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Abstract

Given that the end-customer has become more demanding, the retailer has to deliver products according
to the market demands, which have forced manufacturing companies to constantly search for new
opportunities to reduce costs and improve efficiency. It is, therefore important to choose suppliers that are
able to compete with the market demands.

The market demands in the textile industry have lead to shorter product life cycles, which have caused
manufacturers to deliver flexibility with high technology to compete successfully on the global market. To
achieve the market requirements the underlying factor is to be aware and optimally use and control time.
New technology can have a major influence in the production development, if the company choose to take
benefit of the advantages, by optimal allocation of the internal resources the productivity and efficiency will
increase, to accomplish a competitive advantage. One way to achieve this is by investing in a Unit
Production System.

In our thesis we have questioned what the main driving forces for an apparel manufacturing company is
when it chooses to invest in new technology. Our previous knowledge says that manufacturing companies
are forced to invest in a UPS to deliver to the market demands; therefore our sub-question investigates
whether market demands impact the investment in new technology.

In our theory we have concluded aspects in our study which is important for the reader to have an
understanding of. We describe the textile industry from the view of Porters value chain and elaborate
some concepts and their definitions, which will be used as a basis throughout our thesis. Finally we
present a model of Five forces that determine industry competition made by Porter, to use as an analysis
method when investigating whether an UPS may bring a competitive advantage.

Our field study has been carried out in South India, where we have visited five textile factories and
interviewed managers. We have questioned their decision-making judgment about implementing or
choosing not to implement a UPS. Other production factors and general information about the companies
have been asked to have an understanding of underlying factors. We have also had the opportunity to
observe their manufacturing handling systems and seen how they have chosen to use this in an optimal
way.

Our previous knowledge of this subject has routed to that our research will be performed in a

hermeneutics scientific approach. Our role as researchers has during the study been open-minded,
subjective and committed according to a hermeneutics view.
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D& slutkonsumenterna blivit alltmer kravande, maste aterforsaljarna leverera produkter som stodjer
marknadskraven. De tillverkande féretagen tvingas darmed standigt att sdka efter nya mdjligheter att
reducera kostnader och forbattra sin effektivitet. Att valja ratt leverantdérer som kan konkurrera med
marknadens krav ar darfor viktigt.

Var forforstdelse inom amnet har lett till att vi anvander oss av ett hermeneutiskt vetenskapligt
forhaliningssatt, vilket har inneburit att vara dppensinnade och subjektiva enligt det hermeneutisktiska
synsattet.

Marknadskraven inom textil industrin har lett till kortare produktlivscykler, vilket paverkar de tillverkande
foretagen att leverera genom hogteknologisk utrustning for att uppna flexibiliteten och d& kunna
konkurrera pa den globala marknaden. For att uppna den delen foreligger att vara medveten om de
underliggande faktorerna samt anvanda och kontrollera tiden p& ett optimalt satt. Ny teknologi kan ha stort
inflytande pé produkters utveckling, om foretagen tar tillvara pa fordelarna den ger samt fordelar
resurserna. D& kan produktivitet uppnés och darmed ocksé konkurrensfordelar. Ett satt att uppna malen
kan vara genom att investera i ett Unit Production System.

| var studie har vi ifragasatt vilka huvudfaktorerna ar till att ett textilt tillverkningsforetag véljer att investera
i ny teknologi. Var forforstaelse sager att det ar marknaden som driver de tillverkande foretagen att
investera i ett UPS for att tillgodose deras krav, darfor blir var foljdfraiga om marknaden péaverkar deras
investering i ny teknologi.

| teorin har vi inkluderat synsétt som ar viktiga for lasaren att ha en forstelse om. Vi beskriver textil
industrins mojligheter, fran Porters synsatt, genom vardekedjan samt tar upp en del tankar och nyckelord
som kommer att anvandas genom var studie. Slutligen presenterar vi en modell kallad "Five Forces” som
bestammer konkurrensen pa en marknad enligt Porter. Modellen anvands som ett verktyg nar vi ska
undersdka om ett UPS kan inbringa en konkurrensférdel.

Véar féltstudie har blivit gjord i Sodra Indien, dar vi har besokt textilfabriker och intervjuat
produktionschefer. Vara fragor ar baserade p& deras tankar bakom beslutsfattandet att investera eller
inte investera i ett UPS. Vi har aven frdgat om andra produktionsfaktorer samt generell information om
foretagen som ar av betydelse for att forsta de underliggande faktorerna. Vi har ocksa haft méjligheten att
titta narmre pa de olika hanteringssystemen, for att se hur de anvands pa ett optimalt satt.
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Preface

When we today, sitting in a small village in South India having one week left until this project should be
handed-in, we understand what kind of journey this has been. In October 2008 we started to apply for
scholarships, ever since we have been working and planning for this project. Now we have almost finished
our project and have gained endless knowledge, experience and an unforgettable time. We have learned
so much more than we have been able to put down in words. Not to mention the contacts we have made
and which will be useful for the future.

The choice of study was made as, we believe, it is important to have an insight in the textile production
and that our education is missing the practical part of the manufacturing. We are therefore, grateful for this
opportunity and it has exceeded our expectations. Our contact person and the interview respondents
made us feel welcomed and found our opinions interesting. It was easier to visit the textile factories than
we had imagined.

However, even if we think that the research has turned out great we have had some setbacks. First of all
we can say that it is difficult to travel to another country with a totally different culture. Adapt to this and at
the same time be able to write an essay. We did not have any opportunity to visit any library; we were not
even aloud to go the university libraries. Therefore, it was very complicated to find the literature which was
needed as well as to find a calm place to study at. Neither have we had the contact with our supervisor
that we expected, but this is understandable due to the distance and other communication issues.

India is a country which has given us a lot of opportunities but we have also experienced many obstacles.
It has changed the way in which we see many things.



1. Introduction

The opening chapter provides a brief description of our chosen research field. Besides giving the reader a
concise background and discussion to our question frame, we will also define the purpose of the report.
Further, the delimitations, key concepts and their definitions, which we see as important for the reader, will
be presented as well as an overview of the structure of our thesis.

1.1 Background

Increasing globalization of customer markets, rapid development of information technology, increasing
importance of services in our economies and the ongoing changes in customer demands and preferences
have made big impacts of changes in the textile business context. These changes have quickly arisen and
thus created a revolution within the global trade. As a result of this the nature of competition has shifted.
(Van Weele, 2005, p.5)

Often companies try to increase their competitive advantages from their own interests rather than from the
whole company or end-customer. (Kotler et al., 2008, p.381) The importance of the consumer behaviour
should not be underestimated. During the last twenty years the customer has become more aware of their
purchasing power, due to the information society and higher education level, which have developed a
more critical buying behaviour.

“Consumers take charge: they now tell manufacturers what they want, when they want it,

how they want it and what they are willing to pay. They demand products and services designed for their
unique and particular needs”
Therefore, manufacturers continuously need to look for new opportunities to reduce costs and improve
efficiency. Simultaneously the companies should focus on innovation and renewal of their product and
services. These resources are not always available internally, this is the reason many companies choose
to outsource some of their activities. (Van Weele, 2005, p.7)

Selecting an appropriate supplier is of most importance when companies search for manufacturers to
place their orders. Of that reason the suppliers need to meet the market requirements, in order to not be
rejected when the suppliers are being ranked. (Van Weele, 2005, p.52)

One reason to outsource is the insufficient knowledge of technology in-house. Businesses must constantly
search for new technology, which may upgrade their products value to maintain and satisfy their
customers’ needs. In order to avoid missing market opportunities and innovating products companies
must evaluate their present technological environment. (Kotler et. al, 2008, p. 210)

The demanding market requires the companies to meet the challenges with sourcing and production
planning. Customers want a wider product assortment, and at the same time these should be produced in
small volume and fast delivered. As a result of this product life cycles have become shorter. Flexibility and
high technology have therefore become vital for apparel manufacturing companies to compete on the
global market. Furthermore, companies need to invest in these systems as they strive to reduce their
manufacturing costs to serve the demand on the textile market. A few underlying conflicts have been
remarked in manufacturing plants that contradict each other, standardization and flexibility, time and
money, people and machines, functions and systems. These have grown into the industry by nature as a
labour intensive, cost competitive and requires an overview of the supply chain. This affects the use of a
company’s resources, productivity and profitability for that reason it is crucial to plan and outsource
activities. The outsourcing is often done to developing countries such as India, China and Bangladesh.
(Glock & Kunz, 2005, p.363-364, 14)

1.2 Research discussion

Competitive advantage grows out of the way firms organize and perform discrete activities. Firms’
combine advantages created at their home base with others that result from a presence in many nations,
such as economies of scale. Coordination across countries yields flexibility in responding to competitors.
(Porter, 1998, p. 257-270)



In our time, the textile industry is to a greater extent dependent of time. It is not that more time is needed,;
rather that time should be more optimally used by effective controlling and better scheduling. This should
be done to achieve reduction in lead-time. It has been shown that companies that succeed to eliminate
superfluous time and improve their flows, also have improved their profitability and market share. Because
of this, time has become an important competitive factor. (Hedén & McAndrew, 2005, s.86-89)

The end-consumers have accustomed to continuous news in retail. Based on these rapid changes, the
companies in the textile industry have to be more innovative, flexible, productive and effective to respond
the demand. (Elle, 2007) Products have therefore attained an expiration date, and a lifespan, of average
one season. (Hedén & McAndrew, 2005, s.53)

Technological change is one of the principal drivers of competition. Technology pervades a firm’s value
chain and extends beyond those technologies associated directly with the product. Competing in a
fragmented industry, such as the apparel requires greatly differing resources and skills from competing in
commercial aircraft. (Porter, 1985, p. 164-165)

It is proven that reducing bottlenecks, setup- and handling time in the production will decrease production
lead-time. Suppliers in the industry, at present, are very observant of these factors to become a successful
competitor. An overview of the production process can improve their ability to quickly act if something
unpredictable might happen. (Hedén & McAndrew, 2005, s.90)

To invest in a Unit Production System from Eton Systems Ltd. companies can influence their production.
This handling system improves lead-times, production and quality monitoring, ergonomics as well as
increase productivity. All of these activities can then be transferred to the companies Management
Information Systems. (http://www.eton.se/TheEtonSystems/AWalk.html)

1.3 Question frame
Main-question:

What are the main driving forces for an Indian textile garment manufacturing company to invest in new
technology?

Sub-question:

Will an investment in a Unit Production System make the factories in South India more successful
competitors in a global perspective?

1.4 Research purpose

The purpose of our field study is to investigate the factors influencing a textile manufacturing factory
specialized in garment, when they make the decision of investing in new technology. Further, out of which
factors an investment in a Unit Production System (further referred to as UPS) is chosen and whether it
will bring a competitive advantage. By gathering empirical material, interviews and observations, we will
try to analyze if the outcome will bring a competitive advantage in a global perspective.

Our personal purpose is to gain knowledge about the effects that have an impact on the production
processes. By knowing the underlying factors, we will be able to make a better evaluation of our future
suppliers when we are sourcing.

1.5 Delimitations of the thesis

We were given the opportunity to visit garment manufacturing factories based in South India by Eton
Systems Ltd. Due to this; our research will investigate the competitive advantages that may arise when an
investment in a UPS is done in the Indian textile industry, without comparison to other countries. As a
result of the time limitation, we have chosen to neither discuss the impact of trading barriers nor other
global trading regulations. We will during our stay in India visit five apparel manufacturing factories, both



factories that do have a UPS and factories that have made the decision of not investing in this handling
system. Our thesis will continuously be written and developed during this time.

Another limitation is that our research will be written and analyzed from an intermediary perspective, as
our education is from this outlook. We will evaluate the production factors that may bring a competitive
advantage from a UPS. We have to point out, that our research is not an assignment from Eton Systems
Ltd. and therefore we will have an objective point of view throughout our thesis. Neither will we take in
consideration if the UPS, in the factories, is of an older or newer version.

1.6 Key concepts and their definitions

Apparel manufacturing company: A manufacturing firm specialized in the production of textile
garments. (Authors definition)

Competitor: A company which is a rival against another. In business a company in the same industry
which offers a similar product or service. (http://www.financialdictonary.com)

Competitive advantage: A position a firm occupies against its competitors. (Porter, 1985, p. 163)

Global: Means an understanding that comprises the whole world. The meaning can signify that it
comprise the entirety of an indicated context. (http://www.ne.se)

Handling system/ Production system: An apparel production system is a net ration of material handling,
production process, personal and equipment that direct workflow and generate finished products. (Glock &
Kunz, 2005, p 337)

Investment; Emplacement of capital. (http://www.ne.se) In our study, investment refers to the purchase of
new technological equipment of manufacturing operation systems.

New technology: Technology is the science of technique, particular the science of industrial production
methods. (http://www.ne.se) New technology refers in our study to investments made in handling
systems.

UPS: A unit production system (UPS) is a type of line layout that uses an overhead transport system to
move garment components from workstation to workstation for assembly. (Glock & Kunz, 2005, p. 339)

We have gathered more concepts and their definitions in an appendix, as a glossary, for the reader to
have an easier flow of reading throughout our thesis.

1.7 Outline of the thesis

Chapter 1 — Introduction

The opening chapter provides a brief description of our chosen research field. Besides giving the reader a
concise background and discussion to our question frame, we will also define the purpose of the report.
Further, the delimitations, key concepts and their definitions, which we see as important for the reader, will
be presented as well as an overview of the structure of our thesis.

Chapter 2 — Theory
The chapter presents theories that are relevant for our research field and which constitutes as a basis for
our rendering of the empirical data and the analysis chapter.

Chapter 3 — Methodology
This chapter outlines the methodology of our thesis. We will define how the data has been gathered in
order to make the reader have an understanding for the preceding and following chapters.


http://www.ne.se/

Chapter 4 — Empirical data

In the empirical data chapter the result from the interviews and observations will be presented. At the
beginning of each underline, a short company description will be given for the reader, followed by a result
presentation of the interview and concluded by own renderings in view of our theory.

Chapter 5 — Analysis

This part of the study will include an analysis of the gathered empirical data. We will complement our
analysis by applying it to our theory to support our conclusions. In contrast to the meso-analysis done in
the empirical data the analysis will be carried out in a macro-perspective.

Chapter 6 — Conclusion
The conclusion will describe the study outcome and answer our question frame.

Chapter 7 — Final discussion

Under the chapter of final discussion, we will give the reader a discussion of the reliability and criticism of
the sources used in our study. Questions that have aroused during our research will be presented for
further studies within our chosen research field.



2. Methodology

This chapter outlines the methodology of our thesis. We will define how the data has been gathered in
order to make the reader have an understanding for the preceding and following chapters.

2.1 Scientific approach

A scientific method refers to techniques used when investigating phenomena, acquiring either new
knowledge, so-called Positivism, or in a Hermeneutics view of correcting and integrating previous data.
(Patel & Davidsson, 2003, p. 26)

2.1.1 Our choice of scientific approach

We have chosen to apply a hermeneutics principle in our research due to our previous knowledge within
our selected research field. Our knowledge is a result of our education as textile managers, where we
have amongst many subjects studied areas within purchasing, or as in our thesis is referred to as the
intermediary role, and the factors involving this function. In our research we have applied our
understanding of how a supplier is to be evaluated. As for example, how changes in a garment
manufacturers production may bring a competitive advantage in the global market. By investigating
precisely these elements, we have gained a whole view of factors influencing a technological investments
outcome.

Our role as researchers has during the study been open-minded, subjective and committed according to a
hermeneutics view. Interviews have been carried out with managers in the appointed manufacturing
companies. We have parsed the interview answers, observed the handling systems and gained an
understanding of how the production processes are managed. As the “hermeneutics twist”, we have made
use of our previous knowledge and applied the information gathered to be able to make analyzes and
reanalyzes to achieve a greater understanding.

2.2 Method approach

Deduction, induction and abduction are different method approaches, in which the researcher will make
scientific conclusions. (Andersen, 1998, p.29)

2.2.1 Our choice of method approach

As our research has been carried out as a field study we have gathered our empirical data at place. These
data have been analyzed by the use of our previous knowledge to formulate a theory of why an apparel
manufacturing company decides in investing in new technology. This line of action characterizes an
induction method approach. As we have not found any spoken theories written by other researchers of our
question frame, it have given us a wider gap for own assumptions and therefore, trial our previous
knowledge.

2.3 Research purpose

It is of most importance to make a distinct formulation of the research purpose, its focus and ambition.
Depending on these two factors, different ways of the purpose formulation can be carried out. Three ways
of doing this is by using an explorative-, descriptive- and/or explaining approach. (Lundahl &Skarvad,
1999, p.53) The research purpose is to be used as a guideline, as when the researcher has gone astray
to get back to the original intention. (Christensen et al., 2001, p.54)

2.3.1 Our choice of research purpose

Our study has been carried out as an explorative research purpose, given that we have investigated
factors influencing the decision of investing in new technology. Our point has been to collect data to be
able to carry an analysis, which transcend into a conclusion. Throughout the interviews we have asked
questions, which we believe has been important for us to be able to answer our question frame. We have
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constructed the interview question from our thesis theory so that the content is of relevance. The interview
questions are enclosed as an appendix.

2.4 Study approach

Based on the question frame, the researcher needs to decide how the study will proceed. Factors that
need to be taken in consideration are; how many individuals will be included, which techniques will be
used and when will the investigation take place. (Patel & Davidsson, 2003, p. 53) Christensen et.al (2001,
p. 70) discusses four types of general study approaches; cross-section approach, longitudinal, case study
and experimental.

2.4.1 Our choice of study approach

Christensen et.al (2001, p.83) argues that it is not the researcher that makes the choice of study
approach; it is done indirectly via the methodology and the question frame, research purpose as well as
the choice of method.

As previously discussed, our study has an exploratory purpose with an inductive method approach. This
symbolizes a case study approach. Most of our empirical data have been gathered at the appointments in
the textile manufacturing factories. This to understand, describe and explain how the company organizes
itself in ways as vision, mission and business strategy. Moreover, how these have influenced or what
other main driving forces have impacted their investment decisions.

We visited five textile manufacturing companies, and decided to not include one of the interviews as we
found that the responded did not answer honestly. Of this reason we have not included or analyzed the
company. The remaining four factories have thoroughly been investigated and analyzed. As a result, we
have established a pattern and concluded a general correlation between making an investment and
achieving competitive advantages.

The interviews have been carried out in a period of four weeks by visiting the apparel manufacturing
companies’ facilities and/or their head-office. We have had an interview session with one manager at each
company asking identical questions to all of them. Further they have showed us their production process,
where we have been accompanied by a guide explaining their equipment and working methods.
Afterwards we have had the opportunity to make own observations and ask questions. This way of
gathering empirical data can also been seen as a cross-section study approach, since we have
interviewed our main target in a given time. That we have included interviews and observations also
symbolizes a cross-section study.

2.5 Research method

Depending on what kind of data the researcher has gathered, it can be categorized into two different
research methods; qualitative or quantitative. (Lundahl & Skarvad, 1999, p.51)

2.5.1 Our choice of research method

The key concepts of a qualitative research method are in line with our research. In our research we have
applied a research method of studying companies and their actions. It is important to focus on the context,
rather than specific parts and the explicit words. During the empirical data gathering the assembly and
analysis have been done at the same time.

Even if quantitative data has been gathered, such as the companies’ production capacity, it has not been
done to make calculations, rather to understand how an investment has changed the productivity in the
companies.

2.6 Data collection

Depending on the choice of research method the researcher will gather a specific kind of data. If the
researcher, by himself, is collecting the data it is called a primary source. Secondary data is collected from
other persons or societies such as documents and annual reports. (Andersen, 1998, p.150)
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2.6.1 Our choice of data collection

Secondary data has been of use when building our introduction, theory and to support our empirical data
gathering. Mainly we have utilized sources from course literature and other literature, articles, company
documents and their websites. Our main source is from primary collected data from the interviews, as well
as the observations which have deepened our understanding.

2.7 Data collection techniques

The question frame navigates how the researcher will organize the study. The researcher has to decide
what persons to include and which kind of data collection techniques to use to gather information. (Patel &
Davidsson, 2003, p.53)

2.7.1 Our choice of data collection techniques

A qualitativ research method charachterizes data collection techniques of observations and interviews,
without set questions or answers alike a poll technique. Our interviews have been done more as a
discussion, to create confidence between the parties involved. This have given the respondent the
possibility to answer more freely, and for us to ask opposing questions. In this way, we have had the
opportunity to understand and ask for other underlying factors. Impact of language barriers, regulations
and other cultural differences have not been a problem. We believe that the reason for this is due to the
global negotations the companies have had and, therefore, know how to achieve a mutual understanding
when communicating.

From the beginning of our empirical data collection we believed that we will have the opportunity to
interview employees at the textile factories. We realized that this was not an option and neither did we
believe it was of importance for our research. We have relied on our observational skills, when it comes to
employees, management and the production processes.

When we elaborated our theory of the thesis, we believed that a modular handling system was used as a
common manufacturing working process. We experienced that none of the factories visited had
implemented modular as a working tool or even mentioned the system as a future investment. Therefore,
it will not further be discussed in the analysis or conclusion.

2.8 Sampling

When collecting primary data, the alternatives are to take a census or a sample. In a census the
researcher uses all available elements of the population of interest. For a sample, the researcher select,
based on a clearly defined criterion, a subset of the population from which it can draw valid interferences
about the whole population. (Moutinho et.al, 1998, p.23) Gathering empirical data from the whole
population is time-consuming and expensive. Depending on the research questions and research
purpose, type of selection method varies from; probability- and non-probability survey. (Christensen et.al,
2001, p 109)

2.8.1 Our selection of sampling method

The choice of doing a field study in India can be considered as a self-selection non-probability sampling
method. Thus, we contacted Eton Company Ltd. and they suggested for us South India and gave us their
contact person in Bangalore. The choice of textile manufacturing companies can be seen as a multi-stage
cluster sampling of a probability sample, whereas Eton has a record of all of their companies. We asked
the contact person to make appointments for us in factories that have both implemented a UPS and
factories that have not. This had made it possible for us to study the differences and similarities in-
between.

Considering the interview and observation techniques, you can say that we have used a non-probability
sample judgement technique. We requested to speak with a manager in the appointed companies; this
has allowed us to use our judgment to select cases which will best answer our research questions. This is
regularly used when following a case study approach, as we have. We are aware that a non-probability
sampling may give a skew result as only few, by us chosen, people have been interviewed. However, we

12



believe that this technique has been necessary since our question frame requires a deeper approach,
which can only be done in few but deeply analyzed cases.

2.9 Research authenticity

The credibility of research findings can be divided into reliability and validity, which has to be given
attention, to increase the possibility of getting the correct answer for the researchers question frame.
(Saunders et.al, 1997, p.81) If the researcher analyzes qualitative data it has to process the authenticity
differently from a quantitative research, as the suppositions differ. (Christensen et.al, 2001, p.308)

2.9.1 Our view of reliability and validity

Qualitative data has often been collected by a case study, where the researcher studies several variables
from few cases, in contrast to a quantitative study where the researcher studies few variables from several
cases. Due to this, the information gathering often depend on its’ context. At last, it is the researcher
which makes the measurements when qualitative data is analyzed. In comparison, a quantitative research
whereas the analysis is based on the collected statistical data. From this the researcher can distinguish
the concept of reliability and validity. (Christensen et.al, 2001, p.308)

The reliability in our research is highly dependent on our interpretations of the subject and the question
frame. The use of having the same structure of the interview questions to all of the factories has increased
the reliability, but since the interviews have taken place in different time and locations it has decreased the
reliability. This, however, do not apply in our study, since the appointments have been done in a period of
four weeks. If the interview questions had been asked in a period of years it would have impacted the
research reliability. At the same time, we are aware that a qualitative research does not have a high
degree of reliability.

Something that may decrease the validity is when the visits in the textile factories are carried-out, as we
will be surrounded by various situations. These situations have been studied by us before, but only in
theory. Therefore, we have been eager to gather as much knowledge and experience about the textile
production as possible. Even if this may not be included in our question frame in this research, it will affect
the validity. We have tried to prevent this by cautiously determine our method approaches, by using
different types of data collection techniques and not to rash a conclusion to increase the validity.

As the study has been carried out with a third person, writing a separate thesis, the interview questions
have been prepared together. Therefore, the questions are based on our chosen field of study as well as
the third persons’. Due to this, subjects such as vertical integration has become part of our study. This
may effect the validity of the study.

One factor we question is the answers given by the companies of their production capacity. Since some of
the companies have multiple facilities, we believe that the answers have been based on all of their
facilities rather than just for the manufacturing facility that we visited. Due to this reason the comparison of
this factor may be warped. Considering this it may have been misleading but since we have not analyzed
this further it have not affected our study in a significant way.
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3. Theory

The chapter presents theories that are relevant for our research field and which constitutes as a basis for
our rendering of the empirical data and the analysis chapter.

Our study has been carried out from an intermediary perspective of working as a buyer for a company that
has chosen to outsource its garment production. We will first of all define the role of an intermediary and
the importance of a buyer’'s demand in the industry. Secondly, we will give a detailed explanation of the
value chain, for the reader to understand how a textile company is organized. Moreover, the concepts of
some well-known business strategies and decision-making factors which impact a company’s choice of
strategy will be discussed. Underlines to this as operations management, management information
systems and apparel handling systems will stress the importance of new technology. Finally we will
discuss our study focus; how a competitive advantage may arise by applying Porters model of five forces
that determine industry competition.

3.1 The intermediary role

Van Weele signifies the importance of a buyer’s role in a firm’s organisation. The responsibility of the
buyer may affect the cost of goods sold, which in turn influence the overall company profitability and return
on net asset. (Van Weele, 2005, p.18-19) Purchasing can be defined as the acquisition of products and
services to cover a demand, to fill the supply of goods in the business process. More specifically the
purchasing department strive to be successful by predicting the so-called Five Rights; the right product, in
right quality, in right volume, at the right time and to the right price. One of the most important tasks a
buyer has is the sourcing and choice of appropriate manufacturer. (Hedén & McAndrew, 2005, p.105-106)

A buyer’s task is based on the specification of terms and requirements, made by either the buyer itself or
another employee in the merchandising department. Moreover, the buyer also determines the
manufacturing price, order placement; follow-up placed orders and keeps control of the supply chain. A
buyer is also making the contract, or as in the industry is called certificate, with the chosen manufacturer.
(Hedén & McAndrew, 2005, p. 106) Specifications often include documents of quality, logistics and
maintenance, law and budget conditions of the purchase. For example, a logistic document specifies
quantity ordered and the accepted delivery time or as in the words of the manufacturer lead-time. Van
Weele argues that sourcing of the most appropriate manufacturer is dependent on the specification
associated to the evaluation of its technological-, quality- and financial risk. The technological risk involves
factors of knowledge and existing equipment, in addition to its use and maintenance, within the company.
Quality risk is referred to in which way and how the quality management is secured and applied in the
production processes. The latter is an evaluation of the manufacturers’ financial stability in a long-term
and short-term outlook, and includes its investment opportunities. (Van Weele, 2005, p.53)

As companies become more dependent of their manufacturers, it is important to create a strong
competitive base of manufacturers. To develop effective relationships with them, can create remarkable
differences of the companies return on net asset. (Van Weele, 2005, ch.3) By using a management
information system (further referred to as MIS) the company can control and automatically place orders
from the selection of its contracted manufacturing base. The selection is based on the above mentioned
evaluation details, such as promised- and actual lead-time and cost of order. (Shtub, 1999, p.123) The
buyer can also use statistics gathered from references of previous- or remaining customers. (Hedén &
McAndrew, 2005, p.137)
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Source: The Value Chain, Porter, 1985, p.41

Porter argues that a competitive advantage grows in the way the firms organize and perform its activities.
The basic tool for understanding the role of technology is the value chain. (Porter, 1985, p. 164-171) The
value chain model will be used in analyzing how an investment in new technology may bring a competitive
advantage.

The value chain is built on primary- and supporting activities which will, if properly coordinated, lead to a
margin, such as a competitive advantage. When a business strategy is, for example, to sell apparel
products, the product passes through all activities. All activities in the value chain contribute to customer
value. One activity is linked to another, as one activity is performed it will affect the cost or effectiveness
for the following. In this way each activity gains some value to the product. Primary activities are those
involved in the ongoing production, such as marketing, delivery, and servicing of the product. To make this
possible the firm need the support activities; purchased inputs, technology, human resources and the
overall infrastructure. (Porter, 1985, p. 40-41)

In firms operating in the textile industry, the primary activities are the physical flow from fibre to end
product. To bring the final output, the product needs to pass several development stages through different
actors in the value chain. The amount of actors is depended on the type of product and business. At
present there are few companies in the textile industry that actually owns their own factories. (Hedén &
McAndrew, 2005, p.54-55,110) One of the reasons for this is that firms want to be as flexible and
adaptable for dynamic market demands as possible. Porter argues that the way a firm chooses to
coordinate its linkages is building strategies to gain a competitive advantage. This integration involves
sharing information and allocating responsibility. (Porter, 1985, p.58-59, 41)

The processes of the primary activities begin with inbound logistics for the product input, such as raw
material and its stockholding for the preceding processes. Operations are a term used to define all the
activities directly related to the production of goods and services. The end-product will then be stock hold,
transported and distributed to the buyer, reckoned as outbound logistics. Marketing and sales and after-
sales services are associated to the products’ distribution to the end customer. (Van Weele, 2005, p.9-11)
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The firms’ infrastructure includes the activities, within the support activities, which are needed to keep the
company running, such as finance, planning and management. Human resource management (further
referred to as HRM) is the recruitment, education and training of the employees. (Van Weele, 2005, p.10)
Technology development focuses on research and development, as well as innovations for product
design. Product design refers to activities including the function, physical characteristics, aesthetics and
quality of the manufactured goods. (Barney, 2005, p. 159) All type of purchasing is mentioned as
procurement, such as buying of raw material, products, equipment and other supplies. (Van Weele, 2005,
p.10)

In our study, concentration will be at the operation, or referred to as production, of the primary activities.
As Porter (1985, p.41) argues, all the supporting activities uphold each primary activity. Therefore, we will
discuss all of these in our analysis, but stress the importance of technology development and how this
may bring a competitive advantage or a so-called margin.

3.2.1 Business strategies

A company develops a strategy by performing individual activities and how they choose to organize its
value chain. A strategy is based on the mission and vision of the company. Actions and activities must
work cross-functionally for optimal organizational performance. (Chase et.al, 2006, p.410)

We have created an overview, model to the left, of how a
Mission business strategy is involving a company’s mission and vision
and in addition to this, create tactics to implement its strategies.
Barney explains that a strategy is defined as a firm’s theory to
compete successfully in their industry. A competitive advantage
has risen when a company’s actions create economic value and
Vision few rivals are engaged in similar actions. (Barney, 2005, p.230)

A framework forthe First orf]_all, a firm _m_ust (:]ecideh whfe_xt its core;jcombpetencyhis; the

= s o . one thing or activity that the firm can do better than its
02 Y Lt sffdtegidplaning competitors. A core-competency provides potential access to a
wide variety of markets, increases perceived customer benefits
and is hard for the competitors to imitate. The goal is to have a
core-competency that yields a long-term competitive advantage

Means through which firms to the company. (Chase et.al, 2007, p.112-113)

accomplish its mission and vision

A firms fundamental purpose

Strategy

Barney implies that there are several of different strategies a
Figure 2-2 business can choose to have. Vertical integration, flexibility or the
generic-business strategies are some of the most outstanding
strategies. (Barney, 2005, p.230)

Vertical integration is when a company choose to engage in more than one of the primary activities in the
value chain. They make the decision of which activities they want to engage in of the value chain, and
which they want other firms to engage in. The number of stages defines its level of vertical integration, the
more activities chosen, the more vertically integrated a firm is. (Barney, 2005, p.194) To integrate the
primary activities of the value chain accomplishes a greater control of lead-time, quality and manufacturing
costs. (Chase et.al, 2005, p. 13) The strategy of flexibility can be a source of sustained competitive
advantage to the extent that they are rare and costly to imitate. (Barney, 2005, p.335) Flexibility can be
achieved as a competitive advantage if a company producing a range of diversified products, rather than a
standardized product, and does this efficiently. Diversified products are a product mix of multiple garment
styles, whereas a standardized product is the production of one single garment style. (Hedén &
McAndrew, 2005, p.78-80) The benefit of providing a standardized product is that the company achieve a
greater organization and control of the quality management, decrease the costs by economies of scale
and reach an impact through the whole company of production, marketing and distribution. The
disadvantage, however, is lost of market potentials when the demand is to buy product-mix of one
supplier. (Kotler et.al, 2008, ch.8)
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Porter argues that to position its company embodies an overall strategy to compete. Further he states that
there are two types of competitive advantages; lower-cost or differentiation or referred to as the generic
business strategies. A firm must perform activities more efficiently than its competitors, a strategy of low-
cost, or perform activities in a unique way that creates greater buyer value and commands a premium
price. The latter is a strategy of differentiation. (Porter, 1998, p. 54) Cost-leadership is when a firm is
producing a standardized product and with this gaining, for example, economies of scale and learning-
curve economies. Product differentiation is a business strategy whereby firms attempt to gain a
competitive advantage by increasing the perceived value of their products or services related to the value
of its rivals or rivals substitutes. (Barney, 2005, p.230-233,264-266)

Firms, through their competitive strategy, seek to define and establish a profitable and sustainable
approach to compete in their industry market. No universal strategy is existing, and only strategies tailored
to the skills and assets of a particular company and to its industry, do succeed. (Porter, 1998, p.30)

3.3 Operations management

From an intermediary perspective it is important to understand how a apparel manufacturing company
manages its productive resources, such as raw material, human resources, equipment and their facilities
and how these are designed and controlled. This is referred to as operation management. The managing
of productive resources is critical for producers’ strategic growth and competitiveness. (Chase et.al, 2007,

p. 1)

An operation is defined as the production of a product and/or services. Operation management is the
functions involved in delivering value to the customer. (Shtub, 1999, p.16) Operation management can be
defined as the design, operations and improvement of systems that create and delivers a firm’s primary
products and service quickly, efficiently, without errors and at low cost. Manufacturing companies tend to
group operation activities to produce its products in one department, as seen in the model below. (Chase
et.al, 2007, p. 5- 13) In a textile garment manufacturing company the manufacturing activities are divided
into three sections of cutting, assembly and finishing. Cutting refers to the preparation of the garment
components, which will be sewn together to one garment in an assembly line. The final quality control and
other finishing processes as for example ironing and packing is an operation called finishing. (Glock &
Kunz, 2005, p. 34) Manufacturing operations perform according to objectives of; quality, flexibility, speed
and cost of production as this is what the customer demand. (Chase et.al, 2007, p.13)

Marketing Plantmanager Finance

Production control Purchasing Manufacturing Quality assurance Engineering support
I |
Scheduling Cutting
Materials Assembly
Control Finishing

Figure 2-3
Operations management in the organization chart, Exhibit 1.3,Chart A: Manufacturing firm, Chase et. al 2007, p.12

Each asset, within a company, requires an investment and therefore has a significant impact of the
financial success of the firm. Operations technologies have enabled firms to increase their productivity.
Investment in new technologies, both soft- and hardware technologies, is not only to reduce labour but
also to increase product quality and variety, shorten production lead times and increase the flexibility of
operations. (Chase et.al, 2007, p. 821-826) Capacity flexibility is achieved when plants, processes,
workers and strategies have the ability to rapidly shift its production capacity from one product to another.
The ultimate flexibility is accomplished when zero setup time is needed. (Chase et.al, 2007, p. 668-677)
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Operation management include quality management, Just-in-time (further referred to as JIT), factory
automation and supply chain management. Quality management is achieved when an organization excels
on all dimensions of the products and services out of the specification document from the buyer/customer.
When inventory levels are low, quality problems become more visible. A JIT strategy has the purpose of
reducing inventory levels to zero, thus minimizing inventory investments and shortens lead-time. (Chase
et.al, 2007, p. 339, 511) This strategy must be implemented within the whole company, so that
bottlenecks within all departments in the organization can be solved. (Van Weele, 2005, ch.12) If the
work-in-progress (further referred to as WIP) is minimized, JIT and Quick-response becomes better
achieved. (Eton, 2001, p.11) Quick-response (further referred to as QR) is when a company has a closely
working relationship towards its customers to respond to the demands quickly. (Dickerson, 1991, p. 233)
All sources of demand should be controlled so that the productive system, in the manufacturing facility, is
used efficiently and the products are delivered on time. (Chase et.al, 2007, p. 538)

Chase et.al declares the importance of effects of learning- and experience curves, which should be
regarded when investing in new technology. Economies of scale and JIT become more efficient when
individual- as well as organizational learning improves as a task is continuously redone. (Chase et.al,
2007, p. 464-468)

According to Chase et.al (2007, p. 28-35) the main objective of a manufacturing strategy is to transform
the competitive dimensions chosen to perform an operation and ensure that the operations, and the firms,
capabilities/resources are enough to accomplish it. An operation strategy involves decisions that relate to
the design of process and the infrastructure needed to support the process. Process design includes the
selection of appropriate technology, sizing the process over time, the role of inventory in the process, and
locating the process. (Chase et.al, 2007, p. 14-24)

A production facility should select a limited set of focus objectives, which go well-in hand with the
corporate strategy. In other words, the facility should not expect to excel in every aspect of manufacturing
performance: cost, quality, flexibility, new product introduction, short lead-times and low investments.
Competitiveness depends on how the firm position itself, according to these factors, in their industry.
(Chase et.al, 2007, 465-470)

Any company that wants to stay ahead of the competition in today’s market needs to have an edge. To be
competitive, throughput time needs to be minimized, the manufacturing process optimized, and the
highest level of quality needs to continually be achieved. Companies gain competitive advantages by
conducting activities, employing new procedures, new technologies or different inputs. (Porter, 1985, p.41)

Chase et. al have put together variables that will affect an equipment selection, see table below. We have
chosen to exclude some of the factors to consider in the model, as these involve factors that are too
technological. The authors mean that there are several decision variables that must be considered when a
manufacturing facility decides in investing in new technology. Even if these variables are important a
company must consider the financial aspect and the return on investment (further referred to as ROI).
(Chase et. al 2007, p.228)

Decision variable Factors to consider

Initial investment Price, space requirements

Output rate Actual versus rated capacity

Output quality Consistency

Operating requirements Ease of use

Labour requirements Human factors impact

Flexibility

Setup requirements Changeover speed

Maintenance Complexity

Inventory Timing and need for supporting buffer stock
Systerawide impacts Control activities, fit with manufacturing strategy

Table 2-1
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Major decision variables in equipment selection, Exhibit 6.3, Chase et. al 2007, p.228

3.4 Operation systems

To elaborate some important operation systems used in an apparel manufacturing company will, for the
reader, enable the understanding of how a manufacturing facility chose to invest and plan its production
equipment and systems.

Four apparel handling systems will further be presented; these as well as the software management
information systems manage the operational processes of assembly in apparel manufacturing companies.
In a combination to the apparel handling systems the MIS will give beneficial advantages. (Eton, 2001,
p.10) Therefore, we will begin to explain the concept of the most commonly used handling systems and
further elaborate the importance of MIS.

3.4.1 Manufacturing handling systems

Textile industry manufacturers often refer to three types of handling systems; bundle-, modular- and unit
production systems. What they all have in common is the requirement of appropriate choice of
management and supervision, material handling methods, floor layout and employee training. Suppliers
can choose to implement one or a combination of systems in their manufacturing facility. (Glock & Kunz,
2005, p. 337) New technologies have been developed such as Switchtrack, which will moreover be
discussed.

3.4.1.1 Bundle handling system

Bundle handling system has given its name from the bundles of garment parts which are moved from an
operation to another. The system has been used in many textile factories for several of decades. (Glock &
Kunz, 2005, p. 337)

A bundle consists of different garments components which are needed to
complete a specific operation. The assembly of the bundle is depended on
the operation and can be anything between parts of a pocket setting to a
finished garment. At the workstation the operator is performing the same
activity throughout the workday. Bundles are put together in the cutting
room with a bundle ticket. Some companies use electronic bundle tickets,
which are swiped at each working station to make the workflow more
efficient as it increases the MIS and eliminates lost bundle tickets. At the
end of the workday, bundle tickets are handled in by the operator to
determine his compensation. To use this handling system may require a
large amount of WIP, as the bundles assembly differs and can create large
buffers of backup work to ensure a continuous workflow. (Glock & Kunz, 2005, p. 337) Manufacturing
facilities often refer to the term bundle time. This consists of obtaining the bundle to the work place, untie
the bundle, lay out work, claim bundle ticket and put aside bundle. (Eton, 2001, p.1)

Picture 2-1
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3.4.1.2 Modular handling system
Modular is a handling system that requires an empowered work team and equipment. The employees of
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Source: Glock & Kunz

3.4.1.3 Unit production system

the team must be multi skilled and perform according to own
goals and self-management. To maintain a continuous workflow,
the team must specify a mutual agreed quality level and
motivate each other to achieve this. Dependent on the size and
needs in the firm’s product line, the numbers of members in a
group will be various. The advantage of this type of system is
that it is flexible to produce a wide variety of products in small
guantities, because the members of the team are able to carry
out different tasks within the team. The payment is based on the
groups’ potential of meeting goals for output and quality.
Something that differentiates a modular handling system from
the other systems is the management strategy, which transfers
the responsibility from the management to the production team
itself. Managers and supervisors’ have the duty of recourse
people and facilitators. Responsibility of ownership of the
finished garment will be given by evaluating factors of quality,
throughput time and methods of assembly. Modular is working
according to a pull-system, as demand for work is coming from
the following operator but the operators still have a unbroken
workflow since one operator have several tasks before he hands
it over to the next operator. This method of working is
decreasing the WIP. (Glock & Kunz, 2005, p.341-347)

A UPS has an assembly line layout that contains of an overhead transport system which moves the
garments from a workstation to another. It is called a unit production system, as it produces garment by
garment or in other words, unit by unit. All the pieces of one garment is put in a hanging carrier (from the
overhead conveyer), as the operator at the workstation has finished his operation a button-press will
transport the carrier to the next workstation. (Glock & Kunz, 2005, p. 339)

Picture 2-3
Source: Eton Systems Ltd.



Components, cut in the cutting room, are grouped together as one unit of a single style and loaded to the
hanging carrier, which is the first working station in the line. As the carrier continuously moves along the
line, the operators do not have to remove the components from the carrier. UPS eliminates the material
handling as the operator does not have to make unnecessary movements. Bundle tickets are eliminated
since the carrier automatically monitors, via a terminal, the garments way through the operations. A UPS
also improves the floor layout since it minimizes the space utilization. (Glock & Kunz, 2005, p. 340)

Benefits of a UPS mainly depend on the management handling and how the system is used. Compared to
a bundle system, WIP are reduced as well as direct labour costs because of the pre-positioned parts in
the carriers instead of handling the bundles, earlier described as bundle time. Quality management is also
improved since the terminals detect errors and have the supervisor to correct these quickly. An investment
in a UPS is costly, as it includes the purchase of the equipment, installation costs, educating the
employees and preventing the downtime. (Glock & Kunz, 2005, p. 339-341)

3.4.1.4 Switchtrack systems

Switchtrack is a manual conveyer production handling system for connecting and speeding up the
manufacturing process. This system, just like a UPS, is a type of conveyer system that transports the
garment parts in a hanging carrier from workstation to workstation. It offers flexibility, productivity,
reliability and savings in manufacturing costs. (http://www.switchtracksystems.com) It also reduces the
handling time, but the system requires the operator to transport the hanging carrier to the following
workstation by hand. One advantage is that it is not as expensive as a UPS, but on the other hand it
neither includes a line-balancing nor terminals that control the production process information. This forces
the management to monitor this manually to make the workflow run smoothly.*

3.4.2 Management information systems

A management information system is disseminating data by collecting, processing and storing information
needed to carry out the functions of management and plan capacity for each production handling system.
It is used as a decision support for internal control of resources, technologies and procedures
simultaneously done within the organization. The MIS increases the manufacturing facilities overall
flexibility, as it monitors and gives updated information of the required input and lead-time to and between
the processes as well as it handles the contact with its supplier base to enable QR and JIT. (Shtub, 1999,
p.36, 75-76) Access to factors of production by technological software creates a cost-based sustained
competitive advantage. To realize the full potential of these competitive advantages, a firm must be well
organized and costly for its competitor to imitate. (Barney, 2005, p.260)

3.4.2.1 Eton System

An Eton System MIS collects data of, for example, style number, colour shade and batch number. The
system is integrated to a UPS handling system. It is working via online terminals located at each
workstation to collect data on each operation, which both in real and historical time interacts between the
terminals, computers and internet. The information can be analyzed at present time, whilst compared to
other systems where data usually is analyzed in the evening or the day after. This enables the
management to plan routes and scheduling. An Eton System can control multiple routes and simultaneous
production of multiple styles without restructuring production lines. The system is linked to a computer
control centre, which monitors the garments workflow in real time. In contrast to a bundle system, this
automatic control, tracks the workflow and balances the line, which reduces bottlenecks and therefore
improves the overall productivity and efficiency. (Glock & Kunz, 2005, p. 339-341)

Via the terminal the operator can also, on his own, control the time spend on his operation and the amount
of operations done. By this he can have an overview of his efficiency and payment earned for each unit.
(Glock & Kunz, 2005, p. 340)

! Kesavan, P., Sales enginner, IIGM Private Limited, India: Tirupur, 04/05/09
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3.4.2.2 ProCon System

If a company is using a handling system such as bundle- or switch track system, that does not have
terminals to gain and control production information they can add a ProCon system. ProCon is a real-time
production monitoring system which is built on coded tags, such as operator identification tag and bundle
tag. The system collects information in real-time and send it to the management team to identify and read
problems occurred in the production lines. Thereby, it reduces bottlenecks as well as improving and
balancing employee efficiency.?

3.5 The five forces that determine Industry Competition

Porter states that the nature of competition in an industry is determined by five competitive forces; the
threat of new entrants, the threat of substitute products, the bargaining power of suppliers, the bargaining
power of buyers and the rivalry among the existing competitors. (Porter, 1998, p. 35) When a firm is
seeking for competitive advantage and above-normal profit, the environmental threats are the external
individual groups and organisations that seek to reduce the firm’s performance. (Barney, 2005, p.78) The
five forces also determine the industry profitability as the factors influence the prices firms can charge, the
costs they have to bear, and the investments required to compete in the industry. (Porter, 1985, p.35) This
model will be used when analysing an apparel manufacturing company in the textile industry, to state what
causes a competitive advantage.

Supgliers Potential
PP Entrants
Competitive
Rivalry
Substitutes Buyers

Figure 2-4
Source: Entrepreneur zest

Porter defines an industry as a group of competitors producing products or services that compete directly
with each other. The industry is an arena in which competitive advantage is won or lost. Firms develop
competitive strategies, to be able to compete in a profitable and sustainable way. According to Porter
there is no universal strategy, and only those who tailor their strategies to their industry and to the firm’s
skills and assets succeed. (Porter, 1985, p.34)

New entrants are firms that have recently or are threatening to operate in the industry. Entry will continue
for as long as the firms have above-normal profit and will slow down when firms are earning normal
returns. (Barney, 2005, p.79) Economies of scale, vertical integration, research and development costs
and technological investments are factors that will bring high barriers of entry. To compete in the apparel
industry requires several resources and skills, as it is a fragmented business. (Porter, 1985, p.36)

KM Malarvannan, director, Crystal Consultancy Services Pvt. Ltd., India: Tirupur, 04/05/09

22



A product from the firm’s competitors, that meets roughly the same customer needs as the same way from
the firm itself, is called substitutes. In extreme cases, a product that are more superior then the previous
products may replace the firm’s product. (Barney, 2005, p.94-95) Dependent on whether the firm produce
a standardized or diversified product range, the substitutes differ, for example, in availability, price and
volume. (Kotler et.al, 2008, p.34) As a result of the applied business strategy in the manufacturing
company, a product can be more superior to its competitors by, for example, cost-leadership or
differentiation. (Porter, 1998, p.54)

Suppliers in an industry may impact the firm’s performance if they increase their prices, reduce the quality
and elongate their lead-time. (Barney, 2005, p.95) Porter (1998, p. 37) argues that this may cause that
profits earned by the firms in the industry will be given to the suppliers. In contrary, if the amounts of
suppliers are few, this will give power to the firms. When the products provided are unique or highly
differentiated the suppliers are a greater threat, as well as when substitutes are low or not existed.
(Barney, 2005, p.95-97)

The profitability of firms in the industry can be threatened by the buyers, if the amount of buyers is small.
Another threat of buyers is if the products purchased are standard and not diversified, which will bring
power to the buyer as the product have more substitutes. When buyers are not earning significant
economic profits, they are likely to become more of a threat as they demand low price and high quality
products from the supplier. (Barney, 2005, p.97-98)

Porter states that operating in a particular nation can provide a better environment for competing in some

industries than others. Firms combine advantages created at their home base with their internal strategies.
(Porter, 1998, p.67)
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In the empirical data chapter the result from the interviews and observations will be presented. At the

beginning of each underline, a short company description will be given for the reader, followed by a result
presentation of the interview and concluded by own renderings in view of our theory.

The company description is based on the interview answers or secondary sources gathered from the
manufacturers’ website. In the result presentation the interview with the manufacturing company’s
manager will in the words of the respondent be delivered. Own renderings are presented in a meso-
perspective, in view of our theory. The reason of this is to give our analysis, and the reader, a more clear
understanding.

4.1 Bombay Rayon Fashion Limited

Bombay Rayon Fashion Limited (further referred to as BRFL) were established 1986 and their main
product range consists of woven tops and formal shirts. They have 46.000 employees in their 14
manufacturing facilities in India. Anjan Mohanty, the general manager of BRFL, states that the company is
the second largest exporter in India. The company exports 80% of their products to Europe and the
remaining to other countries, such as United States and Japan. They are supplying to companies such as
H&M, ZARA, Tesco and C&A. Their manufacturing facilities have a capacity of producing 30 million pieces
per annum. To place an order at BRFL requires a minimum order size of 10.000 pieces.3

A vision to become fully vertical integrated has influenced the company’s value chain. At present BRFL
have facilities of yarn dyeing, weaving, fabric processing, design, garment manufacturing and retail.* In
BRLF’s annual report (2007-2008), it states that the company’s mission is to become the most innovative,
dependable and reliable partner for quality, service and deliveries. BRFL'’s business strategy is to achieve
economies of scale, thus producing high quantity to low prices. Mohanty states that the company’s vision
and strength is their belief in productivity.5

4.1.1 Result presentation

In our interview with Mohanty he explains that BRFL made an investment in a UPS two years ago, in the
manufacturing facility placed in Bangalore. At present they altogether have seven assembly lines with 33
workstations each. The investment has increased their productivity and quality, minimized their material
handling but the actual gain, according to Mohanty, is for the operator as the ergonomics is better and the
job becomes simpler. Via the terminal the operator has a better accountability, as she can monitor her
productivity. Mohanty argues that since the investment they have not had any problems with the UPS. The
two main problems, they experienced before, were mixed sizes or shade differences of pieces in the
garment assembly. A UPS have increased the control of garment pieces and fewer mistakes do occur.
This gives Bombay Rayon an edge, Mohanty speaks. Moreover, Mohanty says that an investment in a
UPS can be of benefit for both small- and big factories, the vital issue is the initial cost. For a small factory
the ROI can take longer time to reach.

Mohanty states that, by choosing a strategy of vertical integration, reduction of problems between linking
suppliers together will diminish. He believes that this strategy will give them a cost advantage and reduce
their lead-time, as the fashion business is volatile and highly concerned about lead-time; their customers
prefer a supplier with less lead-time. Mohanty experiences that the customer primarily demands a quality
product and secondary is interested in the way it is produced.

Competitiveness is dependent on three things; lead-time, quality and costs, Mohanty declares. He states
that their lead-times are minimized, due to their strategy of vertical integration, as well as quality
management and economies of scale are accomplished as they are making a standardized product. To

3 Mohanty Anjan, general manager, Bombay Rayon Fashion Limited, India: Bangalore: 10/04/09
4 Mohanty Anjan, general manager, Bombay Rayon Fashion Limited, India: Bangalore: 10/04/09
Mohanty Anjan, general manager, Bombay Rayon Fashion Limited, India: Bangalore: 10/04/09
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produce standardized products increases the productivity, according to Mohanty this is a result of their
atomisation of garment manufacturing. In view of the nation’s competitive advantage, Mohanty means that
India will become more important in the future global trade as the other low-cost countries prices are
increasing.

4.1.2 Own renderings

Our focus, from the value chain, is on the operations of the primary activities and all the involving support
activities. We make the understanding that BRFL believes that investing in technology development in
their operations; will gain them a competitive advantage and achieve their vision and mission. We believe
that the main reason for the implementation of a UPS is due to the chosen business strategy and market
demands as the productivity increase. Lead-time is another factor that has forced them to increase the
productivity. Their customers’ primary request is quality products’; we believe that they have been able to
keep their position in the industry and to expand, due to the improved material handling which have
affected the quality management in all dimensions.

We make the supposition that the barriers of entry in the industry are quite small, as the resources needed
to compete with BRFL are high due to the investments already done. The skills, as well as the experience-
and learning curve has been developed and implicated. Substitutes, however, can be found by other
facilities since their manufacturing product is standardized. We believe that the outstanding BRFL has is
the quality and low prices, achieved by economies of scale, that makes them have a superior product
compared to its rivals. We have further made the conclusion that the threats from suppliers are small or
non existent, since the company is almost fully vertically integrated. The few existing suppliers are limited
and their power is low, as the suppliers are not crucial for BRFL’s profitability and market position. As
BRFL’s products are standardized, we believe that it will bring power to the buyer, as the substitutes are
easier to find. We believe that the company can strengthen its competitive advantage by taking benefit of
the UPS ability to be flexible and supply diversified products. On the other hand, if the customer is asking
for a standardized product they have the opportunity to improve their productivity even more. Buyer’s
power is of relative importance as they are asking for productivity, lead-times and quality. We think that
BRFL is aware of these demands, and by investing in a UPS they believe that they will be able to maintain
their position and get a competitive advantage in the industry.

Having a UPS is giving the ability to both supply standardized- and diversified products dependent on the
market demands. If BRFL choose to take advantage of this, their competitive advantage can be
increased.

4.2 Silver Spark Apparel Limited

Raymond Group was founded in 1925 and Silver Spark Apparel Limited is a part of this group as a wholly
owned subsidiary. (Annual Report 2007-08) In their facility in Bangalore they are manufacturing formal
suits and trousers, both serial- and made-to-measure production, with approximately 2 000 employees.
Vishal Bist, the general manager of marketing and merchandising, declares that Raymond Group is the
largest company in the country. Silver Spark is exporting to countries all over the world, such as Japan,
United States, Europe and South Africa. They are supplying to customers such as JC Penney, Dressmaan
and Calvin Klein.® Their manufacturing facility has an order producing capacity of 0, 4 million suits and 2, 5
million trousers annually. (http://www.raymond.in) Bist says that they normally ask the customer to
purchase minimum 2 000 jackets and 4 000 trousers per order.’

In Raymond Groups annual report (2007-2008) it states that the company is a market leader in the textile
sector in India. Their vision is to retain this position by focusing on their manufacturing capabilities and
expanding their markets and distribution networks. They believe their strength lies in their innovation and
dedication in developing superior products. Excellence, quality and leadership are the following key-words
for achieving this. (http://www.raymond.in) Bist says, that Silver Sparks business strategy is to offer their

® vishal Bist, General manager- marketing & merchandising, Raymond group: Silver Spark, India: Bangalore: 20/04/09
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25


http://www.raymond.in/

customers a more value-added product. As well as not being dependent of a single market, country or
buyer. That makes the company choosing a strategy of being vertical integrated.®

4.2.1 Result presentation

Bist starts the interview by explaining that Silver Sparks are using a mix of switchtrack- and bundle
handling systems in their manufacturing facilities. Bist declares that the reason for this is the advantages
gained for increasing their productivity. This is sufficient enough to attain our lead-times, he says. He
believes that an investment in a UPS is not necessary, since it is too expensive and will not pay itself. Bist
emphasizes that the order size is not the issue; it is rather that labour costs are cheaper in India than the
capital investment. However, an investment in a UPS may be a future option if the labour costs will rise.

Bist have not experienced that the customers are requesting a UPS. As long as the deadlines are
reached, they are not interested in what kind of system the factory has, he says. The major command
from the customers is that the certificate, issued by the customer, is signed before production begins. The
certificate may contain factors such as social complaints and human- and social rights. The advantage of
being vertical integrated, he says, is that for the customer it is less costly and easier since the supply
chain is already coordinated within the manufacturing company. Even if the customer is not asking for this,
it is an emerging trend Bist explains, which will lessen the management issues for the buyer. Another
global trend is the request of minimized order quantities and lead-time, which they have responded to by
implementing QR in their value chain.

When we asked about the company’s strengths, Bist answered that it is four different factors, besides the
benefit that they are vertically integrated. First he mentions the flexibility and their prices seen in a global
perspective. Third, he argues that the company has taken advantage of India’s national advantage by
using raw material and other manufacturing possibilities found within the country. He concludes by saying
that the company is part of a financially strong group, which have given them the ability to make new
technological investments. Weaknesses, are mainly discussing global disadvantages as the current
recession and fluctuating currency rate as well as other national disadvantages such as the governmental
impact and the poor infrastructure. An example given by Bist is that since Bangalore is placed in the
middle of the country the shipping court is far away and this increases their lead-time.

In a global perspective Silver Sparks believe that they are still competitive and growing. However, Bist
declares that it is important to produce a more value-added product and segment markets more efficiently,
to remain their business.

4.2.2 Own renderings

In our point of view, Silver Sparks do not think they can gain a competitive advantage by investing in a
UPS. We make the understanding that they believe that investing in technology development in their
outbound logistics will gain a competitive advantage and achieve their vision and mission. As Bist
explained, they do not need to invest in a UPS to respond the market demands®. Since one of their
strength is their financial sources, we believe that an investment could be possible but of their point of
view the ROI is too long, compared to labour costs. We also believe that another reason is because
capital is put into technology equipments for producing new fabrics. However, Bist argues that they are
not always able to accept small orders, due to the loss of setup time'®. An investment in a UPS will lessen
the setup time, as well as decreasing the lead-time. This is one more reason we think there is another
underlying factor of their decision, which is not explained more explicitly.

Furthermore, HRM were also observed to be an important support activity for Silver Sparks. They spend
resources to train their employees in their factory, where they had a separate department to educate their
employees before they attained a task in the production.

8 Bist Vishal, General manager- marketing & merchandising, Raymond group: Silver Spark, India: Bangalore: 20/04/09
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Depending on the factors discussed, the barriers of entry can be various. If we look at the handling system
we believe that the barriers of entry are small, since their technological equipment is not uniqgue compared
to the other factories we have seen. On the other hand, they have a big advantage of being vertically
integrated because they can reduce the lead-times and have a better understanding of the market
demands that new entrants do not have. This, as well as the long years of knowledge within the factory
will increase the barriers of entry. As Silver Sparks do provide a standardized product combination,
economies of scale are achieved, which is another factor that increases the barriers of both entry and
substitutes. Due to Silver Sparks ordinary assembly equipments the substitutes are high, but the way
these equipments are organized, so-called manufacturing layout, is superior to its rivals. On that account,
the productivity and quality have enhanced, therefore the substitutes will be hard to find. The threats of
suppliers are minimal or non existent, because Silver Sparks are broadly vertical integrated. The only
suppliers they use are those forced from their customers in components, such as trims or own cooperating
fabric producers. Furthermore, this vertical integration causes the power of buyers to become less since
Silver Sparks handles the control of the value chain processes. On the other hand, we can see that the
power of buyers increases as the company’s products are standardized and the substitutes will be easy to
find. Moreover, we can see that the company’s competitive advantage may rise if they are producing a
superior product, due to that the product range of suits are difficult to assembly and the quality is an
important aspect. If the buyer is satisfied the choice will be to continue the relationship, in this case the
company have achieved a competitive advantage.

4.3 Karle Group

Karle group of companies was established in the year of 1974. The group consists of several different
fields, whereas the field of apparel was founded 35 years ago. Their manufacturing facility is producing a
diversified product mix of high-performance- and outdoor wear to customers as Nike, Adidas, Gerry
Webber and Abercrombie & Fitch. Their garment manufacturing facility is placed in Bangalore with
altogether 2 000 employees. All their products’ are exported, the majority of approximately 75% to United
States and the remaining to Europe. They have a Production capacity of 7, 2 million per annum and
publishes a minimum order of 3 000 pieces per style. **

Karle’s mission is to become a global and continuously expanding leader in garment design and
production, by achieving zero defect production, and thereby JIT, with a constantly well educated
workforce. They believe that this mission can be reached by adopting and absorbing the latest technology,
and focus on research and development within this area. As well as nurturing strategic partnership and
the view of achieving long-term relationships with their customers is important.
(http://www .karlegroup.com) Karle has adopted a business strategy of producing a fashion-driven product
in small quantities and high prices with a high degree of quality by using top-level suppliers. The suppliers
are sourced or nominated by their customers, as they are not vertical integrated. .

4.3.1 Result presentation

Chittarjan Gokal, chief executive of manufacturing of Karle, states that major investment has been done in
the UPS since ten years back, with at present having 45 lines with 15 workstations each at one single
floor level. An investment has also been made in a switchtrack handling system and together they both
are managing their operations of sewing and finishing. Chittaranjan explains that both systems are
handling the WIP equally, but the benefits of UPS are the organisation of work. He means that there are
both tangible and intangible benefits of a UPS. Thus, the tangible benefits can be achieved no matter of
handling system, such as the efficiency, with just organizing your facility better. When it comes to the
intangible benefits, he states that the hanging carrier arranges your garment parts in such a resourceful
way which can not be accomplished by another system or management. However, an investment in a
UPS will only give an advantage if you are producing complicated garments with many and/or smaller
components, he says. The equipment investment compared to the low-cost labour in India, will not give a
ROl in short.

™ Chittaranjan Gokal, chief executive- manufacturing, Karle group of companies, India: Bangalore: 22/04/09
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Moreover, Chittaranjan explains that the UPS is a pull-system, which forces the operators to co-operate.
He believes that the main strength of a UPS is the visual management, as it obliges the supervisor to
intervene when a bottleneck occurs, which at the end of the day increases the productivity.

Lead-time and cost are critical factors as well as quality, but quality is today an accepted norm
Chittaranjan declares. As Karle is not vertically integrated the company is highly dependent on their
suppliers of the raw material. The interdependence between the company and the buyer requirements are
impacting their lead-time, he states. He further says that this is not something they can quicken, because
their customer has the control of wanted suppliers and fabrics.

Chittaranjan states that the company have a competitive advantage, in a way that they have chosen a
business strategy of producing in the segment of diversified- and differentiated products. He also
mentions that the customer is not really interested in what kind of handling system a manufacturing facility
has, but the critical denominator for choosing a supplier is the facility layout and the well organized
management. Chittaranjan believes that their superior manufacturing layout is their main competitive
advantage.

4.3.2 Own renderings

On basis of their chosen business strategy, we can make the conclusion that Karle would not achieve its
strategy without the UPS. The reason of this is that they have to reach a high-degree of quality
management and achieve their lead-time requirements to maintain their customer relationships. As they
are having an interdependent relationship with their suppliers it is important for them to have control of
their own lead-time within their facility. Own observations done in their apparel facility in Bangalore, we
can state that much effort have been put into having the operational activities to co-operate and deliver
the components to the next section JIT. For example, based on the production capacity in one
manufacturing line, the fabric will be transferred JIT to the cutting section. In our view, they have combined
inbound-, operations- and outbound activities of the value chain to increase their productivity. Our
interpretation from the interview with Chittaranjan is that since their prices are higher than the average
Indian factories charge, it is due to their choice of constantly investing capital in new technological
equipments and HRM.

The barrier of entries in the industry is very high. Even if the new entrant has the financial resources
needed they will still not have the high-degree of experience curve to compete with Karle. The facility
required to accomplish the single floor manufacturing layout and the organization necessity Karle has
achieved, is another example that increases the barrier. We believe that threats of substitutes are low or
not even existing, since the product is superior to others. Buyers can however choose to buy a similar
product for less, but we consider that to be in expense of the quality. The company have achieved a high-
quality product, because of their control and maintenance of their production and we think one reason for
this is due to the well planned manufacturing layout. We base the substitutes as low, since the
investments in a UPS have a lot of benefits that can bring a competitive advantage if the company take
advantage of these, which we believe they have. Seeing that Karle is not vertically integrated, they have a
big interdependence to their suppliers. The suppliers have a great impact of the company’s end-products
quality, lead-time and costs, which make the threat of suppliers big. The power however is dependent on
how important and the reliance is to the customers, in this case Karle, to its suppliers. The buyers, in this
industry have a major power, but on the other hand, we can see that customers and buyers have
interdependence. The buyers have increased power, since they can demand specific inputs for the
production which Karle has to fulfil. The interdependence is because the buyers need to know that their
quality and delivery time will be reached, or they will move their production order to another manufacturer.
On the other hand, we believe that substitutes are less in the range of quality products, which will
therefore also give Karle power in the interdependence to its buyer.

To conclude, we believe that in this specific case Karle do have a major competitive advantage due to

their investments and adaptations of the UPS. This will make them a powerful global competitor in their
industry.
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4.4 Cotton Blossom Private Limited

Cotton Blossom Private Limited is a ten year old family-owned company. Their main product range is
children’s wear and mainly knitted tops but also bottoms. With 5 300 employees working in their eight
facilities, each owned by different family members, they have a production capacity of 15 million pieces
per annum. All of their products are exported to Europe, such as France and Germany. C&A and
Mothercare are Cotton Blossoms only customers and their minimum order placement are 5 000-6 000
pieces per style. 1

At present Cotton Blossom is vertical integrated from spinning to garmenting. Their vision is to become a
total vertical integrated company, with expanding their value chain to grow conventional and organic
cotton on their own. To focus on social corporate responsibility is an important aspect of the company’s
mission. Sustainability is another key word which signifies their overall business strategy. According to
John Milton, managing director of Cotton Blossom, the factors of organic, sustainability, HRM and Social
Corporate Responsibility (further referred to as SCR) are the company’s strength.**

4.4.1 Result presentation

Milton explains that Cotton Blossom made an investment in a UPS one year ago in one of their facilities
consisting of two lines with 30 workstations each. In its other facilities they are producing according to the
bundle system, whereas some of the assembly lines are coordinated with a ProCon MIS. A reason to
invest in a UPS, Milton states is due to the raised labour costs and the competition with other low-cost
countries. Another reason, he says, is for the operator to be more focused on quality and the process at
the floor, rather than the bundling of the garment parts. Further, with this kind of handling system you have
a better overall control of the productivity, which give the opportunity to manage the daily output. Milton
states that their customers are not requesting UPS; their main demand is quality and lead-time. Since
Cotton Blossoms establishment, they have had a developing customer relationship with their two
customers. He means that focus put on productivity will improve these two demanding factors, which can
be achieved by investing in a handling system. If the company will expand, he says, and build a new
facility they will probably invest in a UPS, but since the existing facilities have limited area the
manufacturing layout is the issue. Therefore, a ProCon is a more appropriate investment for the company
today. He further elaborates, that to make an investment in a UPS is more suitable for mid-size or bigger
companies and that the product produced is not a significant factor. Moreover, he states that the
implementation of UPS was in the beginning difficult for the employees due to the requirement to change
their mind-set. Today, the employees are proud and working efficiently as the learning curve has risen.
They are demanding their customers to block capacity, so that they can balance their production and
contract its employees throughout the year.

Cotton Blossoms business strategy is to become totally vertical integrated. Today they are handling every
process of spinning, knitting, dyeing and garmenting, which is placed locally. They are working with more
than 50 suppliers of cotton and trims, which are sourced by certificates and rankings based on other
sources. However, they have a vision of expanding their business and set up a wholly-owned cotton farm.
Transparency is another focus of subject, where Milton means that production system information is for
the buyer important and that the end-consumer market is demanding this as well. Cotton Blossom has for
that reason implemented a string, which is a bar-code showing where and how the product was produced
from fibre to delivery.

A competitive advantage, Milton says is their transparency towards their customers in the company and
the production. He also believes that through their vision they will gain an advantage by taking use of
cotton, as it being the competitive advantage of their nation.

4.4.2 Own renderings

In view of the value chain, we can state that Cotton Blossom have made major investments in the support
activities. Since their mission mainly includes actions associated to SCR, we can see that investments in
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HRM have been done to support the primary activities. At present, and in a future outlook we make the
understanding that big investments has and will be made in technology development, such as UPS and
ProCon. As their vision is to become totally vertical integrated they have chosen to coordinate the support-
and primary activities by focusing on specific functions more than others. This means that if they are able
to do this correctly it will give them a competitive advantage.

Milton declares that the company’s customers are not demanding investments in new technology, rather
requesting factors of quality and lead-times. We believe that Cotton Blossom want to become more
focused on the primary activities of marketing and sales, and thereby accomplish a “backwards-
marketing”. Thus, offering SCR and HRM responsibility towards his customers, even if a demand for this
is hon-existent.

The barriers of entry are average dependent on the new entrant. Cotton Blossom has a gained major
advantage, because of the family co-operation, which gives them the possibility to place orders between
the facilities and achieve economies of scale. The barriers of entry become higher as a result of the family
interaction. On the other hand, the barriers of entry are low when it comes to the implementation of UPS
since the investment was made one year ago in a quite small facility. Therefore, companies with capital
can achieve or even choose to raise Cotton Blossoms technology level. The substitutes are many as they
do not have a superior product towards its rivals. Neither is their technological equipment or
manufacturing layout advanced, compared to its competitors. Conversely, they do have a well functioning
relationship to their costumers, which decreases the chance for the customers to choose another
manufacturer even if the substitutes are high. When it comes to the threat of suppliers, Cotton Blossom
has a big supplier base. Thus, they can spread the risks of being dependent on one and decrease the
power of supplier. They may make this low power fully eliminated if they succeed with their plans to be
totally vertical integrated and in this way also increase control of their lead-times. When it comes to the
power of buyers we can state that the buyers have the overhand, thus Cotton Blossom only has two
customers, and this makes them vulnerable. On the other hand, the company can increase its power if the
customers will request SCR and human resource responsibility that Cotton Blossom can effort.

Cotton Blossom may achieve a competitive advantage if they choose to market its organic- and SCR
work. This advantage can be a determining factor when buyers are sourcing their suppliers.
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This part of the study will include an analysis of the gathered empirical data. We will complement our

analysis by applying it to our theory to support our conclusions. In contrast to the meso-analysis done in
the empirical data the analysis will be carried out in a macro-perspective.

"Designing a customer-pleasing product is an art. Building the product is science. Moving the product
from design to the customer is management. World-class manufactures excel at the speedy and flexible
integration of these processes.” (Chase et.al, 2007, p.235)

5.1 The value chain

When analysing the companies value chain we will, as earlier mentioned, focus on the operations of the
primary activities. Further on, we will investigate how they have chosen to combine the operation of
assembly with the support activities to gain a competitive advantage. (Porter, 1998, p.41)

Our empirical gathering has lead to a pattern answering why textile manufacturing factories choose to
invest in new technology. BRFL did its investment based on the factors of gained productivity and quality,
less material handling time and to simplify the operators work. Karle implemented a UPS due to better
WIP, the increased organisation of work and better visual management. Cotton Blossom experienced that
the investment have given the operator more focus on quality and the manufacturing layout and overall
optimized management of daily production capacity. From these answers, we can render that the primary
reason for an investment in a UPS is to gain productivity and efficiency. (Glock & Kunz, 2005, p. 339)

Chase et.al means that a production facility should select a limited set of focus objectives, which go well-in
hand with the corporate strategy. It should not except to excel in all manufacturing performances. (Chase
et.al, 2007, p. 465) From the interviews done we can state that dependent on chosen business strategy,
customers, product and other market demands the productivity gain is expressed in different ways. Silver
Sparks do not agree that the only reason to achieve productivity is by investing in a UPS. Thus, they
believe that they can attain their lead-time with their present equipment since the UPS will not pay itself
compared to the low-waged employees. The latter is agreed by the companies who have made the
investment as well. Chase et.al (2007 p.228) mentions that a decision variable for new equipment has the
initial investment or referred to as ROI to be considered. However, the companies interviewed mention
that compared to the low-wages the initial investment will bring a longer payback period and that it must
be seen in a long-term outlook.

One motive for that Cotton Blossom has not implemented UPS in its facilities is because of the limited
area in their existing facilities. Chase et.al (2007 p. 228) has in his model of major decision variables in
equipment selection mentioned the space requirement to be an important aspect. BRFL and Karle are
factories with large floor areas. Through our own observations, we have noticed that a UPS requires
space to plan the optimal layout, as seen in the two factories. This factor has also been expressed by
other managers interviewed. A UPS handling system has the ability to produce multiple styles
simultaneously and control their routes. (Glock & Kunz, 2005, p.341) When we asked the managers of
whether the product is decisive regarding the choice of implementing a UPS, the opinions differs. Gokal
Chittaranjan, chief executive of Karle, states that products with small component parts can imply
difficulties and may require preceding operations with manual handling systems. On the other hand, John
Milton, managing director of Cotton Blossom, says that UPS is not dependent on the product. As we have
visited both of the factories and seen the preparations executed for a UPS, our opinion is that we can
understand that smaller parts may be complicated when placed in the hanging carrier. Therefore, we
found it odd that Milton do not see this as a problem since they produce children’s wear.

Further, we have noticed that the companies have answered that their customers are requesting quality
and lead-time. According to Chase et.al (2007 p.13) the objectives of quality, flexibility, speed and cost of
production is what the customer demand. Based on what the company believe their customer demand,
the search for new technology and equipment and the choice of investment should be based on the
customer required variables. The variables should also go-well in hand with the specific company’s

31



business strategy, vision, mission as well as what they have chosen to produce. (Chase et.al, 2007, p.
228)

Chittaranjan states that quality is today an accepted norm from the customers. He also explains that India
can not compete with other low-wage countries were salaries are less then in India; we believe that they
have chosen a strategy of producing quality products to become competitive in a global perspective.
(Barney, 2005, p.98) Therefore, an investment in a UPS has increased the quality and because of this
they are able to higher their manufacturing costs. (Glock & Kunz, 2005, p.340) BRFL on the other hand,
has chosen the opposite business strategy to compete with high quantity and low price, achieved by
economies of scale. (Barney, 2005, p.230-233) Of this fact we can make the renderings that UPS can be
adaptable by the advantages the companies choose to apply, as Karle and BRFL have made the decision
to have the opposite business strategies and both achieved this by investing in a UPS. Silver Sparks
sense that market demands can be responded to without the use of a UPS. With a combination of
switchtrack and bundle handling systems, Vishal Bist general manager of Silver Sparks, says that it is
sufficient enough to attain their lead-times. This however, must be analyzed within the factories and
consider factors such as the amount of employees compared to a factory with UPS. (Chase et.al, 2007, p.
228) When we visited their manufacturing facility we get the understanding of this argument, since the
manufacturing layout is planned in such a way to fully optimize their production management. Comparing
Karle to Silver Sparks which both have the same amount of employees, the production capacity differs
whereas Silver Sparks is less then the halves of Karles. We believe that this can be based on the fact that
Karle have invested in a UPS and can, compared to Silver Sparks, supply a more diversified product. We
believe that an investment in a UPS would increase Silver Sparks productivity and thereby also their order
quantities. (Glock & Kunz, 2005, p.339) This discussion includes how companies have chosen to deal with
its technology developments to increase its operations in the value chain.

Another support activity that have been discussed through our interviews is the importance of HRM and
SCR. Cotton Blossom have implemented this in its whole value chain, while the other companies mention
this as a customer demand. Customers of Karle and Silver Sparks are both demanding certificates before
contract is written, due to as we understand is for the customer to have a transparency of the company
and its production.(Hedén & McAndrew, 2005, p.106) By investing in a UPS, we can make the
understanding that transparency is increased via the terminals and the overall overview. According to
Glock & Kunz (2005, p.339), the manufacturing facility, operator and customer can via the terminal
monitor real time data of the process. As well as the operator on its own can control his achievement and
make him feel as an important part in the team. As Silver Sparks emphasizes that certificates is a
customer demand, we found it odd that they do not attain a real-time monitoring MIS. If the company is
satisfied with their current handling systems and do not want to implement a UPS, we make the
suggestion to invest in a ProCon. K.M. Malarvannan, director of Crystal Consultancy Services, declares
that by using a ProCon MIS companies can get a better control and increase their quality management.
An achievement of the systems advantages can further lead to a competitive advantage in the industry.
Our discussion make the analysis again return to a discussion of quality management, as included in a
firm’s infrastructure. (Chase et.al, 2007, p.339)

Many of the companies have chosen a strategy of being vertical integrated and by this combining the
primary activities in house. (Barney, 2005, p.194) In this way they can control the value chain and effort
more value to the market and their costumers, minimize the lead-times and have a better quality control of
the whole chain. (Chase et.al, 2007, p. 821-826) Therefore, have the companies chosen to apply
technology development through the other primary activities beside of the operations. Our opinion on this
is that this can not be done until the company has a well worked operation function, so they do not lose
focus when they apply further activities. (Chase et.al, 2007, p.112-113) We cannot analyze if a strategy of
being vertical integrated will affect an investment in a UPS. We can only state that both are costly and
time consuming, it all depends on the companies chosen strategy and how they will meet market
demands.

5.2 Five Forces

The companies will be compared to each other to state how and what factors that do affect if a company
will gain a competitive advantage in a global perspective. We will also analyze if a competitive advantage
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achieve a company to better respond to market demands by investing in new technology. (Porter, 1985,
p.35)

In our study the industry contain the four analyzed manufacturing companies, which all produce garments
in India. In this circle the gain of competitive advantage are won or lost, depending on the compared
factors in this analyze. (Porter, 1985, p.34)

When it comes to new entrants the barriers of entry are costly. (Barney, 2005, p.79) The companies we
visited are well established and have reached a buffer, thus they can make an investment out of a long-
term perspective. New entrants may not have developed its relationship to their customers; an investment
is therefore associated with lot of risks, such as the continuous order placement. All of the companies
have been on the market for more than ten years and are relatively large. In other words, we believe that
the infrastructure, management and knowledge within the company are high and well organized. We
make this understanding due to the current recession in the world market and for that reason we believe
that it is difficult for a textile factory to remain its position in the industry. Hence, to be competitive the
companies need to have carefully planned business strategies and this should permeate their vision and
mission. (Barney, 2005, p.230) If a company are vertical integrated, the barriers of new entrants are even
higher. (Porter, 1985, p.36) From our point of view, the companies who have chosen a strategy of vertical
integration believe that its manufacturing operations are well organized and working well. Thus, believe
that they are able to compete with its other primary activities by entering new markets. (Porter, 1985, p.
41) This, if they succeed, will give them a stronger competitive advantage in a global perspective and the
barriers of entry higher. The companies that have chosen to supply a standardized product have achieved
economies of scale, which takes a lot of time to reach. (Kotler et.al, 2008, ch.8) Even though Karle
supplies a diversified product, they can compete with the companies since the UPS have increased their
flexibility and setup-time. Consequently it will take time and capital to, for a new entrant, to compete with
this productivity.

All of the four companies have outstanding features, compared to each other, that make the barriers more
or less costly to compete with as a new entrant. Barney (2005) explains that there are several of different
business strategies a firm can apply and dependent on their rivals in the operating industry it can create a
competitive advantage. (Barney, 2005, p.230) For example, BRFL have achieved their business strategy
of producing high quantities to low prices by investing in a UPS to accomplish economies of scale or in the
words of Porter (1985, p.54) a strategy of cost-leadership. Silver Sparks have focused on technology
development in outbound logistics and can provide the customer with less lead-time and control of the
whole production, because of their business strategy of being vertical integrated. Karle have had the
investment of UPS for more than ten years, as they still have it, they have through this reached a high
level on the experience- and learning curve. (Chase et.al, 2007, p.464-468) Also, as they have a business
strategy of only focusing on operations have made them excellent in their working field. (Chase et.al,
2007, p.112-113) Cotton Blossom has the competitive advantage that its facilities in all the areas of the
primary activities are run by a family member. This advantage is taken by the coordination between the
facilities and the company values permeate through every facility. To summarize, the barriers of entry
differs dependent on these exceptional factors that symbolizes each company’s.

The discussion about substitutes found in the industry it is, for us, difficult to analyze since we have from
the beginning decided to focus on the UPS. We can now state that a UPS is so much more than just a
handling system, rather a working method including several equipments in one. It is therefore complex to
compare this to switchtrack and bundle, due to that these handling systems are more about the movement
of the garment through the production process. Neither has our main concentration been on what kind of
products the companies are producing. That an investment in a UPS is not dependent on what kind of
products you produce has also been said by the interviewed managers. The reason we have chosen to
discuss this in the empirical data is because we wanted to investigate how this may bring a competitive
advantage between the companies. The following dialogues of the threat of substitutes are for that reason
to some degree narrowed.

Threat of substitutes to a UPS is limited, out of our own observations made in the four factories. We have

made the rendering that the UPS is the ultimate handling system, compared to the other systems we have
seen. Since it includes all systems needed in one equipment, providing all necessary MIS required for
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every human involved. (Glock & Kunz, 2005, p. 340) Glock & Kunz (2005) also states that firms may
choose to implement one or a combination of systems in their manufacturing facilities. (Glock & Kunz,
2005, p. 337) We have also made this observation during our visits, for example, by using a bundle
handling system or switchtrack as a base joined together with ProCon. We have made the understanding
that if the company’s facility area is limited; the best possible handling system for the facility is to adjoin a
ProCon MIS to its current handling systems to monitor an overall quality management. We believe that a
combination of the apparel systems can be seen as a substitute for UPS. A company that considers
investing in new technology; have to be aware of the work associated with layout planning. (Chase et.al,
2007, p.228) We believe that if a company succeed to organize an optimal manufacturing layout, the
threat of substitutes will be less.

In our earlier analysis by each company, we have discussed the topic of whether standardized or
diversified products have more or less substitutes. For a company that produces standardized products,
you can make the general statement that more substitute companies can be found in the market. (Kotler
et.al, 2008, ch.8) However, we believe that substitutes are in every market at all times available. To
change supplier are, in most cases, costly, time consuming and associated with risks. (Van Weele, 2005,
ch.3) When it comes to the threat of suppliers we find that the power is given to the suppliers, even to the
companies that are vertically integrated. As we see it, the meaning of becoming vertical integrated is to
delimit the risks and minimize the interdependence. Therefore, we found it odd that the companies have
many suppliers. The reason for this we believe is due to that they are in an early stage of the integration
and are playing safe to not lose too much if something goes wrong. Consequently they do not want to end
the relation to its suppliers before they are convinced that they can handle the whole chain by themselves.
This discussion can mostly be applied to Cotton Blossom, given that they have the biggest supplier base
even if they seem to be the company being most vertical integrated. BRFL have few suppliers and as
earlier mentioned the power of the suppliers is low since the impact of these is not crucial for the
company’s survival. As Karle do not have a strategy of being vertical integrated the power of suppliers to
this company are big. Similar to Silver Sparks it is their customers deciding which supplier to use; this
raises the power of suppliers since the company have developed an interdependence relationship to
them. (Van Weele, 2005, ch.3) In view of the market, vertical integration is a service the company gives to
the customers, but in the end it affects their customer demands in factors such as lead-time, quality and
costs. (Chase et.al, 2005, p. 13) We believe that Cotton Blossom is a company trying to limit the power of
suppliers through their vision of building their own farm. In this way they can minimize the amount of
suppliers and be self reliable and gain a competitive advantage.

An interesting analysis we have found when comparing Cotton Blossom to the other companies, is that
even if they are the most vertical integrated company they still have the longest lead-time. From the
interview with John Milton, managing director of Cotton Blossom, we make the understanding that the
reason of this is because focus is put on employees and to provide more labour opportunities for the
people. We render this as their goal is not to be the most profitable company in the industry; it is rather
about keeping the company stabile.

To end the analysis of the threat of suppliers we can state that the power is in most cases higher than it
has to be to the companies being vertical integrated. All of the companies are to some degree focusing on
technology development in the primary activities, we make the understanding that this is due to that they
want to become less dependent on their present suppliers. However, their short-term strategy is to play
safe until they can handle the processes by themselves, and when this is done we believe that they will
gain a competitive advantage in a global perspective.

Power of the buyers is high. In view of the fact that this industry, seen in an intermediary perspective,
gives the power to the buyer, when it is in the end their decision to choose supplier from their
requirements. As earlier mentioned, that it is always possible to find a substitute product this also implies
to the suppliers. The difficult is the time and costs involved in this process to build a relationship towards
your suppliers so that you can easier communicate and precise your demand. (Hedén & McAndrew, 2005,
p.105-106) We believe that it is the companies competitive advantages that will make the final decision for
a buyer to choose manufacturing company. By building competitive advantages the manufacturing
companies can decrease the buyers’ power. (Barney, 2005, p.95-97) From the companies believes in
what the customer demand, they have applied different methods for satisfying this. Their equipment and
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manufacturing layout is one of the methods they have used to achieve this. Throughout the company
interviews we can make the conclusion that they have made the understanding that the buyer is most
importantly requesting quality and lead-time. In the matter of quality, we have made the understanding
that quality is one of India’s advantages since they can not compete with other low-waged countries in
prices. Our understanding is that buyers choose to place their orders in India, when the product quality is
an important feature. The lead-time company competitiveness is dependent on how the company controls
and maintain its production. (Chase et. al, 2007, p.538)

The companies, in general, also mention that their nation’s competitive advantage is that all input needed
for the production processes can be found within the country. This enables the companies in India to have
a possible strategy of vertical integration. Further on, the lead-times can be more controlled and
minimized, which also can give India and the companies taking advantage of this, to gain a competitive
advantage. (Chase et.al, 2007, p. 470)

Since the buyers power is high and they have the overhand in market demands the company have to find
a solution to accomplish this. Our opinion is that the companies’ way of applying this is to enhance the
production processes by increasing the productivity and efficiency. A way of doing this, from our point of
view, can be to invest in new technology and take benefit of the nation’s advantages.

There are a lot of different ways for a company to gain a competitive advantage. In comparison of the
companies, we have reached the understanding that this may grow out of the way it chooses to route its
operations. Another way can be to combine the primary activities, so that the company can effort better
guality management and minimize either its costs or lead-times. Competitive rivalry in the industry is
based on being aware of what the customer actually demands and to position the company superior to the
others. (Barney, 2005, p. 78)
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6. Conclusion

The conclusion will describe the study outcome and answer our question frame.

6.1 Main-question

What are the main driving forces for an Indian textile garment manufacturing company to invest in new
technology?

The reason for a textile manufacturing company to invest in new technology, we believe, is to respond to
the market demands. Companies operating in the textile industry need to find their own solution, so that
they can in their best way optimize their manufacturing processes to satisfy their customers. By
interviewing the managers we have found that the main requests from the market/customers are quality
and lead-time. It is further the company responsibility to decide how this will be reached, for example, by
productivity and efficiency.

Investments in apparel handling systems are chosen by the factory out of factors which will apply to its
efficiency in the best way. The evaluation of capital investments are often compared to the low-wage
employees in India. Due to this, an investment in a UPS must been seen in a long-term perspective. We
have, out of the interviews done, made the understanding that a UPS investment requires that the
company are financially strong and has a large manufacturing area. A UPS necessitate that the facilities
has free area to be able to build an optimal working process, however, one of the benefits of the handling
system is that it is adaptable to the facilities chosen production way. Also, that it will give a better working
area, since the transport of the garment is lead via the carriers hung from the conveyer.

Even if the opinions of whether the product is of importance when you make an investment in a UPS is
separated, can we by our own observations make the conclusion that it in some way matter in the pre-
preparation stages. For example, as collar and lapel consists of small parts it is difficult to place them in a
hanging carrier and therefore, assembly pre-preparation by a bundle handling system is needed. If the
company produces standardized or diversified products, has no relevance with a UPS because the
flexibility of the equipment to change styles is done easily and quickly.

Another conclusion we can make regarding the UPS, is that Indian companies choose to invest in this
equipment to be able to reach a high degree of quality. Since, the wages are higher than in other low-
wage countries a strategy of high-quality and higher price is a necessity. This enables the investment to
be a helping tool to reach the ROI compared to other low-wage countries. Another competitive advantage
is gained, as the productivity increases they can compete with mass-productive countries. The competitive
advantage is gained as the quality is higher and a more superior product is supplied.

We have also distinguished a company trend focus on HRM and SCR. This is not a part of our study, but
has during our interviews being expressed, in several sessions, as a customer demand for transparency.
From this, we have made the conclusion that an investment in a UPS is helpful as it can via its terminals
increase the overall outlook, by which the company can satisfy its customers and the market demand.
Another trend, discussed in our interviews, is the business strategy of vertical integration. This has risen
as a respond to the customer demands of quality, lead-time and costs and is for the company a way to
assure that this will be fulfilled. We believe that there is no existing correlation between an investment in a
UPS and the choice of vertical integration, just another way to gain competitive advantage in a global
perspective.

To answer our main research question, we state that the forces influencing new technology investments
are the demands requested by the market. In other words, when textile buyers place their orders in the
textile manufacturing facilities the supplier choice it is based on quality and delivery time. As a result of the
short product life cycles in today’s surroundings, it is putting a must on the producer to be productive and
shorten its lead-time. From this, which will follow our sub-question is that a UPS can be helpful to respond
to these demands.
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6.2 Sub-question

Will an investment in a Unit Production System make the factories in South India more successful
competitors in a global perspective?

To make a conclusion of the companies we have visited in our study, we can state that each one of them
has found their own way to respond to the market demands. Even if, they may or may not have a UPS
they have still gained competitive advantages which is noticeable in a global perspective. Most of the
companies have taken advantage of their nations competitive advantages and built a strategy of vertical
integration and/or that they are skilled in their operations.

A company that can not afford a UPS, according to us, may choose another less expensive handling
system combined with a ProCon MIS to expand its production control and improve quality. However, the
disadvantage of this combination compared to UPS is that it is not as competitive in productivity, even if
the amount of employees is equivalent.

When we have preceded the studies of the handling systems in the factories we can make the
determination that UPS is more than just a handling system due to its terminal. It has therefore, been
difficult to compare the companies that have implemented a UPS and the ones that have another handling
system without a ProCon MIS. We have however; still been able to distinguish that by investing in a UPS
will bring high-quality and productivity, and gain a competitive advantage by doing so in the global market.
To enable the respond to the market demands UPS is a necessity. Although, it has to be pointed out that
an investment must be maintained and continuous research and development must be done.

The question to whether an investment can make a company more competitive in a global perspective,

the indirect answer is yes. Based on the fact that they can more easily respond to the market demands
and therefore can out conquer its rivals.
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7. Final discussion

Under the chapter of final discussion, we will give the reader a discussion of the reliability and criticism of
the sources used in our study. Questions that have aroused during our research will be presented for
further studies within our chosen research field.

7.1 Reliability of the study

As the empirical data, in our study, has been gathered through interviews with managers in each company
we consider the information to be trustworthy. We believe that the managers have had the appropriate
knowledge to be able to answer our questions since it lies in their interest to market their company. The
validity of the empirical data gathering has also increased as identical questions have been asked,
dependent on their investments. Throughout the interview sessions we have had the opportunity to carry a
discussion with the respondent, which have increased the reliability. However, to carry an interview with
the manager may have the disadvantage of that he speaks in interest of the company, which may mislead
the truth. We have, therefore, chosen not to include the answers we believed was not realistic. Based on
these factors we also chose to exclude the fifth company in our study.

As we only visited relatively large companies, our field study has only enabled a small insight in the Indian
textile industry. Considering our question frame, as the companies are equal in size it has eased our
comparison and analysis, in addition to increased the reliability of our conclusion. Secondary data used in
the empirical gathering includes the companies’ websites and/or annual reports, which we see as truthful
even if it might be twisted to market the company.

In the theory, as well as in the introduction we have made use of mostly course literature due to the
difficulty of finding previous studies or literature in our chosen field of study. To increase our reliability, we
did however argue with our teachers to find multiple sources of, for example, the apparel handling
systems. Thus, their recommendation was to use one reliable source as other sources are unable to find
within this subject.

The use of models, described in the theory, by Michael E.Porter was chosen due to that he is a well-
known researcher within this area. Porter has written several books of competitive advantage, which we
have discussed in previous courses. During our field study, it was difficult to find a bookshop or even get a
permission to enter a library which made it tricky for us to find useful books. Nevertheless, the books we
did find we consider to be reliable, seeing that both of them are used as course literature in America and
is written by the professor in the subject.

To have used Eton Systems Ltd. as a source might give the reader an impression of that our study is
made in a subjective view. A delimitation we choose was to focus on a UPS, which according to our
previous lectures, were originate by Eton Systems Ltd. We have therefore, used Eton documents as a
source which we found to be informational and reliable. Facts collected from the company have been
added in the theory, which have further been analyzed.

In an overall outlook, we believe our study is reliable as we have had the opportunity to do our research in
field where we had the possibility to contact all persons needed to answer our question frame.

7.2 Suggestions for further research

During our study several of interesting research questions has aroused, which we have not had the
possibility to further discuss due to our limitations or of relevance for our question frame. We would,
however, like to suggest these for the reader or for the following textile managers project writing.

India is a country being heavily dependent on government regulations, as for example incentives given to
textile factories or other trading regulations. In Porter’s five forces, Porter discusses the importance of the
government regarding the threat of new entrants. We found this area to be an interesting issue to study,
but for our research to large and complex.
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As a preceding research from ours, it may be interesting to study our interviewed companies’ customers.
To make an analysis of comparing what the manufacturing facilities believes their customers demand,

according to what the buyers really request. As in based on which factors they choose their
manufacturers.
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Appendix 1

Glossary

Actor: Refers to a person and/or company that add value to the production during the production process.
This person and/or company can be included in the manufacturing company or outsourced. (Authors
definition)

Apparel manufacturing company: A manufacturing firm specialized in the production of textile
garments. (Authors definition)

Asset: Capital placement owned by the firm, such as a factory, equipment or stockholding. (Authors
definition)

Assembly line: A process structure designed to make separate parts. Parts are moved through a set of
specially designed workstations at a controlled rate. (Chase et.al, 2007, p. 235)

Batch number: An identical number given to all the components of a garment. To secure that during the
production, correct garment pieces will be assembled. (Authors definition)

Bottleneck: A resource that limits the capacity to maximum output of the process. (Chase et.al, 2007, p.
183)

Bundle-ticket: Is a bar-coded ticket placed on the bundles to simplify production tracking and employee
efficiency and payroll. Every ticket is unique. Before you send bundles to the assembly floor, you tell
Bundle-Track what is in each bundle - what product, how many units, what size and color. Each time a
worker completes an assembly task, they remove the corresponding ticket from the bundle's sheet.
Workers turn in their tickets with their time sheets. (http://www.bundle-track.com/)

Certificate: Regulations and agreements between two trading parties and can include documents of, for
example, quality management and assurance, deadlines and human- and social rights. (Authors
definition)

Competitor: A company which is a rival against another. In business a company in the same industry
which offers a similar product or service. (http://www.financialdictonary.com)

Competitive advantage: Refers to whatever it is that enables a firm to beat its competitors in the market
place. (Dickerson, 1991, p. 121)

Contract manufacturer: An organization capable of manufacturing and/or purchasing all the components
needed to produce a finished product. (Chase et.al, 2007, p. 131)

Continuous flow: An often automated process structure that converts raw materials into finished product
in one continuous process. (Chase et.al, 2007, p.235)

Core competency: The one thing that a firm can do better than its competitors. The goal is to have a core
competency that yields along-term competitive advantage to the company. (Chase et.al, 2007, p. 131)

Cost of goods sold: The annual cost for a company to produce the goods or services provided to
customers. (Chase et.al, 2007, p. 455)

Defect: Is simply any component that does not fall within the customer’s specification limits. (Chase et.al,
2007, p. 346)
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Differentiated product: A product produced by a firm, which attempt to gain a competitive advantage by
increasing the perceived value of the product related to the value of its rivals or rivals substitutes. (Barney,
2005, p.230)

Diversified products: A product range which consist of several of different garments. For example, a
manufacturing company which produces tops, trousers, jackets etc. depending on the order placed.
(Authors definition)

Downtime: When equipment is not running. In other words, the equipment is not producing at the
downtime, for example, due to machine break-down. (Authors definition)

Economies of scale: Occur when advantages of larger order placements of standardized products is
achieved, which reflects on lower production costs. (Authors definition)

Efficiency: Means doing something at the lowest possible costs. (Chase et.al, 2007, p. 6)

Effectiveness: Doing the right things create the most value for the company. (Chase et.al, 2007, p.
20)

Experience curve: As plants produce more, they gain experience in the best production methods. This
reduces their costs of production in a predictable manner. Every time a plant’s cumulative producing
doubles, its production costs declines by a specific percentage depending on the nature of the business.
(Chase et.al, 2007, p.464)

Factory: This refers to a textile company that produces garment. (Authors definition)

Global; Means an understanding that comprise the whole world. The meaning can signify that it comprise
the entirety of an indicated context. (http://www.ne.se)

Handling system/ Production system; an apparel production system is a net ration of material handling,
production process, personal and equipment that direct workflow and generate finished products. (Glock &
Kunz, 2005, p 337)

Handling time: The time needed for handling the product during the operation, for example bringing the
product to the workstation. (Eton, 2001, p.1-3)

Bundle time: Obtain a bundle of garment parts to the workstation, untie the bundle, layout work, claim
bundle ticket, retie bundle and put aside the bundle. (Eton, 2001, p.8)

Investment; Emplacement of capital. (http://www.ne.se) In our study, investment refers to the purchase of
new technological equipment of manufacturing operation systems. (Authors definition)

Just-in-time (JIT): Inventory management refers to inventory control systems that control the inflow and
outflow of parts, components and finished goods so that the inventory is kept on hand. (Dickerson, 1991,
p.233)

Lead-time: For manufacturing refers to the time required between the execution of production and the
delivery of the finished merchandise. (Dickerson, 1991, p. 313)

Learning curve: Is a line displaying the relationship between unit production time and the cumulative
number of units produced. In manufacturing it can be used to estimate the time for product design,
production and costs. (Chase et.al, 2007, p.141) As the operator is performing the same operation several
times, its learning curve increases as the time to execute the operation decreases. (Authors definition)

Linkage: A link is defined as an activity in the value chain. Linkage refers to the synchronization between
the activities in the value chain. (Authors definition)
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Line balancing: To keep a smooth production flow by reducing bottlenecks. (Eton, 2001, p.2) For
example, to schedule the employees working skills according to the time required to accomplish a task. A
balancing of the operators skills increases production efficiency. (Authors definition)

Mill: A factory that produces raw material or other inputs for a product production. Refers to the
conversion of the fibres into finished fabrics; this includes spinning and texturing yarns, knitting, weaving,
tufting, dyeing, printing and other finishing. (Authors definition)

Mission: A firm’s fundamental purpose. (Barney, 2005, p. 159)

Made-to-measure: Manufacturing process/method of producing a garment on order from a specific end-
customers measure. (Authors definition)

Management information system (MIS): Is an internal data system, which monitors production and
garment assembly information wanted by the management. This system may work as communication
coordination between all the parties involved in the production process such as the suppliers, buyers and
manufacturers. (Authors definition)

Manufacturer: A producer of textile garments. (Authors definition)
Manufacturing facility: A building, where the production is carried out. (Authors definition)

Manufacturing layout: How floor area is planned by a company, as regarding its handling system and
other equipments used in the production process. (Authors definition)

Operation: Operation is used to describe the work process for a certain job. (Eton, 2001, p.2) In our
study, more specifically it refers to the manufacturing processes, as in Porters primary activity of
operations in the value chain. (Authors definition)

Operation management: Design, operation and improvement of the systems that create and deliver the
firm’s primary products and services. (Chase et.al, 2007, p. 20)

Outsourcing: Moving some of a firm’s internal activities and decision responsibility to outside providers.
(Chase et.al, 2007, p. 455)

Payback period: The time of capital investment until the amount is returned (ROI).

Process: Any set of activities performed by an organization that takes inputs and transforms them into
outputs, ideally of greater value to the organization than the original input. (Chase et.al, 2007, p. 183)

Production: The process in which the product is made. (Authors definition)

Productivity: Refers to the output produced per unit of unit. This frequently refers to labour productivity,
measured by output per hour worked. (Dickerson, 1991, p. 233)

Pull-system: A pull system is where processes are based on customer demand. The concept is that each
process is manufacturing each component in line with another department to build a final part to the exact
expectation of delivery from the customer. (Chase et.al, 2007, p.184)

Purchaser: Is in our study used as another word for buyer. (Authors definition)

Quick Respons (QR): Is an industry initiative that at first focused on shortening product lifecycle time
based on extensive use of electronic data transmission from the retailer to various segments of
manufactures. The concept evolved into a transformation of the way in which apparel is made and
distributed and is based largely on closer working relationships between suppliers and retailers.
(Dickerson, 1991, p. 233) In short, to respond quickly to customer demands. (Eton, 2001, p.3)
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Real time: Is actual time. (Authors definition)

Retailer: A company that sells garments via channels of, for example, shop or website to the end-
customer. (Authors definition)

Return on net asset (RONA): A measure of a company's financial performance, equal to net income
divided by the sum of fixed assets and net working capital. The higher the return, the better the
performance. (http://www.financialdictionary.com)

Return on investment (ROI): Return on investment includes all the income you earn on the investment
as well as any profit that results from selling the investment. It can be negative as well as positive if the
sale price plus any income is lower than the purchase price. Total capital investment/Total cost
savings/year= x years. (Eton, 2001, p.3)

Serial production: Production of a serial of garments, less than mass-production and more than made-
to- measure production. (Authors definition)

Setup time: The time required to prepare a machine to make a particular item. (Chase et.al, 2007, p. 183)

Standardized product: A product range which consist of one specific garment. For example, a
manufacturing company which produces only suits etc. (Authors definition)

Style number: A number given to one garment to enable the communication of different garment styles.
By looking at this number the manufacturer or buyer can, for example, determine the season, size, type of
garment and colour. (Authors definition)

Sourcing: The process a company uses when they are searching for appropriate suppliers/manufacturers
to outsource its activities to. (Van Weele, 2005, p.15)

Supply chain management: Manages the flow of information, materials and services from raw material
suppliers through factories and warehouses to end-customer. (Chase et.al, 2007, p.18)

Terminal: Each workstation has a terminal that provides relevant real-time information to the operator,
management and buyer via internal management ‘information system or internet. (Eton, 2001, p.3)

Technology; Is the science of technique, particular the science of industrial production methods.
(http://www.ne.se)

Textile manufacturing company: A company specialized in producing textile garments. (Authors
definition)

Throughput time: The time it takes for one product to go through its production. (Eton, 2001, p.3)

Trade: Refers to voluntary exchange of goods and services between two or more countries. (Dickerson,
1991, p.43)

Trims: Garment parts that are attached to the garment, such as thread, labels, buttons and sequences.
(Authors definition)

UPS; a unit production system (UPS) is a type of line layout that uses an overhead transport system to
move garment components from workstation to workstation for assembly.(Glock & Kunz, 2005, p. 339)

Vertical Integration: occurs when a single firm operates at more than one stage of production. This might
include any combination of stages of production, but the most comprehensive type of vertical integration
includes operations from processing the raw material for fibre to the completion and distribution of the
finished product. (Dickerson, 1991, p. 267)
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Vision: A company’s idea of how they should achieve their mission in a long-term perspective. (Authors
definition)

Work-in-process: Garment pieces waiting at the workstation for the operator to perform its task. (Authors
definition)

Workflow: How a product is run through the production process. (Authors definition)
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Appendix 2

Interview questions to textile manufacturing factories with an investment in UPS:;

e Can you please tell us about your company?
- When did it start? Is it family-owned?
- Numbers of employees?
- Produce?
- Customers?, Export countries?
- Order capacity?
- Minimum order volumes?
- Vertically integrated?
- Business strategy?

e Are you vertically integrated?
- If not how many suppliers are you working with?

e What factors do you believe your customers are requesting?

e Whatis your strategy to meet manufacture- and retail orders?
- Do you think your present apparel handling system can meet these demands?

e When did you decide to invest in a UPS-system?
- Why did you decide to invest in a UPS?
- How many systems do you have today?
- Have you noticed any difference with your clients?
- Have you noticed any disadvantages?

e Have you considered investing in another system?

e Have the UPS helped you increase your customers abroad?
- Are new customers interested in knowing what handling system you have?

e Which are your competitors in the Industry?
- What do you consider as your threats?
- What are your strengths?
- What are your weaknesses?

e Do you have a vision of expanding your company?

e Working in the Indian textile industry, how do you see yourself in a global perspective?
- How do you look at the future?

e Do you believe that investing in a UPS will make you a successful global competitor?
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Appendix 3

Interview gquestions to textile manufacturing factories without an investment in UPS

Can you please tell me about your company?

- What are you producing?

- Which countries do you export to?

- How many employees do you have?

- What is you order capacity?

- What are your minimum orders?

- What is your business strategy?

How much of your production do you export to other countries?

Are you vertically integrated?
-If not how many suppliers are you working with?

What factors do you believe your customers are requesting?
Which are your competitors?

What is your strategy to meet manufacture- and retail orders?
- Do you think you present apparel system can meet this demands?

What type of production system do you have?

Have you considered investing in another system?

Are your costumers interested in what kind of production system you have?
Do you have vision of expanding your company?

What do you believe are your strengths?

-And your weaknesses?

-Do you see any threats?

How do you see yourself in a global perspective?

How do you see yourself in the future?
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