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ABSTRACT

This research used the case study research method to apply the
taxonomy of global sourcing development by Monczka and Trent (1991) to the
evolution of sourcing practices for production and/or finished garments at two
apparel companies, both located in Winnipeg, Manitoba. Case studies
describing the evolution of sourcing practices for finished garments andj/or
production at each company were written. Pattern-matching logic analytic
strategy was then used to compare the evolution of sourcing practices at each
case with Monczka and Trent's taxonomy. The result of pattern matching was
that for each case, the evolution of the sourcing practices appeared to follow
the developmental process in Monczka and Trent and that the specific
characteristics and strategies within each phase outlined by .Monczkc and Trent
could be matched with the sourcing practices described in both case studies.
Cross-case comparative analysis as a form of replication logic was also
undertaken revealing that even though there were many dimensions in which
the two companies were different, there was remarkable consistency when the
results of patftern matching were compared. The results of patftern matching and
cross-case comparison indicate that Monczka and Trent's (1991) taxonomy is a
practical framework to apply to the sourcing practices of apparel companies.
Recommendations from both a practical and theoretical perspec’rive were
made.
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CHAPTER ONE

INTRODUCTION

Since the beginning of 1990, significant changes have occurred in the
competitive environment facing the apparel industry in Canada. Concurrent
and continuing changes in consumer demand, the retfail environment, and the
regulatory environment have driven maijor readjustments in structure and focus
of the Canadian apparel industry.

A magjor outcome of these changes is the increased competition for
apparel manufacturers in both national and infernational marketplaces.
Declining domestic consumer demand for apparel combined with shifting
consumer priorities, preferences, and interests (Statistics Canada, 1996) has
created additional competition for consumers’ apparel doliars and precipitated
structural change in the apparel retail market in Canada. The apparel retail
market has become more concentrated (“Canadian Market Watch”, 1998),
American retfailers are increasing their presence in Canada (*Veni, vidi, vici; U.S.
style”, 1996), and refailers in general are looking to private label programs to
decrease costs and increase exclusivity (Glock & Kunz, 1995).

Competition is also an outcome of a shift from protectionism fo trade
liberalization in the regulatory environment in which Canadian apparel
companies must operate. Beginning with the Free Trade Agreement (FTA)
between Canadd and the United States in 1989, followed by the North

American Free Trade Agreement (NAFTA) in 1994, and the 1995 Uruguay Round



of the General Agreement on Trade and Tariffs (GATT), protective bariers in the
form of tariffs and quotas have been or continue to be removed. Consequently,
Canadian companies found themselves operating in an open frade
environment characterized by increased competition from imports in the
domestic market as well as increased opportunity to export to international
markets.

The initial response to elements in the macro and micro environments
was a contraction of the apparel industry. Between the late 1980’s and early
1990's the appare! industry lost 700 companies and 30,000 employees (Industry
Canada, 19975. The remaining companies responded and continue to respond
to environmental forces by increasing export activity, becoming importers
themselves, becoming market driven, shiffing product focus, and implementing
new technologies. The sourcing of finished apparel product is one strategic

thrust adopted by apparel companies.
Purpose

The purpose of this research is to apply the taxonomy of global sourcing
development by Monczka and Trent (1991) fo examine the evolution of sourcing
practices for production and/or finished garments by selected apparel

companies in Manitoba.



Objectives

The objectives of the research are:

1. To describe the evolution of sourcing practices for production and/or finished
garments of selected Manitoba apparel companies;

2. To determine if the evolution of sourcing practices of selected Manitoba
companies follow the taxonomy of global sourcing development by
Monczka and Trent (1991); and

3. Dependant on a positive outcome for objective two, to determine the
companies’ position within the taxonomy of global sourciﬁg development by

Monczka and Trent (1991).
Justification

Sourcing decisions help to determine an apparel company’s competitive
edge and is one of the most important activities undertaken by an apparel
company (Anderson, Warfield, Barry, & Emery, 1997; Burns & Bryant, 1997).
Currently, Iih‘lé scholarly research exists on apparel companies regarding this
strategic activity and none has been found from a Canadian perspective. Yet,
in frade literature, sourcing strategy has been portrayed as a critical element
contributing to the survival and success of apparel companies.

Researchers who have examined sourcing of finished apparel production

advise against seeking generalizations and recommend research at the



company level, examining sourcing strategies employed by specific
companies (Appelbaum & Christerson, 1997). An exploratory investigation of a
small number of Manitolba apparel companies pertaining to sourcing practices
could reveal important information for both industry and scholars by providing

context, insight, and further research questions.

Definitions

The following are definitions for the concepts used in this study.
1. Sourcing: is a decision making process whereby “... the most cost efficient
vendor of materials and/or production at a specified quality and service level...”
(Glock & Kunz, 1995, p.251) is determined. For the purposes of this study,
sourcing will be used to refer only to the sourcing of production and/or the
sourcing of finished garments.
2. Apparel company: is a business that *...merchandises product lines,
defermines the sources of materials and production and/or finished garments,
and markets finished goods fo retailers and/or ultimate consumers...” (Kunz,
1995, p.252).
3. Finished garmeni/finished apparel: the apparel that will be available for sale

fo retailers and for consumers.



CHAPTER TWO

LITERATURE REVIEW

This chapter describes the structure of the apparel industry in Canada,
changes in competitive conditions including consumer demand, retail and
regulatory environment, and the indusiry’s response fo these changing
conditions. Secondly, the importance of product development and sourcing as
activities undertaken by apparel companies will be discussed. The scope of
sourcing will be limited to research on the location of apparel production. Then,
the taxonomy of global sourcing by Monczka and Trent (1991) will be infroduced
as the conceptual framework within which to structure the investigation of global
sourcing practices of selected apparel companies in Manitoba. Finally,
research that has applied the taxonomy of global sourcing by Monczka and

Trent will be discussed.

Structure of the Apparel Industry in Canada

The apparel industry contributes significantly to the Canadian economy
and is one of the few manufacturing industries with companies in every
province. In 1995, close to 2000 companies employed approximately 84,000
people accounting for 1.6 percent of Canada'’s total manufacturing sector
shipments and 5.7 percent of total manufacturing sector employment (Industry

Canada, 1997).



The apparel industry is characterized by small and medium-sized
enterprises (SMEs) with 80% empiloying fewer than 50 people and 90%
employing fewer than 100 people (National Sector Team- Consumer Products,
1998). Most companies are privately held and Canadian owned; only 2 percent
of companies are foreign owned (Industry Canada, 1997). There are four major
apparel manufacturing centres in Canada. In order of size, based on the
number of companies, they are Monireal, Toronto, Winnipeg and Vancouver
(Indusfry Canada, 1997). A diverse range of apparel products, classified under
the Standard Industrial Classification (SIC) code 2400, is produced by
companies in the Canadian apparel industry (Consumer Products Industries
Branch, 1997, December 9).

A compilation of a trade association memibership list (Manitolba Fashion
Institute, 2000) and a list from the Manitoba provincial government (Kelly
Crawford-Roy, personal communication, November, 1999) has resulted in the
identification of 165 Manitoba apparel companies. The characteristics and
ownership of Manitoba apparel companies reflect the characteristics of
Canadian apparel companies. Similar to companies found in the rest of
Canada, Manitoba companies are primarily privately held and Canadian
owned. They manufacture a diverse range of products found under the SIC
code 2400. In Manitoba, the size of companies varies from small to large, but

as in the rest of Canada, most are small and medium sized operations.



The Changing Environment

The evolution of the apparel industry is fueled by changes in consumer
demand, the retail environment and the regulatory environment. During the five
years from 1988 to 1993 the industry lost approximately 700 companies and
30,000 employees (Industry Canada, 1997). The number of companies has
remained fairly constant since 1993 and employf'nen’r increased in both 1994
and 1995 by 1% _(lndus’rry Canada, 1997). Value of shipments by apparel
companies is once again climbing after reaching a low of $5.8 billion in 1992,
and in 1996 had risen to $6.1 billion, a growth rate of 5% (Consumer Products

Industries Branch, 1997, December 9).

Consumer Demand

Consumer demand for apparel is influenced by a multitude of
inferrelated factors such as the economy, styles, consumer interests, and
demographic and lifestyle changes (Dickerson, 1995). Changes in the amount
of money allocated to an expenditure category reflect changing consumer
priorities, preferences, and interests.

In Canada, consumer demand for apparel has declined in recent years.
The proportion of total household expenditure allocated to apparel has
dropped from 8.8% in 1969 to 4.3% in 1996 (Statistics Canada, 1996). The

decline in spending on apparel is also not specific to any one-income group.



Canadian consumers are spending proportionately less on clothing across all
income groups as reported by Statistics Canada. Statistics Canada attributes
the decline in clothing expenditure to smaller household size and that the rate
of inflation of clothing prices is less than that of other commodities.

Furthermore, the decline of real personal disposable income and the
increase in consumer expenditures in other categories also influenced
household expenditure on clothing. While real personal disposable income per
capita of Canadians has declined each year between 1989 and 1995 (Industry
Canada, 1997), consumers were also reallocating resources to non-clothing
categories of expenditures such as recreation equipment, home entertainment,
and recreation services (Statistics Canada, 1996).

Throughout the 1990's, in addition to consumers’ reallocation of resources
from apparel to other consumer products, they also placed importance on the
price/value equation (Consumer Products Industries Branch, 1997, December 8:
Dickerson, 1995; Human Resources Development Canada, 1997; Kotller,
Amstrong, Cunningham, Warren, 1996) and were devoting less time to apparel
purchasing (Kurt Salmon Associates, 1998; Human Resources Development
Canada; Richardson, 1996). These changes in consumer behavior have
affected apparel companies. Because of these changes, it is critical for an
apparel company to provide consumers with the product they are looking for,
at the time they are looking for it, at the quality level they expect, and at the

price they are willing to pay.



Retail Environment

In the 1990's, as consurmer demand for apparel declined, apparel retail
sales declined cccordihgly. In 1990, the Canadian apparel retail market value
was $16.3 billion. By1995 it was valued at $15.2 billion (Consumer Products
Industries Branch, 1997, December 8). Overall, the value of the Canadian
apparel retail market decrecsed by 9% from 1990 values.

In response to the changes in the macro environmenf, the organization
of the apparel retail industry underwent changes. Apparel retailing became
more concentrated. In 1997, twelve retailing organizations accounted for 49.4%
of all apparel sales in Canada (“Canadian Market Watch”, 1998). As a result of
the concentration in the retailing sector, apparel manufacturers had access to
fewer potential customers who had increased leverage (Wall, Wilcock, &
Sommers, 1992; “Retail concentration increases with HBC's acquisition of K-Mart
Canada”, 1998). At the same time, as retailers sought fo streamline their supply
base, competition among apparel manufacturers became increasingly
infense.

Another change in Canadian retailing was the influx of American retailers
such as Wal-Mart, The Gap, Eddie Bauer and Talbot's into Canada since the
early 1990's. These retailers gained market share from Canadian retailers in an
dlready stagnant apparel market ("Veni, vidi, vici; U.S. style”, 1996). These
retailers had established suppliers and presented both opportunity and threat to

Canadian apparel manufacturers. Canadian apparel companies could
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become §uppliers to the American retailers. On the other hand, if a Canadian
apparel company could not establish themselves as a supplier to these new
entrants, it could lose domestic market share. The new retailers also were
infroducing its suppliers to the Canadian market, perthaps for the first fime. These
suppliers could see opportunities for growth in Canada and competition could
be increased.

Private label (a brand owned by a refailer) programs were beginning to
be of great importance to retail organizations. As a response to the decline in
consumer demand and the importance consumers were placing on the
price/value equation, retfailers began to develop private Iabel apparel product
to decrease costs and increase exclusivity (Glock & Kunz, 1995). To facilitate
private label, refailers have had to set up produc’r development divisions within
the company to manage the merchandising functions that have fraditionally
been performed by apparel manufacturers. Increasingly retailers in general are
taking on the functions of product development and sourcing production (Glock

& Kunz, 1995).

Regulatory Environment

The third force at work is the regulatory environment under which
Canadian apparel companies must operate. In a global economy, apparel
production is an important industry for both developing and developed

countries (Christerson, 1994; Dickerson, 1985, 1988, 1995). The number of
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apparel producing countries in the world has grown as developing countries
look fo apparel production as a means of economic development (Dickerson).
While developed countries have, in the past, dominated textile and apparel
trade, their share is declining while that of developing countries is increasing
(Dickerson; Hamilfon & Dickerson, 1990).

Historically, apparel industries in developed countries were protected
from expanding apparel industies in developing countries through a system of
tarniff and non-tariff barriers (Dickerson, 1985, 1988, 1995). A tariff is a tax or duty
imposed on imported goods. Quotas are a non-tariff trade barier and are a
restriction on quantities fraded. However, the onset of trade liberalization in the
late 1980's set in motion a gradual elimination of protective barriers. The FTA in
1989 between Canada and the United States resulted in the elimination of tariffs
by December 31,1999 on appare!l products produced in and fraded between
the two countries. The NAFTA was struck in 1994 beMeen Canada, the United
States and Mexico. By December 31, 2004, all tariffs on apparel products
produced in and traded between the United States, Canada and Mexico will
have been removed. The Uruguay Round under the GATT in 1994 - a World
Trade Organization (WTO) inifiative - resulted in the ten-year phase out of the
Multi Filore Arangement (MFA). The GATT is a freaty among 92 governments
accounting for four-fifths of world frade. The Uruguay Round under GATT will result
in the elimination of quotas for apparel products by December 31, 2004.

As aresult of frade liberalization, countries such as Canada who used to

produce only for national consumption now find themselves prbducing for



12

international consumption and also competing for their own national
marketshare. Simuttaneously, apparel imports into Canada have increased from
30.1% in 1991 to 45.9% in 1998 and are predicted to further increase as tariffs
and quotas are dismantled by December 31, 2004 according to the Uruguay
Round under GATT (Cohsumer Products Industries Branch, 1997). The reduction
of frade restrictions will intensify the competition Canadian apparel companies
will face domestically and in export markets (Human Resources Development
Canada, 1997).

The decline in consumer demand for apparel has resulted in a lack of
growth in the Canadian apparel! retail market and a reorganization of the
apparel refail industry. These changes in the retail scene encouraged
competition and impeded growth for Canadian apparel manufacturers.
Concurrently, Canadian apparel companies have had to contend with the
results of frade liberalization - both decreased protection in the domestic
marketplace and increased access to the international marketplace.
Decreased protection has resulted in the increase of imported apparel info
Canada and further loss of domestic market share by Canadian apparel
companies. Trade liberalization has also opened the door to the intemnational
marketplace for Canadian companies. Next, the response of Canadian
apparel companies to the changing competitive environment will be

examined.
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Apparel Manufacturing Sector Response

The Canadian apparel industry has responded to the challenges of a
constantly changing and increasingly competitive environment by increasing
export activity and becoming importers themselves, becoming market driven

and shifting product focus, and implementing new technologies.

Export Activity

The response to a decline in domestic market share as a result of the FTA,
the NAFTA, and the GATT, and a decline in consumer spending on appare! was
a reorientation in market focus by engaging in export, particularly to the United
States. The United States is the destination of 91% of exported Canadian -
apparel product (Industry Canada, 1997). The FTA and the NAFTA gradually
phased out the tariff on Canadian apparel imported into the United States,
lowering the cost of Canadian apparel and thereby increasing its
competitiveness in the U. S. marketplace.

From 1991 to 1998, while domestic market share dropped from 69.9% to
54.1% and imporis rose from 30.1% to 45.9%, exports of apparel increased
from 6.7% to 30.1% of shipments. In dollar value this increase represented an
increase from $0.4 billion in 1991 fo $2 billion in 1998. Along with an increase in
exports, the total value of shipments in the same time period increased from

$6.1 billion to $6.8 billion, even though the number of companies remained
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constant. The companies that survived the industry contraction of the late
1980's and early 1990's are thriving, even though they have lost domestic
market share, as a result of market reorientation to the United States. The
increase in export activity has also been bolstered by a weak Canadian
currency relative to the U.S. dollar (*The apparel export picture: To what do we
owe our success in the U.S.7", 1999). Because of the difference in exchange

rate, Canadian apparel has been competitively priced.

Import Activity

Along with increasing export activity, apparel companies are also
becoming importers themselves. In 1993 apparel manufacturers were
responsible for over 26% of the value and 31% of the volume of imported
apparel product. This is an increase from 1988 levels of 23% for both volume
and value (Consumer Products Industries Branch, 1997, December 8). As
domestic shipments decrease and imports increase (as a percentage of the
Apparent Canadian Market, (ACM)), apparel companies began fo utilize global
sourcing as a means of capturing a larger percentage of the ACM by importing
product themselves (“Ottawa brief: Manufacturers or merchandisers?”, 1996).

An apparel company can benefit by taking on the role of a supplier of
imported product to the retailer. Profit is maintained in value added oc;ﬁviﬂes
such as product development. The company also maintains its position in the

supply chain as a supplier of product to the retail market, whether produced



15

domestically or not. This strategy allows apparel companies o maintain or
increase domestic market share. The use of this strategy by apparel
manufacturers is expected to accelerate (*Ottawa brief: Manufacturers or

merchandisers?’, 1996).

Market and Product Focus

As a response to changes in consumer demand and increased
competition from imports, apparel companies have shifted orientation from
production driven to market driven and changed product focus. In a production
driven company, markets are thought of in terms of the production capabilities
of the company. In confrast, a market driven company is guided in decision-
making by the actual wants and needs of the consumer (Day, 1990). The
changes in consumer demand for apparel products ohd consumer behavior
are the forces behind the change to a market driven orientation. As an apparel
company’s success or failure depends on ifs ability to meet the demands of its
target market (Glock & Kunz, 1995; Kunz, 1995), to be successful, a company
must make decisions based on the wants and needs of consumers.

The market driven orientation is reflected in the apparel industry’s overall
movement toward developing apparel products for target markets (Consumer
Products Industries Branch, 1997, December 8) rather than commodity
products. This shift from undifferentiated commodity apparel to high quality,

value-added products is supported by the rising measure of value-added per
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employee (Industry Canada, 1997). A focus on product development has been
identified as a prerequisite for the success of Canadian apparel companies in
an increasingly competitive and rapidly changing competitive environment
(Consumer Products Industries Branch; Human Resources Development

Canada, 1997).

Technology

In tandem with increasing both export and import activities, and
changing market orientation and product focus, apparel companies are
implementing technology and processes that reduce the time it takes to
develop and deliver products, and enhance their ability to communicate both
upstream and downstream (Day, 1990). Because apparel products have
relatively short life cycles, technology and processes that reduce the product
development and delivery time decrease the risks inherent in high inventory
levels and increase a company’s ability to respond. Technologies such as EDI
(Electronic Data Interchange), CAD (Computer Aided Design) and processes
such as JIT (Just-In-Time) and QR (Quick Response) are being implemented to
increase responsiveness. However, Canadian apparel companies are lagging
behind in their implementation of these technologies and processes (Consumer
Products Industries Branch, 1997, December 8).

The advantages that accrue to businesses from the implementation of

processes and technology are increasingly important and are generally
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speaking, a precondition to operating a company in today’s competitive
environment. Decreasing capital costs have also put fechnology within the
reach of many more companies. Although fechnology is beyond the scope of
this research, an acknowledgement of the increasing importance of technology
in apparel companies’ success in sourcing finished garments internationally and

its implementation levels is necessary.

Product Development and Sourcing

An increased emphasis on product development is part of the
Canadian apparel industry’s response to changes in consumer demand for
apparel products, increased competition from imports, and supplier/vendor
pressures. Product development is the design and engineering of products to
be serviceable, producible, salable, and profitable (Glock & Kunz, 1 995). In the
apparel industry, product development is part of the merchandising function
which is * the planning, development, and presentation of product line(s) for
identified target market(s) with regard to prices, assortments, styling, and fiming”
(Glock & Kunz, p. 63). Product development is the fransiation of the abstract to
the concrete; it is the implementation of merchandising strategy developed
within the parometers of a company’s market strategy.

Product development decisions are driven by a company’s identified
target market (Glock & Kunz, 1995). In other words, the product itself is the

arficulation of a company’s marketing strategy regarding price, product,
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assortment, and timing. It is this activity that generates the products that in Tufn,
generate a company’s revenue (Kunz, 1990).

Whereas product development renders the functional and aesthetic
aspects of apparel, sourcing is the method of acquiring the apparel and may
or may not be part of the merchandising function (Glock & Kunz, 1 995). Within
the apparel industry, sourcing is a decision-making process whereby the most
cost-efficient vendor of materials and/or production ot a specified quality and
service level is defermined (Glock & Kunz). Sourcing decisions help o determine
a company’s competitive edge and is one of the most important decision-
making activities undertaken by a company (Anderson et al., 1997: Bumns &

Bryant, 1997).

Research on the Determination of Apparel Production Location

For the purposes of this study, sourcing as pertaining to apparel
production location only will be covered. Therefore the literature review is limited
fo research on the sourcing practices for finished garments and/or production of
apparel companies. Empirical research on sourcing is scarce and can be
found in the fields of clothing and texiiles, socioclogy and geography. The
majority of research has been conducted without a theoretical framework.
Researchers who investigated apparel production location within the
parameters of a theoretical framework agreed that there is not sihgle theory

that can explain apparel production location. All research and discussion,
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regardless of perspective or emphasis, acknowledge that multiple factors
determine apparel production location.

Research by Fomney, Rosen and Orzechowski (1990) and Wall et al. (1992)
found cost competitiveness to be the primary reason for offshore production
location decisions and shorter lead-fime the primary reason for making location
decisions in favour of domestic production. However, research from a cost
comparative perspective found cost alone to be insufficient to explain
production location decisions (Barff & Austen, 1993; Donaghu & Barff, 1990;
Mody & Wheeler, 1987). Factors such as proximity to market and suppliers,
market niche, and cost (Appelbaum, Smith & Christerson, 1994; Christerson,
1994; Taplin, 1994), ethnicity of owner, company size, market niche and
strategy, frade regulatfions and tolerance of risk and intemnational orientation of
company executives (Christerson & Appelbaum, 1995) were found to be
significant determinants of apparel production location.

Some authors have emphasized the importance of frade policy (Balkwell
& Dickerson, 1994; Dickerson, 1985, 1988; Glasmeier, Thompson, & Kays, 1993)
in shaping global apparel production location. Glasmeier et al. describe the
current competitive environment of the global textile and apparel industry and
how, historically, it has been shaped by frade policy. They utilize the textile and
apparel industry to illustrate their argument for the role of the State in the
geography of production. Balkwell and Dickerson examine the impact of
special tariff and quota provisions for the Caribbean region vis-a-vis the United

States on both the U.S. fextile and apparel complex and the Caribbean region.
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Changes in trade policy have favoured the Caribbean region and it has
become an important apparel production region and is the fastest growing
apparel assembly region for U.S. companies.

For other researchers, product differentiation has been the focus of
investigation. Taplin (1994) chose the apparel industry to illusirate how
examination af the commodity chain level rather than country level can explain
the géography of production. The form of organization and location of apparel
production is presented as dependant on the commodity chain - standardized,
mass market versus fashion oriented. In order fo evaluate the usefulness of the
commodity chain concept, Appelbaum et al. (1994) analyzed two commodity
chains - one for a high-value product (men’s wool suits) and one for a low-value
product (women’s synthetic blouses). They found support for the relationship.
High-value products were found to rely on location specific sources of
competitive advantage such as proximity to research centres, suppliers and
consumer markets and were more spatially concentrated. Low-value products
were found to rely on sources of competitive advantage, which were not
necessarily location specific, such as cheap labour dnd materials and were
more spatially dispersed.

Christerson (1994) dlso tested the idea that the determinants of
production location are different for low value products than for high value
products. Because of the failure of comparative cost to explain apparel
production location, Christerson hypothesized that non-cost sources of

competitive advantage could explain the contradiction inherent in the fact that
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apparel production can thrive in high-wogé areas. The findings echo those of
Appelbaum et al. (1994). Christerson found that for low-end apparel, labour
costs were significant causing production to be centered in low wage areas.
For high-end apparel production, factors such as proximity to suppliers and final
markets were more likely 1o determine production location.

Researching from a strictly cost comparative perspective, Mody and
Wheeler (1987) analyzed apparel production alternatives over six product
categories with the U.S. as the final market destination. Their objective was to
analyze how changes in the competitive environment would impact apparel
production site location from a comparative cost perspective. They found that
middle-wage countries were becoming less desirable production location
choices vis-a-vis low-wage and joint production arrangements countries.

Some researchers have focused on refuting the cost comparative
perspective. Christerson & Appelbaum (1995) continue the investigation info the
non-cost perspective of apparel production location. Their investigation partly
centers on refuting the NIDL (New Intemational Division of Labour) model and
exploring other models and theories to explain apparel production location. The
NIDL is a comparative cost theory that states that in response to high labour
costs production will move from the core to the periphery seeking cheaper
difemnative sites. The concepts used to explain apparel production were social
embeddedness, fransaction-costs, and flexible specialization. Flexible
specialization stresses the importance of delivery time relative to labour costs.

The transaction-costs theory of economic organization postulates that larger
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companies are more able to disperse production globally because they are
able to internalize transactions, thereby reducing costs and risks associated with
these same transactions. The social embeddedness of economic action is an
idea whereby relationships between companies, and particularly those
embedded in preexisting socidal ties, provide companies with confidence in the
reliability of transactions. Using a blend of quadlitative and quantitative methods
they found that ethnicity of owner, company size, market niche and strategy,
tfrade regulations and tolerance of risk and international orientation of company
- executives to be significant factors as determinants of apparel production
location. They found that these factors could supercede labour costs s
determinants of production locations.

Donaghu and Barff (1990), and Barff and Austin (1993) also evaluate the
NIDL. Using the case study method, both examine the global evolution of
athletic footwear production They conclude that the NIDL fails to explain athletic
footwear prodﬁc’:’rion location because of its overemphasis on labour costs. They
conclude that it is the relationship between labour costs, manufacturing
process, market strategy, market access, consumption patterns, and regulatory
policy that determines production location.

Although perspective varies according to the discipline, the conclusions
reached are remarkably consistent. All researchers cited above concluded that
a complex in"rerplay of factors determine apparel production location. Apparel
production location decisions are a strategic blend and careful weighing of

factors such as proximity fo market dnd suppliers, supplier/vendor pressures,
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nature of the product, frade regulations, labour market characteristics, personal
connections, consumer demand and company size. Appelbaum and
Christerson (1997) recommend “"One must look beyond generalizations based
on factor costs and cost minimization, and examine the strategies pursued by

specific companies within specific industries” (pg. 213).

Theoretical Framework

Since research on the determinants of apparel production did not reveal
a theory with which to conceptudalize this research, a search of the literature
pertaining to global sourcing was undertaken to identify models or theories 1o
enhance the understanding of global sourcing practices. The literature is
characterized by scarcity rather than abundance. Swamidass and Kotabe
(1993) confirm this overall scarcity. When researching the determinants of
various forms of international sourcing, they discuss the lack of conceptual
schemes cvailcble with which to structure research in this area.

Monczka and Trent (1991) present the most comprehensive typology of
global sourcing. The typology is the cumulative result of a number of published
and unpublished studies investigating procurement practices conducted over a
number of years. The evolution of global sourcing within a company is
conceptudlized as a four phase developmental process. The characteristics of

each phase are illustrated in Table 1.
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Table 1

The Taxonomy of Global Sourcing Development by Monczka and Trent (1991)

Phase Characteristic
One Domestic sourcing only
Two International sourcing on an ad hoc basis

Reactive stance
Increasing sourcing information needs

Limited sourcing structure and capability

Three Top management support
Global perspective
Proactive stance
Resistance fo global sourcing
Strategy 1: Buyer based domestically
Strafegy 2: Agent(s) based intermnationally

Strategy 3: Foreign Sourcing offices

Four Executive level coordination

(Table continues)
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Table 1 (Continued)

Phase Characteristic

Four Effective organizational structure
Sophisticated personnel capabilities
High information needs
Measurement and rewards systems
Strategy 4: Assign design, build and source

Strategy 5: Integrate procurement requirements

In phase one, a company sources domestically and engages in no
direct foreign purchasing activities. According to Monczka and Trent (1991) a
firm progresses to phase two and begins sourcing internationally as a reaction to
“figgering events” in the marketplace such as increased foreign competition,
inadequacy in the domestic supply market, changes in currency rate
exchanges and competitive advantage accruing to competitors due to foreign
sourcing. A company exhibiting phase two characteristics conducts sourcing on
an ad hoc basis in phase, has a reactive stance vis g vis international sourcing,
conducted, is faced with increasing sourcing information needs and has limited
international procurement capabilities.

According to Monczka and Trent (1991) a firm progresses from phase two
to phase three because of “significant performance gains” as a result of

infernational sourcing such as lower purchase prices and represents a conscious
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decision on the part of the company to proactively develop its international
sourcing capabilities. Phase three is characterized by top management
support, a global perspective and proactive stance vis a vis international
sourcing and resistance to sourcing. It is in this phase that companies begin to
implement what Monczka and Trent (1 991) call proactive sourcing strategies. A
company using strategy one assigns international purchasing responsibilities to a
buyer within the company. A company progresses to strategy two because of
an increased neéd for information to support increased international sourcing.
This increased need results in the use of external sources of information and
expertise such as subsidiaries, other corporate units or internationally based
agents. Strategy three is characterized by the establishment of infernational
purchasing offices focused in function and region that provide direct support for
the sourcing requirements of the business units. According to Monczka and Trent
(1991) the implementation of a phase three sourcing strategy is evidence for a
company’s proactive rather than reactive stance vis a vis infernational sourcing
and indicates its information requirements. The greatest resistance within the
company to international sourcing is also found at this stage in the evolution of
globoal sourcing development, especially af the buyer level (phase three,
strategy one in Table 1)

Phase four is characterized by executive level coordination, an effective
organizational structure, sophisticated personnel capabilities, high information
needs, a measurement and reward system for globoal sourcing and the use of

sourcing strategies four and five. Sourcing strategy four involves assigning



27

design, build and source functions to the most capable business unit. A
company using strategy five has integrated and coordinated sourcing
requirements across all divisions.

Companies in both phases three and four implement sourcing strategies
one to five proactively. These strategies are viewed as having the ability to
significantly impact on a company’s success or failure and build upon one
another culminating in a unique global sourcing strategy. The company
progresses as one strategy becomes ineffective in meeting the company’s
needs and the next is implemented. Benefits to the company accrue
cumulatively. Phase three companies are characterized by the employment of
strategies one, two, or three whereas phase four companies employ strategies
four and five. Phase four companies are not precluded from utilizing phase
three sourcing strategies one, Twé and/or three but are further differentiated
from phase three companies through the additional use of sourcing strategies
four and five (Table 1).

An important distinction made by Monczka and Trent (1991)is the
difference between infernational and global sourcing. International sourcing is
described as basic infernational buying and lacks the coordination of
requirements of worldwide business units, True global sourcing requires the
integration and coordination of procurement requirements (phase four, strategy
five in Table 1). Phase four companies employing strategies four and five would

e considered to be achieving maximum and superior performance benefits.
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Each phase is characterized by its own specific set of objectives and

specific investments in terms of strategies employed. The determination of g

company’s evolutionary position on the typology involves extensive analysis. In

some cases it is not the differences in behavior(s) but the addition of a

behavior(s) that is the distinguishing factor(s) between phases

Bozarth, Handfield and Das (1998) classified companies according

fo the taxonomy of global sourcing by Monczka and Trent (1 991) to examine

procurement strategy and performance differences between companies that

proactively sourced globally (Phase three and four companies) and those that

did not (Phase two companies). They attempted to answer the following

research questions.

1.

Do phase three and phase four companies achieve superior procurement
performance?

Is there an increase in certain procurement strategies as companies shift
from phase two to phase three and four?

Is the mix of procurement strategies used affected by marketplace
conditions (as defined by the type of supplier market)?

Bozarth et al. (1998) found that they were able to distinguish between

phase two and phase three and four companies based on differences in

motivating factors. However, they found that the differences in motivating

factors did not fransiate info significant differences in either procurement

strategies used by companies or purchasing performance. They found no

difference in the implementation of procurement strategies between phase two
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companies and phase three and four companies; some, but not significant,
support for superior procurement performance of Phase three and four
companies; and that the mix of procurement strafegies used is not affected by
marketplace conditions (as defined by the type of supplier market). Bozarth et
al. suggests that future research is needed fo understand and test Monczka and
Trents’ typology.

In summairy, shifts in consumer demand and behavior and the
changing retail and regulatory environment have changed and continue to
change the competitive environment facing the apparel industry. As we
approach 2005 and beyond when the phase in period of the Uruguay Round of
GATT is complete, Canadian apparel companies will have fo manage
increasingly competitive national and international markets. Sourcing strategy
will be a critical element contributing to the ability of Canadian apparel
companies to meet the demands of an increasingly competitive environment.

At present, no research exists investigating the sourcing practices of
Canadian apparel companies. The taxonomy of global sourcing by Monczka
and Trent (1991) will provide the frorhework for this research. An exploratory
investigation of a selected number of Manitoba apparel companies pertaining
to sourcing practices could reveal important information for both industry and

scholars by providing context, insight, and further research questions.
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CHAPTER THREE

METHOD

In this chapter, the method and procedures used to achieve the
research objectives are described. An overview of the qualitative research
method is followed by the case study approach, the pilot case study,

recruitment of the sample, data collection and data analysis.
Qualitative Research Method

A research method is chosen for its appropriateness in answering the
research questions. Qualitative research is inductive, relies on descriptive data
and endeavors to understand a phenomenon from the participant's point of
view. lfs purpose is confextualization, interpretation and understanding
(Neuman, 1997). The review of the literature has shown that there is little
theoretically driven empirical research on the sourcing practices of opbarel
companies in Canada. This lack of an existing body of research precluded the
positivist mindset that favours quantification by precise measurements, seeking
uniformity and causal explanation. As the objective of this research was 1o
describe and explore the evolution of sourcing practices of apparel companies
and its complexity from the company’s perspective, the qudlitative orientation

was deemed suitable.
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Research Design

The apparel industry is highly entrepreneuridl. It is characterized by a
diversity of products and market’niches and is known to be a difficult industry to
study (Dunlop & Weil, 1996; Wall et al, 1992). The majority of Canadian apparel
companies are privately held; the very competitive nature of the indlustry
creates an unwillingness to divulge information.,

The case study research design was deemed to be most suitable for this
research because it is a qualitative research method for the purpose of
describing and understanding a unique phenomenon in great depth (Marshall
& Brossman, 1989; Patton, 1990; Stake, 1994). It involves investigating events,
processes and/or outcomes within their real-life setting (Miles & Huberman,
1994; Yin, 1989). According to Yin, when the research questions are exploratory
and the phenomenon being studied is such that behavior cannot be
manipulated the case study is a suitable method of empirical inquiry.

The case study is also particularly well suited for the purpose of this
research given the remark by Monczka and Trent (1 992) that "The best way to
evaluate the worldwide sourcing process is at the firm level within a specific
industry, because the industry is the arena in which competitive advantages are
won or lost” (P. 11). Monczka and Trent also suggest that companies are unique
and a high degree of homogeneity should not be expected. The case study
method enabled the researcher fo capture and accommodate the complexity

of sourcing at the company level.
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A case study relies on multiple forms of evidence and can be single case
or muiti-case (Miles & Huberman, 1994; Patton, 1990; Stake, 1994; Yin, 1989).
When replication is of concern, as when testing a set of conjectures such as the
taxonomy of glotoal sourcing development by Monczka and Trent (1991), a
multi-case study is recommended (Miles & Huberman; Yin) especially in order to
establish external validity. If similar results were obtained from more than one
case, more compelling support is found for the theory. The purpose of multiple
cases is not o generdlize to o.populoﬁon, rather o the theoretical propositions
guiding the research. For this research, the case study was structured according

to the athibutes of the holistic, multi-case design described by Yin,

The Interview Guide and the Questionnaire

According fo Yin (1989) the interview is one of the most important sources
of information when conducting a case study. A semi-structured interview
format was chosen for a number of reasons. Semi-structured interviews have
Peen found to be an effective method of studying apparel companies
(Helgason, 1984; Wall et al., 1992). A semi-siructured interview format also gave
the inferviewer the opportunity fo probe for information, fo clarify questions for
the respondents, and to request clarification of the vocabulary particular to
many companies in the apparel industry. A large degree of prestructuring was

desirable for this research because it was theory driven and comparability was
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important in achieving the research objectives (Maxwell, 1996 Miles &
Huberman, 1994),

Appendix A contains the interview guide. The interview guide consisted of
two sections. The first section was an infroductory statement designed to put the
respondent at ease, to focus the respondent on sourcing, and tfo restate the
inferview procedure as previously outiined in the letter of information. The
questions in Section Two were designed to encourogé the informants fo
describe the evolution of sourcing practices. According fo Yin (1 989), a case
study must demonstrate construct validity by selecting specific types of changes
within the company to s’rudy. In this research, open-ended questions were
developed to enable informants to describe the complexity of sourcing and
sourcing practices over time. The wording of the questions was guided by the
theoretical propositions by Monczka and Trent (1991).

Appendix B contains the questionnaire. The questionnaire comprised
closed-ended questions designed fo collect descriptive data such as product
ype, size, the number of divisions, market share, market niche and strategy. The
research instrument developed by Bozarth (personal communication,
November 1999), who applied the taxonomy by Monczka and Trent (1991),
formed the content of the guestionnaire. Questions were selected from the
questionnaire from Bozarth based on the objectives of the research and the
resulfs reported by Bozarth et all. (1 998). Where necessary, the questions were
modified to fit the vocabulary of the apparel industry. After the interview guide

and questionnaire were developed, a pilot case study was undertaken.
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The Pilot Case Study

A pilot case study is recommended to help refine data collection
methods both for content and procedure (Yin, 1989). A recently retired senior
executive of an apparel company who had direct experience with the
international sourcing of production agreed to participate in the pilot case
study. After completion of the pilot case minor methodological and procedural

changes were made.

The Sample

When using the case study method, cases are identified, selected and
studied based on whether or not a case can answer the research questions. This
careful selection, also called purposeful sampling (Maxwell, 1996; Miles &
Huberman, 1994; Patton, 1990; Stake, 1994; Yin, 1989) was used to select and
solicit apparel companies for participation. In addition, the researcher used
fhrée criteria to select apparel companies. These are location, product type
and willingness.

Only those companies in Winnipeg sourcing some finished garments
and/or production outside of Canada were solicited for participation. These
companies were considered most able o provide the information to describe
and understand the sourcing practices of finished garments and/or production

of apparel companies. Companies that did not source finished garments
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and/or production outside of Canada were assumed to be unable to provide
this information.,

Another consideration for selection was product type. Companies
producing only fur and/or leather apparel, accessories, arts and craft apparel
products, health care apparel products, custom designed apparel,
promotional, corporate or advertising apparel products, and uniform apparel
products were excluded.

The final criterion to limit participation was the willingness of a company
to cooperate in the case study. The apparel industry is very secretive and an
unwillingness fo divulge information prevails. It was crucial to select companies
that displayed interest and a sense of commitment fo the research.,

Lists from a non-profit frade association (Manitoba Fashion Institute, 2000)
and from the provincial government (Kelly Crawford-Roy, personal
communication, Novernber, 1999) provided descriptive information regarding
size of the company, types of products made, geographic location and
contact names. Three companies met the criteria for eligibility.

In the summer of 2000, approval for the research was received from the
Faculty of Human Ecology Ethics Review Committee (Appendix C). In the fall of
2000, a letter of introduction explaining the purpose of the research, the
procedure and the commitment involved was sent either via mail or e-mail to
senior executives of three Winnipeg companies (Appendix D). One week later,
senior executives were contacted by telephone or e-mail to ascertain the

companies willingness to participate. Two of the three companies agreed to
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parficipate. At this fime, the logistics of collécﬁng data were also discussed with
the senior executive. In both instances it was agreed that the senior executive
would be the key informant most able to respond to the inferview and/or the
qQuestionnaire in the most meaningful manner. Inferview times were then
selected at the convenience of the key informant. It was determined that the
inferview would take place at the individual companies. The senior executive at
the third company was contacted three times and did not respond. Thus, the

sample consisted of two Winnipeg apparel companies.
Data Collection

This section describes the data collection procedures including the three
sources of evidence - the interview schedule, the questionnaire, and secondary
research. Multiple data collection methods were used. Data collection took
place over the months of October 2000 to February 2001.

Before the inferview began, informed consent of the key informant was
obtained. Inferviews were audio tape recorded with the key informdnfs consent.
The inferviews were one hour and two and one half-hours in length. The
researcher and the key informant then reviewed the content of the
questionnaire which was then left with the key informant to be completed at his
convenience. Because it was anficipated that more than one person would fill
out this questionnaire a cover letter was attached boriefly explaining the research

(see Appendix B). However, this was not the case. The respective key informants
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filed out the questionnaire. The questionnaires were returned to the researcher
within two weeks to a month of the interview.

At the conclusion of the interviews, both key informants agreed fo
subsequent visits by the researcher if the need for clarification arose. In one
instance, the key informant designated the Product Development Manager at
the company to provide clarification if needed. The designate was contacted
to verify the correctness of organizational charts and minor descriptive defails.

The audio tapes were transcribed. Information from secondary sources
such as frade magazines, business news journals and daily news publications
were gathered for both companies. The researcher also obtained corporate

brochures from each company af the time of the interview.
Data Analysis

Data analysis ook place over the spring and fall of 2001. Data analysis
was carried out using the procedure prescribed by Yin (1989). First, ’rhé
information about each company was analyzed separately to create case
studies in the form of a single narative sequencing the evolution of sourcing
practices at each company chronologically. The data from the franscripts
describing the evolution of sourcing practices formed the basis of the case. The
questionnaire provided descriptive company data fo inform the case. The data

from secondary sources provided historical and corroborative evidence,
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Once the cases were wiitten, they were sent, with a covering letter to
each of the key informants, for review as a validating procedure. The covering
letter is attached as Appendix E. One week later, key informants were contacted
by telephone to arange a meeting to discuss any concems arising from the
content of the case studies. The meetings were arranged at the convenience of
the key informants. Both cases were approved by the key informants subject to
minor changes to enhance clarity. However, in both instances, the key
informants did not indicate the need to read the cases again after the changes
were made. A confirmation letter indicating approval of the cases was
obtained (Appendix F).

In the next stage of data analysis, pattern-matching logic analytic
strategy was used to compare the evolution of sourcing practices of each case
with the tfaxonomy of global sourcing develophenf by Monczka and Trent
(1991). The analysis was guided by the theoretical propositions by Monczka and
Trent. The actions and specific inves‘rmeh’rs of the company as described by the
evolution of sourcing practices were compared fo the actions and specific
investments set forward in the taxonomy of sourcing development by Monczka
and Trent.

Finally, cross-case comparative analysis to satisfy the requirements of
replication logic (Yin, 1989} was undertaken. Comparing the results from both
cases strengthened the evidence in favour of or against the propositions

Monczka and Trent (1991).
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CHAPTER FOUR

RESULTS

This chapter contains the results with reference to objective one, to
desciribe the evolution of sourcing practices at selected Manitoba apparel
firms. Two case studies, each in the form of a single narrative chronologically
sequencing the global sourcing development were constructed from the data

collected from each of the two participating companies.
Case One: Gemini Fashions of Canada Ltd.

The results described here represent a snapshot of Gemini's sourcing
strategy from 1971 to 1996. However, as stated by a senior company executive,
the defci‘ls of this case "is time-dated information that should not be regarded
as a blueprint for the company’s future operational paradigm”,

'Gemini Fashions of Canada Lid. was founded in 1971, The company is a
privately owned diversified outerwear manufacturer with its head office in
Winnipeg, Manitoba, Canada. During its 30-year history, Gemini has evolved
from developing and manufacturing apparel in Canada for sale in international
markets to serving the North America marketplace and subcon'rracﬁng the
manufacturing of apparel developed in Winnipeg to factories throughout

Southeast Asia.
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Now Canaddad’s leading diversified outerwear company, Mr. Gary Steiman
one of the original founders, presides as President and Chief Executive Officer
(CEQ). He is joined at the helm by the Chief Operating Officer (COO), Mr. Bob
Forbes and by the Technical Director, Mr. Perry Pollins, who are both partners in
the business (Love, 1996, "Gemini Fashion of Canada Ltd.”). Gemini is an ISO
9001Qudlity Certified Company with over 1500 retail customers ("Gemini
Fashion of Cc:ncdo Ltd.”).

The company comprises four divisions: Children’s, Women's, Men's, and
Sports. The Children’s Division develops branded outerwear under the Statik and
Infinity labels, licensed ouferwear under the OshKosh B'gosh label and private
label outerwear for retailers across North America ("Gemini Fashions of Canada
Ltd.”). In the Children’s Division approximately 10% of the apparel is
manufactured domestically, in Manitoba, and 90% is manufactured outside of
Canada, in Ching, India, Sri Lanka, Vietinam and Bangladesh.

The Women's Division develops branded apparel under the Northern Sun
label and private label outerwear for retailers across North America ("Gemini
Fashions of Canada Lid.”). In the Women's Division approximately 20% of the
apparel is manufactured domestically, in Manitoba, and 80% in countiies
outside of Canada, in India and Vietnam.

The Men'’s Division develops only private iabel apparel (“Gemini Fashions
of Canada Lid.”). All outerwear in the Men’s Division is manufactured outside of

Canada in India, Sti Lanka, Vietham and Bangladesh.
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Lastly, the Sports Division develops both branded and private label
outerwear. The brand names are Sun ice and Mobius and private label
outerwear is developed for retailers across North America ("Gemini Fashions of
Canada Ltd."). In the Sports Division, approximately 5% of the apparel is
manufactured domestically, in Manitoba, and 95% in countries outside of
Canada, primarily India and Vietham. All divisions with the exception of the
Sports Division develop two lines per year. The Sports Division develops one line
per year.

Last available sales and employment figures are from 1997. At that time,
the company employed 425 people and $50 million in sales was generated by

the company’s four divisions (Love, 1998).

1971 - 1975

From 1971 to 1975, Gemini manufactured apparel in company-owned
manufacturing facilities in Winnipeg and rural Manitoba. The first factory was
established in 1971.in Morden, Manitoba (Love, 1996). By 1973, with sales of $3
million, the company employed 60 people, operated three manufacturing
facilities in rural Manitoba, and had added a manufacturing facility to the head
office in Winnipeg where sales, design and administrative functions were
located (Love). See Figure 1for a chart of the company’s organizational structure
in 1973. Solid lines indicate formal lines of reporting; dotted lines indicate lines of

communication. During these early years, sales efforts were
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targeted at both domestic and export markets. Export sales efforts were met
with success primarily in Europe, along with more limited success in the United
States.

The company’s first foray info the offshore manufacturing of apparel was
in 1975 when a Korean manufacturer was contracted to produce both the
salesmen’s samples and production for the 1976 fall shipping season.

The decision to manufacture offshore was the company’s response to
competition from inexpensive imported apparel into the Canadian
marketplace (“Focus: The fashion industry,” 1977). However, in 1976 Gemini was
forced fo abandon the manufacturing of apparel in Asia and severed the
relationship with the Korean manufacturer because of regulatory changes
imposed by the Canadian federal government. The Canadian federal
govermnment response to the increase in low cost imporred apparel into Canada
was to invoke a section of the GATT called Arficle 19, and place restrictive
quotas on foreign produced apparel entering Canada, resticting annual
apparel imports to 1975 levels (“Focus: The fashion industry”). As a result of the
actions of the Canadian govemment, the company found itself unable fo
import apparel into Canada and intemational sourcing efforts were
abandoned. However, change brought opportunity and the next period in the

company’s history was one of continued prosperity.

"As one door closed... another door opened directly as a result of

government policy.”
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1976 — 1981

From 1976 to 1981 the company experienced great growth, and these
were “extremely prosperous years” for the company. Because the Canadian
govemment had frozen apparel import levels at 1975 levels, all growth in the
retail apparel market was to the benefit of apparel companies manufacturing in
Canada. Sales climbed from $8 million in 1976 to $14 million in 1981 (Love,
1996).

In 1978, the company operated three satellite factories in rural Manitoba
and a $750,000.00 addition to the Winnipeg manufacturing facility was opened
(Robertson, 1991). To meet demand, the company also entered into
subcontracting relationships with five additional facilities in Manitoba and
Quebec. By 1979, the number of production facilities totaled nine - four
company owned and 5 contractors. See Figure 2 for a chart of the company’s
organizational structure in 1979. Solid lines indicate formal lines of reporting;
dotted lines indicate lines of communication. At this time, the company directly
employed more than 400 people, with growth in employment primarily
production workers (Robén‘son].

During this time period, Gg_emini manufactured and sold apparel only in
Canada. Export sales were abandoned because the company was so busy
meeting domestic demand for their apparel that it had no excess production

capacity to meet export demand. The company’s decision to produce
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domestically and sell only in the Canadian market was a result of the federal

government’s frade policy at the time.

"The period from 1976 to 1980 got us out of the export business

and into the domestic business. Government policy again.”

Reflecting back, the CEO feels that the years of import restriction imposed by
the federal government created an arificial situation that sheltered the
company from developments in the macroenvironment and did not prepare

them for the challenges that lay ahead.

"You see we were now incubated ... from the change in world
frading patterns. ... It was fotally artificial. It was created by
government policy - artificially created, structurally created. ...if
you took that period of protection and just fold people the way it
was ...we would have kept pace ... we would have been able 1o
maintain an infernational sales relationship with major customers
and grown with them as well as develop our offshore capabilities
at least ten years earlier. When we went in 1975/76 — that was
dbsolutely the right time to do it. Our call was right on the money

there.”

46
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1981 - 1985

The next period, from 1981 to 1985, was difficult for the company. In
1981, the five-year period of import restrictions imposed by the Canadian
govemnment terminated. The federal government, moving foward greater trade
liberalization, began negotiating new frade agreements permitting greater
imports of foreign-produced apparel info Canada. Gemini responded by
lobbying against the regulatory changes in an effort “fo maintain that status
quo” because the previous five years had been so profitable.

During this fime period, as the company lobbied the federal government,
sales declined from $14 million in 1981 to $8 million in 1985 (Love, 1996, 1998).
The number of production facilities shrank 1o one as contracting relationships
were severed, the satellite factories in rural Manitoba were closed and
employment shrank (Love, 1984). See Figure 3 for a chart of the company’s
organizational structure in 1984. Solid lines indicate formal lines of reporting;

doftted lines indicate lines of communication.

"It was hard ... to see your business go down, fo lay-off people,
people who have been with you for a long time. ... not a happy

occasion.”
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Now, the decision to lobby for profectionism is seen as a strategic error in
the company’s history. Even though at the time, the company’s efforts were met
positively by government officials and they were led to believe
" that something would be done”, their efforts were futile. Trade liberalization was

the wave of the future.

"In refrospect, ... when the government has it in their big picture to
do certain things, they are not going to change for an industry or a
company or lobby. ... the best thing you can do is to tell those
people that ... will be affected, "wake up, changes are coming

and prepare yourself’ ... because there is still a way you can be
successful under the new way but it will be different than the old
way. ... In my case we did not effect any change ot all. ...We
lobbied from 1981 to 1985 - for four years. And we didn’t change,
we lobbied. And while we lobbied our business went down, down,
down... and before we were out of business | went offshore to

subconiract.”

1985 - 1995

In 1985, Mr. Steiman went to Korea and “started off with a small program

offshore”. This was “absolutely” a crifical fime in the company’s history. Although

the company was still profitable, “the profitability level was getting down fo quite
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a low level - tofally unacceptable to anybody that has a maijor investment in a
business”. From 1985 to 1995 the emphasis at the company changed from
manufacturing and selling domestically to selling in both Canada and the
United States, and manufacturing worldwide. This strategic change in direction
reversed the downward frend of the previous 5 years and *... Had we not done

that... that was the tuming point”, opened the doors to continued success.

" The shift in our operating paradigm was the result of the changes
that fook place in the world trading patterns, liberalized quotas on
imported apparel and the high fariffs that continue to be charged
on imported fabric by Canada’s apparel manufacturers. These
changes, while curtailing opportunity in one area, opened doors to

new opportunities.”  (Love, 1996, p. N 5)

This period of transition from manufacturing domestically fo
manufacturing worldwide was a time of rapid change and expansion for the

company. Sales over this time period increased from $8 million to $40 million.

“Now our business from 1985 to 1995 went up by eight fold — 800
per cent in that fen year period. We ended up employing more

people in 1995 than we did in 1985 in Winnipeg.”
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The total number of employees increased over this time period to 325,
even though the number of production workers employed at the domestic

manufacturing facility remained constant (Love, 1996).

Developing a sourcing network. Initially, Mr. Steiman went to Koreq,

purchasing finished garments. A Korean agent and one other person at head
office in Winnipeg completed the initial human resources dedicated to outside
sourcing. See Figure 4 for a chart of the company’s organizational structure in
1985. Solid lines indicate formal lines of reporting; dotted lines indicate lines of

communication.

"S0, we started ... my technical cid here was Stuart because he
was a guy who was very meticulous on detdil ... I would go and
make the amangements on the products and Stuart was ... the
technical side here and that was it. ... | hired an agent in Seoul to
do the inspection certificates and process and so on and he was
making sure that | wasn't going to be plugged in with rotten
factories because his livelihood would be affected immediately by
that. ... we developed some very, very good relationships ... in

Korea.”

After the first year of sourcing finished apparel offshore, another senior

executive at the company joined the company president in managing this
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rapidly growing area in the company. As the strategy quickly proved itself as the
needed change to put the company back on frack, the company began to
expand the human resources and the network of subconfracted manufacturing

facilities in the Southeast Asia region.

"Then we went to Hong Kong and in Hong Kong we worked with
companies that were making in Indonesia. ... you'll leamn and you
say, "Well, | don't need to have somebody that is sitinginHong .
Kong that is going to take my business and then subcontract it to
somebody in Malaysia or Indonesia. Il go there myself.” So, | went
there myself. ... After the first year or so, Perry started coming along
too and then he would go himself ... you keep involving more
people ... Peny and | essentially would do the import runs ... we
went to Indonesia, we went to Malaysia, and we maintained in

Korea and we had some minor making in Hong Kong. ... makers

in Hong Kong would have subcontractor facilities in China, *

"...50 Madlaysia, Indonesia ... became more sophisticated and
then we would take opportunities 10 go ... into some undeveloped
countries like Bangladesh. ... in Bangladesh we had a little different
arangement in that we tied up with an American importer that
was manufacturing in Bangladesh and we used his faciliies and

we paid him a charge. ... but we leamed - we leamned how to
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dedl in Bangladesh. It was very low cost and they had to have a
lot of nurturing — a lot of handholding, a lot of support but we were
able to do that. And from Bangladesh we got into Sii Lanka ... info
India. And then ... a guy - talk about networking — came to a frade
show in Las Vegas and he was from Vietnam. He made garments
and Jean said, "'m not the guy to talk to. You have to come to
Winnipeg.” ...and... we started with him. He was an Australian

operating in Thailand. We also went to Thailand . ...”

Organizational structure and human resources development. In 1986,

management restructured the company’s sales and marketing functions and
created four major divisions: Children’s, Women'’s, Men's, and Sports (Love,
1996, 1998). See Figure 5 for a chart of the company’s organizational structure
in 1986. Solid lines indicate formal lines of reporting; dotted lines indicate lines of
communication. Sales began to increase by 50% a year; by 1991 sales were
$30 million (Robertson, 1991). In 1991, fo manage the increase in business,
head office in Winnipeg was not only expanded by 12,000 square feet, but
warehouse space at head office was converted into administrative, technical,
design and sales offices and an additional 40,000 square feet of warehouse
space was leased o create a new disfribuﬂoﬁ centre. The company now
employed 300 people and subconfracted the manufacturing of apparel to 23
factories in Southeast Asia as well as continuing to manufacture at head office

in Winnipeg (Robertson).
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The change in strategy to offshore manufacturing precipitated a
dramatic change in the company’s human resources needs as they developed
the organizational structure necessary to support a world wide manufacturing

operation.

"We ended up employing more people in 1995 than we did in
1985 in Winnipeg in all areas of the business except cutting and
sewing. Because we do all of the technical work here - all the

distribution, all of the design work, all of the administration, finance
— dll the front end ... necessary to support the cutting and sewing
(offshore) factory operations, - is done essentially in Winnipeg. And
including all the shipping, distribution ... we have a distibution
centre that is larger than our factory and our administration and
our design building combined because they are distributing
product from all over the word to all our customers in Norh

America.”

Initially, the sourcing of inputs, such as fabric, and findings such as
Zippers, and preproduction activities such as pattern making, grading and
marker making were completed by the various contracted manufacturers,
During ‘rhé time period from 1985 to 1995, the company gradually began to
develop the human resources and organizational structure it needed in order to

source ifs own inputs and handle the preproduction activities for the apparel



57

manufactured offshore at head office in Winnipeg. The company also began to
replace agents with strategically placed regional company representatives in

Southeast Asia to facilitate the manufacturing of apparel offshore.

“OQr sewing floor is the same size but our business is eight times
bigger.... Now, it's not how many sewing machine operators. ...
Now... we have up to 80 people in our distibution centre. ... we
have in our design and sample making area... 60 people...
between the pattern makers, markers, graders, sample sewers,

designers, merchandisers...”

As “we learned”, the structure of the company changed and evolved as
rapidly as the meteoric growth in business. Because of the rapid pace of
change it is impossible fo accurately chronicle this period of flux and shift in
operating paradigm. What can be accurately described however, is the result

of this period of evolution and rapid change and growih.

"We changed and we starfed again from '85 to '95 and then

beyond we operated essentially the same way.”
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1996 and Beyond

By 1996, the fransition to worldwide manufacturing and shift in operating
paradigm was complete. Over the previous ten-year period, the organizational
structure and human resources had been developed to support the new

‘operating paradigm” of “importing labour by definition basically is what it is.”

"What we do ... in our business we don't ‘source’ finished garments.
We go and subconiract production to makers in different regions
of the world. To us that phrase “subcontracting to makers” is

subcontracting production - cutting and sewing.”

"We go to the maker with everything done - all of the pattemns, the
specs, the markers and with all the details of the inputs and cosfs

thereof...”

The shift in operating paradigm was company wide, encompassing all four

divisions.

"The practices that we use (across all four divisions) are basically
the same thing ... subcontracting the labour - the cutting and the
sewing... we do dll the design work, all the ‘specing’ and all the

sourcing of the inputs from Winnipeg.”
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Organizationdl structure and human resources development. By 1996, an

Import Division had been formally established. Production was divided info
Domestic Production and the Import Division, with each division reporting fo the
Chief Operating Officer (COO) and having its own support network. Two import
managers, as well as the Technical Director, traveled the world overseeing the
subcontract manufocfuring operations (Love, 1996). See Figure 6 for a chart of
the company’s organizational structure in 1996. Solid lines indicate formal lines

of reporting; dotted lines indicate lines of communication.

"From here we go about nine man month trips -meaning three
Quys going three weeks o a month, five weeks sometimes, three

times a year. But they don't all go together. They go individually.
Sometimes in twos, sometimes in ones. But not in three. Peny,
Harold and Dave do all that ... then there is a whole backup here
for support for them in the technical area and in the logistics area

and in the administration and spec unit and so on.”

By this time, the company had completely discarded the strategy of
using agents fo facilitate the manufacturing of apparel offshore in favour of
company represenfdﬁves reporting to the Import Managers. By 1996, the
company employed 10 sourcing representatives in strategic locations in Asia
and other places of the world fo represent the company’s interests (Love, 1 996).

In one critical location, a four- person office was opened.
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*We have hired people over there — representatives that will deal
with the administration part of our business. We do so much
manufacturing right now in Bangalore that we hired representatives
there that only work for us to make sure that the administration of
our business there — that the inputs come in properly and on fime
fo geft cleared through customs and what have you. ... We are
genuinely manufacturing in these regions with people that check
quality, with people that facilitate administration in the market

place to know which makers are able to produce our product.”

By 1996, the company had the organizational structure and the human
resources in place to source dall its own inputs such as fabrics and findings such
as Zippers and all preproduction activities such as pattern making, grading and
marker making for the Import Division were now done in house. These changes
in operation changed the company’s needs in terms of the expertise required of
the subcom‘rocfed manufacturers. They no longer required a manufacturer to

source fabrics and findings for them or 1o make patterns or markers.

“We go to subcontractors that have skills at cutting and sewing. ...
We are looking for a different type of subcontractor. We are not
looking to go buy garments from somebody. We are looking to

buy as an extension of our factory. If you go in our factory |
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downstairs, you won't see showrooms — that's for the front end. We

are looking for people that just have factories...”

As well, due to the organizational structure and human resources
developed over the past ten-year period, Gemini was able 1o provide
engineering support for those subconifracted manufacturers that needed
assistance and nurturing. This allowed them to develop relationships with
manufacturers that they otherwise would have had to bypass because of the

manufacturers’ lack of expertise and infrastructure.

"We always had to deal with people that could do what we knew
how fo do —how to cut and sew our product and do it with quality
and reliability. In other words that they didnt over-estimate their
capacity and we would assist...as time has gone on... them in the
engineering side, (as) we have a number of people involved in our

offshore.”

"It was very low cost and they had to have a lot of nurturing — a lot

of handholding, a lot of support but we were able to do that. *

Although in the beginning of the transition to worldwide manufacturing
the company operated without the organizational siructure and human

resources devoted to the offshore manufacturing of apparel, now, without it the
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company would have o operate differently. “Now, whether that would be better
for us or not, can't say for sure, but | don't think so since the ability to control as

much of our destiny as possible would be out of our hands.”

"People who start off foday in the business, they don’t have all the
organizational structure that we have. They go and they do. They
do what we did at the outset and they find people that have the

skills. This is not the only way fo operate.”

A Worldwide Sourcing Network in Operation

Gemini has successfully completed the transition from domestic
manufacturer to worldwide manufacturer. The result is the organizational
structure and human resources necessary to support an extensive worldwide
sourcing network that is constantly evolving and that requires constant

monitoring.

"Constant moniforing. Constant monitoring. The logistics in our
business are enormous. It is constant monitoring ... And the minute
you let up on your monitoring, that is when you will get blindsided

right away.”
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The company also constantly monitors world trade patterns as they
greatly impact the company’s production location decisions. The import
managers fravel the world overseeing the extensive sourcing network the
company has developed, “with our antennas up always looking where the
trading pattems are, (and) where is the action going... *. As a result, the regions
the company has looked to in the past for subcontracting the manufacturing of

apparel has changed.

*Our off shore subcontractors facilities. .. in the period of 85 to 95
changed.... They went from Korea, Hong Kong, Taiwan, indonesia,
Malaysia. ... to Sii Lanka, Bangladesh, India, China, Vietham. We
are not in any of the first five; we are in the second five. So, you
have changed the giid. We are with our anfennas up always
looking where the trading pattemns are. Where is the action going
and not saying we have a comfortable supply here ... Korea is a
nice guy and we are going to stay with him forever. End of story. It
doesn’t work that way because that nice guy in Korea is no longer

there. He is manufacturing in Vietnam.”

"We moved from regions in South East Asia to another five. That
had nothing to do with relationships, that had to with changing

frading patterns...”
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The company expects that world trade patterns will continue to change and, as

a result, continue to influence production location decisions.

“The very nature and fransformability of the high Iabour intensive
and low capital requirement means that sourcing dreas will shift,
Globalization and government policies will have a significant
effect on where we produce in the future — although India, China

and Vietnam will be prime areas for world apparel production.”

As well as regional production location decisions, within-region decisions
are made regarding individual subcontracted manufacturers. At this level, the
decision making process is guided by five conditions: quota, capability,

capacity, cost and compliance.

“There are five principle conditions. The magic is in these five ...the
first thing is quota. If a maker is the best you have ever seen and
the cheapest you have ever heard and is the nicest guy you ever
want to meet but he has no quota, you are wasting your time
because he can't ship to you. So, first is quota. The next thing is
capabpility. You have seen the guy with the biggest factory but he is
totally incapable. So, you have to establish that he has the
capability fo do what you want him to do. The next one is

capacity. He may have great capability and have a great big
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factory but he has committed all that capacity to someone else
and there is none left for you. He is entertaining you because he
wants to meet you and he wanis to put you in his back pocket for
a rainy day, but he really has no capacity left; he is already
committed fo somebody else or others. Now, the next thing is cost.
Because at the end of the day, he's got quota, he’s got capability,
he's got capacity, but his costs are higher than what need to -i.::
successfully sell in Canada and the U.S, there is no opportunity |
there. And the last, is compliance. And compliance is that the guy
practices good ethics, good human conditions... he is willing fo
comply with our requirements on those issues as well as delivery
~and so on. So, you know, compliance encompasses reliability,
ethics and the whole thing. So, you have quota, you have
capability, you have capacity, y;ou have costs and you have

compliance.”

The relationship the company has with individual manufacturers can also

change and evolve over time in response to the company’s capacity needs.

‘Sometimes the amangement changes between us and our
suppliers over time ... the region will change, the maker will
change, the degree of involvement will change as they get better

...Before we used to deal with over 30 subcontractors. Now we
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deal with a dozen. We make more garments with 12 than we used
fo make with 30. Because you focus on those and some you work
with all year round. We ... fake a larger percentage of their
capacity and develop a stronger relationship with fewer. ...Three
years ago we grew our business very dramatically. We grew 35% in
a year. We basically had to go out and find new makers on short
notice. Somebody had fo find new makers because our traditional
ones didn’t have the capacity, didn't have the quota for this big

surge in our business.”

The next major global regulatory change is in 2005, when, according to
the Uruguay Round of the GATT, quota on apparel products will be eliminated.
The company is prepared for this regulatory change but redlizes the removal of

quota will come with its challenges.

"It will make it easier for us to establish significant partnerships with
compatible foreign makers.... Gemini is well positioned to operate

without quotas and will generally benefit from their removal.”

"The removal of quota will also make it easier for our major
customers to import directly — which they do already. But, our

objective and raison d'étre is to add value beyond the costs we
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must incur so that we will indeed be able o maintain some

worthwhile level of business with our major customers.”

The Benefits of Worldwide Sourcing

The company has benefited greatly from the change in strategy to
worldwide manufacturing. Without changing strafegy, they would not have had
the competitive cost base nor the production capacity to meet the growth in
demand they have experienced since 1985. In fact, without the change in
strategy they are doubtful that the business would exist - "...if you don’t do it,

you wouldn't have any business here at all.”

"Well, the benefits are that you have a capacity that is so — well,
right now, let me tum it around. it you didn’t source offshore ohd
we had the same volume of business, assume that we say, okay,
we'll pay whatever you need. You couldn’t produce it here. There is
no unemployment in the apparel industry in Winnipeg, in
Manitoba. So, I'm not sure if we could ever get it. So, what it
means o our business is that we have been able to grow eightfold

from ‘85 fo '95..."
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Gemini has also discovered that there are greater synergies to be found
in the complementary strategy of the “combination of Canadian expertise and

Asian labour costs”,

"One supports the other. We are working offshore with people that
don't have the front end of their business that they need to have,
so that two halves are greater, or the whole is greater than the sum

of the parts. And that is what it does for us.”

The benefits of this combination are viewed as extending far beyond the
company itself or “the small picture” and having both local and global
implications. At the national level, utilizing this strategy has enabled Gemini to

provide employment in Canada that otherwise would not have been possible,

“On average, over 40 per cent of the value of our products are
Canadian value added. Without the complimentary [sic]
combination of Canadian expertise and Asian labour costs, there
is litfle likelihood that any Canadian jobs would be involved in this

venture.” (Love, 1998, p. xi)

There are dlso benefits for the North American consumer. Because of
lower manufacturing costs offshore as compared to Canada, the company has

been able to reduce prices and is better able to control costs. The cost benefit
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reflected in lower purchase prices has been passed on to the North American
consumer. The consumer benefits because as a result of lower manufacturing

costs, the company has held prices below the rate of infiation.

‘We are much better off as a company cnd as an industry by
combining — and as a nation. If you look at clothing prices — if | go
bback and see what we charged in the 1970s for kid's jackets and
ladies’ jackets and what we charge today. It is lower today in
today’s dollars than we were charging in the 1970s, in the period

of inflation...”

At the global level, the company redlizes that there are significant
economic benefits for their frading partners and are aware of the impact their

actions can have in less developed areas of the world.

~ “The big picture is when you see the wedlth that is created
worldwide and you see the incomes of the trading countries, you
see the average annual income going up. We are talking about
macro economics where you see the enormous impact it has on
their ability fo improve their lot, their lifestyle and to afford things

that we consider to be almost necessities in our eyes.”



71

Risks of Worldwide Sourcing

Along with the benefits of worldwide manufacturing come the risks of
conducting business in foreign regions of the world. The risks are considered to
exist af both the personal and business level, The employees who are fravelling
overseas from head office are considered to be at risk personally and

precautions are taken to ensure their personal safety.

‘There are added risks to it. ... we are dedling in countries that
have varying levels of stability, personal security, corruption. ... you
don't involve yourself in that but you are still exposed 1o it. | know
we try fo take precautions and stay at the best places and be
chauffeured around.... | don't walk anywhere where we become
targets or you could be a target.... And so downsides are the risks
one has to take in doing business in these regions of the world.
They are different cultures; different places and they have been
doing these things for thousands of years.... So, yes, frade brings

with it certain risks...”

There are also business risks involved with developing relationships with
new manufacturers, The company must first develop the confidence in a
supplier's compatibility in terms of quality, quantity and capability of

manufacturing fo company specifications. This tial and error process of finding
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compatible suppliers and developing the confidences in them is time

consuming but essential.

"You have to take some risks when you are deadling with new
people because until you are ...working with them, ...you don't
know the good ones from the bad.... I is easy 1o go and look and
see what they are doing ...that is not a difficult thing, but what is
difficult is to see if they can do what you want done, the way you
want it done and delivered on time. That is a difficult thing. ... We
are unique in our own corporate personality ... so finding people
that you can work with in a major way, it fakes time.... it is a

process of eliminating.”

Measuring Worldwide Sourcing

It-is critical for Gemini to be able to measure the success of their
endeavors for, without reference points, the effort involved seems futile. Some
measures the company uses are their competitiveness in the market place,
accounting measures such as profit levels and margins and comparative year

to year sales volume.

“Everything is a relative measure to what we did last year ... we

have to be competiive in the market place and that is a
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measure. We have fo earn a certain amount of margin in order to
cover our expenses and have any profit. So, that is a measure.
What we did last year and what we are doing this year is a
measure. We are measuring all the time. As a matter of fact, |
would like to think that if we can’t measure it we shouldn't do it

because how will we know if we are winning.”

Since ifs inception in 1971, Gemini has weathered many storms as it
changed and adapted in response to its changing environment. The story of
Gemini's path from domestic manufacturer to managing a world wide sourcihg
network is a compelling story of enfrepreneurism. *... You have to be flexible.
You have fo be nimble. You have fo be an entrepreneur.” Now, Gemini can

claim to be Canadd'’s leading diversified outerwear manufacturer (Love, 1998).

Case Two: Western Glove Works

Western Glove Works was founded in 1921, in Winnipeg, Manitoba. Initially
manufacturing leather gloves and workwear under labels such as Gauntiet
Gloves, Treatemiruff Riders Pants and Handy Andy Overalls ("Western Glove
Works"), in 2000, over $200 million in sales was generated by Western Glove's
three divisions - Private Label, Silver, and Licensed Product and a U.S. subsidiary,

Beach Patrol. And, they don't make gloves anymore. Western Glove Works is
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now one of the largest manufacturers of blue jeans in North America and one of
the largest apparel manufacturers in Canada (McCracken, 1998).

The Silver division develops three lines per year. Each line covers a wide
product range including jeans and jean-type botftoms; tops including T-shirts,
sweaters, shirts and polar fleece items; and jackets. Approximately 60% of these
products are manufactured in Canada - 25% in Manitoba and 35%outside of
Manitola. The remaining 40% are manufactured outside of Canada i Koreq,
Mexico, Hong Kong, Guatemala, Ching, Vietham, Macao, Pakistan and
Mauritius.

The Private Label Division develops only bottoms made of fabrics such as
denim, twills and corduroy to customer specification. Of the 85% of the product
manufactured in Canada, 75% is produced in Manitoba. The remaining 15%
are manufactured outside of Canada in Mexico and China.

The Licensed Product Division, Indian Motorcycle, develops two lines
each year. The product range in this division is bottoms, both denim and non-
denim; tops including T-shirts, sweaters and polar fleece items; and outerwear,
inciuding leather outerwear. Approximately 60% of these products are
manufactured in Canada - 40% in Manitoba and 20% outside of Manitoba. The
remaining 40% are manufactured outside of Canada in Vietham, Korea and
China.

Western Glove Works is a privately owned company run by Bob and
Michael Silver, the grandsons and grand nephews of the original founders along

with partners Ron and Norm Stern ("Western Glove Works”). Headquarters is still
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located in Winnipeg at a 122,000 square foot state-of-the-art manufacturing
facility built in 1987 (“Business and Industry Changes”, 1987). Two additional
satellite facilifies that add another 100,000 square feet of manufacturing space
are operated in Winnipeg. In addition to manufacturing domestically in
company owned facilities, Western Glove Works now subcohfroc’rs the
production of apparel across North and South America and has recently begun
to develop a worldwide sourcing network for the production of apparel.

In 1981, when Western Glove Works was acquired by its present owners,
sales were $9 million ("Garment Manufacturers”, 1996). In 1986, with
employment estimated at 533, a new state-of-the-art manufacturing facility was
built ("Winnipeg Garment Firm”, 1986). The $4.7 milion facility was opened in
1987 ("Business and Industry”, 1987). In 1988, the company purchased its U.S.
subsidiary, Beach Patrol, infroduced the Silver brand to the marketplace, and
started a Licensed Product Division (“Clothier Adds Labels®, 1988; McCracken,
1998; “Western Glove Works On”, 1988).

The company flourished under its new ownership. In order to increase
capacity fo meet increased demand, the first satellite factory, complete with a
sewing machine operator fraining facility, was opened in Winnipeg in 1991,
creating 167 jobs and the main facility was expanded to create additional
capacity (“Jean Maker Helps”, 1991). By 1992, only 11 years after acquirng the
company, the owners had propelled sales to $47 million. By 1996, total
company revenues were $130 million - $70 million generated by Western Glove

Works and $60 million by the U.S. subsidiary — and the company now employed
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1,200 people in Winnipeg (“Garment Manufacturers Weave”, 1 996). Sales
continued fo frend rapidly upward and in 1998, the company generated a fotal
of $200 million while employment remained at 1200 (McCracken, 1998).

The organizational structure of Western Glove Works in 1988 is illustrated in
Figure 7. Solid lines indicate formal lines of reporting; dotted lines indicate lines
of communication. Prior to 1990, Western Glove Works manufactured all of its
apparel domestically in company owned facilities. They began sourcing

finished garments on a “small scale for sportswear items” in 1990.

"As an entire company we probably started sourcing imported
garments nine or ten years ago for small license agreements that
we have. That is, ... to augment the actual product that we were

... manufacturing ourselves.”

The apparel that was outsourced was apparel the company was not able to
manufacture themselves, such as sweaters. The company was sourcing finished
garments, not production for the sportswear items. Because the company was
not familiar with producing sportswear, it relied on the subcontractors to conduct
all preproduction activities such as the sourcing of inputs such as fabric and

findings and pattern making, grading and marker making.

"It always represented product that we weren't familiar with making

and that ... represented a very small percentage...”
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1998, under the direction of the President, Bob Silver, the company
began fo look beyond Canada for production capacity. ‘it started at very top”,

and,

"Primarily it was the inability to get enough product as opposed to
... the classic things (which is t0) get product made that is more
cost-effective than product you may be manufacturing in

Canada. For us, the primary reason was (the) capacity issue.”

"Critical moments make it sound like there was one decision. ...
But there was a redlization that there was a level of capacity that
we hit in Canada and couldn’t (go) beyond. And we kept ignoring
it, ignoring it ... roll with it — add another 30 girls here, ... another
Quebec manufacturer, add another quantity there and we just ...
hit the wall and ...How can you increase the amount of (your)
manufacturing (for) 20 to 25% increases... And so... that moment
came when ... we hit the max ... And in terms of time it was about
a year ago... huge difference in quantiies of procuring

outsourced products.”

The company had found a solution to its supply problem. As a result, they were

now able to address their customers needs more effectively.
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"Having more product sourced outside the country allows us to
solve our biggest problem in (our) relationships with customers ...

supply to their demand.”

However, Western Glove Works' strategy for the infernational sourcing of
production for its main product line, bottoms, differed from the strategy initiated
in 1990 for sportswear items. The company, when it initiated the sourcing of
production infernationally for bottoms, was not sourcing finished garments as
with sportswear, but production. The company, for bottoms, did not require
subcontractors to handle preproduction activities such as sourcing of inputs,
.poﬁern making, grading or marker making. Rather, the company was looking to
subcontractors for production only and supplied the subcontractors with all
inputs, patterns, markers and all product specifications including design,
production, quality and engineering specifications.

The volume of production being con’rracféd out continued to increase.
By 1999, 50 % of the apparel sold by Westermn Glove was produced by
subcontracted manufacturers (Edmonds, 1999). A supply chain network within
Canada, the U.S., Pakistan and China had been developed and the company
was in the process of developing a network of subcontractors in other countries

such as Mexico (Barbee & Carlyle, 1999).
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Organizational Structure Development

In response fo the increase in the amount of manufacturing outside of
Canada the organizational structure at Western Glove Works is evolving rapidly
as “those kind of... issues have changed us.” The organizational structure at
Western Glove Works from 1998 to 2000 is illustrated in Figure 9. Solid lines
indicate formal lines of reporting; dotted lines indicate lines of communication.
The President of the company, Bob Silver, continues to direct all sourcing efforts,
whether domestic or infernational, and actively participates in the procurement
decision making process within each division. The international sourcing of
production for both bottoms and sportswear items is managed at the divisional

level, by the divisional Presidents, in conjunction with the company President.

"The president... it's part of his job responsibilities o be aware of
all international sourcing as well as domestic sourcing — where a
product is coming from... he is very much a part of each
division’s decision-making in terms of where we should procure
product from... there is a hand down of information to the various
departments whether it be to presidents in the divisions or the

planning production coordination department. But usually he is

making the first contact.”
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Initially, when it was only sporfswear items being sourced internationailly,
an assistant merchandiser was designated the responsibility for monitoring the
outfsourced apparel. As the volume of sporfswear items increased and the
company began to source production for bottoms internationally, import
departments were created at the divisional level. These three departments were
responsible for the day to day management and monitoring of the oufsourced
apparel.

"It grew from an assistant merchandiser sending POs to one or two

sportswear makers to ... four people working full time in the areaq,

maybe actually closer fo five or six people working almost full time
from dll the aspects of ‘specing’ the products to receiving it, and
duty, which distibution cenfres and all ’rhose things...

organizationally, it has increased...”

Western Glove Works presently utilizes both fo'reign agents and company
representatives to chilifrafe the manufacturing of apparel outside of Canada.
In South and Central America, bypassing agents, the company “made our own
inroads through doing our own work through our own departments here.”
Personnel from head office manage and monitor the subcontracting of
production and fravel to South and Central America. A recent addition to the
organization is a local company representative responsible for quality control in

Mexico.
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"We do fravel Latin America... they are in Mexico right now... they
were Guatemala four weeks ago ... they will be in three factories in
Mexico ... our own technical people ... we have a person
employed in Mexico that checks qudiity. ... There's part of — it was

never there before. And that really wasn't there until last year.”

However, the company found that “it was more difficult for us to get
around...fravelling in Asia”, and presently, in this geographic region of the world,

the company’s strategy is fo rely on agents.

"We still to this day rely on agents to do our bidding and pay them
- than have our own people specifically located — specifically

moving to dll the different factories that we may work from...”

Initiclly, these foreign agents were facilitating the production of
sportswear items. However, in 1998, when Western Glove Works beganto
source production for bottoms interationally, it turned to these agents to

facilitate bottom production in South East Asia.

"A lot of them were people who we started with giving this tiny
percentage of sweaters to — and they hung in there saying, *| want
to do pants.” We don't do pants off shore. We do pants here and

now they are doing our pants. And so their commissions reduce,
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reduce and reduce but their volumes increase, increase, and
increase. And we have built some good relations with people —

agents that | would have work for me.”

In the future, as the company’s sourcing network continues to evolve and
develop in Asia as the volume of apparel produced there increases, agents will
be replaced with “our own people” and Asia will be a destination for sourcing

personnel from head office.

"We will have people to do the agent’s responsibility... we will fravel

fo those countries... we will have people there.”

Human Resources Development

Precipitated by the change to the sourcing of production outside of
Canada employment *has been more radically changing over the last few

years than it has ever changed before”.

"From 1919/1921 to 1965 ... (to) 1970 it didn't change much... It
was always based on a few guys seling and a few {people)
sewing, (then) a lot of people sewing... Then it changed to sewing

being an important element but not the most important element.”
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Very quickly”, almost every deparment at the company has been
affected by the increase in manufacturing outside of Canada. The exceptions
are those departments that are involved only in domestic production such as

sewing floor supervisors and domestic production management.

"And then because if's such a large volume now, what we do
involves‘ our CFO [Chief Financial Officer] in his planning in terms of
profitability and those issues... it involves almost every department
except when it gets down to some supervisory sewing levels ..,
and production management here, But beyond that, the quality
department is involved, the design department is involved, the
fabric testing laboratory is involved ... even -an engineering
department and ... a manufactuing group because their
expertise is what we rely on to tell us what we can and cannot

make.”

Although the total number of employees at Western Glove Works has not
changed dramadtically since 1996, the increase in levels of manufacturing
outside of Canada has resulted in a change in the human resource
requirements at the departmental level. The number of sewing machine
operators has declined and employment is increasing in those areas affected
by the manufacturing of apparel outside of Canada such as administration,

distribution, planning, quality control, design and specification development.
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Because there has been no drastic change in employment, there has been no

resistance fo the sourcing of production outside of Canada.

"We haven't redlly increased our workforce as we have (had)
affrifion within the sewing departments — not based on importing
more product but just retiing or going fo other places - we
increased distribution and ... administration — those kind of areas
that deal with the imported product... nobody has to worry about

losing a job...”

‘The ‘spec’ department has... three people and with just Silver, it
used be just one. More specs needed quicker, need fo get to
importing situations quicker because of the timing, our levels are
higher so those departments are increasing. And every
department, like distibution has ... to be worried about what is
coming from what country and how it gets handled ... so those
kind of Iogisﬁc issues ... have changed us. And we also have to

plan differently.... That is the change.”

Further changes in employment are envisioned for the company.
Employment is * going to grow because of importing - ... to grow because that
is what we (will) be doing ~ is importing” particularly in those areas necessary o -

support the manufacturing of apparel outside of Canada.
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"We will also grow in our ‘specing’ department in ... controlling
every element of what the product looks like and the quality
department will grow. And as wéll distribution... will grow, maybe
not necessarily in the distribution centres but those responsible for

fraffic and movement of product worldwide.”

Sourcing in Operation

At Western Glove Works, both finished and partly finished garments are

sourced outside the company’s own production facilities.

"To us, in our company, it means procuring garments that we will
distribute to the market place from either Canada or other
countries... they are not always 100% finished but most of them

are close to being 100% finished.”

The most critical part of the production process to source outside of the

company’s production facilities is the sewing.

"That would be the entity that we (would) make certain was

sourced outside of our facilities...”
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Because of the product category the company competes in, it is
sometimes fo the company’s advantage to complete certain finishing

processes in house.

“That could run the gamut from pufting an additional tag on the
box to putting an additional tcg. on the garment to, in some
cases, laundering and washing them in (our) washing facilities — for
jeans where laundy is inherent for the fashionability of the product
— ... We may wash, finish, fag and distribute the product even if the

product is internationally sourced.”

Presently, the sourcing practices are different across Western Glove Works’
three divisions. The differences are a function of the different size and focus of
each division. In the Silver Division, the company has begun to source its own
inputs such as fabric for production sourced outside of Canada rather than
sending purchase orders for finished garments. However, in the Indian
Motorcycle Division, a smaller and relatively new division at the company,
primarily finished garments are sourced. Within the Private Label Division,
sourcing decisions pertaining to production cannot be made prior to
specification approval by the customer. As a result, the time line involved is
usually much tighter thus reducing sourcing options. Divisionally, there is disparity
in the amount of product manufactured outside of Canada. The Private Label

Division sources 25% of its production outside of Manitoba and of that, 15% is
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sourced outside of Canada. The other two divisions both source approximately
40% of production outside of Canada, but because the Sitver Division is
significantly larger, the volume sourced outside of Canada is greater.

Within the company, a set of criteria is used to assess different sourcing
options. Along with an assessment of the acceptability of a region, the cost,

capability and reliability of individual manufacturers must be assessed.

"A list of items. .. not in (any) particular order. Pricé is an issue, ability |
fo deliver the type of commodity that we want o have made,
deliver it within the timeframe that we need ... also consideration
of country-friendly, North America being our market - there is a

" certain tendency to want to bring product from countries that are
admissible fo both countries at the same time so that we can
share the inventory because if you are dedling in two countries you
have to keep the inventories separate. ...Those are the ciiteria that

- we go through. Usually you don't get fo anywhere if the price isn't
within the realm - or if they can’t do the product. ... Then we tend
to work around the other problems ... if it's too far away or too
slow, to plan it earlier if those other two are met or ... keep
separa’re‘inven'rories ... if the rest of the criteria can be met then

we will live with having two distribution centres....”
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Rewards, Benefits and Risks

Although initially Western Glove Works began to source production
outside of Canada in an effort to solve their capacity problem there have been
unexpected rewards and benefits. Finding a solution to its supply problem_ has
allowed them fo grow their business substantially and at the same time grow
more profitably because of lower production costs in other countries compared

fo Canada. *We are rewarding ourselves through our margin.”

“There is no question that we are toking advantage now of both
issues, gefting more capacity and ... at a better price. And ...
requiring the capacity opened up the whole investigation of prices
that we were ... aware of but didnt want to admit. You just can't
help but nofice some of the more cost-effective countries to deal

with than Canada.”

Because they are no longer scrambling for capacity, another benefit has been
the ability to service their customers faster. Again, this has resulted in increased

business for the company at higher profits levels.

"Befter margins and greater turnover of invenfory because ...we
can supply the market quicker— tumover at retail level has been

the obvious advantages that have dllowed us to grow. And ...
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grow more profitably. Certainly the last six to eight months have

been more profitable than any other...”

Internally, the company has been able o reward employees in the
departments involved with the sourcing of production outside of Canada with

greater opportunities for advancement.

"t is the fastest growing area for an individual to work in....
Internally, people just starting ...at this place — that is the part of our

company to work in... "

Some of the risks such as the lack of control over quality and product, the
increased time needed for planning and communication problems are
inherent in the greater distances involved when sourcing outside of Canada.
The company also takes greater risks because of the greater minimums

generally required by the subcontracted factories.

“The time Iag. It fakes too long. You have to make too many and
... gamble and distances are difficult (in order) fo check quality of
product. ... If you can't fravel to see these people a lot, they can't
understand what you are really after — for us, almost all divisions

- are selling (on a) product basis rather than marketing basis ...it is all
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in the product... so the distance for manufacturing can be

fough...”

This "gamble” is compounded because of the added time requirement that
must e built info production planning schedules when sourcing outside of

Canada as opposed to in Canada.

*The beauty of domestic is ... no boat. It is as simple as that...the
only advantage ...(domestically is) in terms of fiming ...you can
plan in a week what may fake you weeks (sourcing outside of
Canadaj) ... in ferms of planning development, pattern, everybody

understanding it, long distance issues.”

Future Considerations

Western Glove Works is of the understanding that it must further develop
its sourcing capabilities. The company is on a steep leaming curve and has
undertaken to let “experience” be ifs guide in developing the organizational
structure and information systems necessary fo support an effective sourcing
sfrategy. The company feels strongly that its knowledge base is currently
insufficient and must be further developed. There are two areas in particular

where the company is insecure about its depth of knowledge. One area is its
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ability fo monitor world frade patterns. The second areaq is its regional

intelligence as far as reputable factories to deal with,

“There is No question we need more knowledge ... what countries
and duties and restrictions and laws. ... And also you can’t make
Q product based on repu'rcn‘ion or on a particular country or a
particular facility... we know we need to be more educated
about what are the countries ... because it changes daily.... The
appropriate countries o deal with and ... the micro of that ...
which of the particular makers within those countries is important
... We need to improve on our knowledge of ... those areas more

than anything else ...for international sourcing. *

However, the company’s 80 years of manufacturing experience is a
considerable asset when developing sourcing relationships and dealing with

other manufacturers.

“Fortunately we possess a different expertise which is that (Westem

Glove Works is) still manufacturing...”

The next major global regulatory change is in 2005, when, according to

the Uruguay Round of the GATT, quota on apparel products will be eliminated.
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Because of the change in production strategy the company is in a position of
readiness and will be well positioned to manage the competitive environment

resulting from the removal of quotas.

"It will impact us far less now than it would have ...two years ago.”

The further opening of source markets as a result of trade liberalization will
aiso present a challenge to the company as its customers, retailers, gain the

expertise of developing and sourcing product themselves.

"Western Glove ... represents a certain intellectual ability to take a
refailer and a product concept and put it together. More and

more retailers are gaining that experience on their own”

Precipitated by the forthcoming change in the global regulatory
environment and its recent experiences sourcing production outside of

Canada, the company’s emphasis has changed.

"We were aware it -~ the removal of quotas. We must own the

infellectual abilities... — not the manufacturing facilities...”

Historically stiictly a manufacturer, the company has changed the value

it places on certain “skill sets”. Rather than depending on its manufacturing
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capabilities, the company views future success as intricately linked with the

company’s ability fo successfully manage the supply chain.

"l would rather be dependent upon my ability to get stuff made
the way | think it should look and sell it ... than to finker and to

make it.”

"We have been (an) owner for 80 years and it is ... easier not to

be an owner.”

To continue to rely and be dependant on both the availability and cost
of labour in the domestic market for its continued success is not an option for
Western Glove Works especially because of the “global market place in terms of

sourcing production.”

"Good sewers are good sewers and if how much you pay them is
the determining factor in whether the product will sell or not, then

you are going to be in frouble.”

Over Western Glove Works 80-year history, it has successfully faced many
changes in its competitive environment, The growth Western Glove Works has
experienced recentty "is truly phenomenal” as the company evolves and

changes yet again. Westemn Glove Works is “*committed” to the continuing
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development and evolution of its sourcing capabilities. The past two years are

only just the beginning of another chapter in the long history of the company

called Western Glove Works.
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CHAPTER FIVE

DISCUSSION

This chapter contains the results with reference to objective two - to
determine if the evolution of sourcing practices of selected Manitoba apparel
companies follow the taxonomy of global sourcing development by Monczka
and Trent and; objective three — to determine a company’s position within the
taxonomy:. First, in order to fulfill the above two objectives, each case will first be
compared with the tfaxonomy of global sourcing development by Monczka and
Trent using pattern-matching strategy (Yin, 1989). Then, cross- case
comparative analysis will fake place. Finally, the researcher will point out
empirical evidence that support findings reported in the literature review.

It was not possible to comment sufficiently on one aspect of Monczka
and Trenf's (1991) taxonomy, that is, the measurements and rewards systems
characteristic of phase four. There was insufficient access fo information such as
financial statements that would allow the researcher to provide evidence for or

against this characteristic.

Case One: Gemini

In this section, the evolution of sourcing at case one, Gemini, will be

compared fo the taxonomy of global sourcing development by Monczka and

Trent (1991). For the purposes of comparison from an evolutionary perspective,
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Gemini's second foray into global sourcing beginning in 1985 will be
considered. Gemini’s first foray into glolbal sourcing in 1975 will be discussed in
the section examining empirical evidence from both cases that support findings

reported in the literature review

Gemini: Phase One - 1971 to 1984

Table 2 illustrates the degree to which Gemini's sourcing characteristics
agree with Monczka and Trent's (1991) taxonomy. From its inceptionin 1971 fo
1984, Gemini's sourcing practices were characteristic of phase one, The
company manufactured all its apparel in Canada either in its own
manufacturing facilities or in subcontracted facilities in Canada. During this fime
period, when Gemini was faced with the need to increase capacity to meet the
increased demand for its apparel products, it sourced domestically,
subconfracting production within Manitoba and Quebec.

According to Monczka and Trent (1991) a firm progresses 1o phase two
and begins sourcing internationally as a reaction to “friggering events” in the
marketplace such as increased foreign competition, inadequacy in the
domestic supply market, changes in currency rate exchanges and competitive
advantage acciuing to competitors due ’ro%foreign sourcing. The “triggering
event” which forced Gemini to evaluate its sourcing strategy for the production
of apparel was the trade liberalization of the early 1980"s. As a result of trade

liberalization, competition from imported apparel increased and Gemini's sales
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Table 2

The Evolution of Sourcing Characteristics at Gemini

Year

Sourcing Characteristics ‘71-'84 ‘85 ‘86 ‘96

PHASE ONE
Domestic sourcing only X
PHASE TWO
International sourcing on an ad hoc basis
Reactive stance
Increasing sourcing information needs
Limited sourcing structure and capability X X
PHASE THREE
- Top management support
Global perspective X X X
Proactive stance X X X
Resistance ’rd global sourcing
Strategy 1: Buyer based domestically
Strategy 2: Agent(s) based in’rernaﬁonolly X X

Strategy 3: Foreign sourcing offices X

(Table continues)
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Year
Sourcing Characteristics '71-84 ‘85 ‘86 ‘96
PHASE FOUR
Executive level coordination X X X
Effective organizational structure X
Sophisticated personnel capabilities X
High information needs X
Measurement and rewards systems
Strategy 4: Assign desfgn, build and X
source

Strategy 5: Integrate procurement X

requirements

floundered. From 1981 to 1985 sales decreased from $14 million to $8 million.

The-number of production facilities used by the company, including company

owned and subcontractors shrank from nine to one.



103

Gemini: First Evolution - 1985

“In 1985, the company began to source finished garments outside of
Canada, in Hong Kong. Although Gemini was driven fo global sourcing as a
response to clearly identifiable triggering events, the company did not progress
from phase one to phase two as theorized by Monczka and Trent (1991).
Gemini’s initial global sourcing efforts possessed characteristics of phases two,
three and four. Table 2 illustrates the sourcing characteristics of the company in
1985,

Of the four characteristics of phase two (Table 2) Gemini exhibited only
one - limited sourcing structure and capablliies. In 1985 the sourcing structure
was limited because it consisted of a team of only two people, the President
and one person at head office. As well, when the company began to source
outside of Canada, it was sourcing finished garments, not production. It relied
on the subcontracted foreign producers to conduct all preproduction activities,
as the company did not have the structure or personnel capabilities to manage
these activities. These preproduction activities included sourcing of inpufs such
as fabric and findings, pattern making, marker making and grading. In Figure 10
the sourcing structure in 1985 is highlighted in grey. Solid lines indicate formal
lines of reporting; dofted lines indicate lines of communication.

The other three characteristics typical of phase two were not shown by

Gemini (Table 2). For example, Gemini's inifiation info global sourcing was not a
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reactive STro’regy conducted on an ad hoc basis with increasing information
needs. Rather, the sourcing of production was conducted in a manner that was
akin fo the characteristics of phase three (Table 2). Gemini's practices mimicked
the proactive stance characteristic of phase three. The evidence for this is in the
attention and level of support given to the sourcing of production. It was the
President of the company who initiated and coordinated Gemini's initial
sourcing efforts in 1985. Further evidence is found in the phosé three sourcing
strategy two (agents based internationally - Table 2) implemented by the
company in 1985. According to Monczka and Trent (1991) the implementation
of a phase three sourcing strategy is evidence for a company’s proactive rather
than reactive stance vis a vis infermnational sourcing. From the outset, the
company utilized agents based internationally to facilitate and monitor the
foreign sourcing of production. This was also a sign that the information needs of
the company were, from the outset in 1985, higher than the information needs
of a phase two company and characteristic of phase three.

Furthermore, in 1985, Mr. Steiman’s personal attention to seeking out
subcontiractors in Korea is characteristic of phase four - top-level executive
coordination. According to Monczka and Trent (1991) top management support
for global sourcing does not emerge until phase three and top-level executive
coordination until phase four.

Gemini's initial global sourcing strategy in 1985 exhibited characteristics
of several phases - the limited structure and personnel capabilities characteristic

of phase two; the use of sourcing strategy two and proactive stance
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characteristic of phase three, and the executive level coordination

characteristic of phase four,
Gemini: Second Evolution — 1986

According to Monczka and Trent (1991) a firm progresses from phase two
o phase three because of “significant performance gains” as a result of
international sourcing. Gemini was experiencing “significant performance gains”
as a result of the competitive cost advantage achieved through the change in
sourcing strategy. By 1986, sales were increasing at 50% a year (Robertson,
1991). As aresult of the increase in sales, the company began to further
develop its sourcing structure and capabilities. Further development as a result
of the “significant performance gains”, increased sales, is consistent with
Monczka and Trent's probosiﬁon. IN1986, Gemini exhibited the proactive stance,
global perspective and sourcing strategy two consistent with phase three and
the executive level coordination consistent with phase four. Table 2 illustrates the
sourcing characteristics of the company in 1986.

In 1986, the company’s global sourcing structure and personnel
capabiliies had progressed beyond the limited structure characteristic of a
phase two company. Within a year of initiating the sourcing of finished garments
outside of Canada, sometime in 1986, management restructured the
company. Figure 11 illustrates the restructuring and additional structure

developed at this fime because of the change in sourcing strategy. Solid lines
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indicate formal lines of reporting; dotted lines indicate lines of communication.
The sourcing structure is highlighted in grey. Senior level divisional sales and
marketing positions were created, freeing the President fo concentrate on
sourcing. Another top level executive, the Technical Director, assumed
functional responsibility for sourcing along with the President of the

company. At the same time, the design function was separated from the
Design and Pattern depariment. A Product Development department
responsible for design was introduced into the organizational structure (Figure
11). Employment began to rise as human resources were dllocated in areas
such as administration, distribution, and pattern design in order to support the
increase in sourcing outside of Canada.

Another phase three characteristic exhibited by the company at this time
is viewing potential source markets from a global perspective. Gemini's global
perspective is evident in the speed with which the company negoftiated its way
through the Southeast Asia region. Rather than remaining in its original source
country, Koreaq, within approximately a year, the company had added as
source countries Hong Kong, Malaysia and Indonesia.

Monczka and Trent (1991) also expect that resistance to global sourcing
will be greatest in phase three. According to the company President, Gemini
experienced no resistance to the implementation of an offshore sourcing

strategy.
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Gemini: Third Evolution - 1987 to 1996

According to Monczka and Trent (1991), a company has progressed to
phase four when global sourcing has become an integral part of the
company’s operational strategy as characterized by executive level
coordination, an effective organizational structure, sophisticated personnel
capabilities, the use of sourcing strategies four and five and high information
needs for global sourcing. Gemini's management practices exhibit these
characteristics. Table 2 illustrates the sourcing characteristics of the company in
1996.

The change in sourcing strategy was continuing to show success. By
1991, sales had increased to $30 million, and by 1996, sales were $50 million
(Robertson, 1991). Employment grew to 300 in 1991 (Robertson), and to 425 in
1997 (Love, 1998) as the company developed its personnel capabilities to
manage the increase in sales. Facilities in Winnipeg were expanded to
accommeodate the increase in adminisirative, technical, design and warehouse
personnel required as a result of the increased volume of imported apparel.
IN1991, the company expanded head office in Winnipeg by 12,000 square
feet, converted warehouse space at head office info administrative, technical,
design and sales offices and leased an additional 40,000 square feet crecn‘ing
a new distribution centre (Robertson).

The integration of global sourcing into the company’s operational

strategy is most readily identfifiable by the changes in organizational structure.
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As the previous structure became inadequate fo meet the requirements of the
increased levels of sourcing, from 1986 to 1995, the company’s organizational
sfructure and personnel capabilities evolved in such a way that they were
consistent with a phase four company. By 1996, an Import Division, reporting to
the COO, had been established with its own administrative, fechnical and
engineering support network. Sourcing continued fo be coordinated at the
executive level but the functional responsibility now rested with two Import
Managers, as well as the Technical Director. Sourcing was no longer a part of
the President’s job description. In Figure 12 the changes in sourcing structure by
1996 are highlighted in grey. Solid lines indicate formal lines of réporting; dotted
lines indicate lines of communication.

In addition, the Design Department underwent reorganization. By 1996,
the company had added a Merchandising Department (Figure 12). This
department, working under the Product Development manager, assumed the
responsibility for sourcing inputs such as fabrics and findings such as zippers.

Previously, the overseas subconiractors had handled the preproduction
activity of sourcing inputs. The Pattern Design Department, in addition to making
the patterns for production at head office, now made all the patterns for the
production sourced outside of Canada. The Marker Making/Grading
Deparment was expanded and now graded and made markers for both
Domestic Production and the Import Division. Again, the overseas

subcontractors had previously handled these preproduction activities. Because
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of these changes in the organizational structure and personnel capabilities the
company was now able to source production as opposed to finished garments.

Gemini had also invested in its engineering capabilities and added an
Import Engineering Department fo its organizational structure. This change
allowed the company to develop supplier capabilities by providing engineering
support such as assisting with production scheduling and management, sefting
production and quality standards, and monitoring capacity for those overseas
subcontractors that needed assistance and nurturing. The company was able to
expand ifs source markets because it could explore relationships with suppliers
previously bypassed because of the overseas manufacturers’ lack of expertise
and infrastructure.

The company further reconfigured its organizational structure and
personnel capabiliies by discarding the use of foreign agents (phase three
strategy two in Table 2), in favour of hiring foreign regional representatives and
establishing regional foreign sourcing offices (phase three, strategy three in
Table 1). According to Monczka and Trent (1991), as the level of intemational
sourcing increases, . using agents based infernationally becomes inadequate in
supplying the information needs of the company and the company will progress
to establishing foreign sourcing offices. By 1996, Gemini employed 10 foreign
sourcing represenfoﬁves in strategic locations in Asia and in one critical location,
a four- person office was opened. These company representatives, all reporting
to the Import Managers, check quality, manage and monitor foreign sources of

supply, and expedite shipments of both inputs and finished production.
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Phase four companies are not precluded from utilizing phase three
sourcing strategies one, two and/or three but are further differentiated from
phase three companies through the additional use of sourcing strategies four
and five (Table 2). Strategy four involves assigning design, build and source
responsibilities to specific business units. The change in Gemini's organizational
structure described earlier reflects the use of strategy four. The design function
was assigned to Product Development. The build and source functions were
assigned to the Import Division. The company has also implemented strategy
five whereby the procurement requirements are infegrated and coordinated
across all divisions. The Import Division coordinates and manages the
production sourcing requirements across all four divisions (Children's, Men's,
Women's, and Sports). The company’s use of sourcing strategies three, four and
five also indicates that Gemini's information needs are high and consistent with
the needs of a phase four company.

By 1996, global sourcing had become an integral part of the Gemini's
operational strategy and the company can be classified as being in phase four
of the taxonomy of global sourcing development by Monczka and Trent (1991).
Gemini exhibited the executive level coordination, effective organizational
structure, sophisticated personnel capabilities, the use of sourcing strategies
three, four and five, and the high information needs, consistent with a phase

four company.
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Case Two: Western Glove Works

In this section, the evolution of sourcing at case two, Westemn Glove

Works, will be compared to the taxonomy of global sourcing development by

Monczka and Trent (1991).

Western Glove Works: Phase One — 1921 o 1990

Western Glove Works’ sourcing characteristics as compared to Monczka
and Trent's (1991) taxonomy are illustrated in Table 3. From 1921 . when the
company was founded, to 1990, Western Glove Works sourcing practices were
characteristic of phase one. Prior to 1990 the company manufactured all of ifs
apparel in company owned facilities.

According to Monczka and Trent (1 991) a firm progresses to phase two
and begins sourcing internationally as a reaction to "triggering events” in the
marketplace such as increased foreign competition, inadequacy in the
domestic supply market, changes in currency rate exchanges and competitive
advantage accruing to competitors due to foreign sourcing. Western Glove
Works' progression to phase two was not a reaction to “triggering events” such as
those suggested by Monczka and Trent. Instead, the need to source
infernationally was precipitated by the evolution of product lines. By 1990,
Western Glove Works redlized the need to augment its main product line (jeans

and jean type bottoms) to include sportswear (e.g. sweaters). If Western Glove
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The Evolution of Sourcing Characteristics at Western Glove Works

Sourcing Characteristics

Years

'21-'90

9098  '98-'00

PHASE

PHASE

PHASE

ONE

Domestic sourcing only

WO

Infernational sourcing on an ad hoc basis
Reactive stance

Increasing sourcing information needs
Limited sourcing structure and capability
THREE

Top management support

Global perspective

Proactive stance

Resistance fo»globol sourcing

Strategy 1: Buyer based domestically
Strategy 2: Agent(s) based internationally

Strategy 3: Foreign sourcing offices

(Table continues)
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Table 3 (Continued)

Year

Sourcing Characterisfics 2190  '90-'98  '98-'00

PHASE FOUR
Executive level coordination
Effective organizational structure

Sophisticated personnel capabilities

X X X X

High information needs

Measurement and rewards systems

Strategy 4: Assign design, build and
source

Strategy 5: integrate procurement

requirements

Works were to manufacture its own sportswear, it, the company would have had
to incur substantial capital assets. Hence, Western Glove Works’ need to source
internationally was a response to the company’s lack of ability to produce a

wide range of sportswear items.
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Western Glove Works: First Evolution — 1990 to 1998

Western Glove Works began sourcing sportswear in the form of finished
garments in approximately 1990. The sourcing characteristics of the company
from 1990 to 1998 are illustrated in Table 3. The company’s initial sourcing
practices possessed two phase two characteristics - sourcing on an ad hoc
basis and limited sourcing structure and capabilities; and three phase three
characteristics — top management support, proactive stance and the use of
internationally based agents (strategy two in Table 3).

The sourcing structure and capabilities were very limited because the
volumes of sportswear items at the time were foo small fo warrant substantial
investments in capital and human resources. The initial sourcing practice
adopted by Western Glove Works was fo source finished garments. This meant
that the overseas contractors were responsible for carrying out the major
preproduction activities such as procurement of fabric and findings, pattern
making, grading and marker making. By sourcing finished garments overseas,
the company was able to meet the demands of the market without additional
investments. The sourcing structure and capabilities of Western Glove Works
were very limited because the presidents of Silver and Licensed Product divisions
were responsible for sourcing finished garments for their respective divisions. The
responsibility for the day to day managing and monitoring the activities of the
overseas subcontractors rested with an assistant merchandiser. This

arrangement worked for Westermn Glove Works because the volume of
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sportswear was small at the time. In Figure 13 the sourcing structure of the
company from 1990 to 1998 is highlighted in grey. Solid lines indicate formal
lines of reporting; dotted lines indicate lines of communication.

Western Glove Works did not show the other two characteristics typical of
phase two -~ reactive stance and increasing information needs (Table 3). Rather,
the company’s decision to use intemnationally based agents to facilitate the
sourcing of finished garments was an indication of the proactive stance and
information needs characteristic of phase three in Monczka and Trent's (1991)
taxonomy. According to Monczka and Trent (1991) the implementation of a
phase three sourcing strategy is evidence for a company’s proactive rather than
reactive stance vis a vis international sourcing. Because implementing this
strategy was also necessary to meet its information requirements, it is evident
that the information needs of the Western Glove Works were higher than a
phase two company. As mentioned earlier, the divisional presidents of Silver and
Licensed Product were responsible for the sourcing of sportswear items. This is

evidence for the phase three characteristic of top management support.

Western Glove Works: Second Evolution — 1998 to 2000

In 1998, although Westermn Glove Works was capable of manufacturing its
main product line of jeans and jean type bottoms, it was driven to source
production for these items internationally as a response to a clearly identifiable

“figgering event”, that is, an inadequacy in the domestic supply market,
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specifically production capacity. In 1987, Western Glove Works opened a brand
new 12,000 square foot production facility in Winnipeg. However, throughout the
1990, as sales increased rapidly, the company was faced with a chronic
production capacity problem created by the combination of inadequate
production facilities and chronic shortage of sewing machine operators. The
company overcame limited production capacities in the early 1990's by
opening two satelite production facilities in Winnipeg and expanded its existing
facility in Winnipeg. As for the shortage of sewing machine operators, the
company lobbied the provincial and federal governménfs, without success, for
permission to import skilled workers. Hence, the chronic shorfage of sewing
machine operators faced by the company continued and Western Glove Works
began to subcontract production to facilities in other provinces in Canada. By
1998, enough production was being sourced outside the province that 700
additional sewing machine operators could have been employed in Manitoba
(McNeill, 1998).

Sales continued to increase rapidly, and, still unable to keep pace with
increased demand for its products, in 1998, under the direction of Bob Silver,
the company President, the company began to look outside of Canada for
production capacity for its main product line, bottoms.

By 2000, Western Glove Works’ overall sourcing practices possessed
characteristics of both phases three and four. Table 3 illustrates the sourcing
characteristics of the company from 1998 to 2000. The global perspective,

proactive stance, the use of infernationally based agents and foreign sourcing
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office exhibited by the company were characteristic of phase three. The
executive level coordindﬁon, sophisticated personnel capabilities, effective
organizational structure, and high information needs exhibited by the company

were characteristic of phase four.

Phase three characteristics. One phase three characteristic, global

perspective, is evident in the diverse regions from which Western Glove Works
sourced. A supply network comprised Canada, U.S.A., Pdlds’ron, Ching, Latin
America and countries in South East Asia such as Hong Kong, Korea and
Vietham. Western Glove Works also continued to exhibit the proactive stance
characteristic of phase three as seen in the sourcing strategies two and three
(Table 3) used to achieve its objectives. Further evidence of the proactive
nature of this activity is in the level of support for the sourcing of production. it
was the President of the company spearheaded the intemational sourcing
efforts.

Two other phase three characteristics Western Glove Works exhibited were
agents based infernationally and foreign based company representatives (Table
3). The utilization of these strategies differed regionally. In South East Asia,
Western Glove Works continued to rely on internationally based agents, which
was intiated in 1990. By1998, these agents, initially entrusted with sourcing
finished sportswear items only, were now sourcing and facilitating the production

of sportswear and bottoms.
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In South and Ceniral America, Western Glove Works developed ifs own
sourcing network bypassing agents (phase three, strategy two in Table 3). Head
office personnel, including the company President, Bob Silver, identified supply
sources and facilitated and monitored the sourcing of production. The
company also sent personnel from Engineering, Quality Control and Laundry to
these subcontractors to provide technical support. After approximately one year
of operating in this region, a Mexican company representative was hired to
facilitate and monitor production, giving the company a continuous presence
in the region (strategy three, Table 3).

A phase three characteristic not displayed by the company was
resistance tfo foreign sourcing. According to senior management, after
implementing international sourcing, employment in most departments other
than domestic production has increased. Employment has decreased in

domestic production areas only because of regular attrition.

Phase four characteristics. By 2000, Western Glove Works exhibited five of

the seven phase four characteristics (Table 3). First is executive level
coordination. According to Monczka and Trent (1991) top management support
for global sourcing does not emerge until phase three and top-level executive
coordination until phase four. As discussed earlier, in 1998, it was the company
President, Bob Silver, who initiated and continued to oversee the sourcing of

bottoms.
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Two other phase four characteristics exhibited by Western Glove Works
were effective organizational structure and sophisticated personnel capabilities.
When the company initiated the sourcing of production internationally for
bottoms sourced production. For bottoms, Western Glove Works supplied the
subcontractors with all fabric and findings, pattems, markers and all product
specifications including design, production, quality and engineering
specifications. In other words, the company was looking for manufacturing
capabilities only. The organizational structure and personnel capabilities for
preproduction activities to support the international sourcing of production for
bottoms were already in existence because of the size of the company (by this
time, sales were $200 million) and the volume of bottoms already being
sourced domestically.

By this time, the company’s sourcing practices for the sourcing of
sportswear items had evolved as the volumes increased. In addition to sourcing
finished garments, it had also begun to source production for sportswear. When
production for sportswear was sourced, the prcb’rices mimicked the practices
for boftoms and the company handled sourcing of inputs (fabric and findings),
and all preproduction activities such as pattern making, grading and marker
making and provided all product specifications. The practices for sourcing
finished garments remained unchanged. Whether production or finished
garments was sourced depended on the division and the particular item. The
Silver Division sourced primarily production and some finished garments for

sportswear items, and production only for bottoms. The Licensed Product
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Division continued to source primarily finished garments for sportswedr items and
production for bottoms. The Private Label Division sourced production only.

Organizational changes were made as the company evolved to
manage the increased levels of international sourcing. The company President
continued to be the gatekeeper of all aspects of sourcing and distributed
information to the divisional Presidents, and the day-to-day management of
sourcing continued at the divisional level. However, within each division, an
impor'fs department responsible for the day fo day management and
monitoring of sourcing for that division only was created. Another organizational
structure change was the addition of a foreign-based company representative
based in Mexico. In Figure 14 the sourcing structure in 2000 is highlighted in
grey. Solid lines indicate formal lines of reporting; dotted lines indicate lines of
communication.

Furthermore, to keep pace with the increase in the amount of product
sourced internationally personnel capabilities continued to develop in
departments such as administration, distribution, planning, quality contral,
design and specification development. Aside from domestic supervisory sewing
positions and domestic production management all departments at the
company were now involved with the importing of apparel. As a result, most
departments at the company saw increases in the number of personnel,

The sourcing strategies used by Westemn Glove Works also represented the
high information needs characteristic of phase four. According to Monczka and

Trent (1991), the sourcing strategy implemented by a company is indicative of
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the information requirements of the company (increasing or high). As the level of
international sourcing increases, a strategy becomes inadequate in supplying
the information needs of the company and is either replaced or used in
conjunction with a higher level sourbing strategy. In 2000, the company used
agents based internationdlly (strategy two in Table 2) in the South East Asia
region and foreign offices or representatives (strategy three in Table 2) in South
and Central America to meet its information needs. Further evidence for high
information needs is found in the company-stated priority of furthering its
infelligence gathering capabilities.

Western Glove Works currently does not exhibit two (three) of the seven
phase four characteristics. There was not sufficient information fo comment on
the rewards and measurement characteristic of phase four. There is no
evidence that Western Qlove Works had implemented strategy four, which is
assigning design, build and source responsibilities fo specific business units or
divisions. Implementing strategy five involves integrating and coordinating
procurement requirements across all divisions. Western Glove Works had not
reached the stage of coordinating procurement requirements across the
company’s three divisions, Silver, Private Label and Licensed Product. Rather,
sourcing requirements were managed independently at the divisional level.

Western Glove Works can be classified as being in phase three and four
of the taxonomy of global sourcing developed by Monczka and Trent (1991).
The company exhibits the global perspective, proactive stance and the use of

strategies two and three of phase three and the executive level coordination,



127

sophisticated personnel capabilities, effective organizational structure and the

high information needs of phase four.

Cross Case Comparison

The purpose of replication logic as described by Yin (1989) is to improve
the reliability of research results; to strengthen the evidence for or against a set
of theoretical propositions. The multi-case research design where the resulfs
from cases are compared fulfills this requirement.

In this section, the results of applying the taxonomy by Monczka and Trent
(1991) fo the evolution of sourcing practices at Gemini will be compared with
the results of applying the taxonomy by Monczka and Trent (1991) to the
evolution of sourcing practices at Western Glove Works. The extent of the
similarities and differences and possible explanations will be the focus of this
discussion.

Before embarking on the cross case comparison, it is critical to revisit a
major point by Monczka and Trent (1992), that is, companies within an industry
are not homogeneous. There are mcny differences between Gemini and
Western Glove Works that affect their comparability. Since a thorough discussion
of this subject is beyond the scope of this research only the most relevant
differences are discussed in this section. For example, the two companies
offered different product lines. Therefore, the inputs, such as raw materials and

labour needed to produce the products also differed. Gemini markets and
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distibutes outerwear whereas Western Glove Works markets and distributes jeans
and jean type bottoms and some sportswear. For Gemini, no domestic raw
material sources of outerwear fabrics could respond satisfactorily to its demands
whereas Western Glove Works currently has access ‘To domestic sources of
supply for raw materials such as denim. The fashionability of jeans is also not
defined by the raw material itself but also by the finishes applied to the jeans
after construction. In addition, outerwear manufacturing is also much more
labour intensive than jean manufacturing hence labour costs can have a
greater impact on the success or failure of an outerwear company. Alithough
the two companies are participants in the apparel industry, and face similar
economic, polifical and regulatory forces their response to these forces were
different,

Furthermore, the comparison of the evolution of sourcing practices at
the two companies is being made between and over very different time
periods. Not only was intfemnational sourcing initiated at Gemini thirteen years
prior to the initiation at Western Glove Works, Gemini had been practicing
international sourcing for eleven years whereas Western Glove Works’ history of
international sourcing was ten years for sportswear and two years for bottoms.

Further complicating the comparison is that at Western Glove Works, two
distinctly different progressions can be identified. First, in 1990, was the
international sourcing of sportswear items as finished garments. The second,
eight years later in 1998, was the international sourcing of production for

bottoms. At Gemini, there is one progression to discuss, for its only product
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category, outerwear, where the company evolved from initially sourcing finished
garments to sourcing production.

To endble the researcher to compare the sourcing practices of these two
companies fairly, the discussion will be structured in the following manner. First,
the progression from phase one to phase two at both companies will be
compared. Next, the initial sourcing practices at Gemini in 1985 will be
compared with the initial sourcing practices at Western Glove Works from 1990 —
1998 for sportswear. Then, the initial sourcing practices at Gemini in 1985 will be
compared with the initial sourcing practices at Western Glove Works from 1998

to 2000 for bottoms.

The Progression from Phase One to Phase Two

Gemini and Western Glove Works were both at one time domestic
manufacturers. At times of high demand for their products, both looked within
Canada for additional production capacity. This is characteristic of phase one
in the taxonomy by Monczka and Trent {1991).

There is no evidence that the international sourcing of sportswear in the
form of finished garments at Western Glove Works was in response to a
“triggering event’. However, each company, for its main products, was driven to
source infermnationally in response to different “tiggering events”. This is consistent
with Monczka and Trent (1991) who state that companies source internationally

in response fo “triggering events” fo satisfy “unique operational objectives”. In
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1985, Gemini was driven fo international sourcing in an effort to save a failing
company when its manufacturing costs contributed to declines in sales and
profits. The company was also in a contraction mode regarding personnel.
Western Glove Works, on the other hand, was experiencing increased demand
for its products and was operating from a position of strength in terms of human
resources. lfs international sourcing efforts for bottomns, initiated in 1998, were
driven by the need for production capacity in order to meet demand.

Monczka and Trent (1991) do not expect that all companies will progress
exactly according to the taxonomy. Competitive conditions faced by a
company may require initial sourcing practices characteristic of phase three or
four. The results of this research showed that neither Gemini nor Western Glove
Works progressed from phase one o phase two in the manner portrayed in
Monczka and Trent. For example, Gemini's initial sourcing practices were a
blend of phases two, three and four. Western Glove works initial sourcing

practices for bottoms were a blend of phases three and four.

Sourcing Practices: Gemini 1985 Compared to Westemn Glove Works 1990 —

1998

In this section, the discussion will be organized in such a way that the
initial sourcing practices at Gemini in 1985 will be compared with the initial
sourcing practices at Western Glove Works from 1990 — 1998 for sportswear. By

sfructuring the discussion in this manner, the comparison focuses on the initial
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sourcing practices for finished garments at both companies — Gemini for its
main product, outerwear, and Western Glove Works for its secondary product,
sportswear. This represents a comparison of the initial sourcing practices when
the objective is the same — finished garments.

The initial sourcing characteristics of both companies are illustrated in
Table 4. Gemini's initial sourcing practices for outerwear and Western Glove
Works' initial sourcing practices for sportswear exhibited the phase two
characteristic of limited sourcing capability cnd the phase three characteristics
of proactive stance and use of internationally based agents (phase three,
strategy two, in Table 4).

Both companies exhibited the limited sourcing structure and capabilities
of phase two, but for different reasons. The sourcing structure and copcbili’ries at
Western Glove Works were very limited because the volumes of sportswear items
at the time were too small fo warrant substantial investments in capital and
human resources. By sourcing finished garments, the overseas confractors were
responsible for carrying out the major preproduction activities such as
procurement of fabric and findings, pattern making, grading and marker
making. This practice enabled Western Glove Works to meet the demands of
the market without substantial investments.

Another reason that the sourcing structure and capabilities of Western
Glove Works were very limited was because few people were involved in it. The
presidents of Silver and Licensed Product divisions were responsible for sourcing

finished garments for their respective divisions. The responsibility for the day to



Table 4

Comparison of the Sourcing Characteristics

Gemini Western Glove Works
Sourcing Characteristics Finished Production Finished Production
Garments Garments
PHASE ONE
Domestic sourcing only
PHASE TWO
International sourcing on an ad hoc  basis X
Reactive stance
Increasing sourcing information needs
Limited sourcing structure and copability X X

(Table continues)
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Table 4 (Continued)

Gemini Western Glove Works
Sourcing Characteristics Finished Production Finished Production
Garments Garments
PHASE THREE
Top Management support X
Global perspective X X
Proactive stance X X X X
Resistance o glbbol sourcing
Strategy 1: Buyer based domestically
Strategy 2: Agent(s) based internationally X X X
Strategy 3: Foreign sourcing offices X X

(Table continues)
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Table 4 (Continued)

Gemini Western Glove Works
Sourcing Characteristics Finished Production Finished Production
' Garments Garments
PHASE FOUR
Executive level coordination X X X
Effective organizational structure X X
Sophisticated personnel capabilities X X
High information needs X X
Measurement and rewards systems
Strategy 4: Assign design, build and source X
Strategy 5: Integrate procurement requirements X

vel
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day monitoring of the activities of the overseas subcontractors rested with an
assistant merchandiser. This arrangement worked for Western Glove Works
because the volume of sportswear was small at the time.

Gemini exhibited the phase two characteristic of limited sourcing
structure and capabilities because the company was operating in a
substantially weakened position after four years of decline. lIts overall human
resource capabilities were limited and the sourcing structure consisted of a
team of only two people, the President and one person at head office. As well,
when the company began to source outside of Canada, it was sourcing
finished garments, not production. Similar to Western Glove Works, it relied on
the subcontracted foreign producers to conduct all preproduction activities, as
the company did not have the structure or personnel capabilities to manage
these activities. These preproduction activities included sourcing of inputs such
as fabric and findings, pattern making, marker making and grading.

Another piece of evidence that shows companies do not progress
through the taxonomy as proposed by Monczka and Trent (1991)is the
characteristics in phase two which were absent from both companies’ evolution
of sourcing practices. Neither company exhibited the reactive stance nor the
increasing information needs characteristic of phase two. Rather, both
companies’ decision to use internationally based agents to facilitate
international sourcing was an indication of the proactive stance and information
needs characteristic of phase three in Monczka and Trent’s taxonomy.

According to Monczka and Trent, the implementation of a phase three sourcing
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strategy is evidence for a company’s proactive rather than reactive stance vis a
vis international sourcing and information needs. Because implementing this
strategy was dlso necessary to meet information requirements, it is evidence
that the information needs of both Gemini and Westemn Glove Works were higher
than a phase two company.

The initial sourcing practices of Gemini and Western Glove Works differed
in several ways. While Western Glove Works exhibited the additional phase two
characteristic of international sourcing on an ad hoc basis and phase three
characteristic of fop management support, Gemini exhibited the executive
level coordination of phase four. These differences could be atfributed to the
relative importance of the sourcing initiative to each company. Gemini's very
existence was dependent on the success of this sourcing initiative. The atftention
and personal efforts of Mr, Steiman to seek out subco_nfrccfors overseas
indicated the critical nature of the initiative. There is no evidence of the same
level of attention and personal effort at Western Glove Works. The sourcing
initiative by Western Glove Works was not critical to its success. The sportswear
represented a minor part of its business and the success of the initiative was not

essentidl. It could be adequately managed on an ad hoc basis.
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Sourcing Practices: Gemini 1985 Compared to Western Glove Works 1998 —

2000

In this section, the discussion will be organized in such a way that the
initial sourcing practices at Gemini in 1985 will be compared with the initial
sourcing practices at Westem Glove Works from 1998 to 2000 for bottoms. By
structuring the discussion in this manner, the comparison focuses on the initial
sourcing practices for finished garments at Gemini and the inifial sourcing
practices of production for bottoms at Western Glove Works. This represents
comparing the initial sourcing practices for both companies’ main products.
Bottoms constituted a significant portion of Westermn Glove Works’ sales and the
success or failure of the initiative could impact the company more than the
initial sourcing of sportswear. Furthermore, a comparison in this manner would
reveal similarities and differences when the companies’ objectives are different;
finished garments versus production.

Greater difference in the results are found if a comparison is made
between the initial sourcing practices at Gemini in 1985 with the initial sourcing
practices for bottoms from 1998 to 2000 at Western Glove Works. The
comparison is illustrated in Table 4. As discussed earlier, in the previous section,
Gemini's initial sourcing practices exhibited characteristics of phases two, three
and four. Similarly, Western Glove Works' initial sourcing practices for bottoms
exhibited characteristics in phases three and four. The global perspective,

proactive stance and the use of internationally based agents (phase three,
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strategy two) and foreign sourcing offices (phase three, strategy three) exhibited
by Western Glove Works were characteristics of phase three. The executive level
coordination, sophisticated personnel capabilities, effective organizational
structure, and high information needs exhibited by Western Glove Works were
characteristics of phase four. These results provide further support for the
faxonomy by Monczka and Trent (1991). They state that it may be in a
company’s’ best interest for its initial sourcing practices to be characteristic of
phase three or four as exhibited by Western Glove Works.

The difference in the initial sourcing practices for each company’s main
products could be attributed to the different objective — Gemini was sourcing
finished garments, Western Glove Works production. The phase two
characteristic exhibited by Gemini was limited sourcing structure and
capabilities. As discussed in the previous section, Gemini's capabilities limited it
to initially sourcing finished garments, not production.

Another explanation for the difference in the initial sourcing practices is
that the two companies initiated international sourcing at very different phases
of the business life cycle. There was a vast difference in the resources available
to the two companies. Gemini was experiencing a serious decline in its fortunes
whereas Western Glove was in a growth mode. The two companies also differed
in size both in ferms of sales volume and employment. Gemini, when it initiated
international sourcing was an $8 million company employing approximately 200
people whereas Western Glove Works when it initiated international sourcing for

bottorms was a $200 million company employing 1200 people. This explains



139

why Western Glove Works was able fo source production instead of finished
gcrmén’rs for bottoms.

The organizational structure and personnel capabilities at the time of
initiating international sourcing at the two companies for main products were
distinctly different. At the time Western Glove Works began to source production
infernationally for bottoms it was already sourcing a sizeable proportion of its
production for bottoms within Canada. It supplied the subcontractors with all
inputs, conducted all preproduction activities in house for both domestic and
international subcontractors. Western Glove Works had the organizational
structure and the personnel in place fo support the intermational sourcing of
production. Conversely, Gemini had to rely on the subcontractors fo conduct ali
sourcing of inputs and preproduction activities because it lacked these
capabilities.

There is also a difference in the sourcing strategies initially employed by
the companies. Western Glove Works utilized both internationally based agents
(strategy two, phase three in Table 4) and foreign sourcing offices (strategy
three, bhase three in Table 4) whereas Gemini initially utilized only internationally
based agents. Regionally, in South East Asia, both companies utilized the same
strategy, internationally based agents. However, because of the proximity of
South and Central America to Winnipeg, Western Glove Works was able to
develop its own sourcing network using company personnel and employed a
local Mexican fo represent the company (phase three, strategy three in Table

4). Western Glove Works also initiated its sourcing efforts for bottoms in the post
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NAFTA era, meaning it faced a different regulatory environment than that faced
by Gemini in 1985.

Similar characteristics shown by both companies are the proactive
stance and sourcing strategy two (foreign based agents) of phase three and ’rhe‘
executive level coordination of phase four, Similarities are also found in the
characteristics neither company exhibited. According to Monczka and Trent
(1991) resistance is typically found at phase three, particularly at the buyer level
(phase three, strategy one in Table 4). Neither company employed phase three
strategy one, domestically based buyer. As well, neither company’s initigtion into
international sourcing was a reactive strategy, conducted on an ad hoc basis
with increasing information needs characteristic of phase two. Neither company

experienced resistance to international sourcing.

Sourcing Practices: Gemini 1996 Compared to Western Glove Works 1998 —

2000

In this section, the discussion will be organized in such a way that the
sourcing practices at Gemini in 1996 will be compared with the initial sourcing
practices at Western Glove Works from 1998 to 2000 for bottoms. Structuring the
comparison in this manner would reveal similarities and differences in the
sourcing practices when the companies’ objectives were the same —
production — and for both companies’ main products. For Gemini, the year

1996 is significant because it was identified by the key informant as the yvearin
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which the evolution in organizational structure, personnel capabilities and
sourcing practices as a result of the change in operational strategy from
domestic fo infernational production were complete.

Gemini's change in operational strategy in 1985 began to show
immediate results for the company as seen in increasing sales. In 1986, Gemini
egan an evolutionary process that spanned ten years. By 1996, Gemini
exhibited the global perspective, proactive stance and use of foreign sourcing
offices (phase three, strategy three in Table 4) of phase three. The executive
level coordination, effective organizational structure, sophisticated personnel
capabiliies and the high information needs were consistent with a phase four
company. In addition, Gemini had assigned design, build and source
responsibilities to specific divisions (strategy four, phase four in Table 4) and had
integrated and coordinated procuremem‘ requirements across all divisions
(strategy _five, phase four in Table 4). According fo Monczka and Trent phase four
companies are not precluded from utilizing phase three sourcing strategies one,
two and/or three but are further differentiated from phase three companies
through the additional use of sourcing strategies four and five. Thus, by 1996,
Gemini could be classified as being in phase four.

As discussed in the previous section, Western Glove Works' initial sourcing
practices for bottoms exhibited characteristics in phases three and four. The
global perspective, proactive stance and the use of internationally based
agents (phase three, strategy two) and foreign sourcing offices (phase three,

strategy three) exhibited by Western Glove Works were characteristics of phase
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three. The executive level coordinafion, sophisticated personnel capabilities,
effective organizational structure, and high information needs exhibited by
Western Glove Works were characteristics of phase four.

The similar characteristics exhibited by the companies were the global
perspective, proactive stance and foreign based sourcing offices of phase
three and the executive level coordination, sophisticated personnél capabilities,
and the effective organizational structure of phase four. |

The evidence for Western Glove Works’ global perspective is in the diverse
regions of the world from which it sourced, South East Asia and South and
Central America. Gemini's global perspective is seen in how quickly the
company negoﬁcn‘ed'fhe South East Asia, changing production regions in
response to changing world frade patterns. Both companies continued to
exhibit the proactive stance of phase three as seen in the utilization of phase
three sourcing strategies.

Changes had been made at Gemini in the organizational structure and
personnel capabilities that enabled it to source production similarly to Western
Glove Works as opposed to finished garments. By 1996, an Import Division with
its own administrative, fechnical and engineering support network had been
established. The company, similarly to Western Glove Works, was now able to
provide subcontractors with support such as assisting with production scheduling
and management, setting production and quality standards, and monitoring

capacity.
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Other changes had been made at Gemini. A Merchandising
Department assumed the responsibility for sourcing inputs such as fabrics and
findings such as zippers that had previously been handied by the overseas
subcontractors. As well, The Pattemn Design Department and the Marker
Making/Grading Department were expanded and now handled all
preproduction activities such as pattern making, grading and marker making
previously handled by the overseas subcontractors.

By 2000, Westemn Glove Works had made similar organizational changes
to Gemini as the company evolved to manage the increased levels of
international sourcing. The company President continued to be the gatekeeper
of all aspects of sourcing and distributed information to the divisional Presidents,
and the day-to-day management of sourcing continued at the divisional Iével.
However, within each division, an Imports department responsible for the day to
day management and monitoring of sourcing for that division only was created.

Furthermore, to keep pace with the increase in the amount of product
sourced infernationally personnel capabilities at Western Glove Works
developed in departments such as administration, distribution, planning, quality
control, design and specification development. Aside from domestic
supervisory sewing positions and domestic production management all
departments at the company were now involved with the importing of apparel
and saw increases in the number of personnel.

There are differences in the sourcing strategies employed by the

companies. Western Glove Works continued to exhibit the phase three
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characteristic of internationally based foreign agents, which by this time had
been discarded by Gemini. Both companies were utilizing foreign sourcing
representatives (phase three, strategy two in Table 4), however, there was a
difference in scope. By 1996, Gemini employed 10 foreign sourcing
representatives in strategic locations in Asia and in one critical location, a four-
person office was opened. Western Glove employed one foreign regional
representative as by 2000, a foreign-based company representative based in
Mexico (phase three, strategy three in Table 4) had been hired. The difference in
characteristics can be attributed to the different time span covered — ten years
at Gemini and two years at Westemn Glove Works. The two companies were at
distinctly different places in the evolution of sourcing practices. Western Glove
Works, as stated by the company, had just begun to develop its sourcing
capdabilities for bottoms. It anticipated further changes in structure and strategy
such as discarding the use of internationally based agents in favour of foreign-
based company representatives similar to Gemini. Gemini's sourcing practices
at this time were the result of fen years of evolution and development. The
comparison was being made beftween two companies at very different stages
of development regarding sourcing practices.

Gemini also exhibited the phase four characteristics of strategies four and
five not exhibited by Western Glove Works. Strategy four involves assigning
design, build and source responsibilities to specific business units. The company
had also implemented strategy five whereby the procurement requirements are

infegrated and coordinated across all divisions. According to Monczka and
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Trent (1991) a phase four company is distinguished from a phase three
company by the use of sourcing strategies four and five, Again, the difference
in characteristics could be attributed to the difference in evolutionary stage at
the two companies.

Despite the difference in evolutionary time span covered between the
two companies, the sourcing practices and thus the classification according to
the taxonomy of global sourcing development by Monczka and Trent (1991) are
remarkably similar. As illustrated in Table 4, the only difference in the
characteristics befween the two companies is the utilization of the phase three
and four sourcing strategies. Western Glove Works exhibited the phase three
sirategy of infernationally based agents whereas Gemini had assigned design,
build and source responsibilities to specific business units (strategy four, phase
four) and had integrated and coordinated the company’s procurement

requirements across all divisions.

Relevant Case Findings in Relation fo Previous Research

In addifion to the theory by Monczka and Trent (1991) the literature review
contained other research findings pertaining to sourcing. In this section, the
researcher will point out how the findings in the two cases provide evidence for

or against some of the research findings mentioned in the literature review.
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Regulatory Environment

Evidence was found in support of the importance of the regulatory
environment in apparel production location. Discussion will focus on three
aspects of the regulatory environment that were revealed in the case studies;
domestic trade policy, world trade pattermns and quota.

The importance of rade policy in shaping global apparel production
location has been the focus of research by many authors (Balkwell & Dickerson,
1994; Dickerson, 1985, 1988; Glasmeier, Thompson, & Kays, 1993). Many
researchers have also been included trade policy as one part of the complex
equation needed to explain apparel production location decisions
(Appelbaum, Smith & Christerson, 1994; Christerson, 1994; Christerson &
Appelbaum, 1995; Taplin, 1994). Support for the importance of trade policy in
shaping apparel production location decisions can be found in the evolution of
sourcing practices at Gemini and Western Glove Works.

Gemini’s operational strategy for the production of apparel, or whether
production is sourced domestically or internationally, was shaped by the trade
policies of the Canadian federal govemment. Gemini first looked outside
Canada for production of its apparel in 1975 in reaction to increased foreign
competition in the marketplace (“Focus: The fashion industry,” 1977). According
to Mr. Steiman, the company was forced to albbandon this course of action
when, in 1976, the Canadian government invoked a section of the GATT and

placed restrictive quotas on foreign produced apparel entering Canada.
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Consequently, apparel manufacturers were protected from competition from
lower priced imports. For a ten-year period, from 1975 to 1985, Gemini
maintained a domestic manufacturing strategy and experienced phenomenal
growth. The attention paid to meeting domestic demand meant that Gemini
abandoned export sales efforts and focused solely on the Canadian
marketplace. However, when quota restrictions were removed in 1981, Canada
experienced a huge influx of imported apparel. Consequently, Gemini was not
able to compete, Its sales declined until 1985 ‘when offshore manufacturing was
deemed to be a critical strategic inifiative fo save the company. In other words,
the evolution of Gemini from domestic to international sourcing was influenced
by domestic frade policies.

The primary factor in shaping Gemini's regional production location
decisions was world frade pattems. In the ten-year period from 1985 to 1995,
the company shifted from Korea, Hong Kong, Taiwan and Indonesia to Sii
Lanka, Bangladesh, India, China and Vietnam. The regional shift was not related
to individual manufacturer copcbiﬁﬁes but rather changing world frade pattemns.
Similarly, Western Glove Works decision-making process regarding apparel
production location was influenced by world trade patterns. The acceptability of
a region in light of government trade policy, given North America as the final
destination point for the apparel, was first determined. Then, the decision
making process began at the individual manufacturer level.

Quota, a non-tariff frade barier and a restriction on the quantities fraded

lbetween countries, influenced Gemini's apparel production location decisions.
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Within Gemini’s overall offshore operational strategy, quota is one of the five
conditions guiding the selection of overseas confractors. The next maijor global
regulatory change is in 2005, when, according to the Uruguay Round of the
GATT, quota on apparel products will be eliminated. Both Gemini and Western
Glove Works expressed that this regulatory change will be beneficial because of
their existing operational strategies and expect the regulatory change to have

little negative impact on their businesses.

Cost Competitiveness

Research on apparel production location from a cost comparative
perspective found cost can be one of the factors influencing production
location decisions (Appelbaum, Smith & Chris’rerson,‘ 1994; Barff & Austin1993;
Christerson, 1994; Donaghu & Barff, ]99‘0; Taplin, 1994) but cost alone was
insufficient to explain production location decisions. (Barff & Austen, 1993;
Donaghu & Barff, 1990; Mody & Wheeler, 1987).

Gemini’s change from domestic fo infernational production was driven
by the need to reduce costs in order to remain in business. Manufacturing costs
were too high domestically; as a result, the company found itself at a
disadvantage in the marketplace. Sales were declining rapidly and sourcing
production intemnationally was the company’s effort to save the business. Within
its overall offshore sourcing strategy, cost was one of the five criteria Gemini

used to select regional production locations and subcontractors within each
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region. If a given supplier's costs were higher that those necessary to bring a
product to market, that supplier was not used.

Unlike Gemini, Western Glove Works sourced production intemationally to
look for production capacity. However, similarly to Gemini, cost is one of the
ingredients Western Glove Works fook into consideration when evaluating an
infernational source of supply.

Research by Fomey, Rosen and Orzechowski (1990) and Wall et al. (1 992)
found cost competitiveness to be the primary reason for offshore location
decisions and shorter lead-time the primary reason for making location
deciéions in favour of domestic production. The evidence from Gemini supports
these researchers finding that cost competitiveness is the primary reason for
offshore location decisions. As discussed earlier, cost competitiveness was the
motivating factor behind Gemini's decision to mbve production offshore,
supporting these researchers’ findings. However, for Western Glove Works the
motivating factor for international sourcing was production capacity. Cost
competitiveness was a secondary advantage redlized by Western Glove Works
as a result of solving its capacity problem. Thus the evidence from Western
Glove Works does not support these researchers’ finding for cost
competitiveness as the primary reason for offshore location decisions, However,
evidence in Western Glove Works case does support the claim by Forney, Rosen
and Orzechowski's and Wall et al. that shorter lead-time is the primary reason for

making location decisions in favour of domestic production, The company
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states that the only advantage to domestic production when compared fo

infernational sourcing is the shorter lead-time involved.
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CHAPTER SIX

CONCLUSIONS, IMPLICATIONS AND SUMMARY

This chapter includes the conclusions, limitations, implications for further

research and a summary of the research.

Conclusions

In this section, conclusions will be presented with respect fo the objectives

of the research.

Objective One

Objective one was fo describe the evolution of sourcing practices for
finished garments and/or production at selected Manitoba apparel firms. Data
from the inferview, the self-administered questionnaire, and articles in the public
domain were collected for two companies. From these data cases describing
the evolution of sourcing practices at each company were created. The
researcher concludes that the case study method enabled objective one fo be
met.

The case study was an effective method for describing the evolution of
sourcing practices particularly given the complexity, lack of uniformity among

companies within the apparel industry and the culture of the apparel industry.
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Since the case study research design is informed by a number of sources, it
allowed the researcher to capture a halistic, vibrant and in-depth history of the
sourcing decisions over time and the events that precipitated them. Each data
collection method contributed something unique to the case study. For
example, the interview allowed the researcher to reconstruct the evolution of
sourcing practices at the respective companies from the informants’
experiences. The questionnaire yielded descriptive information to put the
practices in context of company size and products. The information gathered
from secondary sources provided historical sales, employmen_t and operational
details. In some instances, secondary data also provided corroborative
evidence.

The chosen research method aiso allowed the researcher to contribute a
unique perspective. The sourcing practices of apparel companies have, until
now, been examined in a cross sectional manner where the focus has been on
practices at a particular point in time. This research, as a result of using the case
study method, has been able to contiibute an evolutionary perspective,

Many researchers have investigated apparel production location from
different theoretical perspectives and with different emphases. All have echoed
the senfiment expressed by Appelbaum and Christerson (1997) that "One must
look beyond generalizations ... and examine the strategies pursued by specific
firms” (p. 213). The advantage of using the case study method and generating
qualitative data in the interview process was that a wide range of information

pertaining o sourcing practices at the company level was generated.
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Subsequent data analysis yielded support for more than one perspective, giving
further support for the complexity of the research topic and the ability of the

case study method to accommodate this complexity.

Objective Two and Objective Three

Objective two was to determine if the evolution of sourcing practices at
selected Manitoba apparel! fims follow the taxonomy of global sourcing
development by Monczka and Trent (1991 ). The taxonomy of global sourcing
development by Monczka and Trent conceptualizes the evolution of globai
sourcing within a company as a four-phase developmental process.

The result of pattern matching was that for each case, the evolution of
the sourcing practices appeared to follow the developmental process in
Monczka and Trent (1991). The specific characteristics and strategies within
each phase outlined by Monczka and Trent could be matched with the
sourcing practices described in both case studies. From an evolutionary
perspective, the development of intemnational sourcing at both companies
progressed similarly fo that suggested by Monczka and Trent. From the case
study, it appears that all the sourcing practices described by the two
companies could be contained within Monczka and Trents’ taxonomy. However,
the results indicate that the taxonomy could possibly be modified to reflect both
changes in the macroenvironment since the tfaxonomy was developed and

practices specific fo apparel companies. For example, since neither company
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progressed from phase one to phase two, the taxonomy could be collapsed
into three phases instead of four for apparel companies if further research
verified this resut,

The results of the cross-case comparison indicated that some of the
results were replicated. For example, neither company progressed simply from
phase one fo phase two as suggested by Monczka and Trent but exhibited a
blend of characteristics from phases two, three and/or four. A further similarity
was that neither company initiated intemational sourcing using domestically
based buyers (phase thiee, strategy one) but by using internationally based
agents (phase three, strategy two). Both companies also underwent similar
changes in ferms of organizational structure and personnel capabilities.

Monczka and Trent (1991) stress that strict adherence to the
developmental process is not necessary or desirable becauseiof the
competitive conditions faced by a company at the industry level. Even though
there were many dimensions (e.g. product category, size) in which the two
companies were different, there was remarkable consistency when the results of
patter matching were compared. The cross-case comparison improved the
reliability of the results as it showed the taxonomy could be applied to apparel
companies in fwo different product categories.

The results that fulfiled objective two allowed objective three fo be met.
The researcher was able to classify both companies according to the
taxonomy. The results of pattemn matching and cross-case comparison indicate

that Monczka and Trent's (1991 ) taxonomy is a practical framework 1o apply to
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the sourcing practices of apparel companies. From these findings, the
researcher concluded that the taxonomy of global sourcing development by
Monczka and Trent could be applied to the sourcing practices of apparel

companies,

Limitations

There were limitations to this research, Because both companies were
privately held, the researcher was not able to access financial statements that
would hove been useful in analyzing the companies’ performance. Thus, the
researcher was restricted to using secondary information such as sales and
employment figures to structure and inform the analysis.

Another limitation to the method related to the informants. The majority of
the information used to construct the cases came from an interview with an
executive level key informant. According fo Yin (1989) although the interview
should be one of the most important sources of information for a case study,
because it can be subject to problems created by poor recdl, key informant
bias or poor and/or inaccurate articulation, sources of corroboration should be
sought. The key informants did not direct the researcher to other informants.
Secondary sources of information in this case were extremely valuable in
corroborating data from the interviews.

A practical methodological limitation was that the comparison of

sourcing practices at the two companies was made over different
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chronological periods and between different eras. At Gemini the chronological
period was eleven years whereas at Western Glove Works the chronological
period covered for sportswear was ten years and for bottoms only two. Western
Glove Works, as stated by the informant, expected further evolution of its
sourcing capabilities. As well, international sourcing was initiated at Gemini
thirteen years before Western Glove Works initiated the international sourcing of
bottomns.

A further limitation was that the results of the research might have been
moderated by the size of the participating companies. Monczka and Trents’
(1991) taxonomy was based on large American multinationals whereas
Canadian apparel companies tend to be privately held SMEs (small and
medium sized enterprises). The owners and CEO's of SMEs might be more

directly involved with making sourcing decision.
Implications for Further Research

The results of this research lead to suggestions and recommendations for

further research from both a practical and theoretical perspective.
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Practical Implications

As the companies that parficipated in this research were privately held,
access to information was limited. One practical methodological consideration
would be to study publicly held companies. A major advantage of studying
publicly held companies is that the researcher would be able fo access a wide
range of information to describe the evolution of sourcing practices. For
example, annual reports contain valuable information about a company’s
decisions. The researcher would be able to seek information on sales, profits
and other valuable information on the companies’ performance.

Another way to overcome the obstacle of limited access to information
would be to negotiate for greater Iatitude for collecting information at the initial
meeting with the key informant. Negotiating greater access to individuals in the
company would also overcome the problems associated with the single
interview format such as key informant bias, poor recall and poor and/or
inaccurate articulation. Negotiation for participant observation could also
generate more conroborative evidence.

Another suggestion is to repeat the research with other product types. The
participating companies operated in different segments of the apparel market,
one outerwear, the other jeans and jean type bottoms. The results showed that
the taxonomy could be applied to both these companies. Further research with
these and other product types would provide additional evidence to ascertain

the applicability of the taxonomy by Monczka and Trent for the apparel industry.
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Theoretical Implications

The results of this research supported the findings of other research
investigating apparel production location from various perspectives, that the
complexity inherent in sourcing decisions lends support to several researchers’
conclusions that no single theory can adequately predict sourcing decisions of
- apparel companies (Appelbaum, Smith & Christerson, 1994; Barff & Austen,
1993; Christerson, 1994; Christerson & Appellbaum, 1995; Donaghu & Barff,
1990; Mody & Wheeler, 1987; Taplin, 1994). The researcher does not
recommend repeating research using a single theoretical perspective, but
rather recommends further research follow the advice of Christerson and
Appelbaum (1995) "Applying insights from various theoretical perspectives
allows for a richer, more complete picture of the processes at work” (o. 1372).
The results of this research show that the taxonomy of global sourcing
development by Monczka and Trent (1991) captures the complexity of the
sourcing practices of apparel companies. Therefore, the researcher
recommends the taxonomy by Monczka and Trent as a starting point to

structure further research.

Summary

The purpose of this research was to use the case study method to

examine the evolution of sourcing practices of apparel companies for finished
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garments and/or production by applying the taxonomy of global sourcing
development by Monczka and Trent (1991). In order to assess the applicability
of the taxonomy of global sourcing development by Monczka and Trent to the
sourcing practices of companies participating in the apparel industry, two
Manitoba apparel companies were studied.

In the spring of 2000, the interview schedule and questionnaire were
developed and pretested. During the fall of 2000 and spring of 2001 case
studies describing the evolution of sourcing practices for finished garments
and/or production at two apparel companies were wiitten. The case studies
were in the form of a single narrative chronologically sequencing the evolution
of sourcing practices for each participating company. The cases were
éons’rruc’red using several sources of information including a semi-structured
interview, a questionnaire, and information from secondary sources such as
tfrade magazines, business news journals and daily news publications. As a
validating procedure the key informant reviewed each case.

The results of each case study were pattern matched with the taxonomy

'of global sourcing development by Monczka and Trent (1991). It was found that
the evolution of sourcing practices for both cases were consistent with that
suggested by Monczka and Trent. Cross case comparison as a form of

replication logic confirmed this resut.
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INTERVIEW GUIDE

PARTICIPANT #

SECTION ONE

INTRODUCTION

Thank-you for agreeing fo meet with me today. During this interview | will
e asking you a set of questions about the sourcing of finished garments at your
company.

Remember, you may choose not to answer any questions you are not
comfortable answering. At the end of the interview, | would be happy to answer

any quesfions YOU HAVE about this research project.

TURN ON THE TAPE
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SECTION TWO — SOURCING PRACTICES

. Can you tell me what the phrase “sourcing of finished garments” means to

you?

. Can you describe to me how the interational sourcing of finished garments

is handled at your company?

. How has the international sourcing of finished garments evolved at your

company?
. What made your company source finished garments internationally?
IF EITHER OF THE FOLLOWING TWO FACTORS ARE NOT MENTIONED ASK:

A). How did the need fo satisfy customer requirements influence your
companies’

decision to source finished garments intermationally?

B). How did your competitors’ actions influence your companies’ decision to
source

finished gorrhen’rs internationally?

. Was there a crifical moment when your company redlized it needed to
source

finished garments intermnationally?

. Was there a fime that your company did not source finished garments

internationally?
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7. What types of information does your company need to obtain about the

intermnational sourcing of finished garments?

8. Do you consider what you just told me to be a low or high need for
information about the intemational sourcing of finished garments at your

company?

9. Does your company limit its search for sources of supply for finished gaments

to geographical regions?

10. Do you feel there is resistance to the international sourcing of finished

garments by company members? If yes, why? If no, why?

11. At what level is there support for the intemnational sourcing of finished

garments at your company?

12. Who in your company is responsible for the management and monitoring of

the infemnational sourcing of finished garments?

13.Can you tell me if the intermational 'sourcing of finished garments has

benefited your company? If yes, in what ways? If no, why not?

14.Are there any mechanisms in place to measure and reward global sourcing

performance?

15.Would you consider your company to have low or high need for the
integration of organizational and informational systems for the intemational

sourcing of finished garments?
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16.Can you tell me if there are uniform sourcing practices for the sourcing of
finished garments across afl divisions at your company? If no, can you

elaborate and tell me in what ways sourcing of finished garments differs
across or between divisions?

That ends the interview. Thank-you for your time today. Do you have any
questions about the research project?
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Faculty of Human Ecology
Meghan Gray, Graduate Student
Clothing and Textiles Department
UNIVERSITY ¢/o H518 Duff Rablin, Winnj I\leIan
3 » 1 »
o MANITOB A clo HoLe peg. Manitoba, Canada R3T 2N2

E-mail: umgraym@cc.umanitoba.ca

1 November, 2000

Dear Sir/Md’'am,

Your firm is participating in a research project investigating the evolution of
sourcing practices for production and/or finished garments at selected
Manitoba apparel firms. The enclosed questionnaire is the second part of a two-
part commitment made by your firm.

When the quesﬂonnofre is completed, please call me at y and | will
pick it up. :

| would like fo thank-you for your time. Your responses will be invaluable to the
qudlity of the research. Please do not hesitate to contact me or my advisor, Dr.
Lena Horne, if you have any questions.

Sincerely,

Meghan Gray Lena Horne, Ph.D
Graduate Student Assistant Professor
Clothing and Textiles Clothing and Textiles
Phone: ' Phone: 474-9914
E-mail: E-mail:

umgraym@cc.umanitoba.ca horne@ms.umanitoba.ca
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QUESTIONNAIRE

SECTION ONE

The questions in this section refer to the entire company.

1. Can you describe your companies’ product category?

2. What are the different divisions at your company?

—_—

® N O O~ DN

4. What are the total sales of your company?
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5. How many people does your company employ?

6. Can you fell me how many of these employees are sewing machine
operators?

SECTION TWO

Please complete this section for each different division at your company.

DIVISION NAME

1. For this question there is a set of answers for you to look at and choose from.
You can choose more than one answer.

How would you characterize the production of garmenits in this division?

MAKE-TO-STOCK - Garments in this division are shipped
from finished goods, "off the shelf', and therefore is finished prior

to a customer order arriving.

MAKE-TO-ORDER - Garments are manufactured

“after receipt of customer orders.

MADE -TO-ORDER - Manufacturing does not begin production

on the order until all design specifications are determined by the

customer.

OTHER, SPECIFY :
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. For this division can you tell me the breakdown of manufactured cost for

LABOR;
MATERIALS; and
OVERHEAD
as a percent of total manufacturing cost?
. What is the average lead-time for the production of garments in this division?

. Would you consider the products in this division to be

FASHION,

BASIC,

SEASONAL, and/or
STAPLE. ?

. How many lines are designed each year in this division?

. For this question there is a set of answers for you to look at and choose from.

You can choose more than one answer.

The produci(s) in this dlivision are currently in which of the following stage of its

life cycle:
INTRODUCTORY STAGE - Primary demand is starting to grow.

GROWTH STAGE - Demand growing at 10% or more annually
in real terms.
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MATURITY STAGE - Products or services familiar to vast majority

of prospective users.

DECLINE STAGE - Products viewed as commodities: weaker

competitors beginning to exit.

OTHER, SPECIFY

7. Are the garments in this division produced in:
% MANITOBA;
% CANADA; or
% OTHER, SPECIFY?

8. Are the manufacturing facilities where the garments in this division are
produced:

% Owned by your company;
% Partly owned by your company;

% Contractors; or
% Other?
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APPENDIX C

Letter of Approval — Human Ecology Ethics Review Committee



180

an

THE UNIVERSITY OF MANITOBA DEPARTMENT OF FAMILY STUDIES 219 Human Ecology Building

Winnipeg, Manitoba
Canada R3T 2N2

(204) 474-8053
(204) 474-7592 FAX
higgitt@cc.umanitoba.ca

28 June 2000

Dr. Lena Homne & Ms. Meghan Gray
Department of Clothing and Textiles
University of Manitoba

The Ethics Review Committee has considered your submission, #0012 “Sourcing Practices of

Selected Manitoba Apparel Firms.” The committee finds this proposal meets the guidelines and is
approved.

Sincerely,

[}

S

Nancy C. Higgitt, PhD
Chair

Faculty of Human Ecology Ethics Review Committee
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APPENDIX D
Letter of Introduction
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Faculty of Human Ecology

Meghan Gray, Graduate Student
Clothing and Textiles Department

U NIVERSI TY c/o H518 Duff Rablin, Winnipeg, Manitoba, Canada R3T N2
of MANITOBA Ph: (204) §

E-mail: umgraym@cc.umanitoba.ca

Mr. Michael Silver
Western Glove Works
555 Logan Ave
Winnipeg, MB

R3A 0S4

Dear Mr. Silver,

As you are aware, | am presently a graduate student in the
Department of Clothing and Textiles at the University of Manitoba. The last
step for me to complete in this process is my thesis. For my Master’s
thesis | am investigating the evolution of sourcing practices for production
and/or finished garments by Manitoba apparel firms. | have selected your
firm to solicit for participation in my research because my preliminary
investigation has shown your firm to be progressive, successful and an
industry leader in the area of global sourcing.

The objective of my research is to describe the evolution of sourcing
practices for finished garments at selected Manitoba apparel firms. In
doing so, | will be applying a model of global sourcing development to see
if this model can be applied to your firm. | am interested in whether apparel
firms go through the stages the model suggests. Because what you do
may be different from what the model suggests, regardless of the fit of the
model to the apparel industry, ultimately, | would like to be able to describe
what your firm has done over time when sourcing production and/or
finished garments.

To enable me to describe the evolution of sourcing practices, | will
be using the case study research method. The case study method is a
research method or describing and understanding events, processes
and/or outcomes in great depth within their real-life setting. Participation in
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this research would involve a two-part commitment. The first is an
interview with either yourself and/or someone involved in sourcing at your
firm during which | would ask a series of questions about the historic and
current practices pertaining to sourcing of finished garments at Western
Glove Works. The second is a short, seif-administered pencil-and-paper
questionnaire, which could require the input of a number of different people
at your firm such as the CEOQ, the CFO, the Import Manager and/or
Merchandise Manager.

This research has been approved by the Human Ecology Ethics
Review Committee. | would like to stress the voluntary nature of your
participation. If you choose to participate, you would be free to withdraw
anytime; you and your representatives do not have to answer any
questions that you do not feel comfortable answering. To ensure
accuracy, you would also be asked to review the case after it is written.

The final product of my research is a bound copy of the thesis that
will be available to the public through the University of Manitoba Library
system. Hence, a critical issue for you to consider is how you would like to
handle the naming of your firm if you agree to participate. We can talk
about this over the phone in the near future.

| would like to thank you for your time and consideration. Your
participation would be invaluable to the quality of my thesis and would
contribute greatly to the scant body of knowledge on the sourcing practices
of apparel firms. | will be calling you in a week to discuss with you whether
your firm would consider participating and the conditions under which you
would feel comfortable participating. Please do not hesitate to contact me
or my advisor, Dr. Lena Horne, if you have any questions.

Sincerely,

Meghan Gray Lena Horne, Ph.D
Graduate Student Assistant Professor
Clothing and Textiles Clothing and Textiles
Phone: Phone: 474-9914
E-mail: E-mail:

umgraym@cc.umanitoba.ca horne@ms.umanitoba.ca
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APPENDIX E
Cover Letter for Case Review by Key Informants
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Faculty of Human Ecology
Meghan Gray, Graduate Student
U Clothing and Textiles Department
NIVER SITY c/o H518 Nuff Roblin, Winnipeg, Manitoba, Canada R3T2N2
ofF MANITOBA Ph: (204)

E-mail: umgraym@cc.umanitoba.ca

Mr. Michael Silver
Western Glove Works
555 Logan Ave
Winnipeg, MB

R3A 0S4

Dear Mr. Silver,

First of all, | would like to thank-you again for your generosity and
invaluable contribution. Your participation has contributed greatly to the
scant body of knowledge on the sourcing practices of apparel firms. | am
very excited to be able to send you the draft case for you to review for
accuracy.

As outlined in my initial letter to you, reviewing the completed case for
accuracy is the final part of your company'’s participation in this research.
After you have reviewed the case, | will then be applying a model of global
sourcing development.and analyzing for similarities and differences.

The objective of the case is to describe the evolution of sourcing practices
for production and/or finished garments at your firm. In doing so it was
important to frame the evolution of sourcing practices within the historical
context of your company’s development. This has enabled me to develop
the greatest possible understanding. The information used in constructing
the case has come from several sources: from our interview, the
questionnaire, and a number of articles that are in the public domain. |
have included a complete reference list, found at the end of the draft case,
for all these sources of information.
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I will be calling you in a week to determine a time to meet in order to
address any concerns you have. Please do not hesitate to contact me if
you have any questions.

Sincerely,

Meghan Gray

Graduate Student

University of Manitoba

Clothing and Textiles

Phone:

E-mail: umgraym@cc.umanitoba.ca
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APPENDIX F
Case Approval letter
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Faculty of Human Ecology
Meghan Gray, Graduate Student
A Clothing and Textiles Department
U NIVE RSITY ¢/o H518 Duff Roblin, Winnipeg, :Iarﬁtoba Canada R3T 2N2
oFf MANITOBA Ph: (204 ' '

E-mail: umgraym@cc.umanitoba.ca

November 15, 2001

Mr. Michael Silver
Western Glove Works
555 Logan Ave
Winnipeg, MB

icke

Dear M Siver,

Thank you for taking the fime to meet with me to review the case of the
evolution of sourcing practices at your company.

In order to properly document the research process | would like to ask if you

would sign this letter indicating that you are sdfisfied with the content of the
case. .

My apologies for not having this for you to sign at our meeting, but | was
unaware of the need fo request your permission fo use the case in writing.
I, Michael Silver, have reviewed the following case for accuracy:
The Evolution of Sourcing Practices at Selected Manitoba Apparel Firmns

Case Two
Western Glove Works

Signature ] o
pate  Dec. /?/ /o /
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Thank you for your aftention o this matter. | will call you in one week to
arrange to pick up the letter.

Sincerely,

Meghan Gray

Graduate Student

University of Manitoba

Clothing and Textiles

Phone: 831-0423

E-mail: umgraym@cc.umanitoba.ca
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Faculty of Human Ecology

Meghan Gray, Graduate Student

Clothing and Textiles Department
UNIVERSIT Y ¢/o H518 Duff Roblin. Winnipeg, Manitoba, Canada R3T 2N2
of MANITOBA Ph: 204)

E-mail: umgraym@cc.umanitoba.ca

November 15, 2001

Mr. Gary Steiman
Gemini Fashions
61 Juno Ave,
Winnipeg, MB
R3A 1TI

: é[w“ﬂ ‘
Dear _Mr-Steirdm,

Thank you for taking the fime to meet with me to review the case of the
evolution of sourcing practices at your company.

In order to properly document the research process | would like to ask if you

would sign this letter indicating that you are satisfied with the content of the
case.

My apologies for not having this for you to sign at our meeting, but | was
unaware of the need to request your permission fo use the case in writing.

| l, Gary Steinam, have reviewed the following case for accuracy:

Case One
/Gemini Fashions of Canada Ltd.

Signcn‘ug 7 A
/féx/ 70 ~0/

Date

The Evolution of So%ing Pracftices at Selected Manitoba Apparel Firms
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Thank you for your attention to this matter. | will call you in one week to arange
to pick up the letter,

Sincerely,

Meghan Gray

Graduate Student

University of Manitoba

Clothing and Textiles

Phone:

E-mail: umgraym@cc.umanitoba.ca



