organization 

-> Mutual favours, help each other out  

 

 

 

 

Quality 

 

Price 

 

Reliability 

 

Flexibility 

 

CSR 

-> Strict control of samples and prototypes 

-> Nomination of fabric and other inputs 

->Quality control in production and of finished 

products 

->Portfolio of supplier relationships 

-> Cost control (open costing), developments in 

Asia 

-> The Asian “Yes” - follow up on suppliers 

-> Power/influence over supplier 

-> CSR – Self assessments, CoC, factory 

inspections 

 

 

Figure 7.1: Trust and control -> supply chai performance 
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7.2.0 Diverging strategies and firm characteristics  

 

In the previous section I identified and discussed similarities in the strategies of the firms in 

the study. While they all shared some experiences and thus have similar thoughts and 

strategies on some areas, findings in section 8.0 also show that there are some significant 

differences between the firms. They do especially diverge in the overall structure of their 

supply chain, as well to which extent and for which functions they use external actors.  

 

7.2.1. Firm size 

 

Their size is one characteristic that separates four firms (cases), and a parameter that possibly 

can explain the differences in firm strategies. In my forthcoming analysis of the connection 

between firm size and supply network strategies I´ve put the firms into two groups based on 

their yearly turnover, where the first falls within the small and medium sized enterprise 

(SME) category as defined by the European commission (based on turnover), while the firms 

in the second is by this definition not SMEs. First the firms within the groups are compared 

with each other, before the groups are compared with one another. 

 
 
 
Turn-over: 

€10-40 million 
 Firm A: 

Units: 700-800 000 

Staff: 11 

 Firm B: 

Units: Not revealed 

Staff: 10  

 
 
 
 
Turn-over: 

€75 million 

 -> 

 Firm C: 

Units: 2 500 000 

Staff:  40  

 Firm D: 

Units: 8 700 000 

Staff: 40  

Figure 7.2 Analytical framework (firm size) 

 

7.2.2. Implications of size on firm strategies:  Comparing Firm A and B 

 

Firm A and B’s turn-over which is in the range of € 10-50 million, make them fall within the 

European Commission’s definition of medium sized enterprises (<- €50 million) on this 

parameter. (EC 2012: 8) Thus, although they are the two smaller firms in the study, they both 
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are of such a size both in terms of sourced units sourced annually and people in their 

organization (both have about 10 employees directly involved in Asian sourcing), so that they 

are capable of making strategic choices regarding their supply networks. At the same time 

they are quite small compared to the biggest apparel brands in the world, and hence might act 

differently than those, either out of choice or because of constraints their size imposes on their 

possible actions. Therefore I find it interesting to analyse and compare the Firm A and B 

structure and experiences in Asia to see whether there are some patterns here that can be 

traced back to their size.  

 

7.2.2.1 Supply network structure and management 

 

One thing that stands out is that despite the fact that the two firms are of roughly of the same 

size, their way of organizing their supply networks differ substantially. Firm A has 5 people 

in Scandinavia that are working with sourcing form Asia, as well as an office in China with 6 

employees that they plan to expand to 10. A very large part of the sourcing is done from the 

Chinese office, which performs quality controls, some parts of the garment- and fabric 

sourcing, as well as CSR inspections. The only external actors besides the suppliers that Firm 

A use is a laboratory that test the prototypes for chemicals, waterproofness etc. The CEO 

states that having an office in Asia is alpha omega for them to succeed in the Chinese 

business culture that is very much based on relations and where quality in production 

constantly has to be followed up.  

 

Firm B on the other hand does not have an Asian office, nor do they work with any agents or 

intermediaries. Hence the direct relationships with suppliers are administered from 

Scandinavia. They communicate mainly e-mail and Skype, but stress that the establishment of 

a physical relationship is essential for an electronic communication to be effective. Meeting 

suppliers in person either in Europe or Asia is therefore crucial.  To do quality controls in 

production and CSR inspections at the factories, Firm B engages two separate auditing firms 

that have specialized in performing these functions.  Firm B also does more of the product 

development in-house. While Firm A test and approve prototypes that are co-develop with-, 

and in the end made by the suppliers. Firm B makes the prototypes themselves and test them 

in their own laboratory, the suppliers task is to make a finished garment that are a 100 % same 

as the prototype.  
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It is also worth noticing that Firm A which is the smallest firm in the sample, are the only one 

that experience that their garment producers get better prices from the fabric suppliers, and 

thus let them negotiate the prices on fabric. Another interesting finding is that Firm A report 

of lead of 3-4 months lead time from Asia, while for Firm B these are normally 6 months. 

Given that the time of transportation is the same for both firms (6 weeks), Firm A lead-times 

must be a result of a shorter pre-production and /or production phase, which might be 

connected to their smaller size and smaller production batches.  

 

In many ways the strategies of Firm A and B display to distinct ways of managing the same 

type of issues and challenges in their supply networks. During their first years in China, Firm 

A found that the establishment of a Chinese office was necessary to reduce problems in 

quality and reliability of deliveries. Thus they are now handling a large part of the 

relationships from the Chinese office. They have a strong focus on relations, and often handle 

the suppliers in an informal way.  Examples of this are that they do not write extensive 

contracts with their suppliers and often use other ways of payment than Letters of Credit. 

Disagreements are handled by negotiations, and the parties usually come to terms because of 

their mutual interest in continuing the relationship. Firm B did also experience a lot of 

problems with quality and reliability in their first two years in Asia. However they did not 

establish an Asian office. Instead they focused on improving processes within their own 

organization. Now they have full control of their own processes, and are very strict on their 

deadlines in product development, sales and marketing so that plans and dates are followed. 

Furthermore they try to have an open and extensive communication with suppliers, and be as 

predictable as possible in their orders, so that the suppliers know what volumes to expect from 

Firm B. These actions have improved the quality and reliability in their Asian supply chain 

drastically. 

 

7.2.2.2 Firm size relative to size of suppliers 

 

In relation to the size of their suppliers, neither Firm A nor B do work with the biggest actors 

in the business, but prefer to work with suppliers of a smaller size because then they are 

assured to get a certain influence which is important for product quality and to achieve a 

general flexibility in the relationship. Firm A says that they prefer to work with small and 

medium sized suppliers, as they have tried to work with a larger supplier (plus 3000 workers), 

but did not feel that they had a say in that relationship, which affected the quality of the 
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products and the services delivered from supplier. Firm B also try to make sure that they 

constitute a certain share of the supplier’s total production so that they have influence in the 

relationship, but not the extent that the supplier becomes totally dependent on their orders.  

 

Even though it is not a straightforward task, neither of the firms experience that it is very 

problematic to find suitable suppliers. They find that attributes other than their size such as 

the reputation of their brand in regard to quality make them an attractive partner for many 

suppliers, and are approached by several suppliers every week. In general they experience that 

Scandinavian firms are particularly attractive for Asian suppliers because they are regarded to 

be reliable payers, as well as fair and easy to deal with, in addition to having a reputation for 

good quality. However, Firm A have all their production and Firm B most of their production 

in China, a country with very skilled suppliers, but also a country where the cost production 

are increasing. Given the time it takes to build new well-functioning relationships, moving 

production into a new country with a new supplier can be a daunting task. Firm B has 

suppliers with branches in other countries, but do not want to move to a new location as one 

of the first firms, because the quality of their products requires a certain skill level in 

production. Firm A has begun to look for possible suppliers outside China, but has for the 

time being not established any relationships in other locations as they still find their Chinese 

suppliers most competitive.   

 

7.2.3. Implications of size on firm strategies:  Comparing Firm C and D 

 

These two firms are in terms of size a league above the Firm A and B, each having 

approximately 40 people in their organization that are working directly with Asian sourcing, 

compared to about 10 for the other two. Because of the volumes in their production they have 

a potential larger influence and bargaining power than the smaller firms, and it can thus be 

expected that their strategies at least in some areas will be similar to the ones of the biggest 

global apparel brands, that often is portrayed in the literature on sourcing. It is also worth 

noticing that Firm D is substantially bigger than Firm C, which the number of units they 

source from Asia annually show (8 700 000 , 2 500 000) Hence, it can also be reasonable to 

assume that this difference in size also lead to a differences in the supply networks strategies 

of Firm C and D. 
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7.2.3.1 Supply network structure and management 

 

As was the case with the two smaller firms in the sample, also Firm C and D differ in the 

structures of their Asian supply networks. Firm C is the only company in the study that does 

not work with any external actors besides the suppliers in their Asian supply chain, and thus 

are handling every aspect of the sourcing process themselves. They have an Asian office that 

was established in 2010, which is quite small compared to the size of the rest of Firm C´s 

organization with a staff of three, while 40 people or so are working with Asian sourcing from 

their Scandinavian office. The responsibilities of the Asian office are limited to quality 

control in production and sourcing of minor inputs in production. The rest of the functions 

such as design & development, fabric and garment sourcing, prototype testing, and CSR 

inspections are handled by people at the Scandinavian HQ.  

 

Firm D, which is the biggest firm in the sample, is on the other side the only company that use 

an intermediary in the sourcing process. They are now using a large sourcing agent in about 

60 % of their garment sourcing, while they are solely responsible for the other 40 %. The 

sourcing agent works as a middleman between the product developers and the supplier, and 

make sure that product specifications are proper understood and relate questions from supplier 

back to Firm D. In addition the agent is doing quality controls in production, as well as CSR 

inspections at the factories. Firm D’s Asian offices with 6 employees are performing these 

same functions for 40 % of the garment sourcing. Firm D started to work with this sourcing 

agent in the middle of the 2000’ands, basically because their owner at the time (a private 

equity firm) wanted the management to focus on other aspects of the business, and thus 

outsourced the sourcing process. Before this Firm D had an Asian office with about 30 people 

employed. At first the sourcing agent were responsible for almost the entire garment sourcing, 

but Firm D has recently taken over more of the sourcing themselves, and thus use this 60-40 

hybrid model today. Reasons for this are that they wanted to be more in direct control of the 

sourcing of their most technical products. In addition some of their smaller suppliers find the 

sourcing agents structure overly bureaucratic and rigid, while Firm FD’s largest supplier, a 

transnational manufacturing group, regard the sourcing agent as their competitor and will 

therefore not work through them.  

 

Both Firms have five or so suppliers that they regard to be their key ones, and where the 

relationships have lasted for 15 years or more. With these suppliers they have particularly 
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close relations and a have developed a mutual understanding so that the firms are sure that the 

quality and reliability of the suppliers services are of top standard. However they experience 

that price negotiations with these and other suppliers can be a challenge because the suppliers 

often raise their costs from one season to another and blame it on increasing labour cost or 

new governmental taxes. As it is difficult for Firm C and D to check whether the increasing 

prices are a result of increased costs or of raised supplier margins, it is important for them to 

monitor developments in Asia so that they are prepared in price negotiations. To be assured of 

the actual costs in production, Firm D demand to get a breakdown of every cost in production 

from the supplier (open costing). In addition they are now planning to send people form their 

Asian office to physically check that the fabric consumption and use of labour in reality 

corresponds with what´s stated in the cost breakdown. To be better informed about 

developments in Asia Firm C try to have an open dialogue with their largest suppliers, look 

for reports in the media and use their staff at their Asian office. The fact that they often have 

several suppliers within the same region(s) also makes it easier to control whether material 

prices or labour costs are increasing.  

 

7.2.3.2 Firm size relative to size of suppliers 

 

As opposed to the two smallest firms in the sample, Firm C and D have some of their 

production in Europe (5- 10 % and 20 % respectively). This is mainly production of basic 

products in simple fabrics such as wool and cotton. Firm D is the only firm in the sample that 

double-source some of their products. They take advantage of the shorter-lead times from 

Europe (2 months compared to 6 for Asia), and use European suppliers to fill in inventories in 

a certain size or colour for some of their best selling technical products. Because the fabrics 

used in the technical products are produced in Asia and thus have to be transported to Europe, 

either Firm D or their European has to forecast demand and hold some fabric in advance, to 

keep the lead times down. This imposes an inventory risk, and is thus a reason why this 

strategy only pays off for small amount of products. Firm D also state that being bigger is 

better in price negotiations with fabric- and garment suppliers, and that they need some more 

scale in production in order to reach the ‘next level’ and further push prices down. 

 

Both firms point to the benefits of having a portfolio of suppliers, both larger - and smaller 

ones. The smaller ones are in general more willing to help out and adapt their production 

processes to changing circumstances, which provide the firms more flexibility in their supply 
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chains. The bigger ones provide economies of scale, are in general very professional and 

reliable, and sometimes are able offer them shorter delivery times. The bigger suppliers also 

have branches in several Asian countries so that Firm C and D to a certain extent can pick and 

choose production locations based on duties and taxes, land labour costs among other things.  

In these days where every apparel firm experience that the costs in China is increasing, they 

take advantage of this and are testing out new locations for production, in the first instance for 

their least technical products. Their volumes in production make Firm C and D able to work 

together with existing suppliers, for example by promising the supplier a certain volume in 

their orders from their new factory in a new location, if the supplier guarantees for the quality 

and reliability in production. By using existing supplier relations Firm C and D reduce the 

risks involved in going into new low-cost countries and cultures where suppliers have 

presumably less skill and experience in apparel manufacturing than in Chinese ones. 

 

7.2.4 Discussion: Cross-comparing cases – How does size matter? 

 

Three out of four firms in the study do not use intermediaries or agents and exclusively work 

directly with the suppliers, and the one that does use a sourcing agent (Firm D) is by far the 

biggest one out of the four in terms of units produced annually and yearly turnover. These 

findings contrast the findings in Åkesson et al (2007) and Palpacuer et al’s  (2005) studies 

where it was the smaller firms that used indirect sourcing (agents and intermediaries) to the 

largest extent, in order to bridge cultural and geographical differences. One explanation for 

this can be that all the firms in my study is of such a size that they can do the investments 

required to mitigate the effect of these differences themselves (frequent visits/meetings with 

suppliers, Asian office). I will also argue that Firm D’s size is not the reason why they are 

working with a sourcing agent, since this decision was made by their owner under special 

circumstances, where they wanted Firm D´s management to put their time and effort in 

sorting out problems in other parts of their organization.  

 

Hence, in general I find it difficult to observe a pattern in the way the firms in my study 

structure their Asian supply network, as they all have some distinctive ways of doing things 

that hardly can be to traced back to their size. If anything, Firm A and D, the smallest and the 

biggest ones, resemble each other in the way that they both have a quite large organization in 

Asia (Firm D’s sourcing agent included), while Firm B and C are performing more of the 

functions from Scandinavia. Whereas Firm A and C share that they use external actors to no 
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or a very little extent, compared to Firm B and D. As a result every firm share some 

characteristics with the others on a very abstract level, which suggest that the actual structure 

of their supply networks probably are dependent on other factors than firm size, not covered 

in my thesis (the firms’ ownership structure can be one).  

 

 

From looking at number of garment suppliers each firm has (Firm A: 10, Firm B: 15, Firm C: 

15 and Firm D: 40), it is difficult to reveal a typical pattern other than that is logical that the 

largest firms also have the largest number of suppliers. The fact that firm B and C have the 

same number of suppliers despite their difference in size, rightfully suggest that Firm C have 

a more consolidated supply base than Firm B. However I do not see a clear tendency where 

the largest firms in the study to a larger extent follow the supply chain rationalization strategy, 

that involves a consolidation of the supply base and sourcing countries, and a concentration 

on core suppliers, which is described by Staritz (2011) and Palpacuer et al (2005). The 

number of suppliers can also be explained by the variety of product types each firm have or 

other things that is not covered in my study.   

 

At the same time some observations reveal that size actually has some implications on 

possible actions and configurations in their supply network, and thus the strategies of the 

firms in the study. With increased size comes more power and options due to the larger 

volumes in production. For one thing, Firm A is the only that find that their garment 

producers have a larger bargaining power than themselves in negotiations with fabric 

suppliers. Thus, as the opposite is true for Firm B, C and D, these firms can be expected to get 

better prices on fabric and other inputs than Firm A. In its simplicity, the bargaining power of 

the firms towards fabric and garment suppliers increase as the volumes in production increase, 

so as a rule the bigger you are the better prices you receive. On the other hand Firm A’s lead 

times (3-4 months), compared to the other firms’ (6 months), might imply that there is a 

advantage to be small in this respect. This is something that I do not have had the capacity to 

thoroughly investigate, but something that might be interesting to look at for other 

researchers. 

 

 In general Firm C and D seem to be more occupied with how to gain best possible prices 

from their suppliers, and conscious of the possibility of that the suppliers might exaggerate 

the cost in production and that way cheat them on prices. As a result these firms are the ones 
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that have developed procedures to monitor developments in Asia and thus be better prepared 

in price negotiations. Possible explanations as to why these firms are more on alert than Firm 

A and B regarding this, can be that due to their large number of units in production, small 

price adjustments per unit have a serious effect on their bottom line. One other explanation 

can be that since they have a larger organization (more employees) than Firm A and B, they 

are more able to focus on the smaller details that in sum can be of great significance. On the 

other hand, the reason why for example Firm A does not focus on this issue might be due to 

the fact that they have concentrated their production in China where they also have their own 

office. Hence they are able to monitor their suppliers to such an extent that they are not able 

to cheat Firm A on price.  

 

Another strategy that is more accessible for larger firms is the one of the double sourcing. 

Whereas Firm A, B, and C do not do this, and explain it by their lack of the necessary 

volumes in production, Firm D does this for some oft their best selling products, which gives 

them a more responsive supply chain and as the can quicker replenish these products to the 

European market. The most interesting distinction between the smaller- and the a larger firms 

in the study, however, is to me the way they relate to the increasing costs in China, and thus 

are positioning themselves strategically for a possible development where China gradually 

loose their competitive edge in apparel manufacturing. The bigger firms seem to be leading 

the way to a larger extent by working together with existing suppliers in new locations. 

Because of the size of Firm A and B and their suppliers, they are not able to pursue the same 

strategy. This will be more thoroughly discussed in the section about strategy formation later 

in this thesis. The conections between firm size and strategic options that I have found in the 

study are summarized in the table below. 
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Figure 7.3: Firm size and strategic options 

 

7.3.0 Years of Experience in Asian sourcing – Firm B the “odd case” 

 

The number of years that the firms in the study have been using suppliers from Asia is next to 

their size a characteristic that I felt might be relevant in order to explain possible differences 

in the strategies between them. Quintens et al (2005) found that firms in their early phase of 

their international sourcing and purchasing often use intermediaries and agents in order to 

avoid problems with language, customs and business practices when entering new supply 

markets. (Quintens et al: 2005: 67) Whereas Firm A, C and D have had Asian suppliers for 

between 25-30 years, Firm B only recently moved their production from Eastern Europe to 

Asia, and have only been involved in Asian sourcing for 6-7 years. Thus, as a firm they are 

quite young in the Asian business environment, and on that background could be thought to 

be the firm in this study that use intermediaries in their relations with suppliers to the largest 

extent. This is not the case though as Firm B have direct relationships with all their suppliers. 

They are also the only firm in the sample that does not have an office is Asia, which is 

described as a necessity by Firm A and also put forward as vital to succeed in the Asian 

market by the literature on the subject (Palpacuer et al: 423) (Staritz 2011: 30)  

 

By going into the Asian Sourcing without the help of an intermediary and without 

establishing an Asian office, the two things described in the literature as the main ways of 

mitigating the effect of cultural and geographical differences, one would be suspect that Firm 

B was doomed to fail. However after an initial phase that was challenging, Firm B now have 

Bargaining 

power (size) 

Firms  Options  

 D ->  Double sourcing (one Asian- 

and one European supplier for the 

same product) 

 

 C and D -> Check and control suppliers’ cost in production 

-> Work with existing supplier when going into 

new locations (countries) 

 

 B, C and D -> Negotiate prices with fabric and material suppliers 

themselves 

 

 A ->Leave price negotiations in fabric and materials to garment suppliers 
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established a stable and reliable structure in Asia, without deterring substantially from their 

initial strategy. How can this be explained? 

 

7.3.1 Developments in Asia -> make way for a different strategies?  

 

Firm B certainly had their troubles in their first two years in Asia, where miscommunications 

and generally a lack of a joint understanding between Firm B and their suppliers were the 

cause of quality problems and unreliable supplies. However, Firm B now reports that these 

things are much better and experience that both the quality and the reliability of their Asian 

suppliers satisfy their standards. Reasons for this they argue is steps they have taken within 

their own organization to optimize the performance of their supply network. In short these 

entail that they are clear and explicit about their particular mode of working (Firm B does all 

the product development themselves, the suppliers job is to sew garments on clear 

specifications). They have strict deadlines and plans within their own organization and in the 

relationship that are to be followed, and they try to be as predictable as possible in their orders 

and share information and forecasts, so that the suppliers know what to expect form every 

season.  

 

When looking at Firm B supply network strategy and experiences in Asia, one can also argue 

that a reason why they succeed with this mode of cooperation is because they only went into 

Asia 6-7 years ago, which made it easier to establish the necessary relations, mechanism and 

procedures without having to go through an intermediary or invest in an Asian office. Due to 

the technological progress, communication is now way easier than before e-mail and Skype 

were invented and you had to communicate by fax and/or over telephone. As a result, given 

that you establish a physical relation first by visiting the suppliers in Asia, maintaining good 

supplier relations that are brought forward as vital in the Asian business culture, can now be 

done by simpler means and less effort.  

 

In addition it is natural to think especially in China where western apparel firms have been 

present for 30 years, both the suppliers and the western firms have become accustomed to 

each other’s business practices. Thus not only are western firms more aware of possible 

implications of the Chinese (Asian) business culture and able to take the necessary pre-

cautions, it is also natural to believe that is the same the other way around as well. Chinese 

suppliers have, through years of working with western apparel firms, adapted to these firms 
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requirements in relation to quality and reliability.  Last but not least it is worth to underline 

that although Firm B is not using an external actors in the sense of a middle-man between 

them and the suppliers, they are engaging two auditing firms to handle the quality control in 

production, as well as the factory inspections related to CSR. The existence of specialized 

auditing firms as such is thus a reason why Firm B are able to conduct the necessary control 

of the suppliers, which also seem to be an essential part in the management of supplier 

relationship.  

 

7.3.2 A case for further exploration 

 

In sum, developments such as inventions of new means of communication, western and Asian 

(Chinese) firms that over years of doing business have accustomed to each other’s practices, 

and the formation of firms that are specialized in controls and audits, coupled with Firm B 

strict plans and deadlines, makes it possible for them to succeed in Asia without and 

intermediary or an Asian office. This is particularly interesting as Firm B is selling high 

quality clothing. Hence, this observation contrasts the one from Bolisani & Scarso (1996) that 

found that apparel firms that produce high-quality garments often focus on close-

collaboration relationship with suppliers in cultural and geographical proximity. (Bolisiani & 

Scarso 1996: 81) Thus, it could be interesting to use Firm B’s experiences and strategy in Asia 

as a starting point to explore whether the business practices and culture in Asia and “the west” 

have approached each other to such an extent, so that they can now be managed by other less 

resource demanding means and structures than those portrayed in past research (ref. 

intermediaries or Asian office). 

 

7.4.0 Strategy Formation  

 

Three of the firms in the study have been involved with Asian suppliers for over 25 years. 

During this time it is naturally that changes in circumstances either in technological 

innovations, in the economic and social conditions in Asian countries, or in the Scandinavian 

firms own organization (increased size new product types), have altered and shaped their 

strategies either consciously or unconsciously over the years. In relation to this I find it 

interesting to bring in the theories developed by Mintzberg et al (1978, 85) concerning 

strategy formation and the relationship between intended, emergent and realized strategies 

that are outlined in section 4.2 above.  I will discuss and analyse some of the empiric findings 
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from the interviews on the background on the theories on strategy formation, in order to 

provide an answer for my third research question: 

 

“To what extent are the Scandinavian firms realized strategies a result of emergent and/or 

intended strategies? “ 

 

When comparing the experiences of the various firms in my study, I make several 

observations that are interesting in the light of Mintzberg and Barney’s model that describes 

the relationship between an intended and a realized strategy. They call an intended strategy 

that actually becomes realized, for a deliberate strategy. While an intended strategy that for 

some reason (for example changing circumstances) never gets realized is branded an 

unrealized strategy. A realized strategy might also come as a result of a gradual, and in many 

times an unintentional formed emergent strategy. These forms of strategy (deliberate, un-

realized and emergent) become a natural source of learning and in the next phase shape the 

intended strategies of the firms. (Mintzberg and Waters 1985: 257-58, 270-72) One example of an 

unrealized strategy is the situation experienced by several of the firms in the study (A, B and 

C), where they because of positive past experiences with a certain supplier have severely 

increased the quantity of the orders from this supplier from one season to another. However, 

when they experienced that this supplier where are not able to deliver the ordered quantities 

even tough it had accepted the order (Ref. the Asian “yes”), the intended strategy became an 

unrealized one. As a result of these experiences the firms are now aware of this pit-fall, and 

thus have an intended strategy that involves proceeding carefully with existing -as well as 

new suppliers, and not to increase orders drastically from one season to another. 

 

The observation that I find the most compelling and relevant to discuss in relation to this 

model, is how the different firms relate to the changing circumstances in China (increasing 

production costs), as I here clearly see a distinction between the smaller and the bigger firms 

in the sample. This will be discussed in the next section.  

 

7.4.1 Increasing production cost in China: Deliberate and emerging firm strategies. 

 

All firms in the study have in common that they all are using suppliers and factories based in 

Asia for the main bulk of their garment production. Internal developments in China have thus 

potentially severe implications on their supply chain performance, as this to a large extent is 
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dependent on the Chinese suppliers’ competitiveness in manufacturing. Firm A are totally 

dependent on Chinese suppliers as they have all their production in China, Firm B states that 

they have garment production in a limited number of Asian countries, but that China is the 

main location. Firm C and D are also to a large extent dependent on Chinese suppliers, 

although their garment production is a little more spread over a number of European and 

Asian countries. (Firm D had approximately 50 % of their production in China in 2011).  

 

China is and has been such an attractive location for these firms because of the stable political 

environment, the low labour-cost and the skill-level of the workers and the management on 

factories. However all firms now experience that the production costs in China is increasing, 

mainly due to the increasing wages in the country.  This is a result of an intentional policy by 

the Chinese government, that as a part of their growth strategy are raising minimum wages in 

order to increase domestic consumption, as well as consequence of social development in 

China where Chinese workers are more inclined to work in low-paid factory, which led to a 

shortage in labour supply.	  (Ceglowski & Golub 2011: 11) All the firms thus bring forward the 

increasing cost in China a possible future challenge that either has,-  or are likely to have large 

implications on the structure and strategies of their Asian supply networks. 

 

In my analysis of the relation between the size and the strategies of the Scandinavian firms, I 

came across differences in how the two larger ones (C and D) and the two smaller ones (A 

and B) position themselves strategically on the background of the developments in China, 

which was quite striking. The main difference is that Firm C and D because of their size are 

able to work together with existing suppliers that have branches in several countries when 

they move production into a new location. For one thing this make the Scandinavian firms’ 

able to pick and choose location based on benefits on taxes, tariffs and duties into Europe that 

are given to certain developing countries. In the next instance Firm C and D can actually help 

the suppliers to establish a factory in a new low-cost location by guaranteeing the supplier a 

certain volume in their orders, so that the supplier are assured of a stability in production. In 

exchange Firm C and D demand that the supplier bring with them the capabilities and skills 

from one of their well-functioning factories, so that they can guarantee for the quality and 

reliability in production. This way Firm C and D experience that the risk of going into 

countries with a different skills-set and culture than China, can be severely reduced. 
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This active strategy of Firm C and D as a reaction to the developments in China, I will say is a 

clear example of an intended strategy as described by Mintzberg and Waters in their model. 

Both firms have been actively been pursuing this type strategy for a while, which have lead 

them into trying new manufacturing locations such as Vietnam, Bangladesh, Sri Lanka, 

Myanmar, Indonesia, India and Philippines with mixed results. In some locations such as 

Vietnam they have had good experiences and the intended strategy of establishing a new well-

functioning factory has thus become realized, and turned into a deliberate strategy. In other 

cases moving production into a new location has proved to be overly problematic and thus 

had do be abandoned. In these cases the intended strategy never got realized and thus became 

a unrealized strategy. The best example of this is that both firms have tried out factories on 

several occasions because of great stories on price, quick lead-times and quality, as well as 

good looking sample, but every time the production has been a complete disaster, with the 

confirmed prices going up, the quality down and deliveries never on time. In any case both 

the un-realized and realized (deliberate) strategies in terms of suitable locations for 

production, are a part of the Firm C and D learning and thus is fed back to their intended 

strategies in this area.  

 

Firm A and B on the other hand, although also aware possible long-term implications the 

increasing production costs in China can have for the country´s competitiveness in apparel 

manufacturing, are not as active as Firm C and D in seeking new locations. Firm A have 

started to talk to suppliers in other countries for example one that recently had moved 

production from China to Vietnam. However, they have not yet jumped on any offers outside 

China as they still find their Chinese suppliers more competitive even from a pure price 

perspective. Firm B who has supplier with branches in other Asian countries state that they 

have not yet moved production there because they for now do not possess the skill level 

required. It is something Firm B is considering though, but they explicitly say that they do not 

want to be among the first apparel firms in a new factory in these locations, and prefer to wait 

until other actors have been there some years and trained the factory. By having this “wait and 

see”-strategy in relation to developments in China and possible new locations for garment 

production, Firm A and B can be said to follow a path where the eventual realized strategy 

will be a result an emergent strategy, because as of today they have no intended strategy in 

regard to preferred future manufacturing locations. (Mintzberg and Waters 1985: 257-58)  
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Figure 7.4 Strategies in China 
 

These distinct variations in strategies between the smaller and larger firms seem to be 

perfectly sensible from a risk perspective. Because Firm A and B have smaller volumes in 

production than Firm C and D, they would have to move a larger share of their total 

production if they were to try out a new location. The effect of a production that goes wrong, 

as Firm C and D have experienced in India, could thus have a severe negative impact on their 

aggregate supply network performance. While C and D can afford to take a risk of a 

unsuccessful factory establishment in a new location, because it will not have such a large 

effect on their total performance, whereby they also can gain the benefits of lower production 

cost a successful establishment in a new location might give them. 

 

Today the increasing (labour) cost in China is a topic that is widely debated both in the media 

as well as in the research literature. Possible implications both for the country itself and for 

the firms and sectors that have a have used China as a destination for a large part of their 

production, is an increasingly popular subject of discussion. I therefore would think that the 

identification of clear differences in the strategy modes that separates the largest and the 

smallest group of firms in my study, could add a valuable insight on this topic, a topic that 

most likely will the subject of research and discussion in the years to come.  

 

 

 

Intended	  
strategy 

Realized	  
strategy 

Deliberate	  strategy:	  
(Firm	  C	  and	  D)	  move	  
some	  production	  into	  
new	  low	  cost	  locations	  
through	  existing	  
suppliers. 

Emergent	  strategy.	  (Firm	  A	  and	  B).	  
”Wait	  and	  See”.	  Move	  into	  new	  locations	  
after	  other	  actors,	  when	  they	  are	  sure	  of	  
the	  skill	  and	  quality	  in	  production. 

Unrealized	  strategy:	  (Firm	  C	  and	  D.)	  	  
Unsuccessful	  factory	  establishments	  in	  
new	  locations	  (India)	   

	  

Feedback:	  Successful	  factory-‐	  	  	  
establishments	  in	  new	  locations.	  
(Vietnam,	  Bangladesh) 
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8.0 Conclusion 
 
In this thesis I have compared the strategies of four Scandinavian apparel firms that have in 

common that they source all or a very a large part of their production form Asian suppliers, 

they sell and develop the same type of technical outdoor clothing, and all have Scandinavia 

and the rest of Europe as their main markets. Through interviews with key in personnel in the 

four firms I gained insights in in how they structure and manage their Asian supply in order to 

overcome the challenges arising from the geographical and cultural distance, and hence 

secure an appropriate supply chain performance across the criteria of price, quality, 

flexibility, lead-times and CSR. 

 

My first ambition was to identify and explain similarities in the firm strategies. Here I found 

that all the firms emphasize that the build-up of stable and close supplier relationships are 

vital to succeed in Asia. Trust building and the developments of a mutual understanding 

through face-to-face meetings with suppliers was deemed as important for performance across 

all criteria. This was partly explained by the Asian business culture where personal relations 

and a harmonic and positive atmosphere are necessary condition for a business successful 

relationship. In addition the high quality focus of their products and a product development 

phase that often involved the supplier, led to a high set-up and re-development cost when 

engaging in new supplier relationships. The firms reported that it most often would take 1-2 

years before a new relationship went smoothly; changing suppliers frequently was therefore 

not an option.  

 

At the same time as a mutual trust was regarded to be an important asset, I learned that it was 

limited to certain areas, and control and inspections of supplier behaviour also characterized 

the relationships. The different perception of quality in Asia compared to Scandinavia, the 

Asian suppliers reluctance to say no to new business despite a lack of capacity, and their 

unwillingness to expose potential problems with deliveries, forced the Scandinavian to 

develop mechanism for control and inspection to secure the quality and reliability of 

deliveries, as well as to ensure compliance with CSR standards, and in some instances also 

prevent to be cheated on prices. Thus, I found it interesting that handling supplier relations in 

Asia to such an extent entailed balancing two in many ways conflicting modes of 

management, namely trust and control.  
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The firms in my study where all of different sizes and I therefore wanted to investigate 

possible implications firm size had on their strategies. Although all the firms reported of 

many of the same types of issues and challenges in Asia, they all had distinct ways of 

organizing their supply networks, which hardly could be traced back to their size. This 

suggests that the actual structure of their supply networks and the use of external actors, are 

dependent on other factors that are not covered in my study. Interestingly, Firm B, which had 

the least experience form Asian sourcing (6-7 years compared to 25-30 for the others), was 

the only one in the study that did not have an Asian office, nor did they work trough an 

intermediary. One of these two modes of entry is almost deemed as necessary to succeed in a 

new and unfamiliar business environment. The fact that Firm B, despite a problematic first 

two years, now experience that their supply network is functioning well without using any of 

these entry modes, might imply that the Asian and Western business cultures now have 

approached each other and that the differences today are possible to handle without having to 

invest in an Asian office.    

 

Furthermore, I found that with size comes more options and room for manoeuvre, which 

made the larger firms in the able to pursue other- and more diverse strategies than the smaller 

ones. Size equals bargaining power, which gave the larger firms better prices from fabric- and 

garment suppliers, as well as made them able to force their will through with some of their 

smaller suppliers. Firm D, the largest firm in the sample, where due to their size also able to 

double-source some of their best-selling products from one Asian and one European supplier. 

That way they could exploit the shorter lead-times from Europe if they needed a quick 

replenishment of a product in a certain size or colour.  

 

However, the observation that I found particularly compelling in relation to firm size and 

supply network strategies, was the clear distinction between the two smaller firms in my study 

and the two larger ones in the way that they positioned themselves in other countries as a 

response to the rising labour cost in China. All the firms in the study expressed concerns 

about the increasing production costs in China and the possible implications this could have 

on Chinese suppliers’ competitiveness in apparel manufacturing, as they all had either at all- 

or the main bulk of their production in country. Whereas Firm C and D because of their size 

could- and actively did go into new low-cost locations through existing suppliers that would 

guarantee for quality and reliability in production, Firm A and B for now found it too risky to 
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move some of their production to factories in low-cost locations with presumably less skilled 

workers and management. They did not want to be the first ones to go into new locations, and 

preferred to wait until other actors had been there before them and trained the factories. This 

makes perfect sense from a risk perspective as Firm A and B have smaller total volumes in 

production than Firm C and D, and are thus more vulnerable if one production does not meet 

the quality requirements.  

 

This difference in strategies can be directly connected to the size of the firms, which I also 

found relevant to discuss on the background on Mintzberg and Waters’ (1978, 85) models of 

strategy formation. This gives an interesting insight in how the increasing costs in China have 

implications on the strategies of the firms that today source a large part of their manufacturing 

from this country, which is a hot topic both in the media and research literature.  

 

8.1 Limitations of research  

 

In this study I have investigated and analysed the way Scandinavian apparel firms structure 

and manage their Asian supply network in order to secure appropriate supply chain 

performance across the criteria of quality, price, lead-time, flexibility, reliability and CSR. 

Thus I have compared the firms’ strategies and not their supply chain performance as such. 

The firms’ performance is based on their own perception of this revealed through the 

interviews. Of course it would have been interesting to analyse and compare the actual supply 

chain performance of the firms in the study in one or more of the criteria. However, as such a 

study would be very resource demanding and require the development of advanced 

measurement tools, this is something I leave for others. 

 

The unit of analysis is thus the strategies of the Scandinavian apparel firms. In relation to this, 

one weakness of the study is that for two of the firms the information is based on interviews 

with a single informant. The principle of triangulation is in other words not fully exploited in 

in relation to research methods or the use of multiple sources of evidence, which can be said 

to decrease the validity of data. The findings is thus to a certain degree vulnerable to a 

subjectivity and biases, as one could assume that the respondents might be hesitant reveal 

possible short comings or problems in their supply chain, and thus weaknesses of their own 

strategies. However, I will argue that the fact that the ones interviewed was well informed 
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‘key informants’, coupled with the anonymity of the firms and the respondents in the study, 

reduce this danger.  

 

In relation to the number of cases in the study, a few more could have been beneficial to get a 

richer basis for analysis. Firm size was one characteristic that separated the firms in the study, 

and one in which the analysis was based. As the two smallest firms in the sample still were of 

such as size that they had a professional and experienced organization in Asian sourcing, it 

would have been interesting to investigate the strategies of even smaller firms, with fewer 

people in their organizations. This could be a path to pursue for other researchers. On the 

whole I found that due to the depth of information gathered in my cases and the richness of 

the data, the four cases gave me a good basis for a good analysis and discussion. Due to the 

strong replication logic in the sample, in regard to shared product characteristics, firm origin 

and markets, as well as differences in size, I will argue that the external validity of my 

research is satisfactory.  

 

8.2 Research contribution and possible future research 

 

My study has been exploratory in nature with the ambition to identify and develop ideas for 

further study. As all the firms in my study had a strong quality focus of their products, the 

thesis provided valuable insights in how production and development of such products can be 

conducted with geographically- and culturally distant suppliers. The findings of the need for 

both trust and control in the relationships is thus something worth to further explore, possibly 

by investigating firms in other sectors than apparel with a similar focus on quality in 

production.  Furthermore it could be interesting to further dig into to what extent the Western 

and Asian business culture have approached each other as an interesting finding in my study 

was that the firm with the least experience in Asian sourcing, also had a distinct way of 

organizing their supply network. The last observation that I think could be used as a basis for 

future research is how the two largest firms because of their size are able to pursue totally 

different strategies than the smaller ones in response to the increasing production cost in 

China. As China is a manufacturing hub for many industries, these findings will thus be 

relevant for firms across a number of different sectors.  
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10.0 Appendix 

	  
10.1 Case study: Research Protocol 
 

1. Introduction to the case study 
 
 
Background:  
 
- Geographical and cultural distance imposes challenges on the management on buyer-
suppliers relationships and requires a special set of skills and experience in the organizations 
involved. Most of the literature portrays large ‘global buyers’ with vast resources and many 
years of experience in sourcing from Asia. Therefore I find it interesting to investigate how 
Scandinavian firms, with presumably smaller resources and organizations than the biggest 
actors in the industry, structure their relationship with Asian suppliers in order to get the best 
out of these. 
 
 
Overall aim and purpose: 
 
-Describe Scandinavian firms’ sourcing strategies in relation to the structure- and the nature 
of the relationships with their suppliers in Asia. Identify the motivations and reflections 
behind these strategies.  

 
-Try to identify key firm- and product characteristics that might explain differences and 
similarities in strategies across the firms in study.  Discuss to what degree their (realized) 
strategies are formed by a pre-developed and conscious intention and/or emerged in a step-by-
step fashion as they gain experience in Asian Sourcing. 

 
Research approach 
 
-Exploratory theory development – debating the value of further investigating the following 
propositions: 

 
-(1). When sourcing from Asia, Scandinavian firms face cultural and geographical barriers 
that have implications on their suppliers’ performance on price, flexibility, quality, reliability, 
lead-times and CSR criteria. (2). To overcome these barriers they  develop strategies 
regarding the structure and nature of relationships with their Asian suppliers. (3). These 
strategies are shaped and constrained by certain firm- and product characteristics.  
 
Case selection 
 
-A multiple (comparative) case study of four different Scandinavian apparel firms 
 
-Cases selected primarily based on literal replication logic – they are firms in the same 
industry with many shared characteristics, thus similar results (sourcing strategies) might be 
predicted. Secondary by a theoretical replication logic -The firms differ on some areas (size, 
experience, product price level). A variety in strategies might be anticipated because of these 
differences.  
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Data collection 
 
Through semi-structured interviews with key personnel in the firms 
Documents provided by the firms in the study 
 
Data analysis 
 
- Pattern matching (Explanation building). Rather than in a causal way, “how” and “why” 
questions concerning Scandinavian firm´s Asian supplier relationships will be explored in 
order to develop ideas for further study (hypothesis generation) (Yin 2009: 140) 

  
 

2. Interview guide 
  
Case questions 
 

• Identify firm- and product characteristics (1) 
• How do the Scandinavian firms organize and manage the relations with their Asian 

suppliers?  (2) 
• How does the geographical and cultural distances affect the supply chain performance 

on the criteria of price, quality, reliability, flexibility, lead-times and CSR? (3) 
• What have been their learning experiences over the years of sourcing from Asia? Have 

are they experiencing any limitations or constraints on their possible strategies, 
because of their size or other firm characteristics? (4) 

 
 
 
1) Firm- and product characteristics 
 

a) What was your company’s turnover in 2011, 2012? 
b) For how many years has your company sourced production from Asia? 
c) What are the volumes in terms of units and value that are sourced from your Asian 

suppliers each year? 
d) How large portion of your total production are sourced from Asia? 
e) How many different suppliers do you have in Asia? 
f) Roughly how many people in your organization are working directly with Asian 

sourcing? 
g) What characterize the type of products that you source from Asia?  

o Textiles/apparel 
o Price/ quality 
o Functional/innovative 
o Workmanship involved in production 
o Volume/value density 

h) Are many of the products sourced from Asia, also sourced from European suppliers?  
 
2) Supplier relationships  
 

a) How is your Asian supplier network organized? Why?  
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o Textile suppliers 
o Apparel suppliers 
o Use of agents 
o Overseas buying office 

 
 

b) Which functions do the different actors perform? (Head office, buying office, supplier, 
agent/intermediary) Why? 

o Pre- production: Fabric sourcing, design, prototyping, sample making 
o Production:  
o Post production: Packing, quality control, distribution 

 
c) Do you use multiple suppliers within Asia for the same products? 

Single suppliers for multiple products? Why? 
 

 
d) What capabilities do you expect a supplier to possess? Under which criteria are their 

performance judged? 
 
 

e) How would you describe your relationships with your suppliers in Asia? 
 

o Categorization of suppliers (key, preferred, marginal) 
o Relationship length 
o Level of collaboration 
o Level of trust – contractual/personal 

 
f) What characterises a successful buyer-supplier relationship? How do you maintain 

these?  
 

g) What are your main motivation for selecting new suppliers, and how to you go about 
when establishing new relationships? 

 
3. Cultural and geographical distances – supplier performance 
 

a) What makes sourcing from Asia so attractive for your company? What are the typical 
problems encountered when sourcing from Asian suppliers?  
 
Related to:  

o Price (production cost, landed cost, total cost of ownership)  
Difficult to anticipate due to hidden costs or risks? 

o Flexibility (product range, volume and delivery adjustments) 
o Quality (on specification products, quality control) 
o Reliability (on-time deliveries) 
o Lead-times  

 
b) Do there exist any barriers related to language, cultural differences or geographical 

distances that make it challenging to establish good relations with Asian suppliers?   
How do you overcome these barriers? 
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o Native speaking employees (overseas buying office) 
o Personal contacts, face-to-face meetings 
o Use of agents/intermediaries  

 
c)  What are your practices in relation to corporate social responsibility? How do you 

ensure that your suppliers comply with your labour- and environmental standards in 
production? 

 
4. Open questions  
 
 

a) Do you find it difficult to find suitable suppliers for you products in Asia? If so why? 
 

b) Are there any characteristics about your firm (brand name, Scandinavian origin, size) 
that makes it easier or more difficult to establish and maintain successful relationships 
with your Asian suppliers? 

 
c) Do you have any thoughts about the ideal size of your suppliers relative to your own 

size? If so, why?  
 

d) What are the lessons learned over the years of sourcing from Asia? Have your strategy 
changed over the years? Where have you improved? 

 
e) Where to you think it is room for further improvement? What do you see as the main 

constraints in achieving these improvements?  
 

f) Are there any important aspects in this context that I have missed out or that deserve 
more attention? 

 
 

 
3. Case study report 

 
Firm A: 
Date: 29/01-13 
Place: Skype interview with Head Office Scandinavia 
Respondent: Chief executive officer with ten years experience as head of the Asian office. 
 
Summary interview:  
 
Firm A is the smallest firm in the sample in terms of turnover. They have been sourcing from 
China for about 30 years, and have all their garment production there today. Altogether they 
have 11 employees (3 designers) that are working directly with sourcing from Asia, 6 of those 
are employed at their office in China, and they are planning to expand this office in the near 
future with 4 more employees. Firm A have experienced that having an office in Asia is 
essential for them in order to secure the appropriate quality in production, as this is something 
that needs to be followed up regularly with their suppliers. One important responsibility of 
their Asian office, is thus to conduct quality controls at three stages in production, so that 
potential flaws are revealed as early as possible. They are also inspecting the factories in 
relation to CSR issues, look for and screen garment- and fabric suppliers, as well as are 
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having the daily contact with suppliers. The HQ in Scandinavia do the design and product-
development, and are approving and picking out every new supplier.  
 
Building long and good relations are important in Asia, and the CEO spends a lot of time 
meeting the suppliers and visiting the factories in Asia. They prefer to work with medium- 
and small-sized suppliers, where they have more to say in the relationship. Over the years a 
lot of the suppliers have grown alongside Firm A, which builds strong relationships. With 
these they do not write detailed contracts. Problems in the supply chain are solved in a 
negotiation process, where the suppliers most often are manageable because they want to keep 
firm A as a customer, with the larger suppliers these things are more difficult.  
 
Overall they have good experiences with Chinese suppliers, but also experience the quality of 
the suppliers varies a lot. One might be fooled by a nice showroom and samples, and a 
positive first impression might turn out to be wrong when it comes to the actual production. 
Therefore it is important to step forward carefully in relations with suppliers, and build the 
relationship brick by brick. Every new supplier is tested with a smaller production slot the 
first season, to prove that there are capable of handling larger orders. One challenge for Firm 
A today is they have all their production in China where the costs in China are increasing. 
Building a good supplier relationship takes time, and can be expected to be even more 
challenging if you in addition have to build new relations a new environment and culture, as 
would be the case if they costs are forcing them to look for other Asian countries for their 
production. 
 
 
Firm B: 
Date: 31/01-13 
Place: Head Office in Scandinavia 
Respondent: Director of Supply Chain 
 
 
Summary interview: 
 
Firm B is the second smallest firm in the sample, are the one that have been involved in Asian 
sourcing for the shortest time (6-7 years). Previously that they sourced their production form 
Eastern Europe, but now source 99 % of their material and garments from Asia. They do not 
have an Asian office, thus everything is handled from their Head office in Scandinavia, where 
they have about 10 people working with Asian sourcing. Products are therefore developed, 
patterns made and prototypes tested in Scandinavia. Suppliers are not expected to take a large 
part in product development, besides some input on technical solutions. Their contribution is 
mainly limited to sewing of garments on clear specifications from Firm B. To conduct quality 
control and CSR inspections, Firm B engage two auditing firms in Asia who are specialized in 
these areas.  
 
Their first two years in Asia, where they had substantial problems with product quality and 
the reliability of supplies, were quite problematic. In their experience it takes about two years 
before communication and cooperation run smoothly with a new supplier, as Firm B has a 
slightly different way of working with suppliers than many others. It is especially important 
for them that the samples for the factories are a 100 % the same as the prototype, no 
exceptions are allowed. It takes a while to develop that understanding with suppliers. They 
have also learned that in order to succeed in Asian sourcing, they have to be stricter with the 
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deadlines in their own organization e. g, not make alterations on the products late in the 
process. To have clear procedures and plans that are followed, as well as to share information 
and forecast on their own expected orders with their suppliers, are in their experience vital to 
ensure appropriate supply chain performance.  
 
Today they are happy with the structure and management of their Asian supplier network, and 
have no plans of any drastic changes in their set-up. They experience that the quality, as well 
as the reliability of their Asian suppliers are good. However, they are struggling with some 
distinctive traits of the Asian business culture. Asians often accept orders, and say, “yes”, 
without necessarily having the capacity to deliver. It is crucial to be aware of this, and follow 
up on suppliers frequently, and not drastically increase orders from one supplier from one 
season to another. Increasing costs in China is also a concern. They have producers with 
branches in other Asian countries, but do not want to be the first to go there, because their 
technical products require production skills that can only be found in China. Less technical 
products can more easily be produced in other locations either in Asia or Europe, and are 
something Firm D is considering.  
 
Firm C 
Date: 21/02-13 
Place: Head Office in Scandinavia 
Respondents: Purchasing manager, Logistics Manager 
 
Summary interview: 
 
Firm C is the second largest firm in the sample and is substantially larger than the two smaller 
ones with a yearly turnover above the $100 million mark. They´ve been sourcing from Asia 
for over 30 years, and 90 -95 % of their production is in there today, with China being the 
main country for production. The other 5-10 % of production is located in Europe (basic 
products, simple fabrics).  In the production process Firm C are not working with any other 
external actors than the fabric and garment suppliers, and thus perform everything from 
product design and development to quality control and CSR inspections themselves.  They 
have about 40 employees that are working with Asian sourcing, included three people at their 
office in Hong Kong that were established in 2010.  The main responsibilities of this office 
are quality controls in production, as well as sourcing of minor inputs in production (zippers, 
buttons etc,).  
 
Firm C has had relationships with five of their suppliers for over 15 years (one for 30 years). 
Relations with these suppliers are more flexible, a mutual understanding have been 
developed, which makes it easier to ask for small favours for both parties. If problems occur 
both parties are willing to help each other out, and problems are most often solved in 
agreement. Especially one supplier is very close and dependent on Firm C´s orders. With this 
supplier they are allowed to produce smaller production batches, and are thus able to produce 
certain colours that otherwise would have been difficult, because suppliers most often require 
a certain minimum in production. In addition to these close relationships, Firm C also have a 
portfolio of other suppliers with they are less involved with. This is important, because it 
makes them capable of switching productions/suppliers if someone if one starts to 
underperform. Firm C do no double-source any of their products, but since they a several 
suppliers producing the same type of products, they can easily switch production location 
from one season to another.  
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To a certain degree Firm C has struggled to get the Asian suppliers to understand the 
importance of an open and honest communication. Even in their longest relationships the 
supplier are hesitant to share information with Firm C about e.g delays or problems in the 
production. As a result Firm C can believe that everything is fine and well, while in reality 
there are problems in production, which are bound to cause delays in delivery. Instead of 
notifying Firm C they are prepared and can take inform their own customers, they to some 
degree go “under ground” and can be difficult to get hold of. This is related to the meaning of 
the Asian “yes”, they have experienced that some of their existing suppliers have excepted 
larger orders, either from firm C or other apparel firms, than the supplier realistically can 
manage, and therefore are not able to deliver goods on time. Another challenge Firm C has is 
that suppliers often raise their prices (between seasons), and blame either increased taxes or 
other cost in production. This can be difficult for Firm C to control whether is true, thus it is 
important for them to collect as much information about the developments in Asia as possible, 
as leverage in these situations. Having an Asian office, as well as multiple suppliers that you 
can compare prices between them is beneficial in this respect. 
 
Due to the increasing costs in China, Firm C feels that it is important to position themselves 
strategically in other Asian countries with lower costs. Because of their size they are able to 
work their existing suppliers that have branches in other Asian countries, and for example 
guarantee a certain size of their orders from a factory in a new location, if the suppliers 
promises to transfer their skills and capabilities over the country borders, so that the quality is 
acceptable. By going through existing suppliers Firm D reduce the risk when going into a new 
location, as the skill level and reliability of suppliers outside China often are poor. Because of 
the skill level, China are believed to be the preferred location for their most technical products 
for many more years, it is the simpler productions that are tested in other low-cost locations.  
 
Firm D 
 
Date: 26/02-13 
Place: Head Office in Scandinavia 
Respondent: Vice President, Merchandising, Sourcing and Development.   
 
 
 
 
 
Summary interview: 
 
Firm D was the subject of the pilot case study, which the comparative case study is based 
upon. This aim of this interview, was to elaborate on some issues that were revealed in the 
first to interviews, and to get insights in areas that were not covered previously.(See Research 
protocol pilot case study) 
 
One important feature about Firm D´s organization of their Asian supply network is that they 
have left many functions in about 60 % of their garment sourcing to one of the bigger 
sourcing agents in the business. The agent is working as a middleman between Firm D and 
the supplier, which involves merchandising (translating specifications, relate questions back 
to firm D´s developers), quality controls in production and CSR inspections at the factories. 
Firm D´s are still choosing and approving every garment supplier, as well as do all the 
sourcing of fabric and materials itself. They started working with this supplier in the middle 
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of the 2000’ands, because their owner (a private equity company), wanted Firm D’s 
management to focus on other more problematic parts of their organization. At first they were 
responsible for all Firm D’s garment sourcing, and overtook Firm D’s Asian office with 30 
employees. Today they are back to a hybrid solution were Firm D handle about 40 % of their 
garment suppliers on their own. This is solution is chosen because they wanted to have more 
direct control over the relations (typically for the most technical products). In addition some 
of Firm D’s smaller suppliers found that working through the sourcing agent’s structured and 
bureaucratic system were too resource demanding, and Firm D’s biggest supplier, a big 
transnational manufacturing group did not want to work through the sourcing agent as they 
regarded them to be a competitor. Firm D has now an office in Asia with a staff of six that 
perform the same functions as the sourcing agent for 40 % of the garment sourcing.  
 
In relation to the management of supplier relationships Firm D emphasize the importance of 
being fair, decent pragmatic and positive in their behaviour, as this helps you in the long run. 
This way they achieve flexibility in the relationships, which can help Firm D if they need to 
produce a product in a small quantity or if delays in fabric deliveries cause problems that a 
flexible supplier would to the outmost overcome, even though they are not to blame for the 
delay. Small suppliers are often more flexible towards Firm D, while big suppliers on the 
other hand can offer you economies of scale, faster deliveries than the smaller ones, it is 
therefore good to have a mix of both in the supplier portfolio.  
 
Even though they try to keep a harmonic atmosphere with suppliers, and do not for example 
do “vendor hopping” and push the vendors hard on price, there are situations were Firm D 
have to be tough with their suppliers. If there are problems with quality or in-time deliveries 
you have to be clear on your expectations and requirements. A problem that Firm D is 
experiencing is that even though they have “open costing” from their suppliers (the supplier 
has to give Firm D a breakdown of every cost in production), the supplier still are prone to 
cheat them on fabric consumption and use of labour in production. Firm D are therefore 
planning to control these costs by sending employees from their Asian office to physically 
control the production process. In general Firm D feel that it is important to be aware of 
developments, not only on a country level, but also within the individual factories, as an 
change of an in-line supervisor can have serious effects on the quality in production.   
 
 
Being the biggest firm in the sample, Firm D has the ability to do things strategically that is 
difficult for other actors. For some of their best-selling models they double-source the 
production, normally from on Asian and one European supplier. That way they get a much 
shorter response-time if they need to fill in inventories for a certain size or colour. 
Size also entails having a bargaining power that get them better prices on fabric and garments. 
In addition their size makes it possible for them to use their existing suppliers when they try 
out new locations for production.  
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10.2 Pilot case study: Research Protocol 

 
 

1. Introduction to the case study  
 
Overall Aim  & purpose:  
 

-‐ Provide insights on how global apparel value chains are organized (How a 
Scandinavian apparel firm, use Asian suppliers) 

-‐ Investigate what motivations that lie behind the choice of location for outsourced 
manufacturing in the apparel industry. Identify the implications developments in the 
Chinese labour cost might have on competitiveness of the Chinese apparel 
manufacturing industry.  

 
 

Research approach 
-‐ Pilot-case study. Exploratory single-case study – entry to the field, possible topics for 

further investigation. 
 
Case selection 

-  Through past connections I was able to get access to key personnel in a large      
Scandinavian apparel firm in technical outdoor clothing (Hereafter Firm D) 
 
Data collection 

-‐ Semi structured interviews with the VP Merchandising, Sourcing and Development 
and the Asian sourcing director. 

-‐ Interviews were taped. Narratives of the interview have been read-through and 
approved by informants. Additional comments and questions addressed by e-mail. 

-‐ Internal firm documents 
 

 2.   Interview guide 
 
 Case questions: 
 

• Get a rough overview over Firm D’s supply chain, manufacturing and supplier 
relationships. Which processes are performed in-house and which are outsourced?  (a) 

• Find out what considerations that are behind Firm D’s sourcing strategy today, mainly 
where to manufacture and why.  Significance of cost in this strategy (b) 

• Product sophistication: Ability to produce the most sophisticated products.  Europe vs. 
China vs. emerging South-East Asian countries (c)  

• Development in China last few years – how has Firm D’s experienced this? (d) 
• Possible implications of an increased labour cost in China for Firm D’s choice of 

sourcing location (e) 
• Open question/discussion (f) 

Compare attractiveness of inland China vs. South- East Asia as sourcing regions 
 
 Questions asked in the interviews: 
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a) Supply Chain configuration, Supplier relationship  
 

 
1. Roughly spoken, how is Helly Hansen manufacturing organized? Which processes are 

conducted in-house and which are outsourced?  
-‐ Product development, Materials, Assembly 

 
 

2. What are your criteria when choosing suppliers? What to you emphasize the most? 
-‐ Contextual (closeness to end markets, political stability etc.) 
-‐ Quality, dependability, flexibility, speed, and cost 

 
3. How would you describe your relationship?  

-‐ Contract length, relationship length, joint processes 
 

4. Are suppliers usually country-specific, in the way that a move of manufacturing from 
one country to another implies a change of supplier, or could one supplier (firm) 
manufacture in several countries? 
 

5. Where are the vendors typically from?  
 
(b) Location choice – motivations and past developments 

 
1. Can you say something general about of Firm D´s sourcing strategy in terms of where 

you manufacture has developed in the last decade? Which regions and countries have 
been decreasing in importance (size) and who have increased in importance (size)?  

 
2. What have been the main drivers behind this development?  What considerations lies 

behind the move to new location? 
 

3. On which criteria do European suppliers outperform Chinese suppliers and vice versa? 
On which basis/criteria would you choose an European supplier over a Chinese, and 
vice versa 

 
4. On which criteria do Chinese suppliers outperform suppliers in other Asian countries 

and vice versa?     
 

5. On the basis of these different location criteria: 
- Cost, Quality , Speed, Dependability, Flexibility ,Other 

 
 

(c) Product sophistication 
 

1. In Asia are there any regions/countries that do not have the ability to produce the most 
sophisticated products at the appropriate quality?  (Those that demand the most skill, 
technology, know-how and quality control)  

 
2. How is Chinese suppliers ability to produce the most sophisticated, technical products 

right quality?  
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3. Are the suppliers in China able to manufacture products at the same level of 
sophistication as their European counterparts? 

 
 

4. How about suppliers in other Southeast Asian countries?  
 

(d) Developments in China 
 

1. How have you experienced the developments in China in recent years?   
 

(e) Implications of a sustained growth in the labour cost in Chinese coastal regions 
 

 
1. Under such circumstances, what are the motivations for continued sourcing from 

Chinese coastal regions, despite of the cost increase? 
 

2. What are the possible problematic issues connected to increased sourcing   from 
regions in inland China with a presumed lower labour cost? 

 
 

3. What are the possible problematic issues connected to increased sourcing from other 
Asian countries with a presumed lower labour cost? 

 
4. Do you see Europe as a future alternative for manufacturing that today are sourced 

from China´s coastal regions? Why, why not? 
 

 
5. How about other types of costs than labour cost, how important  

-‐ Transportation, taxes and tariffs, materials, other 
 

6. Have there been variations in these costs through time and across countries? Or are 
they quite stable?  
 

 
(f) Inland China vs. Other Asian Countries 
 

1. General thoughts surrounding attractiveness of inland China as a sourcing location 
compared to other emerging Asian countries.  

 
2. Do you have a rating system for different locations?  

 
3. How to you see China and the rest of Asia as possible future retail market for Helly 

Hansen? Is that far into the future? 
 
 
 
 

 
3. Case study report 
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Interview 1:  
Date: 06/06-2012 
Place: Head Office Scandinavia 
Respondent: VP Merchandising, Sourcing and Development 
 
Interview 2:  
Date: 07/06-2012 
Place: –Skype interview. Scandinavia (Interviewer) – Asian office (respondent)  
Respondent: Asian Sourcing Director 
 
 
Summary interviews: 
 
 
Firm D have sourced a great portion of their production from Asian suppliers (about 80 %). 
China is the main location, but also countries like Vietnam, Thailand, Indonesia and 
Bangladesh are used as locations for their garment production. The technical products that 
demand a lot of workmanship are especially suited for Asian production, because of the low 
labour cost in the region compared to Europe. At the same time, most of the know-how in 
garment production is now found in China, so the qualities of Chinese suppliers are very 
good. Obviously the distance to the European market makes the lead times (six months) from 
Asia, substantially longer than with European suppliers (2 months), which is a disadvantage. 
Still, because the difference in labour cost Asian suppliers are chosen for the big volumes in 
production, while European ones are used for simpler products and fabrics and to fill in 
inventories. Most of the fabric suppliers are also located in Asia,for the most part in Taiwan. 
Firm D nominates all the fabrics themselves and negotiates the prices, while the garment 
suppliers place the orders and pay for the fabric. 
 
Firm D has a close relationship with most of its suppliers and try to meet with them 4-6 times 
a year.  The suppliers are chosen and evaluated on price, delivery accuracy, quality, CSR- 
considerations, ease of working and flexibility. Firm D are very faithful to their suppliers, and 
some relationships have lasted for 17-18 years. Long relations with suppliers are a good thing, 
then you now that you get products of the required quality, as well as you gain more 
flexibility in certain situations (f.ex speeding up deliveries). If you change supplier every 
other year you can get better prices (vendor-hopping), but Firm D does not do that because it 
affects the quality, as well as increases the set-up and re-development costs. Products are to a 
certain degree developed in collaboration with suppliers who can recommend small 
alterations and modificaitons on the products. Firm D are also working with one of the biggest 
sourcing agents in the world. They are responsible for most of Firm D’s garment sourcing, 
and help with merchandising (translation of product specifications), quality control and CSR 
inspections at the factories.  
 
A big portion of Firm D production is now in China. In 2010, when world demand picked up 
after the financial crisis the industry suffered from a “capacity” crunch. Chinese supplier 
could not deliver the demanded quantities, and prices on labour and materials went “through 
the roof”. Things are better now, but Firm D has learned that they have been a little 
overexposed in China. They need to diversify and are therefore looking for other locations for 
production. When they go into a new location they do it through one of their existing 
suppliers that have branches in several countries, as there is always a transition phase when 
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going into a new place, and skills and capabilities most often follow the vendor. Even though 
other countries have a lower labour cost than China, going outside China does not give Firm 
D a lot of price advantages. Most of the skills are still located in China, and for the most 
technical products it is the only place firm D can go. The products that are sourced from other 
locations are mainly basic products in large quantities.  
 
 
Lessons learned from the pilot-case study 
 
 
My staring point going into the pilot case was the latest developments in China that where 
reported in the world media. Increasingly newspaper articles reported that China who for 
many years had been the world´s manufacturing powerhouse and a giant within apparel 
manufacturing, experienced a loss of competiveness due to increasing labour cost spurred on 
by the country’s rapid economic growth. My ambition was therefore to investigate the 
possible implications China´s economic growth could have on their competiveness in apparel 
manufacturing, and considered Firm D to be a relevant case.  
 
Through the interviews with Firm D I found out that China indeed was main location for their 
sourced manufacturing and that its attractiveness was to a large extent explained by a low 
labour cost. However, I also got insights in how performance other criteria such as quality, 
lead-time, flexibility, dependability and CSR-issues, influenced the organization of Firm D’s 
supply network, which made the strategies behind the sourcing decision a product of many 
complex considerations. As a result, I experienced that although the increasing labour cost in 
China was a great concern for Firm D, it was difficult to come with any firm predictions on 
the effects it could have on their strategy in one direction or the other. On the other hand, my 
interviews with the respondents in Firm D gave me insights on the following areas: 
 

• The overall structure of the apparel value chain (processes and actors involved) 
• The organization- and management of Firm D’s international supply network 
• The role of Asian (Chinese) suppliers and European suppliers in this network. 
• The criteria used in the evaluation of supplier relations  
• Issues and challenges connected to having international (Asian) supply networks. 

 
 
Therefore I found it interesting and more feasible for me to further investigate how 
Scandinavian apparel firms organize their Asian supply networks.  Methodologically I learned 
that due to the complexity of the issues involved, information are difficult to quantify. A 
qualitative research approach might therefore be most appropriate. Furthermore I experienced 
that the respondents in Firm D was a great source of information, and that it would be sensible 
to contact persons with similar responsibilities in other apparel Scandinavian firms to hear 
about their experiences. Because of the insights gained form the pilot-study, I was better 
suited to ask the right questions and develop the necessary field procedures to conduct a 
comparative case study of Scandinavian apparel firm’s Asian supply network strategies. 
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