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Chapter 1: Introduction

Over the past decades, the economies of the world have become increasingly
interdependent. Consequently, firms in all types of industries operate in highly
competitive environments and have come under pressure to cut costs and maximize
profits. To survive in these highly competitive marketplaces, firms — particularly in
developed countries — are continuously seeking offshore opportunities, disaggregating
themselves and relocating their value chain activities across borders, in particular to
developing countries and low-cost locations (Contractor, Kumar, Kundu, & Pedersen,
2010; Javalgi, Dixit, & Scherer, 2009; Jensen, 2009; Jensen & Pedersen, 2012).

Traditionally, offshoring has focused on semi-finished goods and low-value chain
manufacturing activities in developing countries, while retaining creative and innovative
value chain activities like R&D, design and others advanced tasks in developed
countries (Mudambi, 2008). The offshoring of low-value-added activities was mainly
driven by cost.

More recently, a shift has been observed in the offshoring of activities, which has been
labeled “innovation offshoring” (Ernst, 2006); implying that “offshoring is now entering
its next phase” (Lewin & Couto, 2007; Manning, Massini, & Lewin, 2008). It has been
observed that more advanced, innovative, new product development, high-quality
manufacturing and R&D-related activities have started to relocate to developing
countries (Demirbag & Glaister, 2010; Huang, Chung, & Lin, 2009; Kotabe, Mol, &
Ketkar, 2008a; Kotabe, Mol, & Murray, 2008b). This shift has been fueled by
liberalization and economic reforms in developing countries, and enterprise level
strategies for getting access to know-how, markets, skilled workers, resources and
reliable partners in firms in developed countries (Javalgi et al., 2009; Mudambi, 2008;
Sachs & Warner, 1995).

Offshoring may be seen as a continuous learning process (Manning et al., 2008) for
involved partners, in which learning is a dynamic process over time (Dodgson, 1993).
The increased sophistication of the next-generation outsourcing activities has offered
learning opportunities for developing-economy suppliers (DESs) to acquire advanced
technology, the latest product developments and production skills, R&D and knowledge
of international markets, which can facilitate their competitive advantage on an
international level (Doh, 2005; Li, Wei, & Liu, 2010). Moreover, the sophistication of



offshoring is opening new frontiers and learning opportunities for DESs to engage in
high-value-added operations and services. Consequently, offshore outsourcing might be
an effective mode by which DESs can reduce the inherited limitations and bottlenecks
that restrict their development and movement in the value chain (Li et al., 2008; Luo &
Tung, 2007). Furthermore, the involvement of DESs in offshore outsourcing motivates
them to adopt specific strategies and deliberate actions in order to enhance their learning
for future development. Therefore, it should be interesting to investigate how DESs
actually learn in the context of offshoring ties and why they learn in specific ways.

1.1 Rationale of this Research

Offshoring and outsourcing have been at the top of managerial agendas in international
business (I1B) in recent decades. The offshoring of research and development (R&D) and
advanced activities is a strategic necessity for some modern firms, as it can help expand
a firm’s competitive options (Carmel & Tjia, 2005). The speeding up and spreading of
offshore outsourcing over the past decades have inspired a huge body of research to
investigate the various motives and drivers of firms adopting offshore outsourcing.
Existing research has suggested that the most dominant drivers for offshore outsourcing
have been related to cost, resource seeking, rationalization, efficiency, search for
strategic assets and corporate transformation (Dunning, 2000; Eden & Monteils, 2000;
Hatonen & Eriksson, 2009; Kakabadse & Kakabadse, 2005; Kotabe & Murray, 2004).

Offshore outsourcing forms a fundamental stage of a firm’s internationalization process,
and has become an indispensable source for firms to access and gain competitive
advantage in the global economy (Andersen & Christensen, 2005; Jensen, 2009;
Karlsen, Silseth, Benito, & Welch, 2003; Korhonen, Luostarinen, & Welch, 1996).
While the emphasis in the international management literature traditionally has been on
the benefits for multinational corporations (MNCs) and firms from developed countries,
a few authors have considered what offshore outsourcing means for DESs. Welch and
Luostarinen (1993) argued that the relationship between parties has the potential to
benefit both, resulting in gaining experience and learning from one another. Offshore
outsourcing collaboration can be seen as a dyadic relationship and a potential source of
inter-firm learning (Mikkola, 2003); such partnerships may create learning benefits and
thus help to build resources and value for both partners (Kedia & Lahiri, 2007).



Therefore, offshoring can be seen as a learning process (Manning et al., 2008), and has
effects on both outsourcer’s and outsourcee’s learning, resource acquisition, and value
creation. Thus, it is argued that offshore outsourcing can be seen as a means by which
DESs can mitigate the inherited constraints, develop capabilities for further
developments and engage in value-added operations.

1.2 Research Purpose and Questions

The past decade has seen an on-going process of disintegration of the value chain and
distribution of operations and manufacturing activities. The offshoring of manufacturing
from developed countries to developing countries has been widely addressed in the
existing international business (IB) literature (Buckley & Pearce, 1979). Therefore, the
literature repeatedly mentions the strategic implication for firms from developed
countries (that is, outsourcers) and the subsequent impact of offshoring on them (Doh,
2005; Kotabe, 1990; Kotabe & Mudambi, 2009; Martinez-Noya & Garcia-Canal, 2011;
Quinn & Hillmer, 1994). For instance, a large number of studies have examined the
impact of offshore outsourcing on the value creation of developed country firms in cost
reduction, knowledge and resources acquisition, improving agility and flexibility in their
operations, enhancing focus on strategic and value-added operations, mode changes,
improving overall performance (Benito, Dovgan, Petersen, & Welch, 2013; Bertrand,
2011; Contractor et al., 2010; Hijzen, Inui, & Todo, 2010; Jensen, 2009, 2012; Kotabe
& Mudambi, 2009; Mukherjee, Gaur, & Datta, 2013; Raassens, Wuyts, & Geyskens,
2014).

Beside such beneficial impacts, there are also certain challenges and negative impacts
associated with large-scale outsourcing of knowledge-intensive activities. For instance,
the outsourcing could hallow out or lead to a lack of solid basis for innovation and
learning (Bettis, Bradley, & Hamel, 1992; Chesbrough & Teece, 1998; Kotabe, 1998),
being associated with hidden costs (Larsen, Manning, & Pedersen, 2013) and impeding
the building of resources (Jensen, 2012).

Despite extensive coverage of offshore outsourcing, only a limited amount of focus has
been placed on the impact of offshore outsourcing on outsourcee, and particularly on
developing-country firms and their strategies. Although some studies have addressed
the impact of offshoring on developing countries at the macro and mezzo levels (Ernst



& Kim, 2002; Feenstra, 1998; Humphrey, 2001; Markusen, 2005; Schmitz, 2006), this
has rarely happened at micro or firm level. To the extent that the IB literature on the
offshoring of multinational corporations (MNCs) has addressed the micro perspective,
it has tended to focus mainly on the issue of equity modes, studying outsourcees as
subsidiaries of foreign multinationals. With some exceptions (Jensen, 2009; Li, Wei, et
al., 2010), little is known about the non-equity modes (Hansen, Schaumburg-Muller, &
Pottenger, 2008), particularly in vertical relationships such as offshore outsourcing.
Despite, a considerable interest in offshoring of advanced tasks (Ernst, 2006; Lewin &
Couto, 2007; Manning et al., 2008), its impacts on developing economies firms (DESSs)
are still unclear (Kenney , Massini , & Murtha 2009). Therefore, there is a need for
empirical investigations and theory development related to firms’ (DESs and
outsourcers) learning and development (Bunyaratavej, Hahn, & Doh, 2007). Thus, it
should be interesting to investigate the impact of offshore outsourcing on DESSs; how
DESs formulate their strategies to learn in offshoring ties and why they do so in specific
ways. Therefore, the goal of this study is to explore the learning impact of offshore
outsourcing on DES, and to make a theoretical and practical contribution in order to
understand:

Research question 1- How do developing economy suppliers (DESs) learn through
their work with multinational corporations (MNCs) engaging in offshore
outsourcing?

Research question 2- What influences developing economy suppliers (DESSs)
learning? (in other words, why do they learn in the ways they do)?

These questions will help identify and describe the various processes, modes and
dynamics that a firm from a developing country goes through when it acquires, absorbs
and applies new learning in its offshore outsourcing engagements. Once the processes
and modes of learning are identified, it is equally important to identify and understand
why it learns the way it does, what are the underlying reasons and outcomes that
motivate DES’s choice of various modes of learning over others.

1.3 Research Perspectives

It is important to be explicit about the underlying philosophical assumptions concerning
what constitutes valid research and which research method is appropriate for the
development of knowledge related to a particular research topic. Therefore, to conduct

4



and evaluate any research, it is important to know what these assumptions and
perspectives are. Laudan (1989) identified that every study has several specific theories
for guidance. Similarly, Gephardt (1999) classified research paradigms into three
philosophical categories: positivism, interpretivism and critical postmodernism. The
present study adopts an interpretive research approach. This approach is rooted in the
philosophy of interpretivism, also known as the interprevist paradigm (Prasad & Prasad,
2002). The interpretive approach relies on the ontological grounds that humans construct
and reconstruct their realities, which are understood to be produced through on-going
interactions. Humans and human intentionality are central to the interpretivist approach
(Lincoln & Guba, 1985), the premise of which is based on the notion of ‘social
construction of reality’ (Berger & Luckmann, 1966). The interpretivist perspective does
not focus on the notion of objective reality; rather, it focuses on the subjective and inter-
subjective meanings to obtain multiple realities and viewpoints on phenomena. In this
approach, the major task of the research is to understand out the interpretations of
various actors regarding the social reality in specific settings and bring them into
conjunction as much as possible (Guba & Lincoln, 1989).

Overall, this study aims at developing the outsourcing literature. Furthermore, in the
presence of prior limited research on learning of advanced and innovative manufacturing
activities in DES, it seems that a ground-up approach is necessary to build greater
understanding. Glaser & Strauss (1967) suggested a grounded theory approach as a
viable technique for conducting research that focuses on interpretive processes by
analyzing “ the actual production of meanings and concepts used by the social actors in
real settings” (Gephart, 2004, p. 457). In principle, the current research addresses the
investigated phenomena through observation in an inductive manner (Eisenhardt, 1989)
in order to develop an initial conceptual framework.

As no phenomenon is completely disconnected from existing knowledge, starting from
a complete clean slate is “neither practical nor preferred” (Perry, 1998, p. 788).
Therefore, researchers need theoretical sensitivity based on broad familiarity with
existing theories to generate new theories (Timmermans & Tavory, 2012). Furthermore,
adherence to a purist inductive approach, assuming no prior theoretical understanding,
would seem like a risky approach, that can lead to methodological challenges (Miles &
Huberman, 1994) as well as creating hurdles in conceptual innovation. Induction may

have a vital place in qualitative research, but induction doesn’t in itself sustain theory-



building. Therefore, there seems to be a general observation that the inductive focus,
and grounded theory have not delivered on the promise to develop theories. Therefore,
abduction has increasingly been adopted as a logical choice to bring new ideas into a
scientific field (Peirce, 1935).

Due to the multiple relations and complex nature of the process of outsourcing, it is
necessary to integrate knowledge from existing areas of research, including
organizational learning, offshore outsourcing, dynamic capabilities, value chain,
supplier relations and internationalization literature to develop an understanding. The
existing research can be used to inform data collection and analysis, without confining
the research to existing theories. Therefore, a constant interplay between ideas from
existing theories and evidence emerging from the observed data should be maintained
for discovering new variables, relationships and anomalies (Timmermans & Tavory,
2012) at different stages of the research (Ragin, 1992). This is the essence of the
abduction, as explained in-depth in Chapter 3.

Based on the interpretive research approach, the empirical inquiry is operationalized
through a multiple-case study design, with an inductive logic. The multiple case study
design includes 4 case studies of intra-firm and inter-firm offshoring of R&D to explore
several instances of the phenomenon in different organizational settings so as to develop
a well-rounded understanding and to gain potentially wider applicability. The choice of
the case study strategy is commensurate with the nature of research questions and the
purpose of the research (Yin, 2009).

Data was collected in the period January 2013-April 2013 and was obtained through
multiple sources including face-to-face, telephone and Skype interviews (mostly used
for follow-up interviews and clarifications), website audits and related documents such
as annual reports, media, press releases, special bulletins, etc., as well as insights from
industry professionals, research/universities and trade bodies. The quality of the
research was assured through triangulation of data, cross-checking of case analysis
reports and summaries from respective respondents, experts, as well as confrontation of
findings with existing literature and related explanations.

The empirical research involves developing detailed case studies and cross-case analysis
to identify patterns of similarities and differences across cases (Eisenhardt, 1989; Yin,
2009). Chapter 2 will outline the research perspective and approach in detail.



1.4 Research Significance

The problems and gaps addressed in this current research are important for both theory
and practice. Offshoring is a fundamental element in the on-going reorganization of the
world’s economy and remains high on managerial agendas. In the late 1980s and early
1990s, the global sourcing of components and products was a key trend among
manufacturing firms, and has since been expanding by incorporating new trends,
dimensions and forms of outsourcing — namely, business processes, services, and
information technology, among others. Until quite recently, offshore outsourcing was
basically fueled by the purpose of cutting costs and staying competitive. More recently,
offshore outsourcing has been a means of accessing supplier competencies and resources
that would otherwise remain inaccessible. It has been realized that special competencies
can emerge from the relationship between the outsourcing firm and the suppliers (Dyer
& Singh, 1998). The offshoring of more advanced, innovative, R&D and high-value
business tasks has recently emerged in this field, and research is growing rapidly.

With some exceptions, however, most of the research on offshore outsourcing focused
on the impact on outsourcing firms, while neglecting the impacts on their suppliers
(outsourcees) in general, and specifically in developing countries. In connection with
the recent offshore outsourcing of advanced tasks, this study will address the impact on
suppliers (that is, DESSs) to better understand and obtain timely knowledge about this
under-researched area. Several researchers have called for research to delve into the
integration of developing countries suppliers’ perspectives regarding offshore
outsourcing (Bruton & Lau, 2008; Hansen et al., 2008; Priem & Butler, 2001).
Specifically, this research seeks to contribute to the emerging literature on offshoring of
advanced manufacturing activities (Jensen, 2009; Jensen & Pedersen, 2012) by
enhancing the existing understanding of the learning effects (Jensen, 2009) in
developing-country firms (Hansen et al., 2008).

Therefore, from a theoretical perspective, this research contributes to the field of
offshore outsourcing while considering the outsourcee/ supplier’s perspective; this is
done by exploring the various impacts (such as learning and capability development)
and the underlying outcomes that influence/motivate DES’s choices among various
modes. Practically, this research enables managers, entrepreneurs, decision makers and
strategists in supplier firms to understand how they can use offshore outsourcing as
precursors for learning, development of future business strategies and organizational



change. Furthermore, it will also assist the decision makers in foreign firms
(outsourcers) in carefully choosing the right partners and extend their support to them
for better alignment and performance, at the same time mitigate the risk of nurturing
potential competitors under their sleeves.

In short, the current study’s unique position is based on the combination of three aspects:
(1) analyzing outsourcing- and in particular the outsourcing of advanced and value-
added activities from the perspective of DES (that is, the outsourcee) rather than from
the perspective of a developed-economy outsourcer; (2) viewing and analyzing
outsourcing practices as a learning process; and (3) viewing such learning in the context
of its influence on the international developments of DES.

1.5 Thesis Structure and Organization

This dissertation consists of seven chapters. Figure (1) shows the organizing structure
of the current dissertation. The structure reflects an effort to gradually present an
iterative research process in a sequential manner. The actual analysis employs the
abductive approach, and was therefore based on the continuous modification between
the original framework, the data and the analysis. Therefore, all the chapters represent
mature stages of the research that gradually evolved during the research period.

Chapter 1 introduces the study and presents the rationale, research purpose, research
questions and the overall organization of the thesis. It is followed by Chapter 2, which
presents the perspective, approach and research methodology of the empirical research
in detail, along with the multiple-case study design and the methods and procedures used
for data collection and analysis. Issues related to research quality and validity are also
mentioned and discussed in this chapter. Chapter 3 elaborates on the literature review
while addressing literature related to outsourcing and offshoring, internationalization,
learning, capability development and movement in value chain in order to develop a
conceptual lens. This is a basis for an effort that provides an initial, tentative model for
empirical inquiry.



Figure 1: Thesis Organization
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After presenting the motivation for the current study as well as research perspectives,
research approach and literature review, the dissertation enters the analysis stage. The
analysis consists of three chapters: individual case presentation and analysis, cross-case
analysis and the discussion. The individual case presentation in Chapter 4, includes
seven subsections: case overview; emerging dimensions related to the main learning
domains; modes, reasons and their overall impact on DESs development; derived model
as the combined effect of the emerged dimensions; evaluation of fit between the case
reality and the suggested model, case-specific answers to main research questions, and
finally a short graphical presentation of main findings. Only one case is included in
Chapter 4; the full presentation and analysis of the remaining three cases are available
in appendices’ VII, VIII, IX, X, XI and XII respectively. Chapter 5 contains the cross-
case analysis of all four cases. It aims at conceptual refinement and fine-tuning through
comparative analyses of the identified dimensions (domains, ways and reasons) and
their combined effect on the developments. Chapter 5 concludes with the emerged
dimensions, their effect on overall developments, answer to research questions and the
overall model.



The discussion of findings in Chapter 6 challenges existing literature with the emerging
findings, where certain aspects are fully consistent with the existing literature, some are
partially in agreement, while others are not supportive of the existing literature. Finally,
new dimensions are presented, propositions are drawn, aggregate developments are
identified and a fine-tuned model is presented.

The discussion is followed by Chapter 7, in which the existing internationalization
paradigms are challenged with the emerging findings to have a theoretical understanding
of the identified developments and the theoretical contribution to internationalization
(internalization process) of firms from developing economies, as well as linkages to
outsourcing literature, with a focus on the DES perspective.

Finally, conclusions are presented in Chapter 8, which also evaluates the quality of the
current study, identifies its main contribution, suggests future implications and
acknowledges its limitations.
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Chapter 2: Research Perspective and Approach

The purpose of the current chapter is to provide an overview of important research
philosophies and methods. More specifically, the current chapter will discuss and
explain the adoption of particular research paradigm and the methods in order to
accomplish the current study’s research objectives.

2.1 Research Perspective

2.1.1 Research Paradigm

Like other fields in international business, offshore outsourcing ties have been
investigated from diverse research approaches (Ghauri & Grgnhaug, 2005; Piekkari,
Welch, & Paavilainen, 2008; Welch et al., 2011), and researchers in this field are heavily
relying on methodologies used in both the natural and social sciences. This also means
that researchers in the field are actively participating in common philosophical and
paradigmatic debates regarding the use and appropriateness of various approaches.
Similarly, this has also led to disputes about positivistic and interpretivist
epistemological and ontological concerns, about deductive and inductive approaches to
theory development, and about purist versus pragmatic views on research methods and
their combination (Ghauri & Grgnhaug, 2005; Lincoln & Guba, 2000; Suddaby, 2006;
Timmermans & Tavory, 2012).

Positivism and Interpretivism

In the domain of research methodology, interpretivism and positivism can be seen as
two main philosophies or research paradigms at the center of methodology debates.
These paradigms rests on different epistemological and ontological assumptions,
contrasting characteristics and nuances, and they are generally considered as being in
opposition (Lee & Baskerville, 2003).

The positivist philosophy has roots in logical positivism. It treats the phenomenon of
interest as single, tangible and fragmentable, and believes that a unique, best description
of any chosen aspect of the phenomenon is achievable. The positivist paradigm views
the researcher and the object of inquiry as separate, and inquiry as such to be value-free
(Creswell, 2003; Orlikowski & Baroudi, 1991). It holds a hypothetico-deductive
approach to knowledge and analysis, with the aim of generating nomothetic outputs, and
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claims that time- and context- free generalizations are possible. Positivism does not
differentiate between natural and social sciences, and considers the methods of natural
sciences to be equally applicable to social sciences as well (Lincoln & Guba, 1985).

Positivists believe that objectivist (non-involvement) research is perfectly feasible, and
actually, the only genuine way to acquire an objective understanding of a phenomenon
(Lee & Baskerville, 2003; Weber, 2004). In practice, positivist research support the
existence of a priori relationships within a phenomenon, which is typically examined
with structured instrumentation to test theory and generating predictive understanding
of the phenomenon (Lee & Baskerville, 2003; Lincoln & Guba, 1985).

However, positivism has been strongly criticized by many organizational researchers
who consider the paradigm to be inappropriate and ineffective for studying social and
organizational phenomena or processes (Glaser & Strauss, 1967; Lincoln & Guba, 1985;
Prasad & Prasad, 2002). Consequently, the conceptualization of science in positivism is
considered to be inadequate by many, because it confuses the relationship between the
context of discovery (genesis of theories) and justification (testing of theories) (Lincoln
& Guba, 1985). According to critics, positivism is mainly concerned with prediction and
control, and with temporal and contextual independence of observation and explanation,
at the cost of ignoring understanding. Similarly, it also suffers from an overdependence
on operationalism. Thus, positivism fails to deal with the interacting aspects of
conceptual-empirical relationships, and its characteristics of determinism and
reductionism remains its main shortcoming (Lincoln & Guba, 1985; Mason, 2002).
Furthermore, positivism tends to completely ignore the presence and influence of
humans and human intentionality, which are not only integral but critical to
organizational settings and processes. This is seen as a major limitation of positivism,
because it produces research with human respondents but ignores their humanness
(Lincoln & Guba, 1985).

In contrast to positivism, humans and human intentionality are fundamental to the
interpretivist paradigm (Lincoln & Guba, 1985), which rests on the notion of ‘social
construction of reality’(Berger & Luckmann, 1984). The interpretivist philosophy
rejects the notion of a single, objective reality. Instead, it acknowledges the existence of
multiple realities, which are socially constructed by human actors (Neuman, 2011).
Therefore, search for meaningful elements in a complex, multilayered and textured
social world is vital in interpretivism (Mason, 2002). Interpretivists believe that the actor
and the phenomenon or situation under investigation cannot be separated if one seeks a
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holistic understanding and, hence, rejects the belief based on value-free inquiry (Lee &
Baskerville, 2003; Lincoln & Guba, 1985). The interpretivist paradigm focuses on
people‘s subjective and inter-subjective meanings to obtain perspectives on a
phenomenon and to understand the particular contexts in which people act, and react
(Maxwell, 2005). Hence, interpretivism adopts the position that the knowledge of reality
is socially constructed by human (Walsham, 1995).

The interpretivist paradigm is inappropriate if the goal is to discover universal laws
about human relationships and affairs, as individuals, groups, and other organizational
units are unique in their actions and dealings. In such cases idiographic theorizing may
be a better approach (Orlikowski & Baroudi, 1991). In the interpretivist paradigm the
main task is to take the interpretations and actual point of view of the actors about the
social reality in a given context, and bring them into conjunction as far as possible(Guba
& Lincoln, 1989). The underlying idea in the interpretive paradigm is that individual
actions are driven by the meanings, that arise out of social interactions and are developed
and modified through an interpretive process (Orlikowski & Baroudi, 1991). Therefore,
organizations, organizational norms and their dynamics are products of social exchange
between organizations, organizational units, and organizational actors, and are
reinforced through their mutual actions and interactions (Mir & Watson, 2000).

In contrast to positivism, where the aim is to discover an objective social reality,
interpretivists assume that social reality is value-bound and needs to be interpreted,
inferring that the researchers® prior assumptions, beliefs, values and interests always
intervene to shape their investigations (Lincoln & Guba, 1985; Mir & Watson, 2000).
Therefore, interpretivism involves acquiring a subjective understanding as well as an
interpretive analysis of a situation or phenomenon.

Induction and Deduction — Qualitative and Quantitative Research

The mentioned paradigms often lead to debates involving different ways of theory
development, mainly focusing on choices between induction and deduction (purists
form of inquiry) (Bryman & Bell, 2011; Ghauri & Grgnhaug, 2005) and abduction
(pragmatism) (Glaser & Strauss, 1967; Timmermans & Tavory, 2012). Induction
advocates that conclusions are drawn only from observable data, and that the findings
of empirical observations lead to theory development and improvement. Deduction, on
the other hand, suggests the deriving of conclusion by logical reasoning, and the process
of theory development is emerging from existing theories and prior knowledge and
subject to empirical testing.
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The above mentioned positions and assumptions regarding ontology and epistemology
is often closely linked to two main research strategies, namely- qualitative and
quantitative research (Bryman & Bell, 2011; Morgan & Smircich, 1980). Quantitative
research tends to articulate the assumptions of positivism. It focuses on quantification
in the collection and manipulation of the data through sophisticated quantitative
approaches. It tends to rely on deductive approaches to the relationship between theory
and research; inherently employing the practices of natural science, and it tends to treat
social operations and reality in much the same way as physical phenomena (i.e. social
reality as an objective reality).

To the contrary, qualitative research tend to articulate the assumptions of interpretivism
that focus on interpretive understanding (Stake, 1995), and thick description rather than
quantification in data collection and analysis, being less concerned with notions of
generalizability, causality and objectivity. It also tends to rely on inductive approaches
to the relationship between theory and research; rejecting the practices of natural science
while advocating that reality is subjective, multiple and socially constructed (Lincoln &
Guba, 2000).

The qualitative/quantitative debate has risen on the basis of the mentioned competing
assumptions. Ghauri & Grgnhaug (2005), however, have argued that qualitative and
quantitative approaches are not mutually exclusive, although they are different from
each other in their overall forms, assumptions, focus and objectives. While the
arguments presented clearly indicate a dichotomization between qualitative and
quantitative methods, the relationship may be better understood as a continuum. In fact,
inductive and deductive logics are mirrors of one another (Eisenhardt & Graebner,
2007), and induction may include elements of deduction and vice versa (Ghauri &
Grenhaug, 2005), as studies can include both logics at different stages. Qualitative and
quantitative research show different characteristics as suggested above, and they reflect
different ways of looking at the world, different ways to observe, measure and
understand social reality, but they need not be seen as representing absolute rules about
methodology (Neuman, 2011). Therefore, studies that have characteristics of one such
research strategy/methodology, may also have a characteristics of the alternative
strategy, and hence a single study can involve both strategies at different stages (Bryman
& Bell, 2011; Eisenhardt & Graebner, 2007).
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Abduction

Contemporary research encourages the combination of qualitative and quantitative
methods, conditional on a certain level of congruence between the research question (i.e.
researcher’s basic assumptions regarding the nature of reality and how one might know
the reality) and the methods applied to address the research question (Suddaby, 2006).
Such combinations of methods and fundamental approaches (using both induction and
deduction) is at the heart of ‘abduction’(Van Maanen, Sgrensen, & Mitchell, 2007).

The concept of abduction was coined by pragmatist philosopher, Charles Peirce who
argued that discovery rests primarily on abductive reasoning (Timmermans & Tavory,
2012). Similarly, an abductive approach to case research in terms of ‘systematic
combining’ also leads to discovery process (Dubois & Gadde, 2002, 2014; Suddaby,
2006). Peirce saw the discovery process as consisting of both thick descriptions and
explanation of deep-probing analyses. Hence, the discovery process is problematic
solely focusing on either positivistic/linear or interprevist approaches. Therefore,
discovery and theory development is more likely to occur through abduction, a non-
linear path dependent processes of matching theory and reality, with continuous
movement back and forth between framework, data sources and analysis (Dubois &
Gadde, 2002, 2014; Van Maanen et al., 2007). Therefore, such an approach will tend to
reveal surprising facts, novelties (new experiences) and anomalies (unexpected
experiences) (Timmermans & Tavory, 2012) and new dimensions of the research
problem (Dubois & Gadde, 2002).

2.1.2 Theory Development and Grounded Theory Approach.

The word ‘theory’ has been explained and defined in various ways, “to theorize” means
to prescribe a particular way of conceptualizing something” (Sayer, 1992, p. 50). Theory
i1s defined as ‘“any coherent description or explanation of observed or experiment
phenomena”(Gioia & Pitre, 1990, p. 589). Theory building refers to the processes by
which theoretical representations are generated, tested and refined (Gioia & Pitre, 1990).
Grounded theory has remained a critical pathway for conceptual innovation and
“discovery of theory from data” (Glaser & Strauss, 1967, p. 1) in social sciences.
Grounded theory became a dominant data analysis approach due to its inductive,
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contextual, and process based nature (Charmaz, 2006), providing heuristic guidelines
for data driven theory construction (Timmermans & Tavory, 2012).

Glaser and Strauss (1967) proposed grounded theory as a guiding method for conducting
research that center on an interpretive process by analyzing the “the actual production
of meanings and concepts used by social actors in real settings” (Gephart, 2004, p. 457).
Furthermore, Glaser and Strauss suggested that the process of theory development can
be the result of a careful balance between “the daily realities (what is really happening)
of substantive areas” (Glaser & Strauss, 1967, p. 239) and the interpretations of those
daily realities made by the actors. In principal, they rejected the positivist approach and
its notions of empirical testing. Alternatively, “they described an organic process of
theory emergence based on how well data fit conceptual categories as recognized by an
observer, by how well the categories explain or predict ongoing interpretations, and by
how relevant the categories are to the core issues being observed” (Suddaby, 2006, p.
634). Furthermore, Suddaby (2006), argued that Glaser and Strauss adopted a middle
way between a purist form of empiricism and relativism in which systematic data
collection was used to develop theories that address the interpretive realities of actors in
their context.

Glaser and Strauss (1967) described grounded theory method as based on two main
concepts, namely “constant comparison,” where data collection and analysis occurred
simultaneously, and “theoretical sampling,” in which decisions about which data should
be collected next are determined by the theory that is under construction. Theoretical
sampling means to select groups based on theoretical relevance for developing emerging
categories. These two concepts oppose the positivist traditions of research. As constant
comparison does not favor a linear and clean separation between data collection and
analysis, and theoretical sampling violates the hypothetical deductive model. The
direction of new data collection is determined, then, by ongoing interpretation of data
and emerging conceptual categories, instead of a priori hypotheses. Grounded theory,
therefore, is most suited to the efforts to understand the process by which actors
construct meaning in an intersubjective manner and efforts to understand how the social
reality is “known”. It is more appropriate when one makes knowledge claims about how
individuals construe reality, rather than the claims about an objective reality (Suddaby,
2006).

Glaser and Strauss noted that in order to gain theoretical insight, one will also need

“theoretical sensitivity”, defined as the “awareness of the subtleties of meaning of data”,
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assuming that “one can come to a research situation with varying degrees of sensitivity
depending upon previous reading and experience with or relevant to that arca”(Strauss
& Corbin, 1990, p. 41). Furthermore, the researcher should also corroborate the
relevance of their preliminary theoretical framework with the empirical findings
(Urquhart, 2007). Suddaby (2006) stresses that a preliminary literature review is
necessary as it enhances the researchers’ capacity “to make the familiar strange”. It
should be conducted with an understanding that it is the theory under development that
will govern the relevance and collection of the literature, which must be constantly
revisited and contrasted to the emergent theory from the data.

Despite the popularity of grounded theory, critics have questioned whether grounded
theory has met the needs to develop theories. Several researchers relate the lack of
theoretical breakthrough and conceptual innovation to researcher’s misconception,
careless treatments of data, incomplete or inaccurate structure and application to
grounded theory principles. Critics have mentioned that grounded theory has been used
to label any research involved in any kind of theory construction process, any form of
qualitative data analysis, word counts and coding (Hood, 2007; Suddaby, 2006;
Timmermans & Tavory, 2012). More alarming, several researchers have claimed to
work with grounded theory without knowing the basic methodological principles, the
mode of presentation, nor the analytical strategy (Piekkari, Plakoyiannaki, & Welch,
2010; Snow, Morrill, & Anderson, 2003; Suddaby, 2006; Timmermans & Tavory,
2012).

Recently, some scholars such as Suddaby (2006) have suggested guidelines regarding
the use of grounded theory as a method to develop theories and conceptual innovation.
Some scholars argued that due to the focus on developing theories, grounded theory
should take a pragmatic middle road (Suddaby, 2006), as epistemologically it is much
closer to pragmatism and abduction (Kelle, 2007; Reichertz, 2007). Grounded theory
researchers also seem to gradually shift their focus towards the role of abduction in
grounded theory. Traditionally, grounded theory researchers have positioned abduction
as secondary to induction (Charmaz, 2006), while some researchers (Timmermans &
Tavory, 2012) take more radical stance, that privileges abduction, arguing that in
processes of theory development abduction comes first. Thus, abduction has become
integrated into grounded theory as “analytical induction”, when a researcher makes
constant moves between induction and deduction (Suddaby, 2006). Strauss and Corbin
observed that the data conceptualization process is basically about deduction and that

effective grounded theory requires “an interplay between induction and deduction (as in
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all science)” (1998, p. 137). Hence, grounded theory is a valuable tool for the
organization of qualitative research processes and can be useful in theory development
once combined with abduction.

Therefore, in the present study of learning processes and DES perspective in offshore
outsourcing ties, the main objective is theory development. In this regard, a grounded
theory approach was adopted as a starting point for conceptual innovation and theory
development. Furthermore, for the sake of discovery the current study fully adopted an
abductive approach, considered as most suitable for discovering new dimensions,
variables, new relationships, (Dubois & Gadde, 2002, 2014; Van Maanen et al., 2007)
novelties and anomalies, as well as for producing new hypotheses and propositions
(Timmermans & Tavory, 2012). Contradictions emerging during the analysis may force
the reframing of observations and view into new gestalt (Eisenhardt, 1989), while
making the scholarly process interesting by addressing the gap between theoretical
assumptions and discovered facts (Van Maanen et al., 2007). Certainly insightful
theories “should demonstrate both novelty and continuity; they must differ from and at
the same time be connected to the established literature in order to be seen as
meaningful.” (Alvesson & Sandberg, 2011, p. 247).

Overall, abduction strongly relies on theory (rest on the scope and sophistication of
theoretical background of investigator). It is logically distinct from induction as well
deduction, and some suggest it should not be consider a mix between in induction and
deduction (Dubois & Gadde, 2002; Timmermans & Tavory, 2012). Abduction simply
mentions that “initial framework is successively modified, partly as a result of
unanticipated empirical findings, but also of theoretical insights gained during the
process” (Dubois & Gadde, 2002, p. 559). The study may be abductive, but its sub-
stages may be more inductively and/ or deductively oriented. A detailed explanation of
abduction and abductive nature of the current study is discussed in Sections 2.2.3.4 and
6.1.
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2.2 Research Approach

2.2.1 Research Strategy

The choice of research strategy mainly depends on the type of the research questions
and the existing theory under investigation. The research questions in this study are:
“How do developing economy suppliers (DESs) learn through their work with
multinational corporations MNCs engaging in offshore outsourcing?” and “What
influences developing economy suppliers (DESSs) learning? (in other words, why do they
learn in the ways they do)?”

The research on learning in the context of vertical ties such as offshore outsourcing, and
in particular from the outsourcee’s perspective is in its infancy and requires further
theory development, with rich explanations and descriptions of various aspects. To
develop propositions and explore the phenomenon, a qualitative research approach has
been selected where both primary (interviews) and secondary sources were used to
collect data. Due to the explorative nature of this study, a multiple-case study approach
has been chosen as suggested by Eisenhardt (1989) and Yin (2009) because of the
research questions, as well as due to the unavailability and unreliability of secondary
data. Yin (2009) recommended the use of case studies when the research questions focus
on ‘how’ and ‘why’. Case studies are also helpful for research that is focused on ‘what’
questions, as long as they are part of the exploratory research aiming to develop
hypotheses for further investigation (Ghauri, 2004; Yin, 2009). Yin (2009) also argued
that case studies are useful when the investigator has little control over events and
mainly focuses on a contemporary phenomenon within a real-life setting.

Furthermore, Ghauri (2004) mentioned five main arguments in support of case study.
First, case study research deepens our understanding of a research phenomenon through
a longitudinal approach; second, the contextual approach is particularly useful, where
the phenomenon is difficult to study outside its natural setting; Third, a holistic
approach allows the investigation of a phenomenon from different viewpoints, across
time, and with boundaries between different factors; fourth, the depth with which a case
is investigated permits for both theory building and theory testing (Ghauri & Grenhaug,
2005; Yin, 2009); and fifth, case studies are used to examine complex, real-life concepts
and variables that are difficult to quantify due to too many variables in a flexible manner
(Ghauri & Grgnhaug, 2005; Yin, 2009). In similar vein, Yin (2009) emphasized that a
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case study is needed to understand complex social phenomena, ensuring that the
researchers gain holistic and meaningful insights into the real-life events.

According to Miles and Huberman (1994), researchers in qualitative research often
struggle with the questions of “what my case is” and “where my case leaves off”. Miles
and Huberman (1994) defined a case as “a phenomenon of some sort occurring in a
bounded context”. On the same note, Yin (2009) defines a case study as ““ an empirical
inquiry that investigates a contemporary phenomenon within its real-life context,
especially when the boundaries between phenomenon and context are not clearly
evident” (p.13). The case is the unit of analysis and needs to be defined based on the
specific research question; a case can be an individual, a group, a firm, a community or
a nation defined over a specific period. The unit of analysis in this study is the outsourcee
(that is, firms from developing economies engaged in cross border sourcing ties).

2.2.2 Research Design

Ghauri & Grgnhaug (2005) explained that research design is the overall plan for relating
the conceptual research problem to relevant and predictable empirical research. The
choice of the research design is the overall decision to get the most relevant information
in the best possible way despite the various constraints. On the same note, Yin (2009)
identified a research design with the logical plan of arriving at some conclusion from
the initial set of research questions.

Miles and Huberman (1994, pp. 16-18) have distinguished between tight and loose
qualitative research designs. The tight design suggests that complex research question(s)
may be addressed in a pre-structured manner, where the questions are pre-specified and
from which the initial framework can be drawn, and constructs can be defined. It follows
a deductive way of making sense of complex social phenomena. Tight designs yield
economical, comparable and potentially generalizable findings, but are less case
sensitive in answering cross case analytical questions.

In contrast, loose designs are described by broadly defined concepts, social processes
and no fixed methodological procedure. The loose design suggests that social processes
are too complex and elusive to deal with the standard instruments or with an explicit
conceptual framework. Therefore, a loose design can be adopted where frameworks
emerge through the field work, questions are continuously illuminated, settings and
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actors cannot be selected in advance, and instruments should be derived from settings
and actor’s views. It follows an inductive way of making sense of complex social
phenomena. Loose design yield contextual rich and local idiosyncratic findings, but hard
to get cross case comparability and generalizable findings, as well as being costly and
time consuming. To formulate an effective, design the researchers should avoid either
extreme and find a balance between the two. We need both approaches in order to get
conceptualization-to pull facts and findings in generalizable manner.

Various design errors occur when one neglects the design (Ghauri & Grgnhaug, 2005).
Research may follow exploratory, descriptive or explanatory forms, where the choice of
each is related to the research questions and problem statements at hand (Ghauri &
Grgnhaug, 2005). Structured problems are best addressed through explanatory designs,
while exploratory design best supports unstructured problems. Therefore, Dubois &
Gadde (2014) suggested a third approach-a ‘tight and emerging’ framework that support
abductive reasoning and abductive approach to case research (i.e. systematic
combining).

2.2.2.1 The Case Study Design

The case-study approach is normally associated with descriptive or exploratory research
(Bonoma, 1985; Nonaka, 1994). Case study design refers to a number of choices that
researchers must make regarding the number of cases in the study and the unit of
analysis that each case should cover. Yin (2009) presented four types of case study
designs under a 2x2 matrix as shown in Figure 2, highlighting single and multiple case
designs, as well as units of analysis termed as “holistic” and “embedded”.
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Figure 2: Types of Case Studies Designs
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Single versus Multiple Case Design

Yin (2009) explained that the research design is the logic that links the data collection
to the initial research question of the study. Following a case-study approach, the
question arises of whether to use a single-case study or multiple-case study design. One
should be clear about the decision to use single- or multiple-case designs at an early
stage of the study. Yin (2009) suggested five rationales to use the single-case design:
when the case represents a test of a well-formulated theory; when the case shows a
unique or rare situation; when the case is regarded as representative; when the
investigator has the chance to observe an inaccessible phenomenon; and when the case
serves a longitudinal purpose.

A multiple-case study design is more appropriate for comparative purposes, studies that
do not involve rare, critical or revelatory cases. In this approach, the researcher should
be clear about the particular purpose of the cases in the study (Ghauri & Grgnhaug,
2005). A multiple-case study design is often preferred over a single-case study design,
since relying and focusing on a single-case study makes the study riskier, while having
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two or more cases increases the analytical benefits considerably. In the present study, a
multiple-case study approach is applied, as shown in Figure 2.

In multiple-case studies, the purpose of data collection is to compare the phenomenon
in a logical way, exploring the various dimensions of the research issue (Ghauri, 2004).
Also Stake (2006) has explained that an important reason for selecting a multi-case study
design is to observe how the phenomenon under investigation performs in different
settings (firms) and to learn as much as possible from each case. Multiple-case studies
increase the likelihood of obtaining interesting findings, acquiring new understandings
(Miles & Huberman, 1994) and producing robust research (Yin, 2009). A multiple-case
strategy offers a powerful means to generate a descriptive and explanatory theory, as it
allows for comparisons across cases and encourages replication, extension and
contrasting among cases (Eisenhardt, 1989; Pettigrew, 1990). According to Eisenhardt
(1989), a multiple-case study allows one to compare possible concepts and variation in
the study. The main purpose of a multiple-case design is the logic of replication (Yin,
2009), where each case should be seen as a separate analytical unit, and multiple cases
are treated as discrete experiments that serve to replicate, contrast or extend the
emerging theory (Eisenhardt & Graebner, 2007; Yin, 2009).

Holistic versus Embedded Case Design

Yin (2009) explained that a holistic design is preferred, when it is hard to define separate
logical subunits or when the theory underlying the case study is itself holistic in nature.
Holistic approach ensures a rounded view of the case, that can be shallow, therefore
extra care is needed to include changes in the unit of analysis to get the original research
design. Furthermore, Yin (2009) mentioned that a case study may involve more units of
analysis. The embedded nature of a case occurs when the focus is also on the difference
of subunits analysis, representing different dimensions of the same investigation. These
units can enhance the insights into a single case as far as they retain their orientation and
don’t shift to the holistic aspects of the case itself. The main challenge with embedded
designs lies in achieving a holistic perspective from the analysis of the sub-units.

Based on the above mentioned considerations and options regarding a case study design
the current study adopted a holistic-multiple-case approach; where each case firm was
considered as a single unit of the analysis; and will attempt at following a relatively tight
design while allowing for loose ends, as mentioned earlier as a third approach (Dubois
& Gadde, 2014) .
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2.2.2.2 Case Selection

Case selection is one of the biggest challenges in case study research (Myers, 2009;
Stake, 2006). The case selection is of particular importance when building theory from
case studies. Eckstein (1975) mentioned that case studies “are valuable at the stage of
theory building process”. It is a challenging and important process where the researchers
are required to balance the practicality of the research considerations (such as time and
means, richness of information, confirmation and qualification of basic processes and
constructs) (Miles & Huberman, 1994).

Ragin & Becker (1992) explained that the generalizability of case studies can be
increased by the strategic selection of cases. Stake (2006) mentioned that in multi-case
studies, selection by sampling of attributes should not be important, but balance and
variety matter. Eisenhardt (1989) stressed the value of theoretical sampling (cases are
chosen for theoretical rather than statistical reasons) as opposed to statistical sampling
when the objective is to achieve the greatest possible amount of information on a given
problem or phenomenon. Therefore, qualitative case sampling tends to be purposive
rather than random (Miles & Huberman, 1994; Silverman, 2010), and the objective is to
systematically select cases for reasons of replication, contradiction, and alternative
insights (Eisenhardt, 1989; Lincoln & Guba, 1985; Walsham, 1995).

Pauwels & Matthyssens (2004) mentioned that in theoretical sampling, the investigator
deliberately selects the cases. Therefore, in qualitative sampling the relevance is the
main criterion for case selection (Stake, 2006), and not randomness (Eisenhardt, 1989;
Ragin & Becker, 1992).

When the aim of the research is to develop theory, the focus needs to be on the
theoretically rich cases that can further extend theory by filling conceptual categories.
According to Strauss & Corbin (1990) and Patton (2002), the logic of employing and
choosing purposeful sampling is selecting information-rich cases for an in-depth study,
meaning that the selection of cases is based on the likelihood that they will contribute to
replication or to extension of emergent theory (Dawar & Frost, 1999). Information-rich
cases enable researchers to learn about the important issues that are relevant to the
purpose of the research.

Based on Patton (1990), Miles and Huberman (1994) suggested strategies of “purposive

sampling” that can be used for case selection. Researchers are likely to choose and adopt

24



a combination of strategies, rather than following a single strategy. A combination of
strategies will be influenced by the study’s specific research questions, by research
design and conceptual framework in the selection of purposive sampling. Patton (1990)
suggested that the common point to all strategies is to select information-rich cases for
in-depth investigation and to obtain comprehensive knowledge relevant to the
understanding of a specific phenomenon (Shah & Corley, 2006). However, when a
multiple-case design is employed, it is important to emphasize the logic of replication
(Yin, 2009), especially in the context of theory building from selected cases (Eisenhardt,
1989).

Moreover, a question arises regarding how many cases should be included in a study.
There is no specific answer to this question, as there is no upper or lower limit to the
number. It is the research problem and objectives that influence the number of cases to
be considered in a study (Ghauri & Grgnhaug, 2005) , as well as time and budget
considerations. For instance, Yin (2014, p. 64) mentioned that “having at least two cases
should be your goal”; Eisenhardt (1989) recommended between four and ten, while
Creswell (2012) stressed that researchers typically choose no more than four or five
cases. Based on research strategy and design, this study will select four cases for in-
depth investigation.

The sampling strategies in this study are influenced by the need to achieve maximum
variations and obtaining as much insight as possible regarding the topic under
investigation. The following combination and set of sampling strategies influence the
case: theory-based, criterion stratified purposeful and opportunistic sampling. In the
present study, the choice of cases selection has been based on theoretical, purposeful
sampling, where | have looked for firms expected to reveal useful information (unique,
rich) about the research issue (see details in Section 2.2.3.1).

2.2.3 Methods

Ghauri and Grgnhaug (2005) referred to research methods as the systematic, focused
and orderly collection of data for obtaining information, which is then used for solving
a problem or answering a specific research question. Having adopted a multiple case
study strategy an interpretive approach relying on abductive reasoning, a qualitative

25



research approach is the obvious choice for this study (Creswell, 2003; Eisenhardt,
1989; Yin, 2009).

The reason for this choice has to do with the research questions and unreliability of
secondary data. The qualitative and interpretive research approaches acknowledge the
existence of socially constructed multiple realities. The search for meaningful elements
in a complex, multi-layered and textured social world is vital in interpretivism (Mason,
2002); similarly, the major task in qualitative and an interpretive approach is to unearth
diverse interpretations of a social reality in a given setting and bring them together as
much as possible (Guba & Lincoln, 1989; Miles & Huberman, 1994). Furthermore,
collective cases are studied to investigate general phenomena (Silverman, 2010) in order
to obtain, refine and develop theory (Eisenhardt, 1989), that explicitly highlights the
supplier/ outsourcee perspective and specially DES engaging in offshore outsourcing.
In addition to interpretivism and grounded theory method (a starting point for conceptual
innovation and theory development in current study) the discovery process in fully
supported by abduction for discovering new dimensions, variables, new relationships
novelties and anomalies, as well as for producing new hypotheses and propositions.

2.2.3.1 Data Collection and Case Study Selection Criteria in the Current Study

Creswell (2003) mentioned that data collection steps include setting boundaries for the
study, collecting information through observations and interviews, documents and
visual materials, and establishing an information-recording protocol. Data collection
requires a series of actions, from the careful screening of potential cases through gradual
development of protocol and a good interview guide. In adopting a multiple-case study
design, the objective of the research is to understand, in depth, how and why DES learn
in the offshore outsourcing ties. The analytical aim is not only to compare the cases
based on their similarities and differences in offshore outsourcing, but also to compare
them in order to formulate a theory that can explain the link between offshore
outsourcing, learning and outsourcee movement in the value chain.

This study focuses on the firm level; thus, it is imperative to ensure that the chosen cases
(firms) will be relevant to this focus as well as ensuring that they provide diversity across
this context (Stake, 2006). Keeping the interpretive view in mind, the screening for
potential cases was carefully carried out to purposefully select the cases based on pre-
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determined criteria. The main criteria were set in advance considering the case
suitability, along with the theoretical and conceptual value of the study (Eisenhardt,
1989). The selection and screening of cases were related to the conceptual vagueness
and directed by informative concepts. In the present study, the following criteria were
used for case selection:

a) participating firms were involved in international business, exports, OEM, ODM and
services (that is, offshore outsourcing ties) for at least five years; b) about 50 percent or
more of their production is exported to various foreign locations; c) participating firms
must have well-established marketing, sale and merchandizing departments that deal
with foreign clients; d) local firms were selected, as they maintain independent
operations and make their own decisions, particularly about exports and international
trade, rather than being subsidiaries of foreign entities; e) participating firms must have
an internet presence via their own independent websites; f) the companies have
headquarters in Pakistan and are listed in local Pakistani stock exchanges; g) the case
companies are from the textile industry and operate mainly in the apparel and home
textile sectors; and h) for logistical and costs reasons the selection of case companies
was restricted to vicinity of Faisalabad and Lahore, which are rich in economic activity
related to cotton, textiles and related industries.

Following Yin’s (2009) recommendations, having defined and chosen a set of specific
operational criteria for screening the potential candidate cases, the selection among
qualified cases was done from a pool of both small and large companies. Based on a
detailed examination of published information from the Pakistan Textile Exporters
Association (PTEA) and textile companies listed in Pakistani stock exchanges, as well
as information obtained thorough the author’s personal network, a population of 17 most
suitable firms were identified and confirmed in relation to the pre-specified case
selection criteria mentioned above. The case companies that satisfied the above-
mentioned selection criteria were formally contacted with a request to participate in the
study (see appendix-1).

The search for suitable cases engaged in offshore outsourcing in textile industry in
Pakistan was fueled by two considerations: first, the ease of accesses (i.e. the researcher
had already contacts in local textile industry), and second the fact that Pakistan is the
fourth largest producer of cotton, ranked third in yarn production and is also the third
largest consumer of cotton in the world (Ministry of Textile Industry Government of
Pakistan, 2015; Sheikh, 2012). Furthermore, textiles account for over 54 percent of the
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country’s total exports and 46 percent of the total manufacturing, providing employment
to 38 percent of the manufacturing labor force and contributing eight percent of the total
GDP (All Pakistan Textile Mills Association, 2016; Muneer, Maubleu, & Asif, 2006;
Ministry of Textile Industry Government of Pakistan, 2015).

After receiving a response from the companies, once again the most desirable companies
from every aspect were selected among the pool of 17 potential companies. These
selected firms were formally contacted through both post mail and emails that included
the covering letters (appendix-1), summary and purpose of the study (appendix-Il),
consent form (appendix-Il1), sample of interview questions (appendix-1V), and
Norwegian research council ethical guidelines for Research Ethics in the Social
Sciences, Humanities, Law and Theology (appendix-V). In addition, personal references
were contacted via phone, e-mail and/or Skype. From the 17 companies, full access to
nine case companies with respect to all aspects of the research was secured for in-depth
interviews and site visits. Out of the nine selected cases, two cases did not fully
participate in the interview stage, as they did not allow interviews with their R&D and
product development departments due to certain confidentiality and competitive issues.

Also, despite several reminders, one firm did not respond to confirm the initial case
summary. Of the nine companies that agreed to participate, six were finally chosen; from
these six, four cases were selected for further analysis. The four cases were selected
based on their richness of information, content and variety (see Table 2.1). Through the
analysis and confirmation of case summaries by each respective company, certain gaps
were identified or it was decided that further, detailed insights were needed (by adding
or removing some factors, what Yin (2009) called “redesign”.

The collected data from four case companies was transcribed, coded, analyzed and
compared for detailed insights. Through the analysis and confirmation of case
summaries from each respective company, certain gaps were identified or it was decided
that further, detailed insights were needed (usually concerning the adding or removing
some factors) what Yin (2009) called “redesign”.

28



Table 2.1- Case study sample of offshore outsourcing

Case Area of HQ Type of Duration of Number Inclusion in
specialization location engagement | Outsourcing | of Study
ties interviews
CBL Apparel Lahore, OEM, OBM, | 21 Years 9
Pakistan OBM, R&D
Centre, Included in the
AZ9 Apparel Lahore, OEM, OBM, | 22Years 5 final case
Pakistan OBM, Lead selection and
Supplier analysis based on
MTM Apparel Lahore, OEM, OBM, | 21 Years 5 their richness
Pakistan OBM, Lead
Supplier
GT Home textile Pakistan OEM, OBM, | 22 Years 4
OBM, Lead
Supplier
Medias | Garments, Pakistan OEM, OBM, | 32 Years 4 Did not provide
Group Safety Gloves OBM, Lead new insights,
Supplier therefore
Javed Garments, Faisalabad, | OEM, ODM, | 12Years 4 excluded from
Gloves Safety Gloves Pakistan the final case
selection &
analysis
Interlope | Hosiery Pakistan OEM, OBM, | 18 Years 5 The case firms
OBM, Lead did not allow
Supplier access to product
Chenab | Garments/Home | Faisalabad, | OEM, ODM, | 25 Years 3 development and
Textile Pakistan OBM, Lead R&D. Therefore,
Supplier excluded from
the final case
selection
AT - Home textile Pakistan OEM, OBM, | 22 Years 4 Despite several
fabrics OBM, reminders, the
firm didn’t
confirm the case
summary report

In all cases the redesign process was carried out whenever needed through follow-up
interviews and discussions with the respective unit/ respondent(s) about a specific issue;
this was done mainly through telephone, Skype and emails in order to ensure, as much
as possible, the genuineness of the findings. At the end, all findings were confirmed with
individual respondents in their respective companies by submitting case summaries.

2.2.3.2 Data Collection Sources

Data sources are the carriers of data, and can be primary or secondary (Ghauri &
Grenhaug, 2005). Primary data sources are original sources, and are collected by the
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researcher exclusively and for the specific problem under investigation. The secondary
data derives from sources of information and facts collected by others. Eisenhardt (1989)
, Ghauri & Grgnhaug (2005), and Yin (2009) explained that when considering the case-
study approach, one should use a combination of various data formats and sources for
analysis.

Creswell (2003) detailed four basic types of data collection procedures in qualitative
research: observations, interviews, documents and audio-visual materials. Yin (2009)
suggested six data sources that are mostly used in conducting case studies:
documentation, interviews, archival records, participant observations, direct
observations and artifacts. Yin (2009) further mentioned that each data source has its
strengths and weaknesses, and no single source has complete advantage over others. For
example, documentation and archival records may be reviewed repeatedly and
potentially cover a broad range, but they may also be incomplete, inaccessible or have
inherited bias due to being created for a specific purpose. Data collection from
interviews may be focused and insightful, but at the same time may suffer from
interviewer subjectivity, inaccuracies, bias from retrospective reflections, selective
memory and impression management that may color the findings in a specific direction
(Eisenhardt & Graebner, 2007; Yin, 2009). Through direct observation one studies the
events and context in real-time, but much more time and resources are needed, which
may result in selective or reflexive results. Physical artifacts may be insightful into
certain features and operations, but suffer from selectivity and availability problems.

Interviews (structured, semi-structured and unstructured) are the main and most
important sources in qualitative research (Bryman & Bell, 2007; Yin, 2009).

In structured interviews, the purpose is to ask pre-formulated questions in the same
specific order and even within a specified time limit, and the answers from different
respondents can be aggregated in a uniform and consistent way. In unstructured
interviews, the interviewer has a list of certain topics or issues to be covered instead of
formal questions. The respondents are free to answer in a free manner, but answers must
be related to the topic of the interview. The sequence and phrasing of questions will
change between the interviews. In an unstructured format, there is no attempt to maintain
consistency across the interviews. The semi-structured interview involves the use of
some pre-formulated questions in an unstructured way; additionally, new questions
might arise during the interview, and improvisation is encouraged to obtain detailed
information. However, a certain level of consistency in the interview is maintained, as
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the interviewer starts with a similar set of questions or questions related to a specific
issue or topic. Bryman & Bell (2011) mentioned that the unstructured and semi-
structured interview formats are the most suitable in conducting qualitative research,
due to their flexible nature and effect on how the interviewee perceives the issue under
investigation. Furthermore, Eisenhardt (1989) also emphasized the importance of field
notes as a continuous commentary of oneself and/ or the research team, which helps to
achieve the overlap between data collection and analysis that is unique to case study
research for theory development.

2.2.3.3 Data Sources and Modes in the Current Research

The main sources and empirical materials used for data collection in this study consist
of the following: interviews, current and archival website audits, documentation and
experts’ insights. The experts were researchers and consultants with expertise in
different areas of textile production, garments, processing, R&D/product development,
sales, marketing, merchandizing, supply and others. The documents were the existing
and accessible versions of both print and soft copies, including textile magazine
(Textalk), Pakistan textile journal, brochures, case company presentations, press
releases, annual reports, scholarly articles and others. The main modes used in data
collection included face-to-face interviews at the respective case sites, via Skype, and
telephone.

The use of different sources may serve the purpose of triangulation in order to ensure
the validity and reliability of the data (Ghauri, 2004) as well as enhance the theoretical
generalizability of the current study.

Interviews

Following the tenet of interpretative approach, this research employed qualitative
interviewing, which essentially involves an interactional exchange of dialogue in an
informal way similar to a discussion. The research used the semi-structured interviews
with open-ended questions for data collection. It is defined as a conversation that has
“the purpose of obtaining descriptions of the life world of the interviewee in order to
interpret the meaning of the described phenomena” (Kvale & Brinkmann, 2009, p. 3).
A semi-structured interview is a thematic, topic-centered interview with a scripted set
of open-ended questions, and is flexible in its approach (Mason, 2002). In semi-
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structured interviews, the same questions are asked without any pre-specified sequence.
The questions will be asked in a manner that allows the interviewees to jump back and
forth based on the real-time incident, amount of information in their possession,
development of thoughts, occurrence and theme associations. It is the prime duty of the
interviewer to ask questions about all the relevant themes outlined in the study, while
identifying and noting the emerging themes during interviews for future investigations.
In this sense, qualitative interviews are essentially “conversations with a purpose” that
generate data (Robson, 2002). Table 2.2 summarizes the list of conducted interviews,

interviewees’ background, interview duration, location and mode of language.

Table 2.2- Overview of conducted interviews

Case Respondent Interview Place Language | Remarks
Duration &
Date
CBL Assistant Vice President, 37 Minutes Hafizabad, | English
Supply Chain and Marketing 05.02.2013 Pakistan
Senior Manager, Marketing 65 Minutes Hafizabad, | English
05.02.2013 Pakistan
Assistant Vice President, 50 Minutes Hafizabad, English
Marketing-Europe 06.02.2013 Pakistan
Senior Manager, 40 Minutes Hafizabad, | English
Merchandizing 06.02.2013 Pakistan
Senior Manager, Supply 35 Minutes Hafizabad, | English
Chain 06.02.2013 Pakistan ) ]
Vice President, Product 45 Minutes Hafizabad, | English Included in the final
Development 07.02.2013 Pakistan analysis
Deputy Manager, R&D- 37 Minutes Hafizabad, | English
Textiles Textiles 07.02.2013 Pakistan
Assistant Vice President, 110 Minutes Hafizabad, English
Textiles Production 08.02.2013 Pakistan
Vice President, Human 37 Minutes Hafizabad, English
Resources and Shared 08.02.2013 Pakistan
Services
MTM Group General Manager, 25 Minutes Faisalabad, | English
Human Resources 12.02.2013 Pakistan
Director Marketing 36 Minutes Faisalabad, | English
13.02.2013 Pakistan Included in the final
Senior Manager, Mechanizing | 45 Minutes Faisalabad, | English analysis
13.02.2013 Pakistan
Senior Manager, Marketing- 45 Minutes Faisalabad, | English
USA 14.02.2013 Pakistan
Manager, Product 42 Minutes Faisalabad, | English
Development & R&D 14.02.2013 Pakistan
GT Manager, Marketing 55 Minutes Faisalabad, | English
19.02.2013 Pakistan
Manager, Planning and 40 Minutes Faisalabad, | English
Marketing 19.02.2013 Pakistan Included in the final
Senior Product Development 120 Minutes Faisalabad, | English analysis
& Marketing Executive 21.02.2013 Pakistan
AZ9 Manager, Human Resources 34 Minutes Lahore, English
05.03.2013 Pakistan
General Manager, Operations | 43 Minutes Lahore, English
& Product Development- 06.03.2013 Pakistan
Denim Division
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Manager, Sales & Marketing- | 38 Minutes Lahore, English Included in the final
USA Region 07.03.2013 Pakistan analysis
Manager Sales & Marketing 38 Minutes Lahore, English
(Brand) 07.03.2013 Pakistan
General manager, Garments 42 Minutes Lahore, English
division 08.03.2013 Pakistan
Medias Deputy General Manager 75 Minutes Faisalabad, | English
Group Production 18.03.2013 Pakistan
Manager, marketing 75 Minutes Faisalabad, | English
19.03.2013 Pakistan
Deputy Manager, Product 32 Minutes Faisalabad, | English
Development and R&D 19.03.2013 Pakistan Did not add new
Javed Managing Partner and 39 Minutes Faisalabad, | English insights therefore,
Gloves marketing Head 21.03.2013 Pakistan excluded from the final
Chief Executive Officer and 43 Minutes Faisalabad, | English case 59_|9Ct|0” &
Head of Exports 21.03.2013 Pakistan analysis
Manager Production and 29 Minutes Faisalabad, | English
Product Development 21.03.2013 Pakistan
Assistant Manager Quality 30 Minutes Faisalabad, | English
Assurance 22.03.2013 Pakistan
Export Manager 33 Minutes Faisalabad, | English
22.03.2013 Pakistan
Interloop GM Marketing 36 Minutes Faisalabad, | English
02.04.2013 Pakistan
Manager Marketing 37 Minutes Faisalabad, | English
03.04.2013 Pakistan Un-cooperative and did
Manager Merchandizing 40 Minutes Faisalabad, | English not get access to
03.04.2013 Pakistan product development
Chenab Manager, Human Resources 40 Minutes Faisalabad, | English and R&D departments.
& Administration 05.04.2013 Pakistan Excluded from the final
Senior Manager, Marketing 39 Minutes Lahore, English selection & analysis
09.04.2013 Pakistan
Manager, Merchandizing 44 Minutes Lahore, English
09.04.2013 Pakistan
AT Manager, Marketing and 70 Minutes Faisalabad, | English Did not confirm the
Fabrics Exports 16.04.2013 Pakistan case summary report.
Assistant Manager, 65 Minutes Faisalabad, | English
Merchandizing 16.04.2013 Pakistan
Manager Production 46 Minutes Faisalabad, | English
17.04.2013 Pakistan
Assistant Manager, Product 31 Minutes Faisalabad, | English
Development and R&D 18.04.2013 Pakistan

In order to conduct the interviews, an interview guide was developed to encourage
detailed responses as well as descriptions of the learning domains, specific main learning
ways, main reasons and overall developments as related to the research questions. The
interview guide contained open-ended, semi-structured questions to obtain perspectives
from respondents regarding their firm engagements in offshore outsourcing. As shown
in Table 2.3 (for full details, see Appendix-1V), the interview guide is divided into five
sections, where the Introduction Section contain the information about the interviewer,
the institution, research topic and main objectives and definitions. Section 1 presents
background information about the respondents, their position, education and experience,
etc. Further, Section 1 presents a detailed overview of the case firm’s offshore
outsourcing engagements and involvement in foreign operations. The remaining three
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sections explicitly deal with specific learning ways, main motivations and
developments, reflecting different themes and dimensions with several general
questions as well as probes potentially used in exploring the different themes in
questions at hand. These dimensions of inquiry were based on the conceptual lens. The
interview guide was designed and piloted with PhD supervisors before being used for
data gathering at the case sites. The interview guide evolved during the course of the
study as the researcher gained experience with interviews and as concepts and theory
emerged from data resulting from multiple cases.

Table 2.3: Interview guide

Section Interview Questions Estimated
Time
Introduction Interviewer name, position, general information about research topic, | 10 Minutes
objectives, definition and clarity of specific terms and terminologies if
needed

1.0verview of | Background information of the respondent including- position, education, | 5 Minutes

the  company | experience and main responsibilities, description of the respective

and its Offshore | department

Outsourcing How your company established? 20 Minutes

ties When it starts its latest operations and exports?

Is it important to have foreign orders and clients?

How your company categories the foreign clients?

Is the number of your foreign clients increased during the last five

years?

Can you please identify your five most important clients? Why are

they important for your firm?

7. Which department and persons are in charge of dealing with foreign
clients/ exports?

8. How you will describe your overall engagement with foreign
customers?

9. Does your firm stop serving clients in the last five years? If yes
Why?

10. What do you think about your company position, where it stands
now?

ghrwnPE

e

2. Learning 11. In order to get a rough idea of your company’s history in serving 25 Minutes
foreign clients

e What are your main foreign market(s) /region(s)?

e Who are the main customers and leading sourcing partners?

e What are the core product(s), processes and services for these
customers/markets?

e Is your firm serving the same foreign client(s) or it extends to
others in the same or in other markets/regions?

e What criteria they use in assigning order(s) to your company?

e What criteria you used to organize their order in general?

e Please tell us about the recent changes in the ordering
criteria/specifications from your main clients.

e How you organize and address the recent changes in orders
with respect to ordering procedures and specifications.
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12. What is the main reason(s) for engaging with these clients,
market/region?
13. What was the year and first mode of supplies? Was your company
changing from the

first mode of supplies? If yes how?

14. Can you please explain the following:

e Please elaborate how you received the first, the second order(s)
and so on.

e The orders received from different clients (local/foreign) were
remained the same or different in their specifications and
details. How it was different?

e How your firm organizes and deals with unique and unusual
orders?

e Isitimportant to have such unusual or routine orders for your
firm? Why?

e Can you please specify any kind of advises training and help
from foreign client(s)?

e Has your firm received any help, advises and training form
customers and sourcing partners in managing their unique
orders? If yes, please specify.

e Inyour view is such training and advises are helpful in dealing
with existing and or extending to others and future
engagements?

e What measures and steps your firm took in completing their
orders.

e Can you please tell us the importance of working and dealing
with different foreign clients and offshoring ties?

e Inyour view, do some of the experiences gain through working
and dealing offshoring partnerships in general are helpful in
learning? With respect to- business strategy, business
development, organization and implementation of offshoring
projects.

e Can you point out the critical events and experiences that you
consider helping your firm learning for future business?

15. Based on working with different clients over the last five years what
is your recent mode

of engagement, operation and position in the main markets?
16. Can you explain to what extend you improve (d) your operations
and how?
17. What was your inspiration for improvement?
18. How you value your engagement with local or foreign clients?
19. Are you want to add something that you think will be most
important and didn’t learn

while working with different clients?

3. Value

Addition
Movement
Value Chain

and
in

20. Please tell us about how your business with foreign clients (main)
started and how did it go so for?

21. Did you face any surprises and challenges in this engagement? How
and to what extent your firms overcome such challenges?

22. Has your firm’s overall strategy changed since the begin of
offshoring partnership?

23. Has your company changed or adopts other modes with the initial
mode(s) of operation over the last five years? Yes/No explain.

24. Why your company decided for this change(s)?

25. Can you please tell us how and when you change it?

26. What aspects you find helpful for your ability to get into new
modes and what aspects you would like to see change.

27. Is your changed mode of operation has/ will have effects on the
engagements with your client(s) in any market?

25 Minutes
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28. How you will describe the value proposition of changing modes to
your organization?

29. Inyour view, what will be the desirable arrangements of your
firm’s future business, new market /market segment entry?

4. Wrap-up and | 30. Inyour view what are the most important experiences and learning | 20 Minutes

Overall from offshore outsourcing ties and working with different foreign

Development clients and their diverse orders?

31. What is the relevancy and effect of such learning for your
department and company overall?

32. Explain how your firm further using(end) these experiences and
learning? And to what extent?

33. In your view what is the overall contribution of such learning in the
performance of your firm?

34. What you have learned overall about your firm growth? How you
can measure it?

Closing Thank you note 5 Minutes

Something you would like to add and emphasize for our understanding

that can add value to this research.

Can | contact you again, asking for business card and contact details?

In order to start the interview and site visit, a formal point of contact was established in
each case company through their Human Resources (HR) department. The HR
department formulated plans for site visits as well as interview schedules, and access to
information and clearances were coordinated.

Formal points of contact served as guides into the organizations. Before visiting the
sites, basic information from the participating organizations and secondary sources was
obtained using a structured template. The information requested included: history of the
firm, the nature of their business, main operations, main customers/ markets, main
offerings, overseas marketing and sales activities, value-added operations and others. In
addition to the Human Resource department, an informal contact was also established
with sales and marketing departments in all case companies. The informants for
interviews were identified in each site and forwarded to their respective Human
Resource department for further approval and for setting the schedule for plant visit and
interviews. A description of the study (Appendix-I1), consent form (see Appendix I11),
sample of interview questions (see Table 2.3 and Appendix-1V) and a copy of The
Norwegian research council ethical guidelines (see Appendix-V) were sent directly to
each individual respondent in advance.

Working closely with the contact points (in most case firms Human Resources
department) in each company, the interview schedule was drawn up for each case study
site. The case site visits and interviews were planned between start-January 2013 to late
April 2013, considered a suitable time for conducting interviews specifically with sale,
marketing, production, product development and R&D professionals. All interviews
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were conducted face-to-face at each respective case firm site, except for Chenab (where
the interviews with marketing and merchandizing managers were conducted at the
company’s head office). All interviews were conducted in English and lasted between
35 and 105 minutes. All interviews were fully recorded using a digital voice recorder.
In addition, detailed notes were made during each interview to capture the noticeable
points for follow-up questions. The interview guide, tables and questions were originally
written in English in order to avoid any language and transcription inconsistencies, as
the target respondents were educated (that is, had at least a bachelor’s degree), senior-
level managers with vast experience in their respective areas, dealing with foreign
clients for years.

During the interviews, a conscious effort was made to listen to the informants actively
and in a non-judgmental manner (Walsham, 1995). Further, the questions were modeled
in layman’s terms, employed in a simple manner and avoiding the use of any jargon.
Special care was taken to avoid asking leading questions or providing any clues that
might lead respondents to answer in any particular way(Mason, 2002; Robson, 2002),
although some clarifications were provided at certain points in order to elucidate and
explain certain questions and issues. Through interviewing the informants, prompts and
probes were used to establish details and extract deeper perspectives. In order to obtain
honest and well-rounded perspectives, certain clarifications, reasoning and examples
were asked from the respondents (Brown & Eisenhardt, 1997; Gillham, 2000).

Afterthought Reports

After each interview, the interviewer summarized the main impression, ideas, new
insights and points that emerged in a specific interview. These summaries are later
attached to each individual interview and respective case database in order to improve
the interview questions, add new insights and an additional individual supporting
resource for writing individual case reports. These brief reports are subjective and
reflective in nature, and are purely based on the researcher’s understanding and
impressions. Together with interview notes, these reports constitute field notes, as
mentioned by Eisenhardt (1989).

Firms’ Website Analysis and Online Information

The author conducted website analysis of the case firms’ website and online information
before the interviews to obtain detailed information about a) the case firms, their
operations, main products, processes and markets; b) the firms’ local, regional and
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international activities, markets, clients, competitors, partners, sales and marketing
offices; and c) the case firms’ involvement in value-added projects, OEM, ODM, R&D
and changing modes of operations over time. Additionally, the case firms’ websites and
Facebook pages were used as efficient and convenient tools to trace changes in the firms
over time (such as in case of MTM acquisition by Chinese in 2013-2014), helping enrich
and triangulate the data. Further, the analysis of the case firms’ websites was helpful to
i) avoid wasting time asking about detailed background information that is available
elsewhere; and ii) provide the ability to question and probe companies about issues they
may not otherwise have mentioned during the interview, but that may be relevant for
the analysis at hand.

Documents Analysis

Information gathered from documents are likely to be very relevant for the case study
research (Yin, 2009). Documents can take many forms and should be included in the
data collection plans; however, the information gathered from documentation should be
used carefully, as the documents are written for an explicit purpose other than for the
case study. Documents play an explicit role in data collection in conducting case studies,
and systematic searches for relevant documents are important in any data collection
plan. Therefore, researchers should carefully use the documents to corroborate and
support evidence from other sources.

The document(s) in the current study were used for supportive purposes. Such
documents include company brochures, newsletters, trade journals (Textalk and
Pakistan textile journal), blogs and news clippings, information from various
international trade shows, and most importantly company presentations used by
marketing departments. In addition, the bulletins of AIll Pakistan Textile Mills
Association (APTMA) and Pakistan Textile Exporters Association (PTEA), reports
from the Trade Development Authority of Pakistan (TDAP) on textile industry, Pakistan
stock exchanges and official websites of various public institutions and departments
were used. Further, the information acquired (conference websites, online proceedings
etc.) from textile and fashion trade fairs and shows held in different parts of the world
were also included in the data collection process. It is important to note that the
documents also include online information related to the case companies.

The data and information gathered from these documents were used to observe the case
firms’ exports activities, relations with their international customers, markets,
involvement in value-added products, processes, services, R&D, international market
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developments and expansion. Such collected data enhances the richness of the
information collected from interviews and websites; Further, the data from documents
was compared with data from interviews and websites and was used for triangulation as
well as to enrich existing data.

Experts’/Consultants’ View

This refers to the professionals who have expertise, knowledge and a sharp eye on the
market changes in their respective fields or areas of specialty related to the textile
industry. This study includes the views of textile experts and professionals from
different areas related to textile, home textile and/apparel (denim and knitted) about the
changing scenario of textiles, value addition and their impact on Pakistani textiles, in
general, and on the case companies in particular. The data, information and experts’
views further enriched the existing data by adding dynamics to the data collection and
served as a triangulation tool. The details of the experts and consultants, modes of
establishing connection and data collection and main themes are mentioned in Table 2.
4.

Table 2.4: Details of experts’ View

Respondent Designation Mode of Contact Mode of Main Theme
Data
Collection
1. Dr. Mumtaz Hasan Malik Through a personal | Interview Value addition and modernization of
(Dean National Textile Contact Pakistani textile sector
University (NTU) and
Consultant to various large
Public-sector organizations)
2. Dr. Tanveer Hussain (Dean | Through Dr. Interview Value addition and modernization of
faculty of engineering & Mumtaz Hasan Pakistani textile sector
technology-NTU and Malik
consultant
3.Dr. Rashid Masood Through Dr. Interview Value addition and modernization of
(Chairman textile processing Mumtaz Hasan Pakistani textile through their
department-NTU) Malik engagement in technical/medical
textile

4. Muhammad Naeem (Deputy | Through Dr. Interview Value addition and modernization of
general manager -MIDAS Mumtaz Hasan Pakistani textile sector through
group) Malik innovation
5. Mr. M.I. Khurram (CEO Through Dr. Interview Value addition and modernization of
Comfort Pakistan) Mumtaz Hasan Pakistani textile sector from an

Malik individual firm entrepreneurial

perspectives

6. Dr. Tahir Shah (Professor at | Meet at COVITEX- | Key Note Value addition and innovation in
Institute for Materials Research | 2013, Second speaker at Chemicals, materials and inputs
and Innovation, -The international COVITEX
University of Bolton -UK and | conference on &
senior researcher at the British | value addition and Interview
Textile Technology Group innovation in
(BTTG)
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textile held at NTU,
Faisalabad Pakistan
7. Professor Subhash Anand Meet at COVITEX- | Key Note Value addition and innovations in

Shah (Professor at Institute for | 2013 second speaker at novel knitted and nonwoven
Materials Research and international COVITEX structures for technical applications;
Innovation, -The University of | conference on & healthcare and medical devices;
Bolton —UK and renowned value addition and Interview effect of laundering on sensory and
senior researcher and innovation in mechanical properties of textile
consultant textile held at NTU, materials; composite materials;
Faisalabad Pakistan sportswear and active wear

structures; filtration; geotextiles;
automotive textiles; and personal
protective equipment (PPE).

Individual Case Report

After conducting interviews, the data was complemented by the interviewer’s
afterthought report as well as by the data and information collected from documents,
experts, company websites and other sources; these were all compiled and integrated in
a coherent manner — that is, a case summary report for each individual case firm. These
reports were sent to the respective respondents in their specific case firms, and served
two purposes: first, they confirmed, corrected and added new insights and answers to
the previously unclear issues and unanswered questions; and second, they created a
sense of trust between the case firm (that is, the interviewee) and interviewers, that
nothing was going out without the prior check of the case firms. In total, four out of six
case reports were received back from the respondents in R&D, product development
and marketing departments, providing additional information and technical issues. The
reports were again sent to the concerned case firms until final approval was granted.

2.2.3.4 Data Analysis

The purpose of data analysis is to obtain meaning and make sense from the collected
data through various steps in the research process (Creswell, 2003; Ghauri & Grgnhaug,
2005). All the steps involved in the research process have been taken into account to
support this search for meaning. The data analysis stage is considered to be the most
important and challenging step in the research process, where limited and general
guidelines exist. The researcher has to evaluate the strategic and technical options
related to data analysis before the data collection (Ghauri, 2004; Miles & Huberman,
1994) to assure that the collected data will be analyzable (Yin, 2009). Further, Yin
(2009) recommended that the researchers should adopt a general analytical strategy and
proceed with the suitable techniques for the analysis. Moreover, Yin (2009) explained
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three main analytical strategies: reliance on theoretical propositions, rival explanation
and case descriptions. Reliance on theoretical propositions enhances the theoretical
orientation of the study and helps focusing on the specific data as well as defining
alternative explanations. Rival explanations consist of both classical and emergent
rivals, and are considered useful in the absence of theoretical propositions. In case of
problems in using the first two, one may proceed to the case description by following a
specific descriptive purpose or by using a description to identify casual links for
analysis.

Various authors have mentioned different stages in the analysis processes. For instance,
Miles & Huberman (1994) distinguished between within-case analysis, cross-case
analysis and at-conclusion confirmation. In similar lines Ghauri (2004) mentioned
certain stages beginning with a story telling centered towards the chronologies and
biographies of individual organization followed by a processes where the data is
rearranged chronologically and in terms of conceptual categories. And finally, the
process may end with the proposition testing stages, by cross checking for
commonalities through comparisons and integrate the data into a single coherent
framework/ model. Myers (2009) discussed several considerations for the qualitative
data analysis, suggesting that qualitative data analysis should be consistent with the
research method. For example, one may start with some kind of coding rather than try
to use hermeneutics or discourses while using the grounded theory approach.

Shaping the Data: Coding

One of the simplest ways to analyze a qualitative data is coding (Myers, 2009). Coding
is effective in organizing overloaded data, enhancing the data retrieval and speed up the
analysis (Miles & Huberman, 1994; Richards, 2009). Codes are tags or labels for
assigning units of meaning to the descriptive or inferential information complied during
a study. Codes are attached to chunks of varying size-words, phrases, sentences or whole
paragraphs, connected or unconnected to a specific setting (Miles & Huberman, 1994,
p. 56). It is important to note that codes will change and develop with the researcher’s
experience. Codes may be descriptive (i.e. open code) (Myers, 2009), topic, subject and
analytic when leading to theory emergence (Richards, 2009).
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Analytical Techniques

Yin (2009) recommended five analytical techniques including pattern matching,
explanation building, time series analysis, logic models and cross-case synthesis, as
described below.

First, pattern matching involves comparing the empirical pattern derived from the case
study/ studies with a predicted one. The matching of such patterns can strengthen the
case study’s internal validity. The predicted patterns may consist of different types: (a)
non-equivalent dependent variables design, where an experiment or quasi-experiments
may have multiple dependent variables and different but relevant outcomes; (b) rival
explanations of independent variables explaining how and why a specific outcome
occurred/ did not occur; and (c) precision of pattern matching, including the minimal
variety of either dependent or independent variables or low level of precision, making
room for interpretive discretion.

Second, explanation building is considered a special type of pattern matching, where
analysis of the case study data is done by developing explanations about the case. The
final explanation might not have been fully specified at the beginning of the study, but
is developed through an iterative process of case evidence and theoretical revision of
proposition.

Third, in time series analysis the main aim is to trace events over time in a detailed and
precise manner in order to follow the changes that happen over time within the cases
under investigation. Here the dominant logic is to show a match between a trend of data
points compared to a pre-specified theoretically significant trend, versus rival and other
trends. The trends range from simply predicting one direction or aspect through time, to
complex predictions, changing through multiple directions over time. The complex
trend may even be more complicated when looking at changing trends in different times
for different variables.

Fourth, logic models stipulate and operationalize a complex chain of events over a
period of time. The events are staged in a repeated cause-and-effect sequence, in which
a dependent variable at an earlier stage becomes the causal event or independent variable
for the next stage. The use of a logical model as an analytic tool involves the matching
of empirically observed events to theoretically predicted ones. However, a logical model
can be considered as a separate analytical technique due to the use of their unique
sequential stages. In total, four main types of logical models are identified: individual-
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level logical model, organizational-level logical model, program-level logical model
and nonlinear patterns.

Finally, cross-case synthesis is applicable to multiple-case analysis. This technique
treats each case as a separate and distinct analytic unit or experiment, and is based on
the aggregation of findings across individual cases. The aggregation may take various
forms. A common and one of the most helpful options is the use of tabular displays of
data from various cases, where each table reflects specific variables, processes or results
as observed in single-case studies. The analysis of tables for cross-case patterns relies
on argumentative interpretations rather than on numeric tallies and statistical techniques.

Abduction and systematic combining

The abduction and abductive approach to case research-systematic combining is a
continuous and cyclical movement between the real and the theoretical domains (Dubois
& Gadde, 2002); it is a dynamic process due to the novelty of the phenomenon under
investigation with respect to the role of the theory in the analysis. An abductive approach
is useful if the intention is to study and discover new things and open to emerging
explanations and relationships of variables (Dubois & Gadde, 2002). This is a repeated
process of checking and rechecking a phenomenon for wider explanations. Systematic
combining is a process “where the theoretical framework, empirical fieldwork, and case
analysis evolve simultaneously and particularly useful for the development of new
theories” (Dubois & Gadde, 2002). Dubois & Gadde (2002) further explained that the
researcher is able to expand his or her understanding of both theory and empirics. The
initial analytical framework consists of articulated ‘preconceptions’, and is developed
according to what is actually investigated through a combination of observed fieldwork,
analysis and interpretation. This means that theory cannot be understood without the
empirical observation, and vice versa. Systematic combining focuses more on the
refinement and development of existing theories, rather than inventing new ones.

2.2.3.5 Data Analysis in the Current Study

The formal data analysis starts with the transcription of all planned interviews, as well
as other documents. In the present study, all data from interviews were converted into
electronic format and entered into a study database. Transcription is an important aspect
of an interpretive inquiry, and facilitates the analysis of language data (Oliver, Serovich,
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& Mason, 2005). All recorded interviews were transcribed verbatim, exactly in the same
sequence and flow in which the conversations took place. Although transcription is a
tedious and lengthy process (Walsham, 1995), it can impact the completeness and
accuracy of analysis if overlooked. In addition, the transcripts assist the audit process of
analytical decision points because they preserve the data in a more permanent,
retrievable, examinable and flexible manner. Further, the transcription process also
promotes familiarity with the data, which catalyzes theoretical thinking that is essential
to interpretation (Lapadat, 2000; Walsham, 2006).

Given the focal aspects of the inquiry, a de-naturalism approach of transcription was
adopted (Oliver et al., 2005). Under the de-naturalism approach, the main interest is in
the richness of informational content and the focus is on meanings and perceptions
within speech that constructs the organizational reality. In this approach, verbatim
depiction of speech is aimed at full and faithful transcription, but accuracy here concerns
the substance of the interview as opposed to grammar, accentuation, behavior or
background noise (Oliver et al., 2005). While transcribing the interviews, the transcripts
were coded and marked up with interpretations in the margin of the document (Lapadat,
2000). Furthermore, each interview was transcribed twice in order to double-check the
consistency and obtain a precise picture for a correct analysis. After the two
transcriptions, some minor differences were found that were discussed with the
respective respondents for further clarification and confirmation. In addition, four
follow-up interviews were conducted with two case firms. The follow-up interviews
were conducted via Skype, recorded through MP3 Skype Recorder 3.1 and transcribed
twice.

After the completion of the hectic process of interview transcription, the coding
processes started. It is important to note that “coding may be part of the process of
analysis, but it should not be thought of as the analysis itself”. Miles and Huberman
(1994) specified the advantages of using computer software in data analysis, while
Richards (2009) related coding with learning by continuously revisiting and revising the
data until some understandable explanations or patterns were obtained. Interview
transcripts were coded by using the qualitative analysis software NVivo 10. Initial codes
(first order) were based on the indigenous terms used by the respondents (also referred
to as ‘native categories’), followed by codes (second order) constructed from exiting
theories and concepts. The analysis was done in two stages, following the Gioia
methodology of analysis.
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First, codes were generated in different categories from the data in order to faithfully
adhere to informants’ terms (Gioia, Corley, & Hamilton, 2013). Initial coding involved
coding alongside main operations, international engagement, nature of outsourcing ties,
main markets and region, offerings, case conditions, dynamics, nature of relationship
and emerging themes. Second, the coding was further narrowed down and refined into
aggregate dimensions (Gioia et al., 2013). The second-order coding included
involvement in cross-border operations, offshore outsourcing partnerships, learning
domains, learning ways, main motivations and their overall effect on developments
(movement in value chain). In total, 42 codes in six general categories were obtained

(Table 2.5 and Appendix VI).

Table 2.5: Final code list

Code Sub Codes Description of code Integration
Start
Initial start Nature of operations Spinning, weaving, cutting, yarn and garments

manufacturing etc.

Type of product, processes
and services

Basic inputs, semi-finished, finished, low / high
value-added etc.

Region/market of operations

Local, regional, international etc.

First international
activity(s)

An unsolicited order

By chance

Buying house

Commercial office, export office etc.

Joint venture with foreign
companies

Coalitions with market players

Exports

Cross border trade

Sourcing ties

Supplier of specific products to certain foreign
clients

Merger

Joint production, operations, business etc.

Organization of orders/
fulfilment of orders

Customers specifications

Needs, demand, requirements etc.

Investment in machines

Purchase, acquisition of equipment, machineries,
systems, processes etc.

Imitation

Copy and use of market best ideas, products,
procedures, operations etc.

Outsource to local vendors

Purchase of inputs from local market, subcontract
certain part of an order to local producers, cutters
etc.

Technical advises, help

Production related Technical Support from joint
venture, alliance partners, customers and
suppliers etc.

Product planning & control
Back tracking

Effective utilization of resources, inputs,
materials, time, machines, people and production
space efc.

Engagement

Intensity of engagement
in market > 5 years

Focus on market

Local, regional, foreign, local & regional, local &
foreign etc.

Focus on ties

Existing clients in exiting market, follow exiting
clients in other markets, new clients in existing
market, new clients in new market etc.

Regions and Markets

Main regions

Asia, Europe, America, UAE, Oceana etc.

Main customers

International brands, regional brands, buying
houses, regional cutter, local cutter etc.
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Main products

Yarn, unprocessed denim fabric, processed denim
fabric, knitted fabric, unprocessed and processed
fabric, garments basics, value added, high value
added, services etc.

Core relation type

Same products existing customer, same products
new customer, new product existing customer,
new product new customer etc.

Changes in orders

Same all the time

Standardized, identical, homogeneous etc.

Region to region

Varies according to regional market needs,
specifications, demands etc.

Season to season

Differences in seasonal needs, fad and fashion
etc.

Customers to customers

Varies from customer to customer in the same
region, form different regions etc.

Order to order

Variations in orders from the same customers,
different customers etc.

Unique order

Special, unusual, totally different specifications
etc. from the rest

Changes in overall order
philosophy

ordering procedure

Modification in overall ordering process, system
based, I.T based, customer website, schedule, etc.

Requirements

Small quantity, small batches, more verities, short
shelf life etc.

Special features

Latest finishes, use of chemicals, unique
washings, treatments etc.

Specific standards

Customer specific, regional, international, etc.

Order handling

Placement, process, feedback, completion, and
delivery etc.

Relationship Duration

Long-term Working since start, all time clients, over
extended period, etc.

Trust based Loyal customers, mutual working understanding,
mutual routine, cooperation, etc.

Contractual Specific period, time based, etc.

Project based

Specialized task, job, assignment etc.

Seasonal based

Spring, Summer, Autumn, Winter products

Transactional

Short term, arm-length, product based etc. under
MOQ.

Change in souring
Relationship

(from the initial mode of
operations)

From simple to complex
products, services, and
projects

From sourcing of input to product development,
designs production, innovative OEM, ODM, high
end products and processes, innovative projects
(water-less-jeans) etc.

Lead supplier

Main provider, sourcing partner in specific area,
products etc.

Exclusive partner

Specialized, selected supplies partner from a
certain region in specific products, product line
etc.

Co- design & develop

Joint designing, product development etc.

Co-marketing

Joint promotion, sales and marketing activities
etc.

R&D and innovate projects

Joint R&D, innovation products, unique
processes, latest washings etc.

Other services

Designing and pattern development, chemical
testing, quality audit, supply services (DTS), etc.

Termination of relationship

Clients stop working, suppliers discontinue
working, specific region policies, government
regulations etc.

Learning Domains

Latest techniques

New methods, improved practices etc.

R&D skills
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Technological
Knowhow

Latest developments

Innovative aspects, new dimensions in offerings
and operations

Product Related
Knowledge

New production &
manufacturing

High quality manufacturing, latest aspects related
to spinning, weaving, knitting, garments etc. in
apparel and home textiles production.

Processing

Innovative and value-added aspects in printing,
dying, finishes, embroidery, handlings, etc.

Washing & laundry

Value-added & latest techniques in laundry,
washing, drying, etc.

Designing

Market, customer centric design, prints, fabrics
garments etc.

Pattern Development

Salute Templets, fittings, marking etc. on fabrics

New product
development

Design Creative ideas, novel designs etc.

Product Develop new, upgraded, innovative, unique
products etc.

Process Value-added dying, finishes, treatments, cutting,
aesthetics etc.

Services Innovative OEM, ODM, OBM, pattern

development services.

Promotional collections

Seasonal offerings, promotional samples,
concepts etc.

Diversified offerings

Enrich product portfolio, clothing fabrics (Lawn),
non-denim and bottoms, wide range of offerings,
etc.

Market Relationship

Customer relationship

Customer base management, access, develop,
retain, extends etc.

Conflict resolution

Customer base management, retention, discounts,
negotiations, speedy delivery etc.

Contingent production

Offshore production facilities, flexible production
schedules, real-time production, planning and
control etc.

One- stop shop

Design, develop, manufacture (products and
services) and deliver, etc.

Innovation Create new Designs, products, processes, services, systems,
techniques, operations, etc.
Improve existing Designs, products, processes, services, systems,
techniques, operations, etc.
Organization wide changes Overall operations, organization culture, systems
etc.
Standards Customer specific Client initiated (water- less- jeans, sand blasting)

etc.

Regional

European, American, Scandinavian, African
union, others etc.

International

I1SO, GOTS, WRAP, REACH, Oko-Tex, BSCI,
OE etc.

Market Knowledge

Latest trends

Fad fashion, technology, processes, standards,
etc.

Competitors

Rival brands, operations, offerings, tactics, etc.

Diverse customer needs

Preferences, latest demands, latent needs etc.

Regional needs

Developments in specific regions, rules,
regulations, duties, taxes etc.

Learning Ways

Experts

Designers Product (fabric, garments, home textiles etc.)
design, prints, embroidery etc.
Developers Product, processes, washing, finishes etc.

Other professionals

Marketing and sales, I.T, Supply Chain, quality
audit, product planning & control, etc.
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Investments

Modern Infrastructure and
Machines

Technologies, equipment, machineries (spinning,
weaving, knitting, laundry) etc.

Labs/Testing tools

Laboratory, testing, calibration, confirmation etc.

Latest Processes/ Finishes

Dying, treatments, aesthetics, cutting sewing etc.

Washing and laundry

Washing, tumbling, drying etc.

Systems and supports

I.T, delivery (DTS), back tracking, Eton station
(garments transportation), RIDF, Six-Sigma etc.

Vertical production facility

Campsite operations, integrated production etc.

Strategic Alliance

Production

Spinning, weaving, etc.

Marketing and sales

Promotion, sales etc.

Washing and Laundry

Washing, drying, finishes etc.

Designing Co-designs
R&D

Training Production Improved, innovative technigues etc.
Processing Improved, innovative techniques etc.
Washing Improved, innovative techniques etc.

Quality Control

Reduce waste, defects etc.

International standards

Know about, implement new developments,
renew existing etc.

Use of chemicals

Type, nature, intensity of active substances etc.

Project based

Special help, unique aspects, extra handling etc.

Commercial Office

Marketing & Sales

Local, regional, international marketing and sales
offices etc.

Outlets/ stores

Online stores, offline stores, exclusive outlets etc.

Sales Agents

Exclusive sale intermediaries, stockiest etc.

Trade Show

Expos/ Fair

ITMA, Shanghai TEX, TDAP, Heimtex, Moscow
Textile Fair, Indo-Pak Fashion Street-India,
Denim by Premiere Vision (DPV), Engraved-
Paris etc.

Certification

Accreditation

Overall handling of firm, environment, ISO,
working environment, use of chemicals,
discharge of waste, pollution control,

Sourcing ties

Non-Denim Purchase canvas, flat fabrics etc. from local
market, bottoms and trousers manufacturing etc.
Chemicals Chemical, dyes, shades, rinse etc.

Inputs & materials

Embroidery, zippers, buttons, threads, packing
boxes, brand tags and marks etc.

Cotton High quality cotton, corrugated cotton, special
type, etc.
License Finishes Lycra, Sorona, Coolmax, Special treatments,
finishes etc. from DU Pont, Investa and others
Customized Chemicals, Rinse | Custom-made chemical, dyes, special shades etc.
and solution from Daystar, CHT-Benzema, Rodolf, Portra,
Clairiant, BSA etc.
Designing Onshore facility Local, in-house designing facility, etc.
Offshore centers USA, Italy, UK, Turkey etc.
Designers Local, British, Italian, Canadian, German etc.
R&D Onshore facility Local, in-house R&D unit

Offshore centers

USA, Italy, UK, Turkey etc.

Imitation & Emulation

Copy and modify

Improving existing operations, practices,
offerings, ideas etc. based on market successful
ones

Copy and discover

Discovering alternative and new operations,
practices, production techniques, offerings, etc.
based on marketing successful ones

Mergers and
Acquisition

Combine and share resources

Customers, sourcing partners, others etc.

Getting hold of others

Customers, competitors, sourcing partners, others
etc.
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Customer Specifications

Hard specifications

Demanded requirements in price, quality,
delivery, quantity, features, designs, aesthetics’
etc.

Soft Specifications

Demanded requirements in standards, ethics,
CSR etc.

Negotiation and
Discounts

Agreement- Compromise

Dialogue, concessions on agreed prices, replace
defective lots, alternative mode of shipment,
others etc.

Trade secrets protection

Safeguarding Clint
information

Business secrets, R&D, commercial information,
IPR etc.

Flexibility

Contingent production

Offshore production facilities

Direct to store model

Nonstop supply arrangements, delivery etc.

Changeover of order

Production schedules, allocation of machines,
allocation of qualified workforce, production
space efc.

Top management
support

CEO interest

Owner, CEO interest, support in innovation,
organization change, international business,
exports etc.

Managerial support

Support for change, innovation etc.

Experiential Learning

Learning by doing

Learning through practical involvement

Learning by supplying

Practical learning from supplies

Learning by exporting

Learning from cross border business

Motivation for Learning

Movement in value chain

Improve Performance

Enhancing firm’s overall
performance

Increase sale, offering quality products/ services,
demanded specifications, on time delivery etc.

Ability to innovation

Ability to introduce new
offerings and operations

Latest designs, value-added products, unique
processes and services etc.

Ability to upgrade exiting
offerings and operations

Renewal of designs, products, processes, services
etc. alternate way of doing things.

Ability to change overall
organization (organization
turn around)

Organization change, operations, cultures, people
thinking, systems etc.

Market seeking

International market presence

Seek access, establish, develop, retain, and
nourish ties in international market

Regional market presence

Seek, access, establish, develop, retain, nourish
ties in regional markets

Local market presence

Seek, access, establish, develop, retain, nourish
ties in local and home market

Local, regional and
international market presence

Seek, access, establish, develop, retain, nourish
ties in local, regional and international market

Nurturing existing contacts

Cultivating business with existing clients, market
segments, regions etc.

Establishing new contacts

Creating new business with existing and or with
new clients, markets, segments, regions etc.

Knowledge and
Capabilities seeking

Textile Production

Knowhow and expertise related to new ideas,
advance skills, modern tools, machines and latest
techniques in production and washing etc.

Latest processing

Knowledge acquisition, expertise in finishing,
competencies in modern dying, embroidery,
aesthetics etc.

R&D PD Hand on innovative aspects, design, development
of high end offerings etc.
Supply Chain Competencies in agile supply, expertise in

delivery, order tracking etc.

Compliance with Regulations

Know how about latest developments in
standards, compliance with market required
criterion
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Commercial Services

Learning and competencies in OEM, ODB,
OBM, Pattern development, delivery (DTS),
quality audits, chemical testing etc.

Competitiveness Latest demand

Fulfill present, emerging, latent customer needs,
specifications and requirements etc.

Goodwill

Enhance positive image

Quality

Competencies in high end products, value-added
washings, finishes, treatments etc.

Branding and marketing | Local market

Sale, promotion under own name, logo etc. in
local market

Regional market

Sale, promotion under own name, logo etc. in
India, Bangladesh, UAE etc.

International market

Sale, promotion under own name, logo etc. UAE,
USA, Europe etc.

Developments

Movement in Value Upstream

OEM, ODM, supplies, lead supplier etc.

Chain Downstream

Annual collections, own sale, marketing, specific
product range etc.

Both upstream and
downstream

Simultaneous involvement in ODEM, ODM,
innovative collection, own sale, marketing in

specific product range etc.

Product and process portfolio | Semi-finished, standardized, finished, innovative,
unique, value added, narrow range, wide range
etc.

Narrow, wide etc. complete range of service from
spinning to final delivery of finished products,
processes, and services

Basic OEM, ODM, design, delivery, quality audit
etc. Innovative and value-added OEM, ODM,
design, pattern development etc.

Own brand Yarn, Denim Fabric, Knitted fabric, Home textile
fabric, fashion clothing (Lawn), garments, design
and pattern development services, processes etc.
Local, regional, international, combination of
two, combination of all three etc.

Range of services

Nature of services

Market involvement

The coded data was further used in the within case analysis (see Chapter 4) and the
across cases analysis (see Chapter 5) analyses. In the start of both chapters, the
introductory section explains the analysis and presentation logic in each respective case.
For the within case analysis, the analysis is dependent on the tabular representation;
specific interview quotes as a reference and graphical representations are intended at
grounding emerging insights, concepts and relations in the case. Similarly, the cross-
case analysis is dependent on the tabular representation, relevant interview quotes from
different cases (limited to a maximum of three); graphical representation and textual
summary tables enhance the fine-tuning of the analysis. The graphical representation in
both analyses includes the refined models related to the learning dimensions, ways, main
reasons and developments, both at the individual case level and aggregate cross-case
level. Further, in both chapters the data is presented in accordance with the research
questions to obtain the answers at an individual as well as aggregate level.
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Hence, the attempt of the theory-building process in the current study will follow the
pattern matching, and will be captured by the conceptual development emerging from
the iterative analyses and display of both individual case and cross case findings.

2.3 Research Quality

Based on the research objective and questions, this study has adopted an interpretive
research approach by assuming the construction and reconstruction of human realities.
The multiple-case study approach will be adopted in order to develop and refine theories
rather than to test the existing theories. Unlike natural science methods, qualitative
research in the social sciences suffers from the lack of a coherent framework to
determine the quality of the data. Marschan-Piekkari and Welch (2004) stated that the
evaluation of qualitative research is often neglected and marginalized within IB. Further,
there are several concerns and misunderstandings about the difficulties in conducting
case study research (see, for example, Flyvbjerg, (2006). This does not mean that
evaluation of the quality of the case study will be ignored; rather, qualitative research
should seek to evaluate the quality of the research.

Maxwell (2002) argued that data itself cannot be valid or invalid; rather, validity is
relative to the purposes and circumstances of the data. Maxwell further detailed five
types of validity that are common in qualitative research. Descriptive validity is about
the accuracy of the account; Ghauri & Grenhaug (2005) referred to it as the degree to
which the actual description becomes true. The important point with descriptive validity
is to clarify that the interviewee makes the exact statement, or else there would be
dissonance in the interviewer’s (researcher’s) wording (that is, researcher bias).
Interpretive validity refers to the participants’ perspectives on the physical objects,
events and behaviors in the study. Such understanding relies on the interpretation of the
researchers; Ghauri & Grenhaug (2005) pointed to the importance of accurate
interpretation: is the expressed interpretation correct and according to the participant’s
perspective, or is it deviated, and thus incorrect? Theoretical validity refers to the
adequacy of one’s suggested theory or explanation, and deals with the theoretical
construction of the researcher. Finally, Maxwell (2002) mentioned evaluative validity
as the degree of legitimacy of understanding.
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Researchers such as Bryman and Bell (2007) and Seale et al., (2004) mentioned their
concerns about the credibility and quality, as well as issues of reliability and validity of
data in qualitative research. This leads to two approaches, one which regards these
criteria as related even though the meaning of certain terms should be changed according
to qualitative research realities, and the other, which has suggested new concepts in
order to deal with these issues in different ways.

Based on the existing criteria which assume that an absolute social reality is feasible.
Lincoln & Guba (1985) proposed that validity and reliability should be replaced by
trustworthiness. Guba (1981) and Denzin & Lincoln (2005) proposed four criteria to be
considered by qualitative researchers in the pursuit of a trustworthy study.
Trustworthiness consists of the following: Credibility is characterized by Guba and
Lincoln (1989) as being parallel to internal validity; it refers to a match between the
construct realities of the respondent and the realities represented by the evaluator;
Conformability is about ensuring that the data, interpretations and results of the study
under investigation are rooted in the sources, and are not from the researcher’s own view
and preconceptions (that is, impression management); Transferability is parallel to
external validity and generalizability; it deals with an empirical process for checking the
degree of similarity between the sending and receiving source. It means that the reader
should be able to evaluate how the findings can be transferred to other contexts;
Dependability is similar to reliability, and refers to ensuring that if the study would be
repeated by others in a different time, the researcher would be able to clearly follow the
same steps involved in the process. Therefore, it is about providing a detailed and
reliable description of the research process, so that people can replicate the process but
not the results.

2.3.1 Research Quality in the Current Study

This research will follow Pauwels & Matthyssens’s (2004) and Yin’s (2009)
architecture of multiple-case study design. It will focus on the four pillars of theoretical
sampling, triangulation, the logic of analytical pattern-matching and analytical
generalization as a basis for validation through juxtaposition and iteration at various
stages of the analysis. Based on the ontological and epistemological assumptions, the
current research — being an interpretive research —will adopt the criteria of credibility,
transferability, dependability, and confirmability (Guba, 1981; Lincoln & Guba, 1985;
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Miles & Huberman, 1994; Shenton, 2004; Trochim, 2001) to judge the quality of the
study.

Credibility is concerned with authenticity and confirmation by informants (Guba, 1981;
Lincoln & Guba, 1985; Trochim, 2001). In this study, several measures were taken to
obtain credible results. At the start of the process, a research design was developed that
ensured that the paradigm and methods of inquiry were suitable for the study. The
research approach and methods used in this study are well recognized and have been
extensively used by other scholars for similar research (Shenton, 2004). All four cases
were written-up (case summary reports) in order to provide thick, contextually grounded
descriptions and were duly checked by the respective respondents in each case company
(Miles & Huberman, 1994; Shenton, 2004). The checking of the case summaries was a
vital part of this study, not only for obtaining feedback, but also for the interpretive
synthesis (Lincoln & Guba, 1985; Shenton, 2004). Hence, such sharing of the findings
with the respective respondents helped to warrant the authenticity and credibility of this
research (Sandberg, 2005). Further, the data in each case company was obtained from
multiple respondents at different units and levels (mostly from middle- and high-level
management), while as a whole the data was obtained from multiple case studies and
other sources, thus achieving data triangulation at two levels (Lincoln & Guba, 1985;
Miles & Huberman, 1994; Shenton, 2004). Finally, the research also relied extensively
on peer debriefing (Guba, 1981) (conferences, internal department presentation,
supervisors’ feedback) and experts views (Dean, professors from NTU Pakistan and
researchers from Bolton University, UK), in addition to interviewees’ feedback, in order
to help avoid that the researcher’s own framework would imposed on the inquiry
(Lincoln & Guba, 1985; Shenton, 2004).

Dependability is concerned with the reliability of the results and findings (Lincoln &
Guba, 1985; Trochim, 2001). Several steps were taken to ensure that the process of
research was robust and consistent. First and foremost, a multiple-case study design was
used, and the conclusions were drawn by investigating several instances of the
phenomenon (Lincoln & Guba, 1985). The research design and methodological
decisions, interpretations and findings were continuously reviewed (Miles & Huberman,
1994). Furthermore, the whole research process and the methods used for this study
were, on a regular basis, under audit by my doctoral advisors (Lincoln & Guba, 1985).
Memos, field notes, interview records and transcripts, data analysis and communications
with experts/professionals and case companies were stored to permit an end-to-end audit
trail (Lincoln & Guba, 1985; Miles & Huberman, 1994). A thick but rich case study
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database was organized that contained the main findings from all the interviews from
different cases companies in order to facilitate thematic analysis (Yin, 2009). Further,
an interview guide with a semi-structured questionnaire was prepared and piloted for
data collection. All interviews were recorded and transcribed (Mason, 2002; Yin, 2009).
Thus, the systematic inquiry carried out in this research is supported by the already
established and used methodologies.

Confirmability refers to good faith, corroboration and confirmation of the findings
(Lincoln & Guba, 1985; Trochim, 2001). As mentioned earlier, the research relied on
peer review and respondents’ feedback, so such checking was an integral part of the
research process (Miles & Huberman, 1994; Shenton, 2004). In addition, multiple
theoretical perspectives were used for sense-making and for drawing conclusions (Miles
& Huberman, 1994; Shenton, 2004). To counter the issues of reactivity (that is,
researcher’s influence on the informants and their perspectives), precautions were taken
during the interviews so as not to pose any leading questions, seeking to avoid guiding
informants towards the researcher’s own worldviews, although certain clarifications
were made whenever needed in order make the questions more understandable. Further,
the guarantee of personal and business privacy and confidentiality helped the
respondents to share their views honestly and to provide concrete details (Sandberg,
2005; Shenton, 2004). Further, multiple respondents from different units in all case
companies were interviewed, and their information was cross-checked with other
sources in order to reduce the key informant bias, which might involve retrospective
sense-making by image-conscious informants (Lincoln & Guba, 1985; Miles &
Huberman, 1994).

The transferability criterion is parallel to generalizability or external validity with regard
to other contexts (Lincoln & Guba, 1985; Trochim, 2001). Developing an understanding
and finding explanations with wider applicability were the main objectives of this study.
Several steps were taken to achieve generalizability. As previously mentioned, a
multiple-case study was chosen to obtain the generalization, and all cases were written
up containing thick, contextual descriptions so as to facilitate comparison with other
contexts (Lincoln & Guba, 1985; Shenton, 2004). Explicit selection criteria were used
in the selection processes of the cases. Further, a purposive sampling strategy was used
to study theoretically diverse cases so as to allow generalizability (Miles & Huberman,
1994). Lastly, congruence with existing theory and literature was sought to assist with
the generalization (Eisenhardt, 1989; Miles & Huberman, 1994).
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2.4 Summary

The current chapter has discussed critical aspects relating to research perspective,
strategy, design and methodological options, as well as the adoption of main choices.
The goal of the empirical research was to gain a first-hand understanding of the
phenomenon of offshore outsourcing and to develop theory that can explain the link
between offshore outsourcing and outsourcee (DES) learning (such as R&D, innovative
capability, movement in a value chain, and organizational change).

Because there has only been limited prior work on the focal aspects of the phenomenon,
and only limited support is available from the existing literature, an interpretive,
multiple case study approach and more specifically multiple case holistic research
design was used for the empirical inquiry. This approach allowed for inductive
development of understanding and explanation in a grounds-up manner rooted in
empirical reality. The interpretivist approach suggests an assumption that reality is
subjective, multiple, and socially constructed by its participants. Since the induction and
interprevist approaches provide thick and contextually grounded descriptions, but do not
cover the explanation and cause-and-effect relationship in a deductive manner; and to
develop and discover new and unexpected dimensions, abduction remained the best
approach. In abduction, the empirics (reality) are matched with theory and the researcher
moves back and forth between framework, data sources and analysis as part of the theory
development process. Theory-building follows a multiple case research design based on
detailed data collection, allowing for gradual conceptual refinement and relationship
identification.

Furthermore, from a methodological point of view the data collection relied on multiple
sources, primarily interviews from multiple respondents, and secondary sources such as
websites, documentations, and experts. The variety of sources and interviews will all be
analyzed, thereby enriching the analysis process and enabling triangulation of evidence.
Similarly, the cross-references of data sources enhance reliability and replication
opportunities. This shows the transparency in the research process and the gradual
development of the conceptual framework.
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Chapter 3: Literature Review and Conceptual Development

3.1 Introduction

This chapter focuses on relevant strands of literature related to the study of “the learning
impact of offshore outsourcing on developing economies suppliers”. The presented
literature review will be used as a basis to search for insights that can inform and enrich
outsourcing literature by incorporating developing economies suppliers’ (DESS)
perspective in cross border outsourcing ties. Which will further focus on different
learning modes, strategic choices and intent of adopting specific ways, main motivations
and their overall effect(s) on DESs development.

The chapter is organized into three subsections: First, a review of the outsourcing and
offshoring literature and of the emerging literature about consequences for the
outsourcees. This section will inform and guide the readers through the evolving strands
of outsourcing research, while underlining the important concepts and aspects in this
field of research. Second, a detailed review of themes related to learning, dynamic
capabilities, strategic orientation, innovative capabilities and movement in the value
chain. In this section, an effort will be made towards integrating existing knowledge
from different domains into a coherent approach that can be learned to the context of
outsourcing engagements. Third, a conceptual development section focused on
outsourcee perspectives suggesting an initial typology of development stages and a
tentative development model. Later, this framework will serve as the basis for analysis
learning types, ways and reasons throughout the stages of the development process.

3.2. Outsourcing, Offshoring and the Outsourcee Perspective

In recent years, outsourcing has received a great deal of attention as it has become a hot
theme in international business (IB) literature (Hansen et al., 2008; Javalgi et al., 2009;
Kotabe & Mudambi, 2009). However, a wide spread confusion exists about how to use
the term on the conceptual level, as the literature frequently confuses outsourcing with
offshoring. There are different connotations prescribed by academics and practitioners,
and there does not seems to be a convergence on one agreed-upon definition.
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This is because outsourcing as a concept has been used to explain two similar but
different phenomena (Pyndt & Pedersen, 2006) .

Kakabadse & Kakabadse (2003) and Pyndt & Pedersen (2006) related outsourcing to
changing from the use of internal to external resources, in carrying out various
activities, which were previously performed in-house. Jahns et al., (2006) raised the
basic question “what exactly is meant by offshoring” pointing out several variations and
diversions in the outsourcing literature. Offshoring can be anything from “outside
borders” (Monczka & Thomas, 1995), to “not local nor in country” (Shamis, Green,
Sorensen, & Kyle, 2005), to “remote and low cost locations” (Robinson & Kalakota,
2004), or “outside the first world” or “outside the continent” (Lowson, 2001). Prasad &
Prasad (2007) defined offshoring as the geographic relocation of business activities and
functions abroad or outsourced to an independent party. Similarly, Hansen, et al.,(2008)
argued that offshoring is sometimes conducted through an internalized mode of
sourcing, or “in-sourcing” via firm’s own subsidiaries, sometime conducted through an

external mode, or “outsourcing” to external parties, and often through a combination of
both.

Domberger (1998) used boundary spanning business functions (i.e. in house vs.
outsourcing) and geographic scope (i.e. domestic vs. foreign location) in order to
differentiate between outsourcing and offshoring. Outsourcing then, is the delivery of
goods and services by an external supplier- one outside the boundaries of the firm, not
necessarily outside the national border of the firm. Kotabe & Zhao (2002) referred
outsourcing to contact with an outsider in order to perform specific activities. While
Deloitte Consulting (2008) refers offshoring to the relocation of processes and functions
to foreign locations. Offshore outsourcing occurs when the process of sourcing crosses
both organizational and national borders simultaneously (Manning et al., 2008; Stack &
Downing, 2005).

3.2.1 Types of Coordination and Control in Offshore Outsourcing

Offshoring has been described as “the transitional relocation or dispersion of activities”
(Doh , Bunyaratavej , & Hahn 2009). The term has also been used to mention different
control situations and ownership models (Jahns et al., 2006; Mudambi & Venzin, 2010),
with control and ownership ranging from one extreme to another such as international
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sourcing (Kotabe, 1990), hybrid solutions (Javalgi et al., 2009) and wholly owned
subsidiary solutions (Jahns et al., 2006; Mudambi, 2008; Nachum & Zaheer, 2005)

Table 3.1 depicts the geographic location and the control modes. The geographic
location refers to the sourcing choice while the control mode shows different ownership
and governing mechanism of the outsourcers.

Table 3.1: Business model based on geographical location and control

Control Mode Captive Hybrid Outsourcing

Geographic locatio

Onshore Onshore in house Onshore developing Onshore
Internal control, centers- Local joint outsourcing
completely owned ventures
subsidiary

Offshore Wholly owned subsidiary, | Offshore development | Offshore
acquisitions, country office | centers- International outsourcing
across borders joint ventures

Source: Adopted form Jahns et al., (2006), Mudambi (2008, p. 701) and Kotabe & Mudambi
(2009, p. 122)

According to Jahn’s, et al.,(2006) classification of offshoring, there are three main
offshoring business models: (1) “captive offshoring”, (2)“offshore outsourcing”, and
(3) “ offshore development centers”. A company chooses “captive offshoring” when it
has decided to produce goods and services by establishing its own subsidiaries abroad
in order to gain control of its business activities. “Offshore development centers”, reflect
hybrid arrangements (i.e. joint venture), and implies that the client firm (outsourcer)
gives up the control of some business activities, but still hold control over some
activities. Lastly, in “offshore outsourcing”, firms delegate some of their business
functions and decision-making rights to a supplier/ outsourcee in a foreign country, who
has expertise in these functions.

The current study focuses on offshore outsourcing and delegation of business activities
to the outsourcee (DES). For offshore outsourcing two conditions have to be met. First,
the geographic location of an activity crosses the border of the home country. Second,
the activity is carried out by a foreigner supplier (Pyndt & Pedersen, 2006).
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3.2.2 The Outsourcee Perspective

The extent of literature on outsourcing and offshore outsourcing traditionally focuses on
two motives held by the outsourcer; 1) to obtain cost advantages and 2) to be able to
focus internal activity on strategic and core competencies (Hatonen & Eriksson, 2009;
Kakabadse & Kakabadse, 2005).

More recently, there is evidence that firms have also started to outsource high quality
manufacturing and advanced processes such as product design, new product
development, R&D functions, marketing, and services (Demirbag & Glaister, 2010;
Ernst, 2006; Huang et al., 2009; Jensen & Pedersen, 2012; Lacity & Willcocks, 2014;
Lewin, Massini, & Peeters, 2009; Oshri, Kotlarsky, & Gerbasi, 2015). In contrast to
traditional outsourcing, more strategic functions have been outsourced termed as

“Transformational Outsourcing”.

As a result of “transformational outsourcing”, firms have also started to establish closer
ties with suppliers in order to enhance their competitiveness (Hatonen & Eriksson, 2009)
and to get the right quality product in a timely manner. Another consequence of
“transformational outsourcing” is to relocate core, advanced and high value chain
activities to loosely coupled networks of partners and suppliers across borders. The main
purpose is to seek strategic renewal and develop flexible organization structure (Haténen
& Eriksson, 2009; Li, Liu, Li, & Wu, 2008). Such arrangements enable the outsourcers
to address the dynamic and abrupt changes in the environment and discover emerging
market needs (Dess, Rasheed, McLaughlin, & Priem, 1995; Li et al., 2008). Thus,
outsourcing firms engaged in transformational outsourcing may achieve competitive
advantages in the long run compared to those who merely seek cost advantages abroad
and focus on core competences in their domestic operations.

Offshore outsourcing collaboration is a dyadic relationship and a potential source of
inter-firm learning (Mikkola, 2003). The effect of offshore outsourcing may not be only
contributed to the learning, resource pool, capabilities and value creation of outsourcers,
as mostly explained in the literature. Such learning also contributes in the development
of their partner’s (i.e. DES’s) capabilities (Hansen et al., 2008; Li et al., 2008). Most of
the IB literature on offshore outsourcing is highly diverted towards the outsourcer view,
while silent on the outsourcee perspective (Chen, 2005; Hansen et al., 2008; Jensen,
2009). The offshore outsourcing literature offers very limited insights about the
questions

60



of “how” and “why” from the outsourcee standpoint (how and why they learn, develop
capabilities and formulate their own strategy in offshoring ties). There is a lack of studies
that explicitly address the role of outsourcees’ strategy in offshore outsourcing ties
(Mudambi & Tallman, 2010).

A limited number of studies have referred to the newly emerged perspective (i.e. the
outsourcee perspective) in offshore outsourcing literature. For instance, Hansen et al.,
(2008) explicated the developing country firm perspectives in offshore outsourcing,
Jensen (2009) contributed to offshoring literature by concurrently including the
outsourcee and outsourcer learning as an impact of offshoring, and Li, Wei, & Liu
(2010) examined how local vendors in emerging economy respond to offshore
outsourcing. In their work Hansen et al., (2008) identified a number biases in the
outsourcing literature with respect to developing country contexts. They pointed out
theoretical areas that can motivate future empirical work on outsourcing, explicitly
focusing on the developing economies suppliers (DESS).

Jensen (2009) has found that the offshoring of advanced services enhances the learning
effects in both developed and developing countries firms. He further points out that the
offshore outsourcing of advanced services and functions may serve as an opportunity
for strategic business development and organizational change. Over time, the offshoring
ties mature and the involved firms gain experience and learn, a process which effects
both outsourcers and outsourcees. At the outsourcer level, the experience and learning
ignites strategic transformation, while at the outsourcee level, the experience and
learning influence business development, and provide for connections to new markets.
Such learning may also enhance their capabilities in technology and other business
domains.

Li et al., (2010) identified how developing economy firms (i.e. DESs) respond to
outsourcing, and how they tend to focus on learning and knowledge acquisition. Their
study showed that supplier/vendor adaptation to different ways and strategic
orientations, such as an Entrepreneurial Orientation or a Marketing Orientation, effect
knowledge acquisition and learning. They found that the entrepreneurial orientation has
positive effects on knowledge acquisition, whereas the effect of a marketing orientation
on knowledge acquisition seems to follow an inverse U-shape relationship. Furthermore,
the interaction of marketing and entrepreneurial orientations appeared to be positively
associated with knowledge acquisition. The results extend our understanding of DESs
learning and knowledge acquisition in offshore outsourcing.
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The current study considers offshore outsourcing ties as an antecedent of outsourcee
learning. Furthermore, it explicitly seeks to explain the strategic mechanisms and
interactions of DESs that allow them to learn, and to acquire and absorb valuable
resources and knowledge. Moreover, the learning ways and the main motivations behind
their learning can add to the outsourcing literature. In this scenario, the current study
adopts an integrative theoretical approach, considering both internal (intra firm) and
external (inter firm) approaches and strategies to learning and movement in the value
chain.

3.2.3 The Specificities and Strategies of DESs

Developing economies are fertile grounds for offshore outsourcing based on their
specific location, low cost, skilled labor, resources, market reforms and agglomeration
economies. However, weak legal and regulatory institutions as well as economic,
cultural, political, infrastructural, proximity and security issues have sometimes
hindered the flow and intensity of offshore outsourcing. In terms of resources and
capabilities as late comers on the international stage, DESs have not always obtained
competitive advantages (Dawar & Frost, 1999; Khanna & Palepu, 2006).

At the start, DES apparently get into cross-border sourcing ties either by chance, through
local supplier/ exporter network referral, government support or entrepreneurial drive.
This lead them on to the “stepping stone” in their international endeavor. This can be
achieved through DES linkages with foreign firms/MNCs (Dawar & Frost, 1999), either
in the host economy (as a local supplier ) or in the international market (as an
international supplier). It is, however, not straight forward that MNCs and other foreign
firms will move their advanced functions, activities and operations to developing
countries.

In order to motivate and attract foreign partners in offshoring ties, evidently DES
increasingly seek to exploit and combine their local resources and develop strategies in
ways that not only involve the provision of cheap inputs and differentiated offerings but
also enable strategic and operational renewal on a continuous basis. Thus, outsourcers
often participate and willingly invest in suppliers, and thereby support the strategic
development of the outsourcees, as they (the outsourcers) need low cost, differentiated
and better quality products from reliable and competent suppliers across borders
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(Hansen et al., 2008; Wei & Liu, 2006). Hence, the DESs engagement in original
equipment manufacturing and other offshoring ties is not only limited to overcome the
inherited constraints, but also has spillover effect on their learning, on knowledge and
resource acquisitions, and on their accumulation for future engagements. Accordingly,
DESs learn about international markets and international standards, and they gain access
to technology, superior skills, latest designs, new product development capabilities etc.
to offer high quality products, original equipment and design manufacturing, and the
provision of advanced services (Anderson et al., 1994; Mikkola, 2003; Petersen,
Handfield, & Ragatz, 2005). Furthermore, such spillover effect may help them move up
in the value chain, even to catch-up and in certain cases challenge MNCs and foreign
firms (Chittoor & Ray, 2007; Dawar & Frost, 1999; Luo & Tung, 2007; Mudambi, 2008;
Mudambi & Venzin, 2010; Tsai & Eisingerich, 2010).

3.3 Outsourcee Learning in Offshore Outsourcing

The literature on strategic alliance management reveals that knowledge acquisition and
learning are often the prime drives in alliance formation, and that such motives may
have effect on outcomes (Dong & Glaister, 2006; Inkpen & Beamish, 1997; Lyles &
Salk, 1996). In this regard, the “relational based view” may be an important theoretical
basis, that explains how firms acquire knowledge by learning through mutual exchanges
in order to address uncertainties in their business environment (Liu, Ghauri, &
Sinkovics, 2010), and to handle incomplete contracts (Baker, Gibbons, & Murphy,
2002).

Similarly, such knowledge acquisition is also seen as the main drive and an important
source of competitive advantage according to the resource based view and the
knowledge based view (Grant, 1996). Although these theories and the “relational based
view” offer valuable insights about how offshore outsourcing ties can be utilized for
enhancing DES learning and knowledge acquisition, these views do not offer
explanations of how DESs develop and renew themselves. Some scholars have
associated the dynamic capabilities (DC) framework with the resource based view in
order to better understand the complex and dynamic processes behind resource creation,
and also in order to learn how to coordinate, integrate and transform for competitive
advantage (Easterby-Smith, Lyles, & Peteraf, 2009; Foss & Foss, 2005; Makadok, 2001;
Walter, Lechner, & Kellermanns, 2007). Also, absorptive capacity (AC) can be seen as
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a dynamic capability (Zahra & George, 2002) that enables DES to acquire and
understand external knowledge and technology and to use it in the future. The
absorptive capacity influences DES learning at different levels and appears to be
important in the exploitation and acquisition of external knowledge (Szulanski, 1996).

The DES engagement in offshore outsourcing may be motivated by different motives
and strategic orientations, ranging from being a subordinate supplier to outsourcers
firms to becoming world class firms. Therefore, in the context of absorptive capacity,
the strategic orientation of DES is influential in focusing on external knowledge for
learning, re-configuration and coordination (Lane, Koka, & Pathak, 2006; Teece,
Pisano, & Shuen, 1997).

3.3.1 Learning and Knowledge Acquisition

Knowledge and learning are important and interchangeable dimensions in international
business. According to the resource based view, most of the literature considers
knowledge as a resource and learning as the capability to acquire this resource (Hsu &
Pereira, 2008). Organization learning is defined as “the development of new knowledge
or insight that has potential to influence firm behaviors” (Slater & Narver, 1995, p. 63).
Some authors also connect organizational learning with a change in behavior (Fiol &
Lyles, 1985). Accordingly , Huber (1991, p. 89) observes that ‘“as an entity learns, if
through its processing of information, the range of its potential behaviors is changed”.

Organizations can be quite different with respect to organization structure (Fiol &
Lyles, 1985), organization culture (Popper & Lipshitz, 2000), strategic orientation
(Child & Rodrigues, 2005), entrepreneurship and leadership style (Covin & Slevin,
1989; Vera & Crossan, 2004), ways of interpreting meaning (Daft & Weick, 1984),
collective memory (Moorman & Miner, 1998b), and in their ways of using learning
(Brown & Duguid, 2001). As such, organizations may show considerable differences in
their learning styles. For example, organizations can vary in formality, quest,
participation level and systematic approach to learning (Shrivastava, 1983). The
similarities and differences between firms are important determinants of the level and
types of organizational learning (Lane & Lubatkin, 1998). For instance, information and
social interaction with compatible partners can considerably enhance learning (Dutta &
Crossan, 2005).
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3.3.2 Relational Embeddedness Framework

The “relational embeddedness framework™ is valuable in providing basic understanding
of how firms facilitate learning and knowledge acquisition through inter-firm
interactions, especially in turbulent business environments (Dhanaraj, Lyles, Steensma,
& Tihanyi, 2004). According to this framework, firms can embed their commercial
transitions in social relationships and connections (Uzzi & Lancaster, 2003). These
connections create behavioral expectations that may replace opportunism with trustful
cooperative behaviors that form a basis for exchange of information, knowledge
transfer, and learning (Arrow, 1998; Liu et al., 2010; Uzzi, 1997, 1999). The social
bonds developed through economic exchanges tend to enhance the mutual trust among
partners and may even serve as an alternative governing mechanism to formal, arm’s
length contacts (Dyer & Singh, 1998; Liu et al., 2010; Uzzi, 1999; Uzzi & Lancaster,
2003). Accordingly, trust based relationships will tend to ease the partners to share both
private information and valuable resources (Liu, Li, Tao, & Wang, 2008), including
unique opportunities and distinct insights. In addition, social ties can also lead to greater
longevity of the relationship and consequently to mode changes (Benito et al., 2013).

3.3.3 Relational Capital and Resource Acquisition in Offshore Outsourcing

Firms from emerging economies come from underdeveloped settings (i.e. in terms of
institutional arrangements and market intermediaries etc.) that naturally limit their
access to resources and business opportunities (Khanna & Palepu, 1997). As new
entrants on the international horizon, these firms are often far behind in developing the
resources and capabilities that are needed to achieve competitive advantages at the
international stage (Dawar & Frost, 1999; Khanna & Palepu, 2006). Existing research
on emerging economies in general, and specifically on DES’s in offshore outsourcing,
is concerned with the search for resources and critical assets, such as technological
knowhow, managerial and marketing skills, foreign market knowledge and R&D
capabilities (Hansen et al., 2008; Jensen, 2009; Kim, 1980; Li, Wei, et al., 2010;
Uhlenbruck, Meyer, & Hitt, 2003).

MNCs and firms from developed economies possess such resources and some superior
processes (Dawar & Frost, 1999; Guillén, 2000), and their offshoring ties will directly
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or indirectly grant the DESs/outsourcees access to critical skills, competencies and
learning opportunities that may ultimately lead to competitive advantages (Alcacer &
Oxley, 2014; Bonaglia, Goldstein, & Mathews, 2007; Doh, 2005; Ernst, 2000; Grant &
Baden-Fuller, 2004; Li, Wei, et al., 2010; Mathews, 2006; Powell, Koput, & Smith-
Doerr, 1996; Simonin, 1997; Soekijad & Andriessen, 2003).

DESs may learn about and/or acquire such resources through their interactions with
outsourcing partners in ways that are not possible through open market exchanges
(Nonaka, 1994). However, certain difficulties come into play as the firms from
developed economies are often reluctant to share their critical resources with DESs, both
because of their lower competence level (Grant, 1996), but also because of the danger
of misappropriation (Alcacer & Oxley, 2014; Hitt, Ahlstrom, Dacin, Levitas, &
Svobodina, 2004). In addition to weak institutional settings, the poor protection of
intellectual property rights in many developing economies may further deteriorate the
sharing process (Mesquita, Anand, & Brush, 2008). In such a scenario, the DESs can
leverage the relational ties with specific outsourcers in order to facilitate knowledge and
resource acquisition (Yli-Renko, Autio, & Sapienza, 2001).

Furthermore, based on such relations, they may improve and extend their ties to existing
partner(s) and develop new contacts for knowledge sharing and for developing future
business. Basically, knowledge acquisition can be considered as a social process (Kogut
& Zander, 1992). The advantages resulting from such a relationship is called “relational
capital”. Such relational capital is vital for DESs in order to access additional
knowledge and resources (Dhanaraj et al., 2004; Van Gils & Zwart, 2004) and
accumulate it over time.

The relational capital in offshore outsourcing may represent a form of “relational rent”
(i.e. value generation) to both outsourcer and outsourcee in mutual exchanges and
cannot be developed in isolation (Dyer & Singh, 1998). Relational capital is a resource
that is created through social interactions (Dyer & Singh, 1998; Wathne & Heide, 2004)
that accompany, and to some extent govern the economic transactions among the
partners (Uzzi & Lancaster, 2003).

The essence of the relational embedded approach is that the firms extend their ties
beyond economic transactions and gradually come to share private resources with those
that they trust and with whom they develop a common set of values (Kale, Singh, &
Perlmutter, 2000; Rogan, 2013; Ulaga, 2003; Uzzi, 1999; Uzzi & Lancaster, 2003). In
offshore outsourcing, the outsourcers may gradually lose the ownership of the
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production to the outsourcees. In such situations trust remains vital. As the level of the
outsourcer’s trust in the outsourcee grows, the outsourcer becomes more willing to give
more business and share more information over time. Consequently, the outsourcee has
the opportunity to learn more from this relation. Therefore, mutual trust, openness and
frequent interactions are vital for learning, knowledge transfer, and resource
acquisitions.

Trust has remained as a central theme in inter-firm relationship in many studies across
different fields (Liu et al., 2008; MacDuffie, 2011; Madhok, 2006; Poppo, Zhou, & Li,
2015; Schilke & Cook, 2013). In economic exchanges, trust refers to the belief in honest
efforts by parties through commitment, investment and willingness to be vulnerable to
the actions of others (Doney & Cannon, 1997; Mayer, Davis, & Schoorman, 1995;
Schoorman, Mayer, & Davis, 2007; Wu, Sinkovics, Cavusgil, & Roath, 2007). Trust
exists at macro (international), mezzo (inter-organizational) and micro (individual and
organization) levels (Das & Teng, 2001b; Gulati & Nickerson, 2008; McAllister, 1995).
Inter-organizational trust remains the ‘“fundamental relationship building block”
(Wilson, 19954, p. 337) in cooperative ties, and can be seen as a fundamental ingredients
in the recipe of success (Aulakh, Kotabe, & Sahay, 1996).

Two main dimensions of trust can be mentioned; competence trust and goodwill trust
(Das & Teng, 2001a; Das & Teng, 2001b; Sako & Helper, 1998). Competence trust
refers to ““ the expectation of technically competent role performance”(Barber, 1983, p.
14). In offshore outsourcing, competence trust depends on the degree to which one party
(outsourcer) believes that its partner (DES) has the required competences and expertise
to undertake a specific job successfully (Das & Teng, 2001a; Das & Teng, 2001b;
Ganesan, 1994). Goodwill trust, on the other hand, has been defined as “the expectation
that some others in our social relationship have moral obligations and responsibility to
demonstrate a special concern for others' interests above their own” (Barber, 1983, p.
14).

Most studies treat trust as both an antecedent and an influencer of relationship
development (Anderson & Weitz, 1989; Anderson & Narus, 1990), while other takes
the view that an established relationship can influence trust (Gulati, 1995). An
interesting question arises as to what extent initial competence trust can lead to further
competence and greater goodwill trust over time? Once the relationship is initiated, and
the DES and the outsourcer start interacting, the level of competence trust and goodwill
trust may be enhanced. The inter-firm trust in offshore outsourcing implies that an
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exchange partner’s (Outsourcer’s/Outsourcee’s) expectation that the other partner
(Outsourcee/Outscores) may be relied upon to behave as expected and act fairly for
mutual gains (Doney & Cannon, 1997; Zaheer, McEvily, & Perrone, 1998). Such trust
leads to positive perceptions about stability, solidarity, and mutual coordination that
reduce relational risks, while facilitating learning and knowledge acquisitions. The
results of previous empirical studies affirm such claims, that different types and levels
of trust are associated with reduced cost and risks, facilitate learning and knowledge
transfer, and improved performance over a period of time (Gulati & Nickerson, 2008;
Leana & Barry, 2000; Li, Poppo, & Zhou, 2010; Li, Wei, et al., 2010; Liu et al., 2008;
Oxley & Sampson, 2004; Poppo et al., 2015; Ulaga & Eggert, 2006; Zaheer et al., 1998).

In vertical governance modes, such as offshore outsourcing, the duration and type of a
relationship can vary from a single transaction to repeated, cooperative, and long-term
relational ties. The nature of sourcing ties for strategic and non-strategic purposes also
varies. Existing literature has mentioned that strong ties can be a strategic mechanism
for firms using inter-firm exchanges (Kotabe, Martin, & Domoto, 2003), and a source
of strategic resources (Das & Teng, 2000) and competitive advantages (Afuah, 2000;
Ulaga & Eggert, 2006).

The literature has widely explained the role of cooperation and trust in long-term
relationships, but has also considered it to be ineffective in arm’s length relationships.
In transactional and arm’s length relationships, the interaction and exchange of
information between firms is limited and the knowledge base remains limited to
partners (Squire, Cousins, & Brown, 2009).

In the context of strategic or transformational outsourcing, it is important to note that
the outsourcers and outsourcees cooperate, whether the relation is long-term or short-
term (for a season or one-time transaction). In such ties, the outsourcers and outsourcees
interact closely, cooperate, and share information on a continuous basis, with an open-
door policy, in order to achieve the desired end results. The outsourcers need products,
processes and services of required standards at a specific price ata particular time (Wei
& Liu, 2006), while the outsourcees need continuation in their business, and they need
learning through working together and meeting the required specifications of
outsourcers. In this regard, only close and cooperative ties — even in an otherwise arm’s
length relationship — can benefit both parties (Moller, 2006) for mutual value.
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In short-term ties, the exchange partners cooperate in a rational forward-looking manner
that is referred to as “calculative trust” (Ferriani, Fonti, & Corrado, 2012; Poppo et al.,
2015). The calculative trust depends on the costs, benefits, and relative value associated
with either cheating or cooperation (Lewicki, Tomlinson, & Gillespie, 2006). When the
calculative trust is high, the parties prefer cooperation to achieve performance targets,
rather than the imposition of penalties and termination. This supports the expected
payoff of rewards over penalties and regulates exchanges with cooperation (Parkhe,
1993). In this regard, the outsourcers cooperate to get the desired products and services,
and work with reliable suppliers. On the other hand, outsourcees may prefer to cooperate
in order to obtain longevity in cross border business, and to develop continuous learning
opportunities and signaling to potential clients.

3.3.4 Relationship Types/Length, Trust and Resource Support

Earlier studies have mentioned that sourcing ties normally start with a relatively simple
task which is often transactional in nature; as the relationship matures over time, partners
engage in more complex and innovative projects (Asanuma, 1985; Benito et al., 2013;
Jensen, 2009, 2012). The frequent interaction between the DES and outsourcer
accumulates experience, develops expectations, and forms mutual values that shape and
guide their working pattern (Bercovitz, Jap, & Nickerson, 2006; Squire et al., 2009).
Based on the social exchange view, the increase in duration of partnership leads to
outsourcers’ trust in DES, as a long-term relationship enables them (DES) to judge and
adjust with the partners needs and specifications (Anderson & Weitz, 1989). Relational
trust arises when the DES start to act according to the expectations and preferences of
the outsourcer, and vice versa (Lewicki et al., 2006). Embeddedness and trust become
the dominant modes of control (Liu et al., 2010; Squire et al., 2009; Zaheer et al., 1998)
that reduce the adversities of private knowledge and misappropriation of resources
(Dhanaraj et al., 2004). Furthermore, trust enhances openness, and the process of sharing
crucial information (Inkpen, 2000) among outsourcers and DESs leads to mutual
developments(Das & Teng, 1998), and learning (Hamel, 1991).

The relationship duration enhances the social aspects that motivate partners to share
their private information and resources (Dhanaraj et al., 2004; Uzzi & Lancaster, 2003).
Over time, the familiarity of DESs and outsourcers enhances trustworthiness (Barney &
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Hansen, 1994; Schilke & Cook, 2015), which makes it easier to identify and develop a
collective atmosphere and build relationship-specific assets that promote inter-firm
learning and knowledge transfer (Kotabe et al., 2003). Similarly, the long-term

relationship can also enhance the outsourcer’s trust in the competences of the DES
(Anderson & Weitz, 1989).

The DES’s previous interactions, dealings, and successful completion of orders/projects
lead to enhanced competence trust. Experienced DES learn to protect proprietary
knowledge and the business secrets of their customers and sourcing partners, is
enhanced trust and facilitates the knowledge-diffusion mechanism (Cavusgil,
Calantone, & Zhao, 2003). Compliance with the required standards and agreed upon
supply deadlines, enhance the outsourcer’s trust in- and reliance on DES (Chua, Ingram,
& Morris, 2008). In return, the outsourcers share knowledge and support the DES in
both upstream and downstream operations. Hence, the relationship duration and
contents may impact the absorptive capacity of the DES through the development of
shared understanding.

Therefore, both the economic and social relational aspects shape and are considered to
be antecedents of the multiplex ties (Ferriani et al., 2012). Multiplexity is referred to as
the number of relations in a single relation, and the dimensions that shape relations and
the contents of the relationship (Ferriani et al., 2012). As mentioned earlier, a single or
uniplex relationship plays a vital role in shaping a multiplex relationship (Ferriani et al.,
2012) in offshore outsourcing. The uniplex relationship in most of the offshore
outsourcing ties takes the shape of economic transactions (placing order by outsourcer)
that can lead to multiplex ties and social relationships over time. For instance, previous
studies have mentioned that economic interests are vital in shaping the social
relationships (Argote, Ingram, Levine, & Moreland, 2000) and bonds of cohesion
(Kuwabara, 2011). Economic or short-term transactions entail two dimensions that
motivate multiplex ties, namely relational proximity and redundancy. The relational
proximity is based on the notion that business transactions have the incentives to develop
mutual business opportunities in a fair manner for future engagements. Redundancy
refers to the tendency to build new relationships upon the end of previous ones in order
to obtain stability and longevity in business (Lomi & Pattison, 2006). In contrast, the
social interaction contains mainly the accumulation of information and control
mechanisms (trust and relational aspects) that enhance the reliability and trustworthiness
of partners, which in turn leads to multiplexity (Ferriani et al., 2012; Gulati & Gargiulo,
1999; Uzzi, 1996).
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The multiplex relation (either transactional, relational or a combination of both) may be
vital in creating resource support for the partners (Tuli, Bharadwaj, & Kohli, 2010)
engaged in offshore outsourcing, and especially for the DES. Therefore, it is not
surprising that outsourcers, particularly from developed economies, engage and further
extend their sourcing ties in highly advanced, technological, R&D, and innovative co-
developed and co-produced products, processes, and services (Kotabe et al., 2003). Such
relationships are important for building long-term relationships with key suppliers and
supplier development (Narayandas & Rangan, 2004a; Ulaga & Eggert, 2006).

3.3.5 Resource-Based View, Dynamic Capability, and Absorptive Capacity

The resource-based view (RBV) considers a firm’s specific resources and capabilities
as the main source of competitive advantages and better performance (Barney, 1991,
Peteraf, 1993). Resources are the stock and collection of assets and capabilities that are
semi-permanently linked with organizations. Such resources guarantee superior
performance and competitive advantage if and only if they are valuable, inimitable, rare,
and non-substitutable (Barney, 1991).

Studies on inter-firm learning show that competitive advantages are derived not only
from the individual firm’s resources (Bertrand, 2011; Eisenhardt & Schoonhoven,
1996), but also from difficult-to-imitate capabilities embedded in relationships with
others (Dyer & Singh, 1998; Mesquita et al., 2008). In this regard, competitive
advantage is derived from a firm’s superior capabilities as well as from transferring and
creating knowledge in a relationship (Foss & Foss, 2005). In order to acquire knowledge
and keep the string of relationship with foreign firms (outsourcers), DES not only build
relation-specific assets and knowledge-sharing routines (Yli-Renko et al., 2001), but
also combinative capabilities. These capabilities allow DES to both exploit and explore
rent-generating resources, shape future competencies, and generate competitive
advantage through effectively integrating and coordinating resources, and further
disseminating them across the firm in a dynamic manner.

Dynamic capabilities of the firm stems from their ability to integrate, build, and
redeploy internal and external competences to address changes in the business
environment (Eisenhardt & Martin, 2000; Teece, 2007), and have been defined as “ the
capacity of an organization to purposefully create, extend, and modify its resource
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bases” (Helfat, 2007, p. 1). The dynamic capabilities are identifiable (and thus not
implied), and they derive from firm-specific processes that contribute in product
development, resources-transferring processes, knowledge creation, strategic decision,
and alliance formation (Eisenhardt & Martin, 2000). The dynamic capabilities represent
firm-specific routines and strategic orientations that may not only allow firms to
overcome their inherited resource limitations and constraints (Easterby-Smith, Lyles, &
Peteraf, 2009), and respond to changes (Teece et al., 1997), but also drive them towards
organizational change (Eisenhardt & Martin, 2000; Zott, 2003) on a continuous basis.

Accordingly, DESs foster dynamic capabilities that can enable them to develop
compatible processes and systems to correspond with their needs and further enhance
their abilities to acquire knowledge and support from sourcing partners, and can help
them integrate, build, and reconfigure the resources to develop competencies. The
development of such capabilities can lead to innovative offerings that meet the market
demands and can enhance longevity in existing sourcing ties as well as develop new
business.

Absorptive capacity is a form of dynamic capability (Zahra & George, 2002) that
permits firms to understand the relevant technology or knowledge to predict its future
use. Further, absorptive capacity enhances firms’ ability to accumulate related
knowledge components that allow them to evaluate and exploit resources for future
developments. It refers to the firm-specific routines through which they acquire,
assimilate, transform, and exploit knowledge (Zahra & George, 2002). It has vital effects
on the level of organizational learning, as in its absence firms simply lose their ability
to exploit external knowledge (Szulanski, 1996). According to absorptive capacity
theory, the strategic orientation of a firm is vital in shaping which areas and aspects of
knowledge are valuable and should be assimilated and applied (Lane et al., 2006).

Strategic orientation is an umbrella term referring to firm-specific processes, practices,
and decision-making patterns (Lumpkin & Dess, 1996; Wiklund & Shepherd, 2005) that
shape firms’ operations in a dynamic manner; it helps firms to guide and execute their
operations according to strategic intent (Atuahene-Gima & Ko, 2001), shape
knowledge-acquisition routines and execution, and respond to the market needs (Lane
et al., 2006). The DES’s strategic orientation serves a double role: (1) DES actively
builds relationships with sourcing partners and market actors to acquire knowledge and
resources, (2) while also actively re-configure and integrate the acquired resources
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internally, in a dynamic way. This helps to its involvement in value-added offerings and
operations.

3.3.6 Strategic Orientation, Knowledge Acquisition and Value-Chain Movement

Operating under conditions of limited knowledge and resources, underdeveloped
infrastructure, and weak institutional settings lead DESs to initially build low value-
added, homogeneous, and low-cost competencies as a source of competitive advantages.
Such competencies and processes can only guarantee DESs a minor share of business
(Ulaga & Eggert, 2006) or just help them to get integrated in the global production
network (Kotabe, 1998) on a temporary basis.

However, cost efficiency is no longer a sole driver (Kedia & Lahiri, 2007), as reliance
on cost competences may hamper firms’ innovative capabilities in providing unique
(Gao, Murray, Kotabe, & Lu, 2010) and value-added offerings. Furthermore, such
reliance deteriorates the future competitiveness of a firm. Product and price have not
generally been important differentiators, but searching new ways and improved
behaviors capabilities are important in differentiation and value creation on a continuous
basis (Lewin & Couto, 2007; Mdller, 2006; Ulaga & Eggert, 2006; Vandenbosch &
Dawar, 2002).

Besides active involvement in offshore outsourcing and resource support from
outsourcers, DESs need firms-specific orientations and capabilities (Sundbo, 1997) to
mitigate the competencies and knowledge gaps as well as to enhance their abilities to
offer unique and innovative products (Gao et al.,, 2010) and services (Gebauer,
Gustafsson, & Witell, 2011) at low costs (Kothari, Kotabe, & Murphy, 2013). The
deliberate involvement in both exploitative and explorative orientations can enhance
DESs’ ability to acquire, absorb, accumulate and disseminate knowledge internally
(Lane et al., 2006) to create, extend, and modify its resources (Helfat, 2007) and
offerings.

The strategic orientation helps DESs to focus on resources, capabilities, and main
competencies (Wernerfelt, 1985) to fine-tune their operations according to their
strategic intent (Atuahene-Gima & Ko, 2001) and to guide their quest for knowledge
acquisition, application, and reaction to the changing business environment (Al-Ansaari,
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Bederr, & Chen, 2015; Lane et al., 2006; Neu & Brown, 2005). This motivates DESs to
nurture an organizational culture and competences that can successfully meet the
specifications for innovative OEM, ODM, and related services. Furthermore, strategic
orientation enhances their ability to operate independently, change their operational
modes, and assists with organizational renewal and development, and even outward FDI
(Benito et al., 2013; Kotabe, Dunlap-Hinkler, Parente, & Mishra, 2007; Luo & Tung,
2007; Zhou, Yim, & Tse, 2005). In general, strategic orientation includes market (Kohli
& Jaworski, 1990), entrepreneurial (Lumpkin & Dess, 1996), technological (Gatignon
& Xuereb, 1997), alliance (Batonda & Perry, 2003; Kandemir, Yaprak, & Cavusgil,
2006), and other evolving orientations.

Market orientation (MO) refers to customer-centric processes, operations, and the
decision-making style of a firm to respond to markets and meet customers’ needs better
than competitors in a given time (Jaworski & Kohli, 1993; Kohli & Jaworski, 1990;
Sinkula, Baker, & Noordewier, 1997). In offshore outsourcing, the market oriented DES
focuses on outsourcer’s centric operations to meet their dynamic demands and/or
quickly respond to the changes in overall market standards. The market oriented DES
not only sees outsourcing collaboration as a part of its marketing strategy (that is, access
to international markets), but also as a springboard for learning and movement in the
value chain. Therefore, in offshore outsourcing, the acquisition of resources and
knowledge is motivated by both the requirements of outsourcers and DESs’ deliberate
intent for movement in the value-added operations. In order to meet the customized and
complex customer needs (Gebauer et al., 2011), cope with the competition (Li, Wei, et
al., 2010), and react to the fast changes in the market, DESs needs not only close support
from its sourcing partners, but it also needs active investments in technological,
managerial, and marketing resources. Thus, the market orientation motivates DESs to
invest in resources and capabilities in a dynamic manner to acquire, adapt, and
internalize new knowledge and competences (Child & Rodrigues, 2005; Hurley & Hult,
1998). This updates and enhances their knowledge base regarding the latest market
developments in order to design, develop, and manufacture new products and services,
and engage in innovative processes (Berkhout, Hartmann, & Trott, 2010; Hurley & Hult,
1998), which may lead to an overall improvement of the competitive advantage of DESs
(Henard & Szymanski, 2001).

Entrepreneurial orientation (EO) reflects the firm’s eagerness to disrupt the tried-and-
true philosophy (Wiklund & Shepherd, 2003) and follow “new market opportunities and
the renewal of existing areas of operations” (Hult & Ketchen, 2001, p. 901).
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Entrepreneurial orientation is a mechanism that stimulates innovativeness, pro-
activeness, and risk-taking behavior (Covin & Slevin, 1989, 1991). Innovativeness is
the tendency to support new ideas and changes (Lumpkin & Dess, 1996; Rauch,
Wiklund, Lumpkin, & Frese, 2009); it enhances creativity and experimentation in
developing new products/services, technology and techniques, adaptation, and internal
processes/systems (Baker & Sinkula, 2009; Li, Wei, et al., 2010). Proactiveness is a
forward-looking and opportunity-seeking motivation to anticipate and embark on future
changes in the market and introduce new techniques, processes, services, and products
(Ahuja & Lampert, 2001; Baker & Sinkula, 2009; Li, Wei, et al., 2010). Risk-taking is
the ability to tolerate risk and participate in projects with uncertain outcomes (Ahuja &
Lampert, 2001; Baker & Sinkula, 2009; Lumpkin & Dess, 1996).

In the case of DESs, the entrepreneurial orientation encourages both learning by
exploration and exploitation/experimentation (Gebauer et al., 2011; Lisboa, Skarmeas,
& Lages, 2011). The main purpose of DESs involvement in explorative and exploitative
experimentation is to improve their competitive advantage, while following the
customer-/market-centric philosophy to meet their latent needs (Hamel, 1991; Shah,
Rust, Parasuraman, Staelin, & Day, 2006). Offshore outsourcing can serve as a
springboard for DESs, as it help them to gain access to international markets as well as
to obtain up-to-date international knowledge (Luo & Tung, 2007). DESs involved in
customized original equipment manufacturing (OEM) and original design
manufacturing (ODM) need to stay closer to their customers (Kohli & Jaworski, 1990;
Sheth & Parvatiyar, 1995), receive more support, lead the co-creation of knowledge, co-
design new products, processes, and services (Gebauer et al., 2011), and achieve better
performance (Hult, Hurley, & Knight, 2004).

In addition to customer support, DESs find new and dynamic ways to overcome their
critical bottlenecks (Mathews, 2002) (such as lack of international experience,
managerial and professional expertise, technological and innovative capabilities, etc.)
to work with new technologies and create value (Ulaga & Eggert, 2006). The
entrepreneurial oriented DESs actively engage and invest in resources and capabilities
to reduce their latecomer disadvantage at the global stage, and connect their resources,
knowledge, and competencies for the development of value-added products, processes,
and services (Hurley & Hult, 1998). This stimulate them to acquire innovative
capabilities and renew existing competences that can foster their abilities to meet the
complex international demands for innovative products, advanced processes, services,
and/ or the ability to create new business (Lumpkin & Dess, 1996).
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Technological orientation (TO) is defined as the firm’s “ability and will to acquire a
considerable technological background and use it in the development of new product”
(Gatignon & Xuereb, 1997, p. 78). It refers to the frequent acquisition and engagement
of an organization with new technologies (Sainio, Ritala, & Hurmelinna-Laukkanen,
2012). A technologically oriented DESs devotes resources and invests in R&D and
design, and uses sophisticated technologies and systems (Voss & Voss, 2000) in order
to develop innovative products, value-added processes, services, and new solutions
according to international market needs (Gao, Zhou, & Yim, 2007; Liu, Ke, Wei, &
Hua, 2013). Technology-oriented DESs employ technology as a source of competitive
advantage to enhance their capacity to differentiate themselves through innovative and
high-value offerings as well as to explore new business opportunities (Frambach,
Prabhu, & Verhallen, 2003; Hamel & Prahalad, 1994). Integrating both customer value
and technological innovation leads to a continuous stream of high value-added offerings,
above-average returns, and overall better performance (Batra, Sharma, Dixit, Vohra, &
Gupta, 2015; Gatignon & Xuereb, 1997).

Alliance orientation (AO) refers to the strategic choice of firms to collaborate with others
(Alexiev, Volberda, & Van den Bosch, 2016) in the development and commercialization
of innovative products, processes, and services (Ahuja, 2000; Yli-Renko et al., 2001).
Strategic ties and collaborations with market players are vital in acquiring knowledge,
technology, and expertise, as well as developing production, market capabilities, and
industry networking, while sharing costs and risks (Baker, Grinstein, & Harmancioglu,
2015; Kotabe, Jiang, & Murray, 2014). Accordingly, firms can enhance their overall
innovativeness and innovation in the value chain through strategic alliances. The lack
of resources (Baum, Li, & Usher, 2000) has caused DESs to engage in different types
of strategic alliances in order to gain access to market information, resources, the latest
techniques/methods and technologies, thus mitigate their competencies and knowledge
gaps to be able to work in international markets (Ireland, Hitt, & Vaidyanath, 2002;
Wilson, Perepelkin, Di Zhang, & Vachon, 2014). Alliance-oriented DESs proactively
form alliances with suppliers, customers, and important market players to gain access to
resources, capabilities, and markets (Petzer, De Meyer, Svensson, & Johanna de
Villiers-Scheepers, 2012). Accordingly, alliances can enhance their ability to address
turbulence in the business environment, market alienation, and competitive intensity
(Alexiev et al., 2016).
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3.4 Conceptualizing DES’s Learning Domains, Ways, and Reasons

In order to establish a basis for a potential effect of offshore outsourcing on DESs’
learning and movement in the value chain, an attempt has been made towards identifying
key dimensions related to learning domains, specific ways, main motivations, and their
overall effect on DESs’ developments (that is, movement in the value chain). The
strategic intents and dynamic capabilities (both exploitive and explorative) of DESs
could explain their learning, specific ways, main motivations, and overall developments.

As mentioned earlier, DESs are different from their developed-economy counterparts,
both in weaknesses and strengths. DESs did not initially develop the necessary resources
and capabilities needed for competitive advantages. The literature has mentioned DESs
with several challenges related to financial resources, advanced technologies,
managerial capabilities, R&D capabilities, global brands, and others (Hitt et al., 2004;
Khanna & Palepu, 2006; Tsai & Eisingerich, 2010; West-111 & DeCastro, 2001) needed
to compete in international markets and move up in the value chain. Furthermore, under-
developed institutions and market infrastructure further restrict their access to resources.
In such a scenario, what are the main tactics and strategies that DESs have employed in
order to get involved in value-added operations and move up in the value chain?

The literature mentions different strategy typologies and taxonomies at a generic level
(Doty & Glick, 1994; Porter, 1998). Several attempts have been made to develop
specific conceptual models that explicitly focus on firms in developing economies
(Craig & Douglas, 1997; Dawar & Frost, 1999; Khanna & Palepu, 2006), mostly
focusing on survival strategies, such as defensive or dodger strategies staying at the
lower end of the value chain, or partnering with international firms. Similarly, Khanna
& Palepu (2006), Chittoor & Ray (2007), Tsai & Eisingerich (2010), and Chittoor et.al.,
(2009) explicitly mentioned how the competitive strategies of emerging economies
firms drive them in value-added operations at the international level.

Most of these frameworks converge on the view that DESs should find it challenging to
develop resources and capabilities on their own, that would allow them to move to high
value-added activities at the international stage and compete in demanding foreign
markets. Therefore, the main strategy of DESs would be to exploit locally available
resources or developed proprietary advantages, as well as to rapidly explore and acquire
resources and capabilities to offer, add value-added products/services and move up in
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the value chain. (Danneels, 2002; March, 1991; O’Reilly & Tushman, 2008; Raisch,
Birkinshaw, Probst, & Tushman, 2009)

Kotabe & Mol (2009) mentioned that firms may either welcome others to their home,
and /or they may go abroad to address their deficiencies and gain access to resources,
market knowledge, and best practices. Based on their inherent deficiencies, DESs’
outsourcing strategy/sourcing ties might be one of the most effective ways to obtain the
necessary knowledge and resources for development. The strategic intents and dynamic
capabilities (both exploitive and explorative) of DESs could explain their learning,
specific ways of learning, main motivations for learning and overall developments
(movement in value chain), including the following: target market; product/service
strategies; entry mode (involvement in value addition and foreign markets); mode and
intensity of expansion; R&D and innovation tendencies; production/system
competences; and top-management support.

Overall, the relevant studies on firms from emerging economies consistently suggest a
number of learning domains, ways, and reasons to exploit the competitive advantage as
well as to address their competitive disadvantages for future development.

3.4.1 Learning Domains

The term “learning domain” in this study refers to the adoption, knowledge acquisition,
learning, and change in overall behavior of DESs or their subunit(s) over time, while
engaging in outsourcing ties. Past research in the context of emerging economies has
explicitly identified managerial, technological, marketing, critical assets and resources
as key areas of concern for DESs (Hansen et al., 2008; Jensen, 2009; Kim, 1980; Li,
Wei, et al., 2010; Uhlenbruck et al., 2003).

The learning, knowledge acquisition and capabilities development of firms in emerging
economies are associated with the search for technological know-how (Young, Huang,
& McDermott, 1996), product-related knowledge (Hitt, Bierman, Uhlenbruck, &
Shimizu, 2006), new product development, design and R&D (Petersen et al., 2005),
market relationships (Jensen, 2009), branding (Jensen, 2009), innovation (Kotabe et al.,
2007; Salomon & Jin, 2010), international standards (Kang, Mahoney, & Tan, 2009),
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market knowledge (Garcia, Avella, & Fernandez, 2012), and others. All the afore-
mentioned are different “learning domains™ that are examined in the present study.

3.4.2 Learning Ways

‘Learning ways’ refers to idiosyncratic modes and channels through which DESs or their
subunit(s) acquire and disseminate knowledge about a specific aspect/ area, as captured
by the learning domains.

Generally, firms in developing economies will face low availability of financial
resources and advanced knowledge locally. They are fundamentally different from their
counterparts in developed economies, both in strengths and weaknesses (West-111 &
DeCastro, 2001). Therefore, these companies have historically given low attention to
R&D and innovation, and consequentially have weaker technological capabilities.
Armed with dynamic capabilities and strategic orientations, some DESs may adopt
exploitative and explorative routes to deliberately acquire, adopt, create, and modify
their resource base (Helfat, 2007), which can help them to develop superior capabilities
and move up in value chain.

Existing research regarding emerging economies has generally identified different
learning ways and dynamic capabilities, including CEO and top management support
(Lisboa et al., 2011; Wiklund & Shepherd, 2003; Zhou et al., 2005); investment in
machines (Chittoor et al., 2009; Malik & Kotabe, 2009; Tsai & Eisingerich, 2010);
mergers and acquisition (Chittoor & Ray, 2007; Gubbi, Aulakh, Ray, Sarkar, &
Chittoor, 2010); reverse engineering (Malik & Kotabe, 2009); imitation and emulation
(Jiatao & Kozhikode, 2008; Luo, Sun, & Wang, 2011; Shenkar, 2009); customer
specifications (Lamin & Dunlap, 2011); outsourcing ties (Hansen et al., 2008; Jensen,
2009; Yakhlef, 2009); product partnership (Prahalad, 2005); investment and
involvement in R&D (Chittoor & Ray, 2007; Tsai & Eisingerich, 2010); marketing and
sales (Jensen, 2009; Young et al., 1996); manufacturing flexibility (Malik & Kotabe,
2009); investments in new technologies (Svetli¢i¢ & Rojec, 1994); alliances (Li et al.,
2008; Liu et al., 2010; Tsang, 2002); and learning by doing, supplying, and exporting
(Alcacer & Oxley, 2014; Chu, 2009; Tsang, 2002).
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The present study will explore how these different learning ways influence DESS’
development and movements in the value chain.

3.4.3 Main Reasons for Learning

The term “main reasons” in the present study refers to the main motivations for the DESs
to learn in a specific domain through a specific channel or “learning way”. These reasons
are related to both upstream and downstream movement in the value chain.

The main motivations for both outsourcers and outsourcees to engage in offshore
outsourcing ties generally include the following: resource seeking, market seeking,
efficiency seeking, technologies/competences seeking, strategic assets seeking, and
corporate transformation, among others.

As mentioned earlier, firms from emerging economies are different from their
counterparts in developed economies with regard to resources, capabilities, and ways of
obtaining resources and knowledge, and thus they also differ in their main motivations
for future development. Due to underdeveloped strategic resources, firms from
developing economies face challenges in acquiring resources such as market, finance,
technology, and managerial capabilities. Overcoming such resource constraints is a pre-
condition for a transformation towards value-added operations and for being globally
competitive. Hence, access to these resources can place DESs in the endogenous process
of learning and acquiring new capabilities and know-how for high value-added offerings
according to internationally demanded standards. Such accesses and learning
involvements can move DESs up the ladder in the catch-up process.

Previous studies on emerging economies have identified the following motivations:
improve overall performance and competitiveness (Gubbi et al., 2010; Malik & Kotabe,
2009); innovation (Li et al., 2008); market seeking (Andreff, 2002; Jensen, 2009);
capability seeking (Tsang, 2002); knowledge seeking (Li, Wei, et al., 2010); strategic
assets and options (Luo & Tung, 2007; Mathews, 2006); organizational changes and
strategic transformation (Chittoor et al., 2009; Gubbi et al., 2010); internationalization
(Gubbi et al., 2010); competitiveness (Li, Wei, et al., 2010); branding (Chu, 2009);
access to technology (Chittoor & Ray, 2007; Chittoor et al., 2009); and others. In the
present study, all such relevant motivations will be explored.
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3.4.4 Initial Development of DESs Typology

A combination of the related learning domains, ways, main motivations and overall
strategic intent could explain different paths and developments as initial typologies. For
the purpose of the present study, this study may identify a few main company types with
their specific strategic orientations in addition to their offshore outsourcing ties. The
different types of companies may also be seen as representatives of various stages and
developments in internationalization process and on their way to becoming global
actors. As we shall see, however, this does not mean that all firms will go through all
stages on their way to developments. The typologies are based on nature of offerings,
type of customers, nature of relationship with customers and market actors, focus on
markets, entry mode, R&D and innovation intensity, marketing intensity, intensity of
expansion.

Traditional Actors (TAs): These firms historically and typically focus on conventional
narrow lines of low value-added products, processes, and services that are limited to
their local market. TA exploits comparative endowment factors such as cheap raw
materials, labor, and conventional production systems. This type of actor also tends to
stay in isolation, with no or very limited international exposure and involvement;
additionally, they do what others have been doing for decades in the local market, with
limited or no involvement in R&D-related activities.

Experimental Outsourcees (EOs): The EOs are at a stage where they are yet not
committed to an internationalization strategy, international operations and markets but
they started and are open for selling products and services across borders with certain
value-added aspects to gain experience and benefits. This extension may be a response
(active/passive) to customer specifications, changes in markets and/or marginally
treating international business as part of their business. EOs allocate some resources and
a small portion of production capacity to foreign orders, and undertake international
sales on an experimental basis. This type of actor has no or very limited investments or
engagements in R&D-related activities. Although EOs establish contact with one or
more foreign clients, most of their operations are concentrated in local markets. They
remain in low-medium value-added operations, as they offer low-medium value,
standardized products and services, and OEM as per customer demand. In general, EOs
build their capabilities on location-specific advantages, such as availability of cheap
inputs, processes, and labor, leading to low-cost advantages.
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Active Outsourcees (AOs): In addition to having low-cost manufacturing and processing
capabilities through exploitation of local resources, AOs actively seek to explore new
opportunities. This type of actor is committed to invest resources to extend their ties
with existing sourcing partners and/or search for new customers and markets across
borders. They formally establish sales and marketing offices (both locally and across
borders) to engage in proper sales and marketing activities. They invest in new
machines, processes, and R&D-related activities, and acquire experts to obtain the
required competencies to meet the latest demands. In relation to its conscious efforts to
remain in manufacturing and supplier relations with international clients and move into
international markets, AO obtained certain international certifications. Similarly, AOs
formulate product strategies related to a specific range of products and designs for both
local and international markets.

Explorers (EXPs): In addition to exploitation of local low-cost capabilities, Explorers
are characterized by exploration and innovation to acquire new capabilities so as to
extend their operations and offerings in value-added segments in regional and
international markets. They adopt a proactive approach towards value addition and
explicitly engage in long-term relations with specific customers and sourcing partners
in different markets and regions. EXPs intensify investments in the latest machines,
equipment, processes, and R&D/RE, and acquire experts to introduce the latest
developments in their operations that are necessary for innovative offerings (such as
promotional collections or OEM, ODM), designs, and services according to
international standards. In addition, EXPs establish close ties with sourcing partners and
leading market actors in different areas in order to obtain the required competencies in
the production of a vast range of high-end products, quality processes, innovative
services, and related operations. Through these involvements, EXPs explore new
avenues and make their way into value-added operations in both local and international
markets. In addition to their active involvement in knowledge intensive and specialized
contractual manufacturing (that is, OEM, ODM) the EXPs further explore new
opportunities in marketing and sales of their own products under registered names and
logos.

Partner/Competitors (PARs): Partners are aspiring to emerge as truly international
firms, with about 80 percent of sales revenue coming from international business and
exports. Their strategic focus and customer-centric philosophy require them to invest
and acquire a solid foundation in all-round capabilities: R&D/ reverse engineering (RE)
in developing new product concepts, designs and developments, innovative services,
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international presence, marketing, sales, and distribution capability. Further, PARs
establish close ties with market-leading actors to know about the latest market trends,
and they seek help in designing and developing innovative concepts, products,
processes, designs, services, and marketing. Furthermore, PARs strengthen their
production, design, and R&D capabilities through their involvement in offshore
production facilities and in design and R&D centers. Besides, specialized expertise in
knowledge-intensive manufacturing (that is, OEM, ODM), Partners develop and market
their own concepts and offerings under registered logos (OBM) as promotional tools
through significant process skills and R&D/reverse engineering capabilities.
Additionally, they actively participate in providing design and pattern development
services to world-leading names. PARs may also use international acquisitions, focus
on niche segments, and ethno- branding strategies in order to be able to pursue branding
and marketing activities through their own supply chains, outlets, sales, and marketing
networks to enhance overall growth. These capabilities enhance Partners’ ability to
compete with MNCs in specific product categories in local, regional, and international
markets.

Emerging Global Challengers (EGCs): Comparatively, EGCs are more advanced than
PARs in their operations and market selection. Emerging Global Challengers adopt
proactive and explorative routes for expansion, both upstream and downstream, and they
focus on high value-added operations. They acquire experts and invest in state-of-the-
art machines, systems, marketing, operational capabilities (such as supply chain, sales
and distribution, outlets, etc.), product development, and R&D facilities. They may also
engage in international acquisitions, offshore production, offshore design and R&D
facilities, and certified integrated manufacturing in order to strengthen their abilities to
develop innovative collections, patents, and brands. They also engage in a broad range
of OEM, ODM in both customized and generic categories. They tend to expand rapidly,
offer innovative products and services, and market their own brands and registered
collections in regional and international markets.

Generally, TAs and EOs are involved in low value-added operations and produce
standard and low-medium end products, and they mostly focus on local markets. EOs
may participate in sourcing ties with one or two international clients with a focus on
simple and standard products, in addition to active local market engagements.

AOs exert a higher level of commitment and invest in resources to engage in both local
and international markets. They engage in basic product development and R&D-related
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activities, and produce innovative offerings through a limited range of products for both
local and international market(s). They generally have limited geographical coverage
and expansion.

EXPs are characterized by the exploration of new capabilities, besides active
exploitation of low-cost capabilities. This type of actor targets regional and international
markets as well as value-added segments in the local market. Explorers intensify their
commitment and resources towards areas such as R&D, design, certification, sales,
marketing, and latest machines to engage in innovative and value-added offerings
according to international standards. In addition to contractual manufacturing of OEM,
ODM, Explorers develop and market their own registered products, processes, and
service concepts as a promotional tool.

PARs and EGCs both adopt a proactive and exploratory route of expansion, with
different levels of intensity. Partners are firms who compete with modern firms and
MNCs in specific product categories in different markets. Partners expand rapidly; they
build all-round knowledge and intensive capabilities in R&D/RE, design, innovation,
and marketing. They are active in providing specialized OEM and, ODM services to
world-leading clients. Additionally, they develop and market their own registered logos,
collections, and brands (OBM) through their own sales and marketing network.

EGCs are more advanced in their operations and market focus than PARs. In addition
to having the same set of capabilities, EGCs develop more advanced capabilities related
to R&D/RE, designing, and advanced systems oriented operations. International
acquisitions and involvement in offshore production, design and R&D enhance their
movement into the high value-added sector. They market and sell under their own brand
in regional and international markets.

The overall intention in the present study is to examine to what extent some DES may
proactively learn in offshore outsourcing relations, bypassing certain stages and moving
up in value-added activities, while others remain in middle- and low-value chain
activities. The level of learning and value addition involved in each stage is briefly
explained in Table 3.2:
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Table 3.2:

DESs’ developmental stages

Development | Nature of Market Learning ways Capabilities
Operations and
Offerings
Traditional Low value-added Local Exploitation of local resources, | Comparative advantage-low
Actors products and repetitive learning in domestic | cost production, cheap
processes market, learn from local resources and factors of
stakeholders (industry, production
competitors and customers)
Experimental | Low - medium value- | One or two Operational learning by doing Comparative advantage of

Outsourcee added products & sourcing ties with | Market knowledge through low cost production, cheap
processes foreign clientsin | clients’ preferences, resources and labor, blind
addition to local specifications and schedules. imitation, limited OEM
focus service
Active Low or high medium | Local market Exploitation of local resources, | Comparative advantage of
Outsourcee value-added focus and exploration of operational and low cost production, cheap
products, processes, expansion into technical resources, customer resources and labor, creative
services new regional and | specification, investment in imitation, specific product
international men, machines, infrastructure, strategies, OEM, ODM,
markets enhancing sales and marketing | proper marketing and sales
and legal handling capabilities
Mergers and alliances
Explorer Proactive approach Shift focus from Exploitation of local resources | Low cost and differentiation,
towards value local to regional and exploration of innovative innovation thorough reverse
addition. and international | ways, customer specifications engineering, OEM, ODM
Middle and high markets intensify investment in men, services, innovative products
value-added machines, processes, design, and processes (OBM), high
products, processes, R&D and certifications, quality manufacturing and
services product partnership processing
Partner/ High value-added Global mindset, Exploit low cost resources, Solid foundation in all round
Competitor products, processes more focus on strategically explore new ways, | capabilities, lead OEM,

& services regional & customer specification, ODM, OBM services
international strategic investment in R&D, supplier, innovative
markets, limited designing, machines, concepts, branding and
local engagement | processes, certifications, marketing through own sale

strategic alliances and distribution
arrangements
Niche and ethno-branding
strategies in regional and
international markets
Commercial designing,
pattern development and
testing services
Emerging High value-added Global mindset, Exploit low cost resources, Expertise in innovative
Global products, innovative | more focus on strategically explore new ways, | OEM, ODM, innovation,
Challenger processes & services | regional & sourcing partners/customer develop market, sale and

international
engagements and
markets, no or
limited local
engagement

specification, strategic
investment in R&D, systems,
designing men, machines and
processes, strategic alliances,
foreign acquisition

distribution of own brand
and promotional collections
Commercial service provider
including- logistic,
designing, pattern
development and quality
audits

Based on the limited prior scholarly work on the outsourcee perspective in offshore
outsourcing and having chosen an abductive approach in the current study, it is
paramount to be open for other possible typologies and alternative paths towards
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movement in the value chain. The chosen typologies served as an initial starting point
for deep empirical, qualitative research, and for theory development-not for hypothesis
testing, which would require more refining and large sample.

3.5 A Tentative Research Model

Based on the literature review, and in addition to the above-mentioned typology an
initial and tentative research model is suggested, as shown in Figure 3. The model
portrays learning domain(s), specific ways, main reasons, and the overall effect of these
three dimensions upon DESs development. The development can be seen as a movement
in the value chain towards an advanced, high value-added stage.

The learning domains consist of knowledge acquisition and the learning of certain
dimensions or aspects related to value-added operations, processes, and services.
Learning ways are the dynamic means and approaches through which DESs successfully
acquire and disseminate the required knowledge and competences. The reasons are the
DESs’ specific strategic intent and main motivation to become involved in certain
learning through specific ways. The development path is the overall effect of the
learning domains, ways, and motivations on DESs to progress or move strategically
towards different value-added operations, processes, services and modes.

Figure 3: A Tentative Research Model of the Learning Impact of Offshore Outsourcing

iti i Active Emerging
Traditional Experimental Explorer Partner Global

Actor =—>{ Outsourcee —>| Outsourcee | —] — —_—
354 352 354 857 359 Challenger

The development model (Figure 3) is used to map the main concepts and their relations. In
general, it is assumed that DESS’ expansion is driven by the exploitation of local
advantages and/or through learning from others (Lamin & Dunlap, 2011; Salomon & Jin,
2010).
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Reliance on low-cost resources, inputs, and labor is no longer a source of competitive
advantage. To become globally competitive, firms should develop critical capabilities that
move them up the value chain (Lamin & Dunlap, 2011; Oshri, Kotlarsky, & Willcocks,
2011). The objective of the present study is to explore how and to what extent firms learn
and acquire capabilities through their offshore outsourcing ties — in ways that enable them
to move up in the value chain (Jensen, 2009).

With regard to development paths in the model, DESs may take many alternative,
exploration and exploitation routes, in their learning and development endeavors, as
shown in Figure 3 and discussed below. Each development path is represented in figure
in numbers referring to the sub-section below.

3.5.1 Development from Traditional Actor to Experimental Outsourcee

The initial development from TA to EO is considered to be a result of responses to
customer inquiries, specifications, changes in market and/or considering international
business as part of their business on a trial and intermittent basis. DESs typically have a
history in low-cost manufacturing and processes, being mostly dependent on the
exploitation of local resources, cheap inputs, labor, and production as comparative
advantages. Gradually, the owner’s/top-management orientation and involvement in
international supply and operations may serve as a driving force for allocation of
resources and production capacity to foreign orders/international sales. This extension
demands little commitment, and only extends DESS’ domestic products or services
across borders with some value-added aspect(s) and/or produce according to foreign
customer specifications. The successful fulfillment of customer specifications in basic
and standard products and processes may often connect DESs with cross-border
markets.

3.5.2 Experimental Outsourcee to Active Outsourcee (EO to AO)

The development from EO to AO can be seen as a result of DESs’ active search and
involvement in new opportunities in lucrative international markets, based on their
positive experiences from previous engagements in international sourcing ties. The AOs
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have focused their attention on international sourcing ties in addition to their active local
market engagements. Besides the active exploitation of low-cost resources, these AOs
show more commitment, and invest more resources in the acquisition of necessary
capabilities in order to extend their cross-border ties with existing sourcing partner(s)
and to further search for new opportunities and segments in international markets.

The establishment of a formal organizational structure, with sales/marketing
departments for handling international business, may be vital in driving DESs in new
directions, and for exploring new business opportunities. Similarly, the investments in
new machines, acquisition of experts, and mergers and alliances with foreign partners,
may help the production infrastructure, processes, and related activities to start
producing according to international market standards and customer specifications.
Involvement in certifications and standards may also enhance DESs’ abilities to comply
with international market requirements and can enhance good image to create trust in
their dealings and offerings. Furthermore, DESs may formulate product strategies
related to both sourcing ties and local market engagements in value-added offerings.

3.5.3 Experimental Outsourcee to Explorer (EO to EXP)

The development from EO to EXP may be considered to be the result of active
investments in integrated production, washing/processing facilities, and related
operations. Furthermore, the acquisition of experts and certifications may enhance the
production of new and value-added offerings and processes according to customer
specifications and international standards. The commitment and involvement in
production related and certifications enhance DESs competences and upgrading their
both economic and societal aspects, which in turn enhance trust among their customers.
Similarly, the establishment of marketing and sales office(s), R&D facilities and new
offerings may help DESs explore and develop new opportunities with existing and/or
potential clients/markets in different product categories in local, regional, and
international markets.

88



3.5.4 Active Outsourcee to Explorer (AO to EXP)

The development from AO to EXP can be considered a decisive step with respect to
commitment of resources and active involvement in new offerings, innovative
operations, and services. At this stage, firms may strategically invest in specialized
production facilities, techniques, and processes to strengthen their production
capabilities and add a vast range of quality products, modern processes, and value-added
services (OEM and ODM) according to international standards and customer
specifications. Furthermore, they acquire the services of foreign experts and invest in
research and development, designing, product development, and related operations.
These involvements may often open new avenues to address emerging market trends
and develop future product concepts, designs, and services as promotional tools.

In addition to OEM and ODM services, the firms may offer and market their own
innovative product/service collections as marketing tools through their international
sales and marketing offices. The involvement in such operations may often enhance
DESs’ ability to explore new markets and segments and to establish ties in both global
and regional markets. Based on the above-mentioned capabilities, it is expected that
some firms will also move downstream and become involved in retail business as they
may start selling their own brands in local markets.

3.5.5 Active Outsourcee to Partner (AO to PAR)

This development may be viewed because of involvement and extension of the same set
of capabilities mentioned in AO to EXP (see Section 3.5.4). The AO to PAR
development may be an outcome of firms’ active involvement in value-added operations
and innovative services such as design and design development services in addition to
OEM according to international market needs. Furthermore, it may expect that DESs
will design, develop, and market their own innovative products, processes, and service
concepts as a promotional collection to showcase their innovative production
capabilities and develop new business in value-added segments.
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3.5.6 Active Outsourcee to Emerging Global Challenger (AO to EGC)

This development can be visualized as a move to downstream value-added operations,
such as selling and marketing under the firm’s own brand in international markets,
besides active involvement in OEM, ODM.

In addition to learning and gaining experience in outsourcing ties, emerging global
actors may invest in R&D, designing facilities, sophisticated machines, and acquisition
of foreign experts’ services as vital sources in developing competencies in new products
development, innovative services and involvement in downstream value-added
operations, marketing, and selling under their own brand in international markets.

Based on the mentioned investments and involvements in latest operations it is expected
that DESs will develop to EGC.

3.5.7 Explorer to Partner (EXP to PAR)

The development from EXP to PAR can be viewed as a result of DESs’ active
involvement and exploration into technological/advanced systems and R&D. In addition
to successive investments in state-of-the-art machines, R&D, and designing and testing
labs, the majority of firms install supporting systems such as I.T, product tracking, and
new ways for agile logistics and supply. It is assumed that these investments will
enhance DESs’ abilities to enrich their offerings and further meet the increasing
production capacities in a vast range of quality products, processes, and services under
broad product categories in an efficient way. Similarly, involvement in offshore
production, R&D, design, and development facilities may further support DESS’
production and innovative capabilities in meeting the dynamic market’s demands.
Furthermore, based on such involvement, DESs may explore new avenues to develop
and offer their own registered trendy designs, new product concepts, processes, and
services as a marketing tool. Their aggressive involvement and expansion of sales and
marketing network at ‘hot spots’ across the globe, may further strengthen their existing
ties, and lead to developing new ties and connecting with the latest market trends for
future course of action. Furthermore, the engagement in specialized strategic alliances
with world-leading players in different areas (such as design, washing, processing, and
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marketing) may further strengthen their involvement and develops business in high
value-added segments at both local and international levels.

In addition to world-class OEM, ODM services they also may get involved in the
provision of other commercial services such as designing, quality audits, and supply and
logistics solutions to local, regional, and international clients and suppliers.

3.5.8 Explorer to Emerging Global Challenger (EXP to EGC)

This development can be regarded as a result of the extension of the same set of
capabilities as seen in EXP to PAR (Section 3.5.7). The DESs extend those capabilities
to become involved in international retail business or extend their local brand to regional
/international markets through their own sales and marketing arrangements, such as
exclusive outlets and sales agents.

3.5.9 Partner to Emerging Global Challenger (PAR to EGC)

This development can be considered as the result of DESS’ active involvement in high
value-added and knowledge-intensive activities such as R&D, branding, sales, and
marketing. DESs may actively acquire experts/developers and invest in technology,
machines, and sales and marketing networks to sell under their own brands, registered
logos, and trademarks, besides active involvement in OEM, ODM. Similarly, they may
provide designing and pattern development services to some of world leading brands on
commercial basis.

Furthermore, they may increasingly get involved in branding, sales, and marketing in
international markets through international acquisitions. Furthermore, they may also
adopt specific product and branding strategies (ethno branding) in niche segments in
regional and international markets, in order to challenge and compete with
multinationals in specific product categories in certain markets.
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3.6 Summary

The purpose of this chapter is to present an overview into current state and gaps in
outsourcing research that can guide the present inquiry. Towards that end, the current
chapter illuminated the concepts of outsourcing, offshoring, learning and motivations
that form the focus of this study.

The offshore outsourcing literature recommends relocating business activities and
functions to independent providers across firm and country borders. The involvement of
firms in such ties depends on (a) strategic intent and motivation, (b) market condition
and competition, (c) pressure of globalization, (d) structure and attributes of firms, and
(e) proximity. Organizational learning, on the other hand, is the capacity to acquire
knowledge and resources that leads to new knowledge and insights that potentially
influence and change firm behavior. The motivation is related to the strategic intent and
drive that leads firms to be involved in value-added operations, organizational change,
development, and internationalization. The offshore outsourcing ties (relational base
view) and strategic orientation (dynamic capability) explain how firms acquire
knowledge and learn over time. Knowledge and resource acquisition can be seen as the
main drive and an important source of competitive advantage, according to the
knowledge-based and resource-based views. The competitive advantage is a necessary
ingredient in value creation and firm development and change. Therefore, the mentioned
theoretical lenses offer valuable insights into how offshore outsourcing ties can be
utilized to enhance firm learning and knowledge acquisition, resource pool, capabilities,
value creation, and strategic change.

However, it is important to note that the discussions on acquisition of capabilities and
learning in offshore outsourcing literature have largely been in the context of developed
economies firms and outsourcers. Scholarly discourse linking offshore outsourcing and
learning with outsourcees, and specifically developing economy firms, is limited.
Several scholars have examined aspects related to developing economy firms at the
country and industry levels. However, the international business (IB) literature on the
offshoring of multinational corporations (MNCs) has addressed the micro perspective,
as it has tended to focus mainly on equity modes, studying outsourcees as subsidiaries
of foreign multinationals. Therefore, little is known about the micro perspective in non-
equity modes, particularly in vertical relationships such as offshore outsourcing.

92



The conceptual lens was developed by integrating insights from offshore outsourcing,
learning, and dynamic capabilities in order to make sense during empirical research. It
suggests offshoring outsourcing as a dyadic relation that may be a source of inter-firm
learning, knowledge and resources acquisition that are necessary for value creation and
capabilities development, both for outsourcees and outsourcers. Furthermore, and more
specifically, in the context of developing economy outsourcees, the DESs involvement
in offshore outsourcing may also have an impact on their knowledge acquisition and
innovative capabilities. As offshore outsourcing ties may contribute to a DESS’ learning
and innovative capability by acquiring knowledge about the market-demanded
standards and aspects through outsourcers specifications. This is further used by them
to augment their innovative capabilities (Venaik et. al., 2005) and produce market-
driven outputs and future development.

The transfer of knowledge and resources by the outsourcers and the acquisition and
integration of knowledge by the outsourcees in offshore outsourcing is determined by
the nature of relations, the type of products and services, the characteristics of
knowledge, the knowledge transfer mechanisms, and the motivational dispositions of
both the outsourcer and outsourcee. Furthermore, as explained, the ability of the DESs
to leverage offshoring ties for knowledge acquisition, learning, acquiring innovative
capabilities and future developments also depends on how the DESs prioritizes,
strategizes, and allocates resources. In addition, a number of organizational attributes of
the DESs (such as specialization in specific area, stock of knowledge and resources,
competences, nature of offerings, entrepreneurial style, organization culture, and one-
stop-shop facilities), as well as the attributes of the relationship between the DESs and
outsourcers (trust, credibility, duration and frequency, and distance) enhance the ability
of DESs to gainfully leverage offshoring for learning, innovative capabilities and speedy
developments.

Furthermore, strategic orientation and absorptive capacity are considered a form of
dynamic capabilities that can further enhance a DESS’ ability to develop and leverage a
repertoire of flexible response options that permits it to achieve congruence with the
demands of its business environment and movement in high value-added operations and
offerings for future development. In offshore outsourcing, the organizational flexibility
options arise from the resource flexibility of the DESs and its proficiency to configure
and deploy the resources.

93



Finally, based on this intersection of literature, a tentative development model is
developed. The tentative model conceptually illuminates the link between offshore
outsourcing and the DESs’ learning, innovative capabilities, main learning ways and
developments. As the conceptual analysis suggests, offshore outsourcing ties have a
positive linkage with a DESS’ learning, innovative capability and developments. This
model will serve as an initial step to motivate and guide the research process in an
abductive manner, where a constant dialogue and continuous modification between the
original framework, the existing literature, data and the analysis will keep going. It is
important to note that the main objective of the current study is theory development
rather than hypothesis testing. Therefore, the review of existing literature on
internalization, outsourcing, offshoring and learning serves as a base to develop an
initial model that will serve as a starting point for mapping out different learning,
learning ways, main motivations, and their overall impact as varieties of development
paths in case firms.

The tentative development model will inform data collection according to the
methodology mentioned in Chapter 2. The individual case analysis and findings will be
presented in Chapter 4, followed by the cross-case analysis and findings in Chapter 5.
The discussion presented in Chapter 6 will re-examine the suggested model and fine-
tune it in accordance with the overall empirical findings of the study.
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Chapter 4: Case Presentation and Analysis

This chapter represents an attempt to investigate what and how firms learn, how they
over time develop capabilities through their engagement in offshore outsourcing ties,
and what are the reasons for learning the way they do. An initial theoretical conceptual
design has been presented in Chapter 3, and an exploratory multiple-case study design
was presented in Chapter 2 in order to logically examine the learning domains, the
adopted ways of learning and reasons for learning.

As explained in Chapter 2, out of 17 companies, the author was granted full access to
nine. However, two case companies did not fully participate in the interview stage, due
to confidentiality and competitive issues, and one firm did not respond to confirm the
initial case summary. In the end, six case companies were chosen, and from these six,
four cases were selected for full transcription, coding and analysis - based on their
richness and variety of information.

Since the presentation and analysis of all four cases have been done in a very detailed
and systematic way, due to space limitations, the current chapter will only include the
full presentation and illustration of one case (CBL). The main objective of doing so is
to provide an insight into the qualitative analysis carried out, while avoiding details. For
a credible review and reporting, the full presentations and analyses of the remaining
three cases are available in Appendix VII, VIII, IX, X, XI and XII respectively.

The findings from all four cases — including the CBL case in the present chapter — are
presented in a common descriptive manner (Yin, 2009), starting with a detailed case
overview followed by a presentation of findings related to the two main research
questions:

Research question 1- How do developing economy suppliers (DESs) learn through
their work with multinational corporations (MNCs) engaging in offshore
outsourcing?

Research question 2- What influences developing economy suppliers (DESs)
learning? (in other words, why do they learn in the ways they do)?

The main objective of the current chapter is to provide a description of the identified
learning domains, modes and reasons, while engaging in offshore outsourcing. The
presentation of findings is based on key issues, with relevant quotes from various
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sources (edited without disturbing the essence of respondents’ statements), and with
summary tables of key emerging concepts and their identified relationships. The
numerical representations in tables are references to concrete quotes in the case
database. The case presentation relies heavily on the text. However, for reducing
overload in detail, the cases present brief information on each dimension (learning
domain, modes and reasons) of the critical concepts in the analysis.

At the end of the chapter, the learning impact of the offshore outsourcee experience of
company CBL is compared to the tentative research model (Figure 3) presented in
chapter 3, thus contributing to the final model (Figure 6.2) to be presented in chapter 6.

The concluding section also points out the main messages and points of interest that
emerged as a result of cross-interview analysis. A detailed comparison and discussion
of the results obtained from the group of four cases will be presented in Chapter 5 (cross-
case analysis) and further discussed in Chapter 6, which also seeks to position the
present study in the international business research literature in general and especially
in outsourcing.
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escent BahUman

4.1 Crescent Bahuman Limited !
Indicators Case Information Sources
Industry Textiles and Apparel
Area of Specialization Specialized Yarn, Open End Yarn, Denim Fabric, Denim | [1,3,4,5,9,18]
Apparel and Garments
Company ownership | Public Limited Company listed in Karachi Stock Exchange | [18]
classification Pakistan
Country of Origin Pakistan
Year of Establishment 1950 Crescent Textile Mill (CTM) [1,2,3,4,5,6,7,8,9]

1995 started latest Denim production as a joint venture
“Crescent Greenwood Limited”

2001 started working as an independent company because of
termination of JV i.e. Crescent Bahuman Limited.

[1,2.3,456,7,8,9,19]

Number of employees

7200 in two shifts

International Presence Marketing and Sales offices in Germany, Ireland, USA, UK, | [1,3,4,10]
Italy and UAE and exports in 4 continents, America, Europe,
Asia and Australia

Estimated Company Value 250 Million USD [10]

Expected Foreign sale/ exportas | 1 Billion USD [9]

2013

Product Type Major International Clients

Yarn/Denim (Fabric)/ Adidas, Levi’s Strauss (Global) Dressman, M&S, Muztag, | [3,4,5,9,10]

Garment (Jeans)

Developed For

Blend, Esprit Armani Jeans,
JCPenny, Nautica, Cubus, Diesel
H&M, S. Oliver, D&G, Jules, American Eagle Outfitters,
Lucky Brand, Pierre Cardin, Rosner

Replay, Tommy Hilfiger,

Production and Processes
Yarn

Denim and mixed color
(Fabric)+ PFDs (white fabric)
Garment (Jeans)

Dying

Weaving

Finishing

Cutting

Sewing

Dry Processes

Laundry

Printing and Embroidery
Grading and Packing

Production Capacity
22 Million Ibs./ year
15 Million meters/year

15 Million pieces/year

20 Million meters/year with a single dye range of 33 ropes

19 Million meters of greige fabric/ year

18 Million meters of finished fabric/ year with different
finishing types

10.8 Million pieces/ year

10.8 Million pieces/year operates on standard minute values
using PITS and RFID systems for quality

105,000 pieces/day in different processes

125,000 pieces/day in different washing operations

160,000 pieces/day in different operations

4 points American system for fabric grading with 7 inspection
line by auto splicing and sealing

[3,4,5,10,15,16,17]

Major activities Vertically Integrated production facility from cotton fiber to | [1,3,4,5,9]
retail-ready garments and denim products
(i.e. ginning, weaving, processing of yarn, dyeing, cut, sew,
print, dry and wet finishing)
Milestones
1994 Erection of latest production facility through collaboration with
Greenwood Mills Incorporated USA
1995 Started its latest production (Yarn, Denim Fabric and | [1,2,3,45,6,7,8
Garments) and exported 9,1011,16,17]
1998 Local Apparel Marketing and Operation office (AMOL) was
2001 established followed by an office in Derry, Ireland
Termination of JV with Greenwood Mills Limited.
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2003 Established Crescent Bahuman Limited (CBL) completely
owned by Crescent Group.

2006 Addition of different range, high fashion and value-added
products, highly fashion products and bigger customers.

2006
Established specialized Fabric and Washing Development

2006 Center.

2006 Acquired laundries and technology transfer from Italy.

2006 Started two inspirational collections per annum

2008 Launched local brand “Stoneage” through exclusive outlets in

2008 Southern Part of Pakistan

2009 Add non-denim and bottoms in product portfolio

2009 Launched Stoneage in Dubai through exclusive outlet.

2010 Made a joint venture with Turkish company (i.e. Crescent

2010 Turk) to access Turkish and European markets.

2010 Made a joint venture (The Denim Atelier) with Italian
company Martelli to market together to new customers and to

2011 learn best washing and finishing practices from Martelli.
Made alliance with Greek company Hellenic Fabrics S.A as
Hellenic Crescent to increase sale of innovative product by
becoming more vertically integrated.
Installed latest machines and equipment to increase production
capacity (9 million garments and 15 million meters of denim
fabrics per annum).

Machinery Sourced, acquired from Switzerland, Italy, Japan, UK & USA. | [1,15,16,17]

International
Certification

Standards

&

ISO -9001, ISO -14001, WRAP, SA -8000, GOTS (Global
Organic Textiles Standards), OE-100 (Organic Exchange),
OEKO TEX-9, BCI...TOE/COC (Social & Environmental
Standards) for different customers, NEQS, World bank
standards, First Pakistani Company with 6 sigmas certification

[3,5,6,9,10,21,23]

Awards

CSR National excellence award 2010-2011, Environment
Excellence Award 2010-2011 country wide

[9]
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4.1.1 Case Overview

Crescent Bahuman is a sister company of the Crescent group (family business) and dates
back to 1910. The Crescent family incorporated a trading company (Muhammad Amin
and Muhammad Bashir Limited) for the import and export of cotton. Since the
independence of Pakistan in 1947, the Crescent group has seen outstanding growth and
reputation in Pakistan’s business community. The foundation of Crescent Textile Mills
(CTM) was laid down on the first day of May 1950, and the company (CTM) progressed
as it started exporting most of its products to the US, Europe, Middle East and Japan
since its start. The Crescent Group further expanded its operations in textiles and
established Shams Textile Mills Limited in 1968, which was primarily engaged in the
manufacturing and trading of high-quality yarn.

The Crescent group has over 60 years of experience in diversified business sectors such
as textiles, banking, insurance, sugar, steel, agriculture, and food. Besides some
involvement in other sectors, the group has kept its focus on textiles. Crescent Textile
Mills expanded its operations in denim due to an obvious increase in demand for denim
garments in international markets. In 1991, Crescent Textile Mills joined hands with an
American-based company, Greenwood Mills Incorporated (GMI), and Crescent
Greenwood Limited (CGL) — a new, fully integrated denim garment production facility
— was established [3,4,5,9]. This project was the largest-ever investment in the Pakistani
textile sector, and was a joint venture between GMI (32 percent), CTM (34 percent) and
the Pakistani general public (24 percent). The project was expected to produce
approximately 70 percent of the country’s annual jeans production and 8 percent of its
total cotton garments production [24,25,26]. The construction of the plant was
completed in December of 1994; the trail production started in late January 1995,
followed by the commercial production in June of the same year.

CGL is recognized as the first fully integrated denim plant in Pakistan and the largest in
South Asia, equipped with state-of-the-art machinery to spin, weave, finish, cut, wash,
dry, sew, and stitch. The facility is backed by power generation and an efficient effluent
water plant [9]. CGL started exporting right from its establishment in 1995; the company
began to focus on enhancing sales and marketing operations and expanding to other
regions, other than US markets. In 1998, Apparel Marketing and Operations Limited
(AMOL) was established to formulate marketing and sales strategies. As a result,
AMOL opened an office in Derry, Northern Ireland, with two objectives: to market and
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sell in the European region, and to prepare a team that would undertake marketing and
sales operations and train Pakistani management in sales and marketing
[1,2,3,4,5,6,7,8].

In 2001, the joint venture with Greenwood Mill was terminated and a new company —
Crescent Bahuman Limited (CBL) — was established; CBL was completely owned by
the Crescent group [9,19].

The separation from Greenwood Mill Incorporated was a trigger for change, as CBL
reformulated its future course of action based on its infrastructure and expertise inherited
from the joint venture with GMI. In 2003, CBL formally started the preparation for
change and improvement in its operations, dealings and offerings through forward
thinking and value addition. Meanwhile, the company went through a painful process
of negotiation, persuasion, alternative options and a long wait to reach its desired goals.

In 2006, the implementation came in a real sense, as CBL went hunting for ‘big fish’ in
the market. CBL added different ranges of high-fashion content, high-end products,
washes, and processes through investments in the latest machines, equipment, experts,
design and a R&D center. Similarly, CBL for the first time sought to engage with well-
established market players and elite customers through its marketing and promotional
alliances. [1,4,5,9,27].

In 2006, CBL established a specialized fabric and washing development center through
heavy investments in the latest machinery and equipment, as well as investments in
foreign designers and developers. The design center is responsible for creating
inspirational innovations in fabrics and washing, and carries out day-to-day
developments, applying the necessary adjustments and ensuring compliance for
production. Moreover, the design center is responsible for transferring approved finishes
and techniques and for providing training of methodologies in a real production setting.
In 2006, CBL successfully launched its biannual inspirational collection for the first
time, as a promotional tool to attract clients; the company offered a new line of fabrics:
50 fabrics of various constructions and specifications were developed each season
through its designs and R&D center. In the first three years, 250 kinds of fabrics were
developed through CBL’s own Design and R&D center; these fabrics were marketed to
customers in different regions. [4,5].
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After all the installations and fabric developments, CBL sought to get the latest
techniques in washing for quality products. In 2006, CBL acquired the latest laundry
and washing technology from Italy to introduce the latest developments and washing
techniques in its offerings. In the same year, CBL moved into retail business in addition
to manufacturing private brands/labels for others, launching its own local brand in denim
jeans (Stoneage) and other fashion clothes through exclusive outlets in major cities of
southern Pakistan [4,5,9].

CBL attracted new customers and expanded its customer base both in number of clients
and in obtaining more complex and iconic products from world-leading brands. In 2008,
CBL diversified its product portfolio by offering non-denim and bell-bottom products
on an experimental basis; the company sourced good quality canvas from local
suppliers, processed it, stitched it and successfully added non-denim into its product
portfolio.

CBL moved forward in the retail business as it launched its brand (Stoneage) in the UAE
through an exclusive outlet in 2009. This was the beginning of a new era in marketing
and branding at the international level.

Working with and being involved in the manufacturing of private brands/labels for
world-leading brands led CBL to adopt the innovative route of pitching to even bigger
players. CBL started hitting elite brands and their competitors with upward market
trends to offer high-profile products instead of becoming stuck in the vicious cycle of
low value and competitively priced products. CBL made several alliances with leading
companies in washing, marketing, design and sales, as CBL had the mindset and strategy
to explore, reach and develop business with big customers.

In 2009, CBL made a joint venture with its partner Crescent Turk, an established name
in denim fabric and fashion garments sourcing in the region. This joint venture resulted
in growth in CBL’s business and proved positive in the emerging market dynamics
through its design center [1,4,5,9,10,14].

Also in 2010, CBL partnered with a renowned Italian fashion name, Martelli (Denim
Atelier), on two fronts. The first was to market together for new customers and to learn
the best washing practices. CBL learned the latest washing techniques and trained for
18 weeks with Martelli in Italy and at CBL, Pakistan. The second side of the alliance
with Martelli was to go to different reputed companies and offer them a complete
package of products with customized stitching on CBL fabrics with Martelli standards
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washing by CBL at lower cost. These offers were sent to Diesel, Scotch and Soda,
Energy, Reply and Sixty, and provided good business results [1,4,5,9].

In 2010, CBL established a strategic alliance with a Greek denim manufacturer, Hellenic
Fabrics, under the name Hellenic Crescent. This alliance resulted in increasing sales
through a vertically integrated facility; it enhanced the competitiveness and growth
potentials in the denim market, targeting new market segments by offering a full
package of innovative products. CBL successfully implemented innovation through
partnerships, achieving better results and developing contacts in international markets
[1,4,5,9].

In 2011, CBL further modernized and expanded its fabric (15 million meters per annum)
and garments (nine million garments per annum) production facilities through
investments in the latest machines and equipment. This investment enabled CBL to meet
the international demand for variety and depth in different fabrics of different quality
and modern garments according to the world’s fashion needs. CBL is among the few
leading textile companies in Pakistan to have the latest techniques and tools for
continuous process improvements in different functional areas. CBL is the first Pakistani
textile company to have Six Sigma training in various functional areas (with 15
employees trained as black belts) [13,23]. Similarly, CBL operates on Standard Minute
Values to perform a given task in a certain amount of time and meet production targets
according to the international standards. CBL is equipped with the latest testing tools,
labs, I.T. and tracking systems (PITS & RFID) for the effective handling and smooth
supply of orders across the globe within scheduled times [9].

CBL is registered in Pakistan as a Public Limited Company and listed in the Lahore
Stock Exchange (Guarantee) Limited [18]. The company’s headquarters are in Lahore,
and production facilities are located in the Pindi Bhatteian District Hafizabad, Pakistan.
The facility is equipped with the latest technology, from spinning through garment
finishing equipment and with a capacity of 22 million Ibs. of yarn, 15 million meters of
denim fabric and 15 million pieces of garments annually [3,4,5,10,15,16,17,27].

CBL supplies innovative and high-quality denim fabrics and Jeanswear to leading
European, Australian, American, and Asia-Pacific brands and customers
[1,2,3,4,5,6,8,9,27]. The company provides a full range of services, from design to
doorstep delivery of readymade denim and a small portion of non-denim products and
related services (that is, private brand manufacturing/labeling and pattern development)
to world-renowned brands. The company produces, markets and sells through its global
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marketing, sales and distribution networks in Europe, America, and Asia
[1,2,3,4,5,6,8,9].

CBL also sells under its own brand name in both local and Gulf markets through its
exclusive outlets and showrooms and is in its expansion phase [1,2,3,4,5,6,7,8,20]. CBL
has multidimensional engagements in production, R&D, processing and marketing with
clients, sourcing and alliance partners in different markets with an annual growth rate of
18-20 percent. The company’s vision is “to be a role model in the business world, to

create opportunity in the economy and to optimize the value of our stakeholders”.

CBL is amongst the pioneer companies in Pakistan to establish and maintain an active
CSR system to ensure compliance with local, regional and international legal, ethical,
environmental and social standards/obligations. CBL got certification according to
several international standards: 1SO -9001, I1SO -14001, WRAP, SA -8000,
GOTS (Global Organic Textiles Standards), OE-100 (Organic Exchange), OEKO TEX-
9, OHSAS 18001. Similarly, CBL complies with TOE/COC (Social & Environmental
Standards) for different customers, NEQS, World bank standards, Levi’s (PE’s, noise
monitoring, hazardous waste disposal & WWTP). Further, CBL got the CSR National
excellence award 2010-2011, and the Environment Excellence Award 2010-2011
country-wide. In addition, CBL is actively involved in sustainability improvements, as
it saved 30 percent energy and used 40 percent less water in finishing during 2011-2012.
CBL is the first textiles company in Pakistan to implement the Six-Sigma business
philosophy in various functional areas [3,5,6,9,10,21,23].

Today the company is facing a variety of internal and external challenges, including
tough competition from local and regional denim producers in Bangladesh, India, China,
Sri Lanka, the African Union and Turkey due to duty-free access to European and
American markets [12]. The European Union granted the Generalized Scheme of
Preferences Plus (GSP+) status to Pakistan in December 2013, which will allow almost
20 percent of Pakistani exports to enter the EU market at zero tariff and 70 percent at
preferential rates. The GSP plus would not only help Pakistan increase export to the EU,
but will open up immense opportunities for the apparel sector as well [1,4,5,6,12,22].
Consequently, the GSP plus status would enable CBL to increase its exports and
effectively compete in international markets.

Moreover, abrupt changes in demand and technology [3, 4, 5, 12], dramatic increases in
input prices, energy prices and shortages increase the pressure the company is facing
[13,14].
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Similarly, Pakistan’s current poor governance, unstable political and economic
conditions and security situation make conditions even worse [3,4,6] for the company.

4.1.2 Findings

After a careful analysis of the interview transcripts and codes, different dimensions were
identified under three main themes: Learning Domain, Learning Ways and Reasons for
Learning. Each identified dimension under a specific theme was defined to have a clear
view and meaning. Further, each dimension under a specific theme was corroborated
with relevant and illustrative quotes (see Appendix VIII, X, XII and XIII) from the
interview transcripts as reference, so as to provide an authentic proof of the occurrence
of mentioned dimensions, as shown in Tables 4.1, 4.2 and 4.3.

How was Learning Manifested in the Case Under Investigation?

In order to obtain a detailed and complete scenario of how learning has occurred in CBL,
it is necessary to first look for what was actually learned. After the identification of
learning domains (‘what’), it is easy to understand the different modes (‘how’) CBL
adopted for learning.

Identified Learning Domains:

The learning domains identifies what the case company has learnt, or in what area of
business the company has learnt from the offshore outsourcee experience. In terms of
learning domains (‘what”), 13 dimensions were identified, defined and mentioned, with
respective illustrative quotes listed in Table 4.1:
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Table 4.1: Identified “Learning Domain”

Label

Definition

Quote Number

Setup and Start

Refers to operational and production capabilities,
infrastructure, testing techniques and knowhow in a
proper way.

12345678,

New Production
& Manufacturing

Refers to the manufacturing, production and development
of latest products, processes and services

1,2,3,4,5,6,7,8,9,10,11,12,13,14,15,

16,17,18,19,20,21,30,31,32,33,34,3

5,36,37,38,39,40,41,42,43,44,46,74,
75,76,77,83,84,85,86,87,88,106,107
,108,139,140,141,142,145,146,147,

153,156,162,163,164,166,167,168,1
69,170,171,172,196,198,200,213,22
3,224,225

Promotional
Management

Refers to the developments in transferring commercial
information and sample(s) to customers.

22,23,24,25,26,27,28,29,37,42,44,4

5,46,47,48,52,68,69,70,71,72,7378,

79,86,125,134,149,152,153,156,162
,163,165,166,167,171,191,194,195,

199,212,216227

Washing and
Laundry

It relates to the modern laundry developments and
washing processes, latest techniques and procedures

36,37,40,42,43,44,46,67,68,69,70,7
1,72,73,83,86,106,141,142,143,144,
147,164,172,173,178,180,196,198,2
07,210,223,224

Customer
Relationship

Refers to interactions with existing or new customers and
their orders that are totally new to the firm existing
operations and or to market.

16,17,18,19,20,21,22,23,24,25,26,2

7,28,29,35,36,37,38,39,41,42,53,54,
55,56,57,58,59,75,76,78,79,82,83,8

4,86,87,88,89,90,92,93,93,94,95,96,
97,98,99,100,101,102,103,104,105,

106,107,108,113,115,117,118,120,1
21,122,123,124,125,126,127,128,12
9,130,131,133,134,135,136,137,138
,139,140,144,145,146,148,149,150,

151,145,155,157,158,1559,160,161,
163,165,168,169,170,172,181,182,1
83,184,185,193,194,197,199,201,20
2,203,204,205,206,209,210,211,212
,225

International and

It refers to the firm’s ability to adopt and work under

89,90,93,94,95,97,99,100,101,102,1

Regional recognized criteria and standards 03,142145,146173,198,205,228
standards
Innovation Refers to the creation of totally new and/ or improvement | 36,37,40,41,42,44,45,46 47 51,52,6
to the existing products, processes, technigues, systems, 2*‘15%972'2701*17225;7132'371'3361';;01';(1)31'3
services and overall organization culture. 132,134,135,136,139,140,141.142,
145,146,147,148,149,153,162,163,1
68,168,170,171,174,176,178,179,18
5,186,187,188,189,190,191,196,197
,207,208,209,221,222
Branding It is the ability of the firm to design, develop, 37,45,46,47,48,49,50,51,60,61,62,6
Management manufacture, market and sells under its own name and i*?%Gg'lGS&Zlfg&zlz%"165'166'167'17
logo in local and or international markets. oo
Design and It refers to latest digital fashion and sewing designs from | 67,68,69,70,74,78,79,80,111,154,16
Patterns which garments are traced onto fabrics before cutting. 42*1‘252'326'167*171'177'179'180'210
Developments T
Integrated It refers to the vertically in-house processes and 31257;3869&051%21,(152,12,772,7732,1773581
Production production capabilities. 77108900 213.915,924.526
Industry Trend It refers to changes that occur in market demand over | 69,95,96,104,105,106,107108,109,1
time 10,111,112,113,116,118,143,144,14
' 5,146,150,151,152,153,154,156,169
,172,176,192,193,194,195,207,2092
14,216, 217,221,227
Product It is defined as “an expansion into existing product(s) line | 37.53,54,55,56,57,58,59,164,166,16
Diversification of the firm” !
Conflict It defined as “elimination of differences between supplier | 123,124,181,182,183,184,
Resolution and client on product specifications, processes, prices,

and delivery”.
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The identified learning domains related to acquisition and enhancement of capabilities
associated with production, designing, new product development, enhancing customer
relations, marketing and overall market dealings.

Identified Learning Ways:

The learning ways relate to CBL’s different modes of learning; that is, how does CBL
approach different modes of learning through their work with sourcing partners in

offshore outsourcing ties? In terms of learning ways (‘how’), 21 dimensions were

identified, defined and mentioned, with illustrative quotes as listed in Table 4.2:

Table 4.2: Identified “Learning Ways”

Label

Definition

Quote Number

Experts

Refers to specialists who have extensive knowledge and
experience in specific textile area (i.e. design, process,
production, shipment).

22,23,24,25,26,27,36,37,40,42,43,44,
45,46,48,76,108,113,116,119,120,125
,127,128,129,130,131,134,143,146,15
3,162,166,168,169,170,171,172,173,1
76,179,185,186,187,194,198,208,210,
216,217,218,

Market Partnership

A relationship or an agreement in which two or more parties
join forces to enhance services, sales and marketing activities.

67,68,69,70,71,72,73,86,163,164,167,
178,185,186,187,194,196,198

Mergers & Refers to an arrangement that is used by the focal firm to buy | 30,31,32,33,34,35,36,37,
*Acquisitions gr t_:ombine different companies or similar entities in its

(M&A) usiness.

Product A relationship or an agreement in which two or more parties | 1,2,3,4,56,7,8,67,68,69,70,71,72,73,8

Partnership/Sourci
ng-Jv

agrees to contribute assets, machinery technology and
services for production, manufacturing and services (design
etc.)

6,106,119,125,141,142,143,146,147,1
63,164,167,171,175,177,178,185,186,
187,192,194,196,198,207,210,211,22
4,225

Imitation and
Emulation

Refers to ability of firm to copy and or alter others best and
successful products and practices according to its need.

16,17,18,19,20,21,56,57,58,59,78,79,
93,94,95,108,109,110,111,112,119,13
4,135,136,137,138,149,150,152,153,1
54,156,192,205,209,216,217,

Training

It is the learning and acquisition of knowledge, skills and
techniques regarding specific issue from others (i.e. clients,
partners, national & international bodies).

22,28,72,97,101,102,103,139,140,142
,143,144,145,146,198

Customer
Specification

It refers to customer description and details of specific needs
which they require in handling their order.

16,17,18,19,20,21,53,54,55,56,57,58,
59,83,89,90,91,92,93,94,95,96,9798,9
9,100,101,102,103,104,105,106,107,1
08,109,110,111,112,113,114,115,116,
117,118,123,124,125,126,127,128,12
9,130,131,132,133,134,135,136137,1
38,139,140,141,142,144,145,146,147,
148,149,150,151,154,163,165,167,17
2,179,180,181,194,205,209,225

Certification

It refers to the confirmation of certain characteristics of an
entity or organizations in accordance with a set of standards
granting them formal recognitions as meeting standards from
recognized external institutions and bodies.

93,94,95,96,97,99,100,101,102,103,1
17,142,145,146,198,228

Implementation of
New Machinery

Refers to acquisition, sourcing and applications of state of the
art equipment, systems and processes in production.

7,8,9,10,12,13,14,15,33,34,35,36,37,3
8,39,40,41,42,43,44,46,74,75,76,77,7

8,79,83,84,85,86,87,106,107108,113,

114,115,116,120,125,127,128,129,13

1,133,134,135,146,162,163,166,167,1
68,169,170,171,172,173,179,180,185,
186,187,198,200,208,210,211,214,22

3
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Label

Definition

Quote Number

Vertical Production

Refers to the production and related processes in a composite
manner under one roof.

45,6,7,8,910,11,12,13,14,15,37,45,4
6,72,81,84,86,87,88,96,163,165,166,1

Facility 73,175,209,211,213,215,224,226
R&D and Re- Refers to creation of new and or reformulation of existing | 36,37,40,41,42,43,44,45,46,47,48,50,
engineering knowledge, production processes and practices. 51,52,61,67,68,69,70,71,74,78,79,88,

111,119,120,127,128,129,130,131,13
2,149,150,154,162,165,166,167,168,1
69,170,171,172,173,176,179,180,190,
191,194,195,197,199,201,202,203,20
4,206,207,210,211,212,216,221,222,

Trade Fairs and
Commercial Office

Refer to ability of firm to involve and get in touch with
external markets through active participation in related events
and networks.

22,23,24,25,26,27,28,29,78,79,152,15
3,154,156,170,
176,192,193,194,212,216,217,221,22
7

Learning by doing

Refer to learning from experience/ trial and error over time.

69,72,106,125,126,128,129,133,134,1
35,136,137,138,141,142,143,148,149,
150,151,186,194,198,205,207,209

Sourcing of Canvas
Fabric

Refer to acquisition or procurement of flat canvas fabric from
open market.

37,54,55,56,57,58,59

Outlet Refer to online or physical retail store in which the | 37,46,46,47,48,49,50,51,60,61,62,63,
manufacturer sells their products directly to customers. 84215238122,716&164165,166,167,218,21
License It refers to firm arrangement to get authorizations for the use | 104,108,109,110,111,112,113,116,17

of others innovative practices, processes and products.

1,172,

Technical Advising

It refers to firm’s provision of technical recommendations and
problem identifications in client designs, products and
processes

145,146,155,157,158,159,160,161,18
1

CEO/Owner
interest

It refers to top management/ owner special involvement in
innovative processes and organizational change.

97,185,186,187,188,189,190

Negotiations and
discount

A mutual arrangement between supplier and clients

123,124,181,182,183,184

Trade secrets
protection

It defined as “firm’s code of conduct in protecting client’s
R&D and commercial information”

121,122,123,124,197,199,201,204

Design Studio

It refers to firm’s competencies in creative concepts, novel
design and processes.

45,46,48,51,52,67,74,78,79,80,176,19
4,221,222

To obtain a coherent and logical understanding of the “how” element of learning, each
identified learning domains (mentioned in Table 4.1) is combined with identified ways
(mentioned in Table 4.2) in Table 4.3 to reflects how different learning domains were
actually learned.
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Table 4.3: Learning domains by ways they were learned

Learning Market Certificatio Design
Experts Partnershi Merges & Product Imitation Training Customer n Implementation Vertical R&D & Trade Fairs Learning Sourcing Outlet Technical Trade Center
Ways p Acquisition Partnership & Specification of New Production Re- & by doing of Canvas Advises secrets
(M&A) /Sourcing-JV Emulation Machinery Facility engineering Commercial Fabric protection
Office
. CEO/ Negotiations
Learning License Owner & discount
Domain \ interest
Setup and Start 1,2.3.4.5.6. 1,2,4,5,6
New Production | 36.3742.43, 30,313233 | 12345678 | 16171920 | 139,140, 16,17,19,20,75 789101213141 | 4578910 | 3637414243, | 53 106,141,14 146
44,46,76,85 ,34,35,36,3 86,106,147163, ,21,108,153 145,146, ,106,107,108,1 5,33,36,37,38,39,4 11,12,13,1 44,46,74,88,16 2
and ,108,146,16 7 167,169,170,19 ,156 39,140, 0,41,42,43,44,46,7 4, 2,166,167,168,
Manufacturing 2,168,169,1 6,224,225 141,142,145,1 4,75,76,77,83,84,8 15,84,86,21 169,170,171,17
70,171,172, 46,147 5,86,87,88,106,107 3 2
198 ,108,142,146,162,1
63,166,167,168,16
9,170,171,172,198,
200,223
Promotional 22,23,24,25 68,69,70,71 68,69,70,71,72, 78,79,139,1 125,139,165,1 37,42,43,44,46,78, 44,45,46,47,48, 22,23,24,25,26, 46,48
,26,27,28,4 ,72,73,86,1 73,86,125,163, 49,152,153, 94 163,166,167,171 52,68,69,70,71, 27,28,29,78,79,
Management 344,46,162 | 63,167,194 167 216 72,78,79,149,1 | 152,153,156,
,166,171,19 65,166,167,171
4,216 ,191,192,195,1
99,216
Washing and 36,37,40,42 37,67,68,69,70, 72,142,143 106,141,142,1 36,37,40,42,43,44, 36,37,40,42,43, 69,72,106,1
,43,44,46, 71,72,73,86,14 44,147,172 83,86,106,172,173, 44,46,67,86,17 41,142,143,
Laundry 69,70,86,14 2,143,144,164, 180,198,210,223 3,180,207,210, 207
3,144,173,2 178,196,198,20 212
10, 224 7,210,224
Customer 40,76,120,1 37,86,163,1 86,163,185,194 16,17,21,56 16,17,53,54,55 35,93,94,95, 35,36,37,38,39,40, 84,86,96 36,37,40,74,78, 22,23,24,25,26, 126,132,13 37 145,155,15 186 181, 121,122,12
. . 26,127,128, 85,194, ,225 ,57,58,59,7 ,56,57,58,59,7 96,97,99,10 74,75,76,78,83,84, 79,88,120,127, 27,28,78,79,12 3,134,135,1 7,161,181 3,1124,197,
Relationship 129,130,13 8,79,93,94, 582838990, | 0,01,1021 | 86,87,88,106,107,1 129,130,131,14 | 8,152,170,193, | 36,137,148, 198,201,20
1,144,146,1 95,108,117, 91,92,93,94,95 03,117,118, 08,113,114,120,12 9,150,165,168, 194,212, 149,150,15 4
68,169,170, 118,135,13 ,96,97,108,113 145 5,127,128,129,130, 169,170,194,20 1,152,205,2
172,185 6,137,150,1 ,114,120,123,1 131,133,134,135,1 1,202,203,204, 09,126,
52,205,209 24,125,126,12 46,163,168,169,17 206,210
7,128,129,130, 0,172,185
131,133,134,1
35,136,137,13
8,139,140,144,
145,146,148,1
49,150,151,15
4,163,165,172,
181,182,183,1
84,194,205,20
9
International & 142, 205 96,101,102, 89,90,93,94,95 93,94,95,96, 106,173,198, 173 142,198,20 145,146 97
. 103,142,14 ,96,99,100,101 99,100,101, 5
Regional 31451461 | ,1021031041 | 102,103,117
standards 9, 17142,14514 | 142,14514
6,205 6,198,228
Learning Experts Market Merges & Vertical Trade Fairs Sourcing Outlet Design
Ways Partnership Acquisition Product Imitation Training Customer Certification Implementation Production R&D & & Learning of Canvas Technical Trade Center
(M&A) Partnership & Specification of New Facility Re-engineering Commercial by doing Fabric Advises secrets
/Sourcing-JV Emulation Machinery Office protection
: CEO/ Negotiations &
Learning License Owner discount
Domain \ interest
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Product 36,37,40,41 37,68,69,70,71, 119,134,13 72,139,140 108,125,127,1 36,40,41,42,44,46, 11 36,37,40,41,42, 176 69,125,128, 104,108,11 146 185,186,
- ,42,44,46,1 72,73,119,125, 5,136 28,129,130,13 87,106,108,120,12 44,45,46,47,52, 129,133,13 0,113,116, 187,188, 45,46,48,
Innovation 19,120,125, 141,142146,14 1,134,135,136, 5,127,128,129,130, 68,69,70,71,72, 4,135,136,1 171 189,190 51,52,17
127,129,13 7,169,170,185, 139,140,141,1 131,134,135,168,1 119,120,127,12 49,186,207 6,194,22
0,131,168,1 186,187,196,20 45,146,148,14 69,170,171,208,21 8,129,130,131, 1,222
69,170,171, 7,210 9 0211 132,149,168,16
176,179, 9,170,171,174,
185,186,18 176,179,190,19
7,190,208,2 1,194,197,207,
10 210,211,221,22
2
Branding 37,45,46,48 37,45,46,47,48, 37,4546 51,52
218 61,163 AT484
Management 90,5051,
60,61,62
63,64,6
5,66,163
614,165
,166,167
170,218
219,220
Design and 166,171,17 67,68,69,70,72, 80,154,166,16 171,179,180,210, 72,165,177 67,68,69,70,72, 154 67,74,78,
9,210,222, 164,224 7,179,180 74,78,79,111,1 79,80,22
Patterns 24 65,166,179,222 2
Integrated 257,870,727 789101213148 | 457,89,10
- 3,225 4,167 11,12,131
Production 4728184,
85,86,87,88
,166,173,17
5,177,209,2
13,214,224,
226
|ndUStry Trend 113116,144 143,171,207(s) 108,109,11 95,96,104,105, 95,96,145,1 169,214,216 209 79,95,221 78,79,152,153, 108,111,11 145,146 80,176,2
,169,172,21 0,111,112,1 106,107,108,1 46 154,156,176,19 2,115,116, 21,222
6,217 13,156,216, 09,110,111,11 2,193,194,216, 172
217 2,113,114,115, 217,227
116,144,145,1
46,150,151,15
4,172,209
Product 56,5758,59 53,54,55,56,57 37,54,55,56
R 58,59 57,58,59
Diversification
Conflict 123,124,181,18
Resolution 2183184,
# of Citations 103 15 15 87 55 19 152 33 54 52 135 44 39 6 25 8 11 8 7 23
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Interesting and logical insights can be obtained from Table 4.3 through the combined
explanations of learning domains and learning ways. In the following, we shall identify
ways of learning, going domain by domain, presenting three illustrative quotations
behind each.

Setup and starts

CBL learned about and started its new operations and start-up through investment and
implementation of latest machinery and production facility.

“... the group is among the largest and most reputed groups in Pakistan and started its operations right after the
independence of Pakistan in 1947. A modern textile production setup was established in 1950. The setup started
exporting the majority of its products to the USA, Europe, Japan and Middle Eastern markets. ...." (Assistant vice
president, production)

“... we started right after the independence of Pakistan as a Crescent Textile Mill. The operation was one of the
latest of the time with respect to machines and infrastructure, as we immediately took charge to exports according
to USA, Europe and Japanese markets requirements. We continued a nonstop journey towards growth as we
passed through several developmental stages and moderation in textiles...” (Deputy manager, R&D-Textiles)

“«

.. since 1947 we started our textile manufacturing operation by establishing a modern textile mill (Crescent
Textile Mill) in Faisalabad. The majority of our production was exported to Europe, USA and Japan markets as
per the demand of those regions. We gradually excel our operations in textile....” (Design Director)

The company learned and started new production, operations and exports through
customer specifications.

“... the mother company started its operations since the formation of Pakistan as Crescent Textile Mill in
Faisalabad. The mill was among the latest setups in Pakistan at that time. The mill started exporting yarn and
fabrics right from the start according to customer specifications, mainly to the US and European markets...”
(Supply chain, manager)

“... Crescent group started its operations as Crescent Textile Mills (CTM) in 1950 in Faisalabad. In a short period
of time the Crescent Textile Mills progressed as it started exporting the majority of its products to USA, Europe,
Middle East and Japan as per customer demand...” (Senior manager, marketing)

“... Crescent group started its operations back in the early 50s by establishing a textile mill in Faisalabad as
Crescent Textile Mills (CTM). It was a modern production facility of his time, CTM started exporting to the USA,
Europe, Middle East and Japan right after its establishment. The mill was among the leading manufacturer and
exporter according to the international market demand of that time...” (Senior assistant vice president, supply
chain and marketing)

New Production and Manufacturing

New production and manufacturing learned from investment in the latest vertically
integrated production facility.

“... the group further expanded its textile operations in denim and garments, beside active involvement in other
sectors. The new denim set was laid down in 1994 as a joint venture between Crescent Textile Mills and
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Greenwood Mills incorporated USA as Crescent Greenwood Limited (CGL). We started and grew with them; all
our production, processing and techniques are from Greenwood USA...” (Senior manager, Marketing)

“... In 1994, the company was established as a joint venture between Crescent Textile Mills and Greenwood Mills
Incorporated USA as Crescent Greenwood Limited (CGL). This was the largest foreign investment in the Pakistani
textile sector, with 34 percent ownership of Crescent Textile Mills, 32 percent ownership of Greenwood Mills
Incorporated and 24 percent of general Pakistani public. The initial practices and techniques all in all were from
Greenwood Mills...” (Senior assistant vice president, supply chain and marketing)

“...Initially the company started its operations as a joint venture (Crescent Greenwood Limited) between Crescent
Textile and Greenwood Mills, USA, in 1994. This was first latest composite apparel setup in Pakistan. The purpose
of the CGL was to produce quality garments under one roof to meet the international market demand...” Senior
manager, Merchandizing)

New garments manufacturing and market demanded processes were learned from
investment in state-of-the-art vertical setup.

“... this project was the largest foreign investment in the textile sector in Pakistan. Crescent Greenwood Limited
(CGL) was the first fully vertical integrated plant in Pakistan and included facilities to spin, weave, finish, cut,
wash and dry denim under one roof...” (Senior manager, marketing)

“... this was the first, largest foreign investment in the Pakistani textile sector. Crescent Greenwood Limited was
the first fully vertical integrated plant in Asia to include spinning, weaving, cutting, finishing and sewing under
one roof. This facility was the first of its kind in Pakistan with state-of-the-art machinery, effluent water treatment
plant and its own power generation plant to meet the demand in a well-controlled environment...” (Senior
assistant vice president, supply chain and marketing)

“... joint venture was the first largest foreign investment in the textile industry of Pakistan. Crescent Greenwood
Limited (CGL) was the first fully integrated apparel plant in Pakistan that includes the latest and state-of-the-art
spinning, weaving, washing, cutting and sewing units for denim garments according to the international market
demands. The plant was backed up by its power generation plant and a water treatment plant which was the first
of its kind in Asia...” (Assistant vice president, production)

New techniques and insights in operations were learned from experts and through
investments in R&D facilities.

“... in 2001, we completely owned the company ... as a result of dissolution of the alliance with Greenwood. When
I joined in 2005, the company was in a transition phase of adopting change and improvements in systems,
equipment and operations... Investments in the latest machines, testing tools, equipment, R&D, designers and
developers brought new insights into CBL operations...” (Deputy manager R&D)

“«

.. in 20006, the change came in a real sense by establishing a R&D center specialized in fabric and washing
developments. This center was involved in three main tasks: innovation and inspiration, product development and
transition. We hired foreign designers and developers to fully utilize our newly established R&D center ...”
(Assistant vice president, production)

‘... we had made sudden and huge investments in the latest machines, equipment, designers, technicians,
technology and techniques. All the three areas were done to get an edge and attract clients. Same was done in the
garments area. ...” (Senior manager marketing)

Latest production and manufacturing processes were learned from customer
specifications.

111



“... we get advice and help from our sourcing partners whenever a new product or unique project comes in... they
give us complete direction and specifications about their products. We get testing, quality and waste control
protocols through workshops and seminars from different customers at different locations to improve quality and
performance... ” (Senior manager, marketing)

“... in the start we were serving Levi’s, there was an lItalian customer Careera and two or three American
customers like County Seed, etc. We were just duplicating and matching what they asked for at that time. This was
our initial business model. Our business was based on two small and three big customers and we were doing
business with certain capacity ...” (Senior manager marketing)

“... the trial production started in January 1995... For the first four to five years we were doing for a bunch of

prime customers, at that time we started serving Levi’s, there were Italian and American customers like Carrera,
County Seed, etc. Our initial model was just duplicating and matching what they demanded from us...” (Assistant
vice president, production)

Latest production and manufacturing processes were learned from partnerships and joint
ventures.

“... if we look back, since 2006 we made changes in every aspect of our operations, from spinning to delivery of
finished product, that enable us to have multidimensional engagements in different markets. In 2006, we started
our annual inspirational collections ... we launched our own local brand, Stoneage, through exclusive outlets,
which is now valuable in Gulf as well. Similarly, in 2008 we started the non-denim, that is, garments and bottoms,
for some customers although it was not our main area of specialty. Further, we entered several strategic alliances
with Italian, Turkish and Greek companies in washing, finishing, designs, sales and marketing to develop our
business in high quality and value-added products and services...” (Deputy manager R&D)

“... we learned and continuously learning about latest practices and techniques regarding production, washing,
finishing, CSR to improve our systems and make things more visible. It is impossible to do it alone, as we had
different ties and arrangements to get the job done...” (Senior manager, marketing)

“... CBL is proud to have some of the world’s most respected denim professionals as partners. Together with our
partners, we offer our customers a truly bespoke service focusing on cutting-edge innovation, a range of price
points, efficiency and a “one stop shop” approach...” (www.crescentbahuman.com)

Promotional Management

CBL became involved in different marketing and promotional arrangements to project
its offerings and sales in an effective way.

Marketing and Sales offices remained vital in the formulation of marketing and sales
strategies.

“...in 1998, the Apparel Marketing and Operations Department was established to manage routine operations
and to develop marketing and sales strategies. In the same year, the Apparel Marketing and Operations Office
(AMOL) was established in Ireland for marketing and sales in Europe ...” (Senior manager, marketing)

“

. in September 1998, CBL established a sales and marketing office (Apparel Marketing and Operations
Limited). We took a strategic move by opening a sales and marketing office in Derry, Northern Ireland. The main
aim was to focus on our sales and marketing activities in Europe...” (Assistant vice president, marketing-Europe)
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“... in 1998 Apparel Marketing and Operations Limited (AMOL) was established to manage sales and marketing
in better way. Similarly, to access international markets, we opened a sales and marketing office in Ireland. The
key role of that office was to facilitate sales and marketing activities in Europe and create an expatriate team in
Pakistan to handle daily operations...” (Senior assistant vice president, supply chain and marketing)

CBL learned and involved in promotional management through experts and investment
in the latest machines.

“... since 2003 we changed a lot as we introduced fashioned contents products with higher value and quality. We
continuously added bigger clients and brands. We brought totally new insights into our production and processing
by sourcing state of the art hardware and machines. In 2006, we started high value added, specialized fabric and
washing development center through acquisition, sourcing and heavy investments in the latest machinery,
equipment and experts. Such investments enable us to start our biannual innovative and inspirational collections
to present to different clients as a promotional engine...” (Assistant vice president, marketing-Europe)

“

.. in 2006 after all the changes in setup and the installation of highly sophisticated machinery, equipment,
techniques... we hired two designers, Venche Adoora from Italy and Idreesh Munshi from the UK. For the first
time in 2006 we went for hunting and trapping the customers. We started two collections every year. We did all
our own research and developments, we made more than 50 fabrics every season, so new lines of fabric came in,
we introduced almost 250 new fabrics...” (Senior manager, marketing)

“«

.. a sudden change came when we separated from JV with Greenwood in 2001... the company started and
formulated its own roadmap for change. In 2003, we started implementing changes through investing in new
machines, hardware and experts in order to become involved in value-added operations and quality production.
The results started coming in 2006, when we introduced our own promotional and inspirational collection through
being involved with designers, developers and our newly established R&D center, for example, with specialized
fabric and washing development center...” (Senior manage, merchandizing)

Promotional and innovative inspirational collections and offerings were learned through
design/R&D center.

“... in 2006, we implemented the changes in a real sense as we started to specialize fabric production and washing
through our newly established R&D center. We continuously acquired, sourced and invested in modern machinery,
equipment, R&D and foreign experts. That was the year we successfully launched our annual inspirational
collection...” Assistant vice president, marketing-Europe “... 2003 was the beginning of changes, but 2006 was
the time when a real change came in after all the necessary preparations and investments. In 2006, we established
a design center that comprises three main tasks: Innovation and inspiration, product development, and transition.
We started our two inspirational collections annually — spring-summer and fall-winter — to attract more
business...” (Design Director)

“... we started our two inspirational collections annually, for spring-summer and fall-winter through our R&D
and design center. This shows our involvement in R&D and innovations with innovative offerings that are fine-
tuned with the latest market trends...” (Senior manager, marketing)

Promotional management learned through an active network of international marketing
and sales offices and participation in fashion/ trade shows.

“... our global offices help us to remain in close contact with clients and to monitor the latest market happenings.

This enables us to get market insights, react in time and present our innovative offerings/collections...” (Vice
president, product development)
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“... we started producing our own inspirational collection that enables us to participate and present our products
in mega-trade expos such as Denim by Premiere Vision (DPV) and Engraved - Paris. Such participation enables
us to showcase our innovative products to inspire both existing and potential customers...” (Assistant vice
president, marketing-Europe)

“... CBL’s marketing presence is strong across the world, with offices and showrooms in Europe, America and
the Middle East. This helps us remain in close contact with our esteemed clientele as well as monitor regional
fashion trends. Our experience in multiple regions of the world helps us shape and define our seasonal collections
to better suit our customers’ ever-changing desires...” (www.crescentbahuman.com)

In addition to R&D and innovation, constructive imitation is an efficient way learn about
the latest market trends.

“... we are continuously visiting our clients, doing comparative shopping from anywhere, participating in expos
(such as DPV in France) for information and getting new ideas. We are extending these ideas and learning to take
our inspirational collections to participate in international expos and future market operations...” (Senior
manager, marketing)

“... working with international brands is a main source of getting the latest insights and happenings in markets.
Our global sales and marketing teams connect us with the latest and ongoing trends in markets. Similarly, our
marketing and technical officials continuously visit foreign clients and markets and buy the best brands for deep
insights. Our foreign designers and developers also keep us informed about the latest trends in design and
styles...” (Deputy manager, R&D-Textiles)

“... we do it on a continuous basis; we do comparative shopping, we go out in the industry, buy and review some
best brands of the world while going out for shopping... Similarly, we attend and participate in Expos ... which
help us to observe new happenings in the markets. Further, our global offices keep us updated about the latest
happenings in different regions. We don’t exactly replicate the same thing. We take the main feature of a specific
product and use it. From one garment that we bought in our comparative shopping, we may have to create 10 new
articles by using certain valuable features. We used these ideas in our inspirational collections on regular basis
as well...” (Vice president, product development)

Alliances and joint ventures help CBL to learn and present its offerings and annual
promotional collections.

“... we made our presence in different international market segments more effectively through our global alliances
with leading European manufacturers and washing houses. In 2009, we made a joint venture with a Turkish
company (Crescent Turk) .... this venture allows CBL to access the Turkish and European markets in no time. This
venture has its own design studio, where products are designed according to the European fashion trends. In 2010,
we made a joint venture (The Denim Atelier) with Martelli Italy, one of the most reputed names in garment washing
and finishing in the world. This partnership had two objectives. The first was to market together for new customers
and, second to learn best practices from our partners. The alliance with Greek Hellenic Fabrics S.A as Hellenic
Crescent... enables us to increase sale of our innovative product in 30 European countries by becoming more
vertically integrated. These alliances enable CBL access to European, American and Middle East markets with a
high content of denim products...” (Senior manager, marketing)

“...in 2009-2010 we started global alliances in washing, production, design, sales, and marketing. These alliances
enabled us to utilize our integrated facility in a more strategic way to increase our sale by offering innovative and
high-quality products and processes...” (Senior assistant vice president, supply chain and marketing)
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“..in 2009 and 2010 we started three global alliances/partnerships in washing, production and sales/marketing
with Turkish, Greek, and Italian companies to deeply penetrate in the European, American and Middle Eastern
markets...” (Assistant vice president, marketing-Europe)

Washing and Laundry

Washing and laundry/processing is the main part of denim production, as different
washes and finishes create value in denim apparel (that is, improve the functionality,
aesthetic and other aspects).

CBL learned and became involved in modern washing through acquiring state-of-the-
art laundry/processing equipment, R&D and experts.

“... we brought new insights into our production. In 2006, we added a specialized fabric and washing development
center through acquisition, sourcing, and investment in the latest machinery, equipment, experts, and R&D...”
(Supply chain, manager)

“... we brought totally new insights into our production and processing by sourcing state-of-the-art hardware and
machines... we started high value-added, specialized fabric and washing through heavy investments in the latest
machinery, specialized washing facility, equipment, and experts. Such involvements enable us to start our biannual
inspirational collections as a promotional engine...” (Assistant vice president, marketing-Europe)

“... In 2006, we started new dynamics by adding specialized fabric and washing development centers through
investments in sophisticated machinery, equipment and experts...” (Senior manager, marketing)

Innovative and latest trends in washing and laundry were learned through diverse
customer’s specifications.

“... Similarly, some customers demand very special details in fabrics and finishing as they adopted more advanced
processes in their products which are uncommon in denim. For example, our main sourcing partner(s) adopted
the latest production and processing techniques for sustainability. We had done an innovative project (water-less
jeans) with our contract partner to save water in our production and processing by 40 percent to reduce our
impact on the world’s water resources. ...” (Assistant vice president, marketing-Europe)

“... we receive advice and directions from our clients whenever a new or unique product is coming... recently we
completed a project by using about 40-50 percent less water in washing and finishing. Levi’s directions enable us
to successfully complete the project with full confidence. We improved based on such advice to save time and
energy in our operations. Similarly, some of our clients stopped sand blasting for finishing because of hazardous
effect on workers ... We have done the same in handling their products and very soon we will completely stop such
hazardous processes in our operations...” (Senior assistant vice president, supply chain and marketing)

“... recently, we have done a project with Levi’s for water-less jeans, they guided us in a detailed manner. We
reduced the consumption of water by 40 percent in garment production and finishing. Similarly, we are among the
supplier and manufacturer of BCI from Pakistan, as our clients are leaders in initiating BCI initiatives worldwide.
We stopped hazardous practices in our operations like sand blasting based on some of our clients’ advice...” (Vice
president, product development)

Latest garments washings techniques were learned through partnerships and alliances.
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“... we got training from our partners, last year a team of washing and laundry experts from Martelli (our partner)
came here for one week. They taught our team how to make a nice fabric washing, how to save the chemicals cost,
how to do a nice hand work on the jeans. These techniques were shared here by their team. Then our team went
to Italy to visit their production site to see and practice on different machines, washing in different water and
environment where the PH and temperature are different from Pakistan, so we correlated the expertise on one
machine to another and washing in totally two different setups and washing environments. We learned and
observed from their atmosphere ... what is happening in market demand for washings...” (Senior manager,
marketing)

“... the alliance (the Denim Atelier) with Martelli is amazing. We got hands-on experience in the world’s latest
washing and finishing techniques though training and learning on the production floor. This alliance enables us
to offer the best quality and high-value products with Martelli-inspired washings and finishing at reasonable
prices...” (Vice president, product development)

“

.. we have a strategic alliance with Martelli, a world-leading name in washing and finishing. This alliance
enables us to offer high-quality finishing and washing in our garments. Our clients are growing due to our
expertise in denim and latest vertical integrated production...” (Assistant vice president, production)

Customer Relationship

It is vital for exporting manufacturing firms to have good business ties with international
customers. CBL followed the customer-centric philosophy to deeply understand and
continuously match their customers’ diverse emerging needs to nourish business ties.

Good customer relation was learned and maintained through customer specifications

“... first, the clients visit us to check the plant, infrastructure, machinery and facilities... social and ethical
compliance. Once they are satisfied with our facilities and infrastructure, then they come on the business terms
and conditions which mainly focus on cost, quality, supply and future action in case of any dispute. When it comes
to the production floor then every customer has his own specific needs and demands according to his target market.
It varies from customer to customer...” (Assistant vice president, production)

“... our clientele profile consists of world-leading brands and sourcing partners. They conduct business in a very
responsible way. Some of them are the leaders in initiating and enforcing standards. When it comes to sourcing
they only do business with partners who conduct business in their way with respect to environmental and ethical
code of conduct. They are the enforcers of international and regional standards on various issues which are subject
to change with time. We are complying with all standards required by our sourcing partners from the last 17 years.
We are a certified company and provide certification on demand...” (Senior manager, marketing)

“... I'will say that there are two main categories for requirements: pre-business start and post-business deal. In
my experience, almost 99 percent of customers’ requirements are the same before putting any order; they are
mainly looking for compliance with standards, infrastructure and R&D. Once they are satisfied from there then
they look for quality, price and lead time according to their specific market needs... Generally, CBL and most
producers in the world do not play with the fit of the customers. Let’s say that there is a Norwegian brand, the
Norwegian body shape of a woman and man, or the average shape or structure of the body is best understood by
them than anybody else. So, what we do here, we take the fit, which means the measurement chart and the generic
styling of the garments from that client, whoever that client may be, we add some tweaks to that, whenever we
make the presentation of the garments, we add the aesthetics...” (Vice president, product development)
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Investment in state-of-the-art machines, systems and techniques remained vital ways to
get technical ability to accommodate emerging needs from customers:

“....in 2003 lots of different changes were brought into our system, operations and tactics through the acquisition
and sourcing of equipment and machines. We introduced a range of high-fashion content and products, contacting
and adding bigger clients with higher point value. We started adopting new parameters in our production...”
(Assistant vice president, production)

“... in 2003, the company changed a lot; we introduced high-fashion products and processes through acquisitions
of the latest machines and tools that made our way to add bigger clients...” (Supply chain manager)

“... a new beginning came in 2003 and lots of different changes were brought in, we introduced a different range
of products, highly fashion products, added bigger customers and higher value-added activities. We started with
completely new parameters into our production and processing through sourcing the latest machinery and
equipment...” (Senior manager, marketing)

Customer relationship was enhanced through matching with customer specifications,
involvement in R&D, and experts.

“... we get unusual orders on regular intervals. Most customers in this industry want a one-stop shop, to buy
everything from one source. But it is very hard to accommodate every aspect and order. The acceptance of such
unique orders depends on the nature of the order and type of customer. If the order is from our prime customer
then we discuss it, see the future prospects we accommodate it ... we evaluate it from every aspect with a team
consisting of people from PPC, PD, R&D and production. We decide whether we are capable or need extra
arrangements to be capable of doing such order, we always make necessary arrangements...” (Senior manager,
marketing)

“

. we handle unique and unusual orders from time to time... in most cases we accommodate our major
clients/sourcing partners. First, we evaluate such order from different angles based on our technological expertise.
If there is an issue that we cannot handle in an efficient way we discuss it with the clients to make necessary
changes according to our capabilities. If not, then we analyze what is missing and how to deal with such unique
order. We consult our foreign R&D, PD teams and developers. If necessary we upgrade our system, machinery or
make investments if the order runs for long and creates business for us...” (Senior assistant vice president, supply
chain and marketing)

“... we get customer orders/requests that are not really for CBL, but what we do depends on the value that we
assert on that customers. It depends, what type of customer is he for CBL? If it is a long-term partner, we entertain
that order even if it is not for CBL, somehow, we reengineer it, change it to fit our system. We do not turn away
anything just like that. Especially if it is a valuable partner, first we understand it, engage our local and foreign
experts for better understanding and execution, reengineer it, give them some suggestions for modifications that
suit our production facility and infrastructure without making a large investment ...” (Vice president, product
development)

CBL learns and adopts successful processes and systems from others in its operations
and extends them into its relations with other clients.
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“... especially, Levi’s’ concept of ‘never out of stock’ is very unique. They book fabrics and related stuff which
are generic on a tentative forecast, they issue the PO today. We start cutting the next day, followed by production,
processing, and we ship the product within 21-28 days. This is only possible when you have a good forecast well
in advance. Based upon their store selling every week they generate SKU, they issue a PO on the next Monday,
this is a fast-moving trend, this is an extremely good model to learn. We proposed to others to follow and benefit.
There are some customers whose developments are very premium processes, we learned from them and started in
our operations for better quality and performance...” (Assistant vice president, marketing-Europe)

“...the wonderful experience that we have learned is out of Levi’s. We served them over years, learned their unique
systems, product developments, various developmental cycles and their way of making sure that the product is
sustainable. Sustainable in a sense that it is not a threat to the ultimate consumers and related stakeholders... We
applied them practically in our routine operations and for other customers to benefit from it... ” (Assistant vice
president, marketing-Europe)

“... we are producing private brands and labels for different customers and sourcing partners with different
specifications, styles and designs. Working with diverse customers’ orders connects us to a rich source of market
information and trends. Every order has something new for us or we improve our own practices by producing it
in an alternative way...” (Senior manager, marketing)

Customer relationship was enhanced through an active network of international
marketing and sales offices and participation in trade shows and expos.

“... we have an established global network of sales and marketing offices in the USA, UK, Ireland, Germany, 1taly
and UAE. Our global offices help us to remain in direct and close contact with clients and monitor their regional
fashion trends to shape our seasonal collections...” (Senior assistant vice president, supply chain and marketing)

“... CBL’s marketing presence is strong across the world, with offices and showrooms in Europe, America and
Middle East. This helps us remain in close contact with our esteemed clientele and as well as monitor regional
fashion trends. Our experience in multiple regions of the world helps us shape and define our seasonal collections
to better suit our customers’ ever-changing desires...” (Www.crescentbahuman.com)

“... we started producing our own inspirational collection that enables us to participate and present our products
in mega trade expos such as Denim by Premiere Vision (DPV) and Engraved - Paris. Such participation enables
us to showcase our innovative products to inspire both existing and potential customers...” (Assistant vice
president, marketing-Europe)

Customer relationship was improved and strengthen through compliance with
customer’s standards in addition to other specifications (business- and product-related).

“... first, the clients visit us to check the plant, infrastructure, machinery, facilities and compliance. If they are
satisfied with our facilities and infrastructure they come on the business terms and conditions ... when it comes to
the production floor then every customer has his own specific needs and demands according to his target market.
It varies from customer to customer and order to order...” (Assistant vice president, production)

“... our customers are widely spread in different markets around the world. Everyone has his own specific
requirements, specifications and standards according to international and their regional specific needs. Price,
quality and quick deliveries are influential factors required by the majority of clients. Even a single customer
working with different market segments has different needs and requirements. Customers interested in starting
business with us for the first time are very concerned with our compliances and standards regarding different CSR
and ethical issues. If they are satisfied from there, they go for further developments...” (Deputy manager, R&D-
Textiles)
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“... our clientele profile consists of the world’s leading brands and sourcing partners. They conduct business in a
very responsible way...when it comes to sourcing they only do business with partners who conduct business in
their way ... they are the enforcers of international and regional standards... we are complying with all standards
required by our sourcing parters....”" (Senior manager, marketing)

International and Regional Standards

CBL is one of the leading denim apparel producers in this region, and is committed to
comply with standards.

International and regional standards learned through customer specifications

“... every customer has his own specific requirements, specifications and standards according to international
and their regional specific needs... any customers interested in starting business for the first time are very
concerned with the compliances and standards regarding different CSR and ethical issues. If they are satisfied
from there, they go for further developments...” (Deputy manager, R&D-Textiles)

“... our clientele profile consists of the world’s leading brands and sourcing partners. They conduct business in a
very responsible way. Some of them are the leaders and initiators in establishing standards. When it comes to
sourcing ties they only do business with partners who conduct business in their way... we are complying with all
standards required by our sourcing partners from the last 17 years. We are a certified company and provide
certification on demand...” (Senior manager, marketing)

“...Customers from different regions and markets have different requirements to comply with their regional and
international standards. Additionally, some customers have their own initiated ethical, social policies and
standards, which we must have to comply with...” (Assistant vice president, marketing-Europe)

learned through training and certifications
“... we got certifications and training from world-leading consultants, as we are a certified company having
compliance on Levi’s® (PEs, noise monitoring, hazardous waste disposal and WWTP); Montreal Protocol Treaty
(Refrigerant replacement); NEQS (air emissions and liquid effluents); IFC-International Funding Corporation
(air emissions, ambient noise, fire safety monitoring, liquid effluent); World Bank (air emissions, noise, effluents,
work environment); Environment Excellence Award 2010-11 — Country-wide; CSR Excellence Award 2010-2011
— Country-Wide; 1SO-9001; 1SO-14001; OEKO-TEX 100; SA-8000; OHSAS 18001; AEEA 2010; WRAP...” (Vice
president, product development)

“... similarly, beside international standards every customer has his own regional requirements which we should
comply with. We are among the most compliance plants in this part of the world. Since our inception, we have
been very active in CSR, as we have had an effluent water treatment plant since 1995. We are a certified company,
having compliance on: Levi’s® (PE’s, noise monitoring, hazardous waste disposal and WWTP); Montreal
Protocol Treaty (Refrigerant replacement); NEQS (air emissions and liquid effluents); IFC-International Funding
Corporation (air emissions, ambient noise, fire safety monitoring, liquid effluent); World Bank (air emissions,
noise, effluents, work environment); Environment Excellence Award 2010-11 — Country-wide; CSR Excellence
Award 2010-2011 — Country-wide; 1SO-9001; 1SO-14001; OEKO-TEX 100; SA-8000; OHSAS 18001; AEEA
2010; WRAP. We got these certifications through training from leading consultants and auditors ...” (Senior
assistant vice president, supply chain and marketing)

“... besides infrastructural, product specifications and international requirements, every customer has its own
initiated and/or regional standards and requirements in raw materials, use of chemicals, processing and product
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handling. We are a certified company from various aspects... we have certifications from top consultants and
bodies to ensure full compliance in our actions...” (Assistant vice president, production)

Innovation

CBL is amongst the leading apparel producers in Pakistan, and is involved with
innovative production, washing and finishes. CBL is constantly searching new and/or
improving existing operations, systems and offerings.

Learned through R&D, experts and investments in latest equipment and testing tools

“... we improved and are improving on a regular basis. For example, previously we were importing a special type
of corrugated cotton from Belgium, Turkey and Dubai which was very expensive due to unavailability of required
quality in the local market. We brought that cotton and challenged our own spinning unit and local vendors. We
provided them with specifications, they worked on that for some time, submitted several samples and finally
matched with our specifications. We approved it from our quality and R&D teams and further from the respective
client, after some changes. Now we are locally producing that yarn in a cost-effective way... similarly, we made
improvements in our inventory management; production schedules and planning... We plan and forecast our
production schedule, which we send to vendors according to our production plans...” (Supply chain manager).

“... the big drive today is regarding sustainability. Two years ago, | challenged my/CBL chemical suppliers and
said ‘ok, we need the same kind of product which we are buying today, but they must be active to the same level
in lesser water’. Then we made a change, for example if we were using 10 liters of water per kilo for a certain
process, then we started six liters per kilo for the same process. So immediately we start reducing 40 percent of
water we were consuming in garment finishing. Then we realized that by doing this we were also saving energy,
as we do not have to heat same volume of water to a certain temperature for wet finishing. Then we challenged
the suppliers for lower temperature, most of the production and process are run at 40 degrees. We raised the issue
of why we run them at 40 degrees, when the temperature in this region rises to 50 degrees in the summer, the
unbarred water temperature is 30 plus, so we cannot develop things in the winter months in cold water and then
expect to produce it during summer at 40 degrees. We set a limit that we will do all the developments at 40 degrees.
So, at the production stage, water either needs five degrees of heat or may not need any heat depending on outside
conditions. This also saved us energy, and our carbon footprint is improving...” (Vice president, product
development)

“.... We started an innovative project with Levi’s for technical textile. We invested in expansive processes but
unfortunately Levi’s stopped it. We expect that it will continue by Levi’s in future. We worked on water replant,
fire resistance and others finishes in garments. But now it is increasing because of the demand. For Levi’s we did
a project of “Waterless Jeans”’, we reduced our water consumption up to 40 percent by using unique washing and
laundry processes. Now we are working with Thermo- light and Coolmax in our garments and fabrics. Things are
continuously changing. For such development, you should be more vigilant and proactive...” (Assistant vice
president, production)

Learned through constant investment in state-of-the-art machinery, equipment and
customized systems

“... in 2003, we made several moves for a new beginning, we formulated, checked and worked on several options
to bring changes in our integrated operations. We added new customers through involvement in R&D, adopted
value addition in our operations, and introduced innovative products and processes. We brought new insights in
our production and operations through investment and upgrades in state-of-the-art equipment, machines and
techniques... ” (Senior assistant vice president, supply chain and marketing)
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“... we are more flexible and well aware of the latest trends in fashion and demands for systems and technology.
We are well prepared to work with complex customers and handle their complex orders and products ... we are
more strategized and rationalized with the needs of the business as of today. We are more flexible and capable to
produce for any small brand or big clients, we accommodate both with full confidence. There has been a 180-
degree turn (complete changes) in our infrastructure, system, thinking, strategy and management style. We are
now more selective in our business to get into high-value segments... “(Assistant vice president, marketing-
Europe)

“... the type of products that were being produced here was not different... than most of the world does and this
region was already doing in huge quantities. The whole purpose of bringing me here was to innovate and inspire
the customers. And | believe that we have been successful with my team. This building also came right after my
joining the company. The development center downstairs is new and now this department itself has about 70
people, our product development (PD) sowing section employs 200 people, so the changes that happened from the
product point of view is ongoing on a daily basis. From the machinery point of view, it is ongoing not daily, but at
least annually we have improvements in equipment to be more up-to-date with the market, to be able to provide
different products to the market, to be one of those companies that people recognize as a forward-moving
organization...” (Vice president, product development)

Innovative capabilities learned and further strengthened through strategic alliances and
customer specification.

“... the alliance with Martelli was to go to different companies like REPLY, which is a very reputed company, we
offered them all three things: we can stich, use our own fabrics and make the garments and then Martelli can wash
those garments... but if we wash it here at CBL it is still a Martelli-inspired wash in well-controlled Martelli
standards at lower costs than in Italy and Romania. We offer a premium wash here at CBL. All these offers were
sent to Diesel, Scotch and Soda, Energy, Reply and Sixty 60, and we have done some good business with them. In
this way, the innovation through partnering idea was successful. In the past, we were only doing the basics, now
we are making and prepared everything and offer to quality-conscious segments of the market. It is a matter of
where you are pitching the ball and making revenue...” (Senior manager, marketing)

“... we had done projects with our prime customers, for example we did an innovative project on “waterless jeans”
where we consumed 40 percent less water in our production and processing. This also helps us to save energy and
heat costs in our production and processing. Such projects enable us to build our capabilities, competencies and
innovative techniques. It gives us full confidence and makes us capable of doing such projects on our own. We
also get insights from such projects for the production of quality products and annual collection for future
business...” (Senior manager, marketing)

“... in the year 2009-2010 we started global alliances in washing, production, design, sales and marketing. These
alliances enabled us to utilize our integrated facility in a more strategic way to increase our sales by offering
innovative and high-quality products, better control over supply chain, develop new and nurture existing clients
in international markets like the EU, US and Middle East...” (Senior assistant vice president, supply chain and
marketing)

Learned and involved in innovation through world’s leading fashion garments suppliers’
specifications.

“... such orders are vital for our learning and competence building through practically experiencing things in a
real production setting...., for example we did an innovative project on “water-less jeans” where we consumed
40 percent less water in our production and processing. This also helps us to save energy and heating costs in our
production and processing. Such projects enable us to build our capabilities, competencies and innovative
techniques. It gives us full confidence and makes us capable of doing such projects on our own. We also get insights
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from such projects for the production of quality products and annual collection for future business...” (Senior
manager, marketing)

“... it is essential from the learning and knowledge point of view. You learn a lot from such orders, due to totally
new aspects and specifications in designing, production, processing and overall handling of order. | will say that
it is a combination of rich experiences and learning, anyone handling it gets something. It is also a fact that
initially it is challenging, but as time passes we get our hands on it. It enables us to use our expertise in more
meaningful ways for our future developments...” (Assistant vice president, production)

“... the most important impact of these orders is to add new products in our portfolio and hands-on expertise from
the design center to the production floor. It touches each and every unit of CBL with learning and experiencing
new and improved things...” (Vice president, product development)

Branding Management

CBL is among the pioneer companies in Pakistan to market and sell under its own brand
(name and logo) in local and regional markets (such as the Gulf).

CBL actively uses its exclusive outlets as a means to promote and sell its brand.

“...in 2006, we started our annual inspirational collections you can see the logos and names in the gallery to show
our R&D and innovative products. We have 150 active fabrics in our archive. We launched our own local brand,
“Stoneage”, through exclusive outlets which is now valuable in the Gulf. ...” (Deputy manager, R&D-Textiles)

“... in 2006, we established a design center that serves our needs: innovation and inspiration, product development
and transition for our innovative offerings as per demand. In March 2006, we launched our brand “Stoneage”
locally, with five outlets across the country...” (Assistant vice president, marketing-Europe)

“... Stoneage is a brand identified by its progressive, cutting-edge borderline funk that has been inspired by the
growing need for an urban youth trend movement. We design with an edgy creativity while focusing on modern
lines and sleek fits. Stoneage has become the leader in how denim trends are dictated in Lahore and Karachi (where
we have four outlets) and we are further venturing into Islamabad, Multan, Sialkot and Faisalabad...”
(https://www.facebook.com/CrescentBahuman)

Learned through involvement in R&D and from experts.
“... we introduced our own promotional and inspirational collection through getting involved with designers,
developers and our newly established R&D center (specialized fabric and washing development) ... similarly we
launched our brand in local markets through a network of exclusive outlets and showrooms across the country...
In 2009, Stoneage has established itself in Dubai...” (Senior manager, marketing)

“... we started an inspirational collection twice a year to present our innovative offering to different customers as
a promotional tool... in 2006 we launched our brand (Stoneage) in local markets through exclusive outlets in
Punjab, Pakistan. The brand is now expanding to other parts of Pakistan and Dubai as well...” (Deputy manager,
R&D-Textiles)

“.... in 2006, we established a design center to handle innovation and inspiration, product development and
transition that enables us to produce our annual collections. In the same year, we started our local brand,
Stoneage, with five outlets across the country...” (Supply chain manager)
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Design and Pattern Development

CBL provides design and pattern development services in addition to the manufacturing
of private labels and brands to world-leading brands.

Learned and involved through R&D/design center and implementation of modern
equipment.

“... pattern development — the solvate and fit of the garment, we are very strong in that as well, we have the latest
equipment and expertise with Gerber cutting, we are making all the Ethno marking, pattern making and can
digitize. If you bring any style we can make a pattern, digitize it and feed to the system, grade it for different sizes
and make the product as per demand. We have all these in-house capabilities to feed our clients...” (Senior
manager, marketing)

“... became involved in services such as pattern development, full service pack (that is, from idea to product
shipment) washing development and style developments. | believe CBL is a unique plant in Pakistan which
provides commercial services of washing and style developments through its R&D, designers and mechanical
arsenal to the world’s leading brands and clients. We are providers of style development services to Levi’s, D&G,
H&M, S. Oliver, Pierre Cardin, American Eagle and others. CBL is a design center for them... they come with a
sketch in mind and take the full design of the product, so they use this design somewhere else...” (Assistant vice
president, marketing-Europe)

“...we can develop denim fabrics, make jeans with different constructions, fittings and styles. Similarly, we have
wash development as | mentioned that we got very sophisticated washing and laundry machinery and techniques
from Italy... we are providing developments services to Levi’s, D&G, H&M, S. Oliver, Pierre Cardin, American
Eagle and other elite brands on commercial basis. It is a design center for them...” (Senior manager, marketing).

Learned from experts (developers and designers).

“... the whole purpose of bringing me here was to innovate and inspire the customers. And I believe that we have
been successful with my team. This building also came right after my joining the company. The development center
downstairs is new and now this department itself has about 70 people, our product development (PD) sowing
section employs 200 people, so the changes that happened from a product point of view is ongoing, on a daily
basis...” (Vice president, product development)

“... innovation is an imperative feature of CBL that is the major source of inspiration for its customers. We have
an inclusive design center that comprises fabric, garment and pattern developers who are constantly exploring
innovative ideas to develop something novel and innovative...” (Company presentation)

“... working as a supplier to the world’s leading brands and sourcing partners enhances our learning, it compels
us to put our hands in innovative processes and production to perform better. Besides innovative productions over
the years we also get involved in services such as pattern development, full service pack (that is, from idea to
product shipment) washing development and style developments. | believe we are the unique plant in this region
who provides commercial services of washing and a style development via its R&D, designers and mechanical
arsenal to the world’s leading brands...” (Assistant vice president, marketing-Europe)

Learned from diverse customer specifications.

“... working with different clients is the main source and connection to market knowledge. Generally, an order
of garment consists of different tasks that are performed by different units, being an integrated facility there is
something at every step, for every unit from spinning to shipment. Production and design of diverse orders is the
best way to know, learn and get practical experience in performing different operations. It brought new
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experiences, alternatives in our operations through our R&D and product development department ...” (Senior
manager, merchandizing)

“... we signed strategic alliances with Italian, Turkish and Greek companies in washing, finishing, design, sales
and marketing to develop business in high quality and value products and services. It is interesting to note that
apart from production and manufacturing we also provide commercial design and pattern development
services...” (Deputy manager, R&D)

“... we have no problems in design and production of products with any specifications and attributes... we have
the competencies in denim fabric developments; besides our own R&D teams we have Italian and British
designers, we can handle any sort of product design to production...” (Senior manager, marketing)

Integrated Production

CBL started its operations as an integrated production unit having facilities to spin,
weave, stitch and sew garments.

Learned and involved in integrated production through investments in the latest
infrastructure and vertical production facility.

“... Crescent Greenwood Limited was the first fully vertically integrated plant in Asia to include the latest
spinning, weaving, cutting, finishing and sewing under one roof...” (Senior assistant vice president, supply chain
and marketing)

“... in textiles, we progressed to manufacturing of the world demanded denim garments through the foundation
and erection of the latest integrated facility as a joint venture in 1991 ... Crescent Greenwood Limited (CGL) was
one of the first single-site operations of finished jeans and the largest in South Asia to meet the latest demands. It
also has state-of-the-art machines and equipment backed by a water treatment plant and a power generation plant
in its premises...” (Deputy manager, R&D)

“.. (CGL) was the first fully integrated apparel plant in Pakistan that included the latest and state-of-the-art
spinning, weaving, washing, cutting and sewing units for denim garments according to the international market
demands. The plant was backed up by its power generation plant and a water treatment plant which was the first
of its kind in Asia... ” (Assistant vice president, production)

Further enhanced the learning related to integrated production through partnerships and
strategic alliances.

“... since 2009 we established alliances with leading European companies as an important strategy for growth.
In 2009, a joint venture... with Turkish fabric business partner... gave us the edge to integrate partner supplies
network with our vertically integrated production to facilitate sales in Turkey and Europe and assist us in
designing.... Similarly, in 2010 an alliance with Greek Hellenic Fabric S.A... enabled us to increase sales and
market access of our innovative products by becoming more vertically integrated. The alliance with Martelli is
amazing. We got our hands on the world’s latest washing and finishing techniques through training and learning
on the production floor. This alliance enables us to offer the best quality and high value products with Martelli-
inspired washings and finishing at reasonable prices...” (Vice president, product development)

“... in the year 2009-2010 we started global alliances in washing, production, design, sales and marketing. These
alliances help us to utilize our integrated facility in a more strategic way to increase our sales by offering
innovative and high-quality products, better control over supply chain, develop new and nurture existing clients
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in the international market...” (Senior assistant vice president, supply chain and marketing) “...Crescent
Bahuman started a denim fabrics business with the partnership of Crescent Turk in 2002 and the relationship
matured into a joint venture in 2009. Crescent Turk was formed to take advantage of core strengths of the partners
in Turkey, being an established name in denim fabric sourcing and fast fashion garment suppliers, and in Pakistan
being the biggest vertically integrated denim garment producer. The venture was a natural growth and proved
right in the emerging business dynamics of recent years...” (http://www.crescentturk.com)

Industry Trend

CBL is open to adopting the latest developments and happenings in its operations and
offerings. The company uses both internal and external sources to stay up to date with
changing market trends.

Learned from diverse customer needs and specifications.

“... we changed by adopting advanced systems, the latest production, processing techniques and equipment.
Mostly clients are searching for efficiencies to cut costs, for example everyone is using online ordering systems,
where they issue orders on our name, we fill their orders, give supply schedules and update their order status on
a daily basis. We installed PITS and RFID systems for online production tracking to enhance visibility and clarity
in our systems... customers now order in small batches with variations. This is more challenging from a production
point of view... ” (Assistant vice president, marketing-Europe)

“... change occurred overnight in production, processing, technology, CSR, application, usability, systems and
others. The market is extremely demanding and fast-moving in fashion trends. To cope with such changes, we are
agile and proactive in our tactics and offerings, otherwise we will be only spectators. We strategically go back
and forth to get what we need in the shortest possible time and within available resources. We are wisely investing
in people, machines and R&D. We pay for licenses and patents to different companies like DU PONT, INVESTA,
etc. for their noble and innovative techniques to introduce them in our operations in timely manner...” (Vice
president, product development)

‘

‘... our business mainly consists of two parts: Levi’s and non-Levi’s. Actually, our prime client, Levi’s, is very
well organized and does business in the same way. They have a formal and systematic procedure for each and
every aspect. For every parameter, they have value and standards that change over time. About 70 percent of
customers’ requirements are the same... we have to work according to their demands and priorities to match their
requirements in the best possible way. Most of them change the ordering procedures and systems to I1T-based...
similarly, things keep changing with respect to aesthetics and appearance. From the functionality aspect, it
changed a lot with the passage of time. Customers introducing and demanding functional aspects in their orders
(antimicrobial, water repellant, heat-retardant, Coolmax, heat absorbent, etc.) ... We never imagine the use of
textiles in other sectors and industries apart from home and apparel... Similarly, technology, machines and know-
how become obsolete with changes. These changes are so wide that it is impossible for us to capture all the aspects.
We are trying to be responsive to these changes as we are improving our technological and knowledge base
through investments and sourcing the latest machines, equipment and experts. We pay for licenses and patents to
different companies to use their novel practices in our production and processing ...” (Assistant vice president,
production)

Learned through international marketing and sales and by participating in fashion shows
and expos.
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“... CBL’s marketing presence is strong across the world, with offices and showrooms in Europe, America and
the Middle East. This helps us remain in close contact with our esteemed clientele as well as monitor regional
fashion trends. Our experience in multiple regions of the world helps us shape and define our seasonal collections
to better suit our customers’ ever-changing desires...” (Www.crescentbahuman.com)

“... our international offices keep us within the rhythm of the market by providing information related to design,
fashion, styles and functionality of products in specific regions. We extend our production practices and annual
collections based on this information and trends...” (Assistant vice president, production)

“... we have a global presence through our sales and marketing offices and partners, they feed us with new
information and give us feedback from various parts of the world; on top of that, our marketing and production
teams are continuously attending trade shows and expos to get new insights from different locations...” (Senior
manager, marketing)

Learned through re-engineering and emulation.

“... our R&D and product development teams get information from our global offices and attend business fairs to
get in touch with contemporary trends. They are always on their toes to get first-hand information on the latest
fashion by visiting customers, searching markets and meeting with the world’s top denim professionals to obtain
their insights. All this helps to create CBL’s collection, which we present twice a year to different customers...”
(Senior manager, marketing)

“.... Our development process is driven by addressing the global market trends and producing fabrics which
encompass wash flexibility and performance. We research with industry experts, attending fabric fairs worldwide
and include all influences which are important to our customers...” (Www.crescentbahuman.com)

“... we do comparative shopping, we go out in the industry, buy and review some best brands of the world while
also going out for shopping maybe in San Francisco, New York, Milan, Hong Kong, Dubai, UK ... on a regular
basis... Similarly, we attend and participate in expos like DPV, Engraved in France, etc., which helps us to observe
new happening in the markets. Our global offices keep us updated about the latest happenings in different regions.
We don’t exactly replicate the same thing. We take the main feature of a specific product and use it...” (Vice
president, product development)

Learned from experts (top designers and developers).

“... our customers are international brands, they set and follow trends in the market. Customer taste and market
trends are dynamic in nature, if we don’t respond in time we would have survival problems. To be reactive to
changes we continuously invest in machines, R&D, equipment, testing tools and experts...” (Deputy manager,
R&D-Textiles)

“

. our R&D and product development team get information from our global offices and business fairs to
understand latest trends. They are always on their toes to get first-hand information on the latest fashion trends
.. and meeting with the world’s top denim professionals to get their insights. All this helps to create CBL’s
collection and move with market changes over time... ” (Senior manager, marketing)

“... CBL’s R&D team is always busy in getting and implementing new and innovative ideas .... We research with
industry experts, attend fabric fairs worldwide and include all influences which are important to our customers...”"
(www.crescentbahuman.com)

CBL brings the latest trends in its offerings through licenses and patents.

“... to cope with such changes, we are agile and proactive in our tactics and offerings, otherwise we will be only
spectators. We strategically go back and forth to get what we need in the shortest possible time and within
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available resources. We are wisely investing in people, machines and R&D. We pay for licenses and patents to
different companies...” (Vice president, product development)

“... changes occurred from “Cotton to Carton”. The apparel industry is very dynamic, and denim itselfis changing
a lot due to high-fashion contents and demand. There are countless things, you name it, that changed and are
continuously changing ... there are innovations and advances in CSR, materials, production, processing... Our
clients and sourcing partners initiated changes as they are the leaders and trend-setters in the industry. Similarly,
suppliers of chemicals and raw materials continuously present innovate materials and processes that change the
rules of the game. Every day is a new day and something new is coming... In order to go with the wave of change
we pay for license and patents... to use new ideas in our products...” (Senior manager, marketing)

“... to stay in the race, we are adopting the latest hardware, techniques, trends and innovations as soon as they
are commercialized and available in the market through licenses, copyright acquisition and other
arrangements...” (Senior assistant vice president, supply chain and marketing)

Product Diversification

CBL diversified its offering via non-denim apparel and bottoms.

Learned product diversification from customer specifications and by sourcing canvas
(non-denim fabric) from local markets.

“... we also diversified our product range in 2008 to meet some non-denim demands. What did we do and are
doing? We bought canvas and flat fabrics from locally reputed firms; we cut it, sew it and wash it... We are there
but it is not a big portion of our business...” (Senior manager, marketing)

“... in 2008, we made moves toward diversification; we added non-denims to our portfolio, but it is just a small
portion of our business. We include bottoms through processing canvas sourced from local markets...” (Assistant
vice president, marketing-Europe)

“... in 2008, we tried and succeeded in diversified offerings. We got a small order for non-denim from our client
on an experimental basis. We sourced canvas from a local supplier and made the product according to our client’s
specifications and directions. It went well. Since then we have added the non-denim to our portfolio, but it is just
a small portion of our business. We extend it to other clients as well...” (Senior assistant vice president, supply
chain and marketing)

Conflict Resolution

Creating and retaining business ties is challenging, especially in the fashion apparel
sector. CBL found ways to resolve issues arising in its engagements with clients through
certain arrangements that sought to establish a long and positive working relationship.

Learned about conflict resolution through negotiations and discounts.

“...we try our best to match with our customer specifications. Sometimes certain issues arise in quality, price,
specifications matching and delivery schedules, etc. We take them with an open heart and discuss it among our
respective departments and customer. We always try to find new ways to resolve issues with our clients for
longevity in our business. We give discounts, replace the order on a priority basis and use alternative modes of
transportation in case of delays. We are working with world-class brands for the last 17 years and still it is going
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and growing. There are also some cases that the customer left us, two of them left us for not meeting their delivery
schedules while others stopped working due to their state policies and duties...” (Assistant vice president,
production)

“... working with a customer is like a marriage, you always have tough times, you always have deadlock and
absolutely you have solutions. There are always lots of things going on, in the majority of cases we discuss, open
up and share the problems with customers. It is a fact that when you share problems with customers they become
part of our problem and come to a consensus. There are also incidents when the deadlock is going long that
eventually turn down by customers or by us. Main challenges are price and delivery, all the discussion and
deadlocks are always around these two points in our business. In such circumstance, we offer discounts on the
price or we send the shipment through air instead of sea to accommodate customers’ needs. Such arrangements
are important to stay in the business... ” (Assistant vice president, marketing-Europe)

“... no one is perfect to work with zero defects. Garment manufacturing is a tedious job as you have to take care
of hundreds of details and if you miss one then you are in trouble... Sometimes we have supply issues, in that case
we ask for 10 days’ extension, sometimes the customer accepts, but sometimes they disagree and ask for a three
to seven percent discount. Or we send them consignment through air instead of sea. In case of any serious issues
we negotiate with an open heart and compensate customers at every cost... it creates a good image and ensures
continuity of business for us...” (Senior manager, merchandizing)

Why is The Firm learning the Way It Does?

Having identified the main learning domains through the main learning ways for
learning, we also need to identify why the firms tend to learn the way it does.

Identified Learning Reasons

The learning reasons relate to different motivations and involvement of firm in diverse
set of strategies; that is, why does CBL approaches to different modes of learning and
uses strategies? In terms of learning reasons (‘why’), 13 reasons have been identified,
defined and mentioned, with illustrative quotes as listed in Table 4.4:

Table 4.4: Identified “Reasons for Learning”

Label Definition Quote Number

Improvement in | It refers to the firm’s needs to bring up new ideas, | 1.2,3,4,5,6,7,8,10,34,35,36,37,38,39,40,41,4

; ; : ; : ; 2,43,44,56,57,58,74,75,77,78,79,83,84,85,8
Textile Production | skills, tools, machines and techniques into the 6,104,106,107,108,109,110,111,112,113,11

existing production and products. 6,119,125,134,135,139,140,144,145,146,14
7,150,151,156,163,164,166,167,168,169,17
0,172,179,196,198,205

Improving It is defined as a “firm’s desire to enhance overall | 22,23,24,25,30,31,32,33,34,35,36,37,40,41,

. ; ; ; 58,68,69,70,71,72,73,75,82,83,84,85,86,87,
Performance firm operations through involvement in latest 88.93.104,106,107 108.100.110.111 112,11

production and processing”. 3,114,115,116,119,125,128,132,133,134,13
5.136,137.138,141,142,143. 144,145,146, 14
7.149,154,155,157,158,159,160,161,163,16
5.166,167,170.171,172,173.174.180,185,18
6.187,188.18,190,192,194,196,200,205,207,
208,209,210,211,213,223,226

Latest Textile | Tt refers to the “firm’s need to adopt latest practices, | 1.2.3:4,5,6,34,35,36,37,39,40,42,43,44,68,7

; ; ; e 2,85,104,106,108,109,119,125,134,135,136,
Processing procedures and methods in washing, finishing and 130 140,141 142,143,144 147 164166, 167

Techniques shipment”. 168,169,170,172,180,196,198,205,207
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Label Definition Quote Number
Supply chain | It refers to the desire of the firm to have control over | 7.8.9,10,11,12,13,14,15,70,81,84,96, 165,
control the upstream value chain 173,177, 209,215, 226

Latest Demand

It is defined as the “firm’s ability to meet customer
needs, and market requirements and trends”

5,7,8,12,13,14,15,16,17,1,19,20,21,22,53,54
,55,56,57,58,59,68,74,75,78,79,83,84,85,86,
87,88,89,90,91,92,93,94,95,96,97,99,100,10
1,102,103,104,105,106,107,108,109,110,11
1,112,113,114,116,117,120,127,128,129,13
0,131,146,148,149,151,154,162,163,168,16
9,170,71,172,173,176,179,193,194,201,203,
206,208,217,221,227

Ability to innovate

It is defined as the “firm’s need to produce new or
update its existing products, processes, services and
operations”.

40,42,44,45,46,47,51,52,67,74,78,79,93,109
,110,112,119,120,125,126,127,128,129,130,
131,133,134,135,136,137,138,145,146,148,
149,153,156,168,169,170,171,172,175176,1
79,180,185,186,187,190,194,195,197,199,2
07,222

International
Market Presence

It refers to the firm’s desire and ability to establish
connections and make its presence in foreign
markets.

16,17,18,19,20,22,23,24,25,26,27,28,29,37,
46,52,60,61,62,63,64,65,66,67,68,69,70,71,
72,73,152,153,156,162,163,164,166,167,17
0,198,214,

Develop Contacts

It is defined as the “firm’s desire to establishing new
business relations with potential customers and or
strengthening the existing one”.

18,19,20,23,24,25,26,27,28,29,34,35,36,37,
38,39,41,4245,46,47,48,49,50,51,54,55,56,5
7,58,59,67,68,69,70,71,72,73,74,75,76,77,8
1,82,84,86,87,89,90,96,120,123,124,125,12
6,127,128,129,130,131,133,134,152,153,15
5,156,157,158,162,166,168,169176,172,178
,181,182,183,193,194195,196,199,201,202,
203,206,212,214,216,225,

Branding &
Marketing

Itis defined as the “firm’s need to develop, present,
promote and establish its offerings under specific
logo, name or trade mark in market”.

37,45,46,47,48,49,50,51,60,61,62,63,64,65,
66,163,165,166,167,218,219,220

Compliance with

Refers to the firm’s need to comply with demanded

88,89,90,92,93,94,95,96,97,98,99,100,101,1
02,103,106,117,121,122,123,124,139,141,1

Regulations international and regional standards. 42,144,145,173,197,198,199,204,205,207 2
28
Improving It is defined as the “firm’s need to constantly | 11,36,37,38,41,67,69,70,72,73,86,111,113,1

Product Quality

enhance its offerings and presenting high value and
superior products and services”

16,125,143,169,173,175,185,191,196,209,2
13,214,223,224,

Enhance Positive

It refers to the firm’s desire for creation of

56,57,58,59,97,101,102,103,117,123,124,14

Image of Firm competence and goodwill in the market. i*183%8;'158*159'160'161'181'182'183'18
Commercial It is defined as the “firm’s need to provide services | 165166,167,179,180,210,211
Service such as design, product and pattern development,

business model, quality audits and supply solutions
in exchange for payment”

In order to better understand why the company tends to learn the way it does, table 4.5
combines ways of learning with reasons for learning. Learning from experts or learning
by imitation and emulation is not equally important in relation to all reasons for learning.
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Table 4.5: Learning Ways by Reasons for Learning

Reasons Improvement in Improve Latest Textile Supply Chain | Latest Ability to | International Develop International Compliance | Improving Enhance Commercial
Textile Production | Performance Processing Control Demand | Innovate | Market New Branding & with Product Positive Services
Learn Techniques Presence Contacts Marketing Regulations | Quality Image of
Ways Firm
36,37,40,42,43,44,8511 | 22,23,24,2536,37,40,85,10 | 36,37,40,42,43,44,85,1 85,116,127 | 40,42,44,46, | 23,24,25,26,27,46, | 26,27,36,76, | 46218 36,37,169,173, 210,224
Experts . 9,163,166,169,170,179,1 | 9,113,116,128,143,144,146 | 09,143,144,166,169,17 ,162,1942 | 119,120,126, | 162 86,120,126,1 224
(Insider/Outsider) | 98,208 ,166,171,172,173,185,186, | 0,208 08,216,217 | 127,129,130, 28,129,162,
187,198,208,224 131,146,153, 16
162,168,170,
171,172,176,
179,185,194
Market 70,224,226 37,67,68,60,70,71, | 37,68,69,70, 73,224
: 72,73,163,164,167 | 71,72,73,170
Partnership/JV 197 178,194 196
Mergers & 34,35 30,31,32,33,34,35,37 34,35
Acquisitions
(M&A)
Product 12,3,4,56,7,837,7286, | 68,69,70,71,21,86,119,125, | 1,2,3/45,67,37,72,106, | 7.8 57,8,68 67,119,125, 67,68,6971,7 141,142,197,20 | 37,67,69,70,72,
Partnership/Sourc 119,125,147,163,164,16 | 142,143,164,171,185,186,1 | 1257141,142,143,163,1 171,207 2,73,86,192, 7 73,86,143,185,
r 7,170,196,198, 92,194,207,210,224 64,167,170,178,196,19 194,225 196,224
ing-JvV 8,207
56,57,58,79,108,109,110 | 14,93,112,119,134,135,136 | 108,109,110,136 16,17,181 | 93,149,156 17,18,19,20, 56,58,59,153 209
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Interesting insights are evident from Table 4.5, describing the identified learning reasons
through specified ways:

Experts

From the very start, CBL connected with designers and developers to develop innovative
aspects in its operations. Such involvements are necessary to obtain the expertise
required to fulfill market demands.

Learned from experts in order to enhance ability to innovate and designing capabilities.

“... our state-of-the-art R&D and design center for fabrics and garments enhance our abilities to innovate and
develop in a real production setting as per international standards... further, our foreign experts keep us updated
on the latest developments on a daily basis. Additionally, our global partners and design centers in the UK and
Turkey inform us about the latest and emerging trends in global markets...” (Assistant vice president, production)

‘

‘... we improved and are improving on a regular basis... previously we were importing a special type of
corrugated cotton... we brought that cotton and challenged our own spinning unit and local experts. We provided
them with specifications, they worked on that for some time, submitted several samples and finally matched the
specifications... now we are locally producing that yarn in a cost-effective way...” (Supply chain manager)

“... in the start, we were just manufacturing and imitating whatever the customer demanded. We were doing some
basic styles for three major customers and two others. We have a contract (manufacturing agreement) with prime
customers like Levi’s for almost 16 years... simple to complex products line was brought into this company. It was
not only a desire to move forwards, it was a painful process of preparations, we engaged with foreign designers
who innovated and designed our fabrics, invested heavily in R&D, latest machinery and processing the fabrics
... (Senior manager, marketing)

Learned from experts to improve production and employ latest textile process and
production.

“... I became a part of the newly established design and development center specialized in fabric and washing.
Investments in the latest machines, testing tools, equipment, R&D, designers and developers brought new insights
into CBL’s operations. It enables us to offer range of highly trendy and fashion products, involved in high value-
added processing and production that attract and develop business with well-known brands...” (Deputy manager,
R&D-Textiles)

“... in 2006, we started new dynamics by adding specialized fabric development and washing development centers
through heavy investments in sophisticated machinery, equipment and experts...” (Senior manager, marketing)

“... before, we were more rigid... now we are more systems-oriented... more flexible and well aware of the latest
trends in fashion, systems and technology... From the business point of view, we are well in place to work with
higher-end products ... We are more flexible and capable to produce for any small brand or for big clients, we
accommodate both with full confidence. There has been a 180 dgree turn (change) in our infrastructure, system,
thinking, strategy and management style. We are now more selective in our business to get into the high-value
segment... ” (Assistant vice president, marketing-Europe)

133



Learned from experts to enhance overall performance (operations)

“... the whole purpose of bringing me here was to innovate and inspire the customers. And I believed that we have
been successful with my team.... the development center downstairs is new... so the changes that happened from
the product point of view are ongoing, on a daily basis ... to able to provide different product to the market, to be
one of those companies that people recognize as a forward-moving organization... we are sourcing machinery,
paying for licenses, chemical research and consulting experts in a very wise way. Most of the time I am in touch
with good chemical suppliers, anything that they create that is new or novel out in the market obviously, I am
getting my feedback. We start developing in similar directions as we are adopting novel processes and finishes in
our products through licenses. We start playing with similar products to create our own agenda, our own
collections...” (Director, design)

“... we took a strategic move by opening a sales and marketing office in Derry, Northern Ireland. We established
this office to increase our sales and marketing activities in Europe and to create an expatriate team in Pakistan to
manage the operations and train the local management ...” (Assistant vice president, marketing-Europe)

“... CBL is proud to have some of the world’s most respected denim professionals as partners. Together with our
partners we offer our customers a truly bespoke service focusing on cutting-edge innovation, a range of price
points, efficiency and a one-stop shop approach... our alliance member is Crescent Turk, located in Turkey...”
(www.crescentbahuman.com)

Learned from experts to meet latest demand for the latest products and processes.

“... since 2011 we have increased our production capacities and capabilities to meet the raising demands from
our clients in a vertical manner. We have the right technology, mindset and art of converting and transforming
inputs into finished products according to the market trends ... ” (Assistant vice president, marketing-Europe)

“... our customers are international brands, they set and follow trends in the market. Customer taste and market
trends are dynamic in nature... To be reactive to changes we continuously invest in machines, R&D, equipment,
testing tools and experts...” (Deputy Manager R&D-Textiles)

Market Partnership

Learned through partnerships and strategic alliances to develop contacts and enhance
sales in international markets.

“... in 2009-2010 we made strategic alliances with the best European companies in washing, design, sales and
marketing ... These global alliances made us actively present in Europe, America and Middle East with high-
quality offerings. We have a design studio and a center in Turkey and in the UK to inspire customers in those
markets...” (Assistant vice president, production)

“... we made our presence in different international market segments more effective through our global alliances
with leading European manufacturers and washing houses. The joint venture with a Turkish company (Crescent
Turk) enabled us to access the Turkish and European markets. The joint venture (The Denim Atelier) with an
Italian company (Martelli) ... was twofold: first, to market together for new customers and to learn the best
washing and laundry practices ... Similarly, the alliance with Hellenic Crescent enabled us to increase the sales
of our innovative products by becoming more vertically integrated. These alliances expand CBL’s access to the
European, American and Middle Eastern markets with high value-added denim products, processes and
services...” (Senior manager, marketing)
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“... in the year 2009-2010 we started global alliances in washing, production, design, sales and marketing. These
alliances enabled us to utilize our integrated facility in a more strategic way to enhance our sales by offering
innovative and high-quality products, better control over supply chain, develop new and nurture existing clients
in the international market...” (Senior assistant vice president, supply chain and marketing)

Mergers and Acquisition

Crescent group acquired the company Crescent Greenwood Limited (CGL) because of
termination of the joint venture with Greenwood Incorporated.

Learned through mergers and acquisition in order to enhance overall performance.

“... after the termination of JV with Greenwood Mills a new company, completely owned by Crescent group —
Crescent Bahuman Limited (CBL) — was established with new directions and strategies...” (Senior manager,
marketing)

“...in 2001 a completely new company, Crescent Bahuman Limited (CBL), was established as a result of the JV's
termination with Greenwood Mills. That was the time for "do or die”, and the company took steps towards
change...” (Assistant vice president, marketing-Europe) “... in the year 2001 Crescent Bahuman Limited (CBL)
was established as a result of the termination of a joint venture. 2003 brought a new era of changes; we introduced
a range of highly fashion products, started developing new and bigger customers and higher value-added
activities. We brought new insights into our manufacturing and processing lines through investments in up-
gradation and acquisition of state-of-the-art equipment, machines and techniques...” (Director Design)

Product Partnership

CBL actively participated in alliances with sourcing partners/customers, suppliers and
world-leading companies in design, washing and production to improve the quality of
its production, washing and products.

Learned through partnerships to improve production and employ latest textile processes
and production techniques.

“... after the independence of the Pakistan we started our textile manufacturing operations by establishing a
modern textile mill as Crescent Textile Mill in Faisalabad... We gradually excelled our operations in textiles,
besides diversified sectors. In 1994, the foundation of the present company (CBL) was laid down as a joint venture
between Greenwood Mills Incorporated, USA, and Crescent Textile Mills as Crescent Greenwood Limited
(CGL)... Under this joint venture CGL was established as the latest composite vertical plant ... to meet the latest
demands...” (Director, Design)

“

.. since 2009 we have adopted an intensive growth strategy through strategic ties with leading European
companies. We established a joint venture with our Turkish fabric business partner. It gives us an edge to integrate
partner supplies network with our vertically integrated production to facilitate sales in Turkey and Europe, and
... Crescent Turk has its own design studio, which helps to inspire customers in this part of the world ... A joint
venture with a Greek Hellenic Fabric S.A... enables us to increase sales and market access of our innovative
products by becoming more vertically integrated. The alliance with Martelli is amazing. We got hands-on
experience in the world’s latest washing and finishing techniques through training and learning on the production
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floor. This alliance enables us to offer the best quality and high-value products with Martelli-inspired washings
and finishing at reasonable prices....” (Vice President Product Development)

“... such orders are vital for our learning and competence-building, through practically experiencing things in a
real production setting. These orders shake us equipment- machinery- and expertise-wise. We had done projects
with our prime customers, for example, we did an innovative project on “waterless jeans” ... consumed 40 percent
less water in our production and processing. This also helps us to save energy and heating costs in our production
and processing. Such projects enable us to build our capabilities, competencies and innovative techniques. It gives
us full confidence and makes us capable of doing such projects by ourselves...” (Senior manager, marketing)

Learned through partnerships to enhance overall firm performance and develop
contacts.

“... we made our presence in different international market segments more effective through our global alliances
with leading European manufacturers and washing houses... to market together to new customers... learn the best
washing and laundry practices.... increase sales... accesses to European, American and Middle East markets...
for high-quality and high-performance products...” (Senior manager, marketing)

“... we are investing in equipment and machines to increase our production capacity and capabilities. We set a
new strategy for marketing to grab more customers like Esprit, Scotch & Soda, etc. We have a strategic alliance
with Martelli, the world’s leading name in washing and finishing. This JV enables us to offer high-quality finishing
and washings in our garments. Our clients are growing due to our expertise in denim and latest vertically
integrated production ...” (Assistant vice president, production)

“... the big drive today is regarding sustainability. Two years ago, | challenged my chemical suppliers and said
‘ok, we need the same kind of product which we are buying today, but they must be active to the same level in
lesser water’. Then we made a change, for example if we were using 10 liters of water per kilo for a certain
process, then we reduced it to six liters per kilo for the same process. So immediately we started reducing 40
percent of the water that we were consuming in garments finishing. Then we realized that by doing this we were
also saving energy, as we do not have to heat up the same volume of water to a certain temperature for wet
finishing. Then we challenged the suppliers for lower temperatures; most of the production and process are run
at 40 degrees. We raised the issue of why we run them at 40 degrees, when the temperature in this region rises to
50 degrees in the summer, the unbarred water temperature is 30 plus, so we cannot develop things in the winter
months in cold water and then expect to produce it during summer at 40 degrees. We set a limit that we will do all
the developments at 40 degrees. So, at the production stage water either needs five degrees of heat or may not
need any heat depending on the outside conditions. This is also saving us energy and our carbon footprint is
improving...” (Director, design)

Learned through partnerships and alliances to improve product and service quality.

“... alliance with Martelli was to go to different companies... we offered them all three things: we can stich and
use our own fabrics, make the garments and then Martelli can wash those garments. If we go for the Martelli
washing, in Italy or Romania, it is quite expensive, but if we wash them here at CBL it is still Martelli-inspired,
washed in well-controlled Martelli standards at a lower cost than in Italy and Romania... All these offers were
sent to Diesel, Scotch and Soda, Energy, Reply and 60, and we did some good business with them... now we offer
for the higher and quality-conscious segments of the market. It is a matter of where you are pitching the ball and
making revenue...” (Senior manager, marketing)

“

.. similarly, strategic approaches towards design, production, sales, marketing, customers’ engagements and
global alliances enhance our abilities to be in high-quality and high-price segment that make us different from
other suppliers and producers in this region... ” (Assistant vice president, marketing-Europe)
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“... in 2009-2010 our global alliances with leading European companies in washing, design, production, sales
and marketing enabled us to present ourselves strategically in the high-value segment of international markets
... (Deputy Maneger R&D-Textiles)

Imitation and Emulation

CBL adopts successful market products and processes to improve its existing operations
and respond to the emerging market needs. Similarly, CBL obtains market information
on a continuous basis in order to align its offerings to international demands in an agile
way.

Learned through imitation and emulation to develop contacts, meet latest demand and
improve textile production.

“... we buy and review some of the best brands of the world while going out shopping, maybe in San Francisco,
New York, Milan, Hong Kong, Dubai, UK ... similarly, we attend and participate in expos... that helps us to
observe new happening in the markets. Our global offices keep us updated about the latest happenings in different
regions. We don 't replicate exactly the same thing. We take the main feature of a specific product and use it. From
one garment that we bought in our comparative shopping, we may have to create 10 new articles by using certain
valuable features... to attract clients...” (Vice president, product development)

“... we are producing private brands and labels for different customers and sourcing partners with different
specifications, styles and designs. Working with diverse customers’ orders connects us to a rich source of market
information and trends. Every order has something new for us or we improve our own practices by producing it
in an alternative way...” (Senior manager, marketing)

“... we are continuously visiting our clients, doing comparative shopping from anywhere, participating in expos
(like DPV in France) for information and getting ideas. We extend these ideas and learning to our inspirational
collections and future offerings...” (Senior manager, marketing)

Learned through imitation and emulation to improve overall firm performance.

“... generally, CBL and most producers in the world do not play with the fit of the customers... So, what we do
here, we take the fit, which means the measurement chart and the generic styling of the garments from that client,
whoever that client may be, we add some tweaks to that, whenever we make the presentation of the garments, we
add the aesthetics ... ” (Vice president, product development)

“... the most important impact of these orders is to add new products in our portfolio and hands-on expertise from
the design center to the production floor. It touches each unit of CBL with learning and experiencing new and
improved things...” (Vice president, product development)

“... especially Levi’s’ concept of ‘never out of stock’ is very unique, for example, they book fabrics and related
stuff which are generic on a tentative forecast, they issue the PO today. We start cutting the next day, followed by
production, processing and ship the product within 21-28 days. This is only possible when you have a good forecast
well in advance. Based upon their store selling every week they generate Stock Keeping Unit (SKU) and based
upon SKU they issue a purchase order (PO) on next Monday; this is a fast-moving trend, this is an extremely good
model to learn. We copy this best practice and propose for others to follow and benefit from it ... ” (Assistant vice
president, marketing-Europe)
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Learned through imitation and emulation/re-engineering to enhance ability to innovate
and meet latest demand.

“...our development process is driven by addressing the global market trends, producing fabrics which address
the global market trends and producing fabrics which encompass wash flexibility and performance. We research
with industry experts, attending fabric fairs worldwide and including all influences which are important to our
customers...” (Www.crescentbahuman.com)

“... our R&D team ... are always on their toes to get first-hand information on the latest fashion by visiting
customers, searching markets and meeting with the world’s top denim professionals by getting their insights. All
this helps to make CBL’s collection and move with market changes over time...” (Vice president, product
development)

“... in 1996, we started doing business with Levi’s. At that time, Levi’s was doing only three styles (product styles)
and five, washes less than 10 combinations, which was very limited business. We were following and copying
customers, whatever they demanded. We realized that this is not our bread and butter; we seriously started thinking
about the change in our business model and strategy... ” (Assistant vice president, marketing-Europe)

Training
Training is vital in learning, developing and executing the latest operations.

Learned through training to comply with standards, improve textile production and
processing.

“... we receive guidelines from time to time ... There are always manufacturing specifications .... We receive
guidelines of compliance from a garment finishing point of view, so we are always upgrading our chemicals, eco-
tech, carbon-free colors and dyes, REACH, WRAP, Norwegian standards, etc., different standards you have to
achieve. We got the latest washing and laundry techniques through training and visits from our alliance partner,
Martelli. Recently, we did a project with Levi Strauss for waterless jeans, they guided us in a detailed manner. We
started with about 40 percent reduction in the amount of water that we were consuming in garment production
and finishing. Similarly, we are among the supplier and manufacturer of BCI from Pakistan, as our clients are
leaders in initiating BCI initiatives worldwide. We stopped hazardous practices in our operations like sand
blasting on some of our clients’ advising on their products...” (Assistant vice president, production)

“

.. we had training from our partners, last year a team of washing and laundry experts from Martelli... They
taught our team how to make a nice fabric washing, how to save on the chemicals’ cost, how to do a nice ample
introduction and hand work on the jeans. These techniques were shared here by their team. Then our team went
to Italy to visit their production site to see and practice on different machines, washing in different water and
environment where the PH and temperature ... We learned and observed from their atmosphere...” (Senior
manager, marketing)

“... whenever a new customer or a new order enters, they provide full details about quality, check, manuals and
specific requirements... In garments and apparel, customers give us specific training from time to time, for
example, Adidas trained our planning, production and quality people about the latest techniques in handling their
orders and maintaining quality. Similarly, Levi’s prevents us from using sand blasting on their jeans for finishing
purposes. Similarly, we run a project for Levi’s, ‘waterless jeans’ where they guide us and advise us about different
techniques and processes to use almost 40 percent less water ... Last year we had six experts from Martelli to train
our washing and laundry team here...” (Assistant vice president, production)
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Learned through training in order to complies with customer’s regional and specific
standards.

“... we are certified and the most compliant plant in this region... Our operations, dealings, customer profile and
certifications are the proof our compliance. We look at business beyond profit, as our top management is extremely
concerned about CSR and compliance. It creates good will and satisfaction for us. We got certifications and
training from world-leading consultants, and we are a certified company having compliance on Levi’s (PE’s, noise
monitoring, hazardous waste disposal & WWTP); NEQS (air emissions and liquid effluents); IFC-International
Funding Corporation (air emissions, ambient noise, fire safety monitoring, liquid effluent); World Bank (air
emissions, noise, effluents, work environment); 1SO-9001; I1SO-14001; OEKO-TEX 100; SA-8000; OSHA-18001;
AEEA 2010; WRAP...” (Vice president human resources and shared Services)

“... we are among the most compliant plants in this part of the world... we are a certified company having
compliance on Levi’s (PE’s, noise monitoring, hazardous waste disposal & WWTP); NEQS (air emissions and
liquid effluents); IFC-International Funding Corporation (air emissions, ambient noise, fire safety monitoring,
liquid effluent); World Bank (air emissions, noise, effluents, work environment); 1SO-9001; 1SO-14001; OEKO-
TEX 100; SA-8000; OHSAS 18001; AEEA 2010; WRAP. We acquired and implemented certifications through
training from leading consultants and auditors to best serve our stakeholders beyond business...” (Senior assistant
vice president, supply chain and marketing)

“... besides infrastructural, product specifications and international requirements, every customer has its own
initiated and/or regional standards and requirements in materials, use of chemicals, processing and product
handling. We are a certified company ... We got certifications from top consultants and bodies to ensure full
compliance in our actions ..." (Assistant vice president, production)

Customer Specification

Conforming to diverse customer specifications is most important way for CBL to stay
involved in the latest textile production and processing, develop ties, meet the latest
demands for quality products in a legitimate way and show its presence in international
markets.

Learned from customer specifications in order to retain relations with the existing clients
and to develop new ties with the same or new clients.

“... in 2007-2008, we got an opportunity to complete a small order from one of our clients in non-denim for
bottoms on a trial basis. We successfully matched with the specifications... It was the first time we had done
something out of denim. What we did, we sourced canvas fabric from a local producer, processed and sew it. Since
then we are doing a small portion of non-denim (bottoms business). This enriched our product portfolio; enabled
us to develop clients in this segment...” (Assistant vice president, production)

“... every customer has its own needs and demands according to his market/segment’s need. In some cases, we
referred to the nominated sources of the customers. The customers nominated different materials and suppliers
from where we have to pick those materials... scattered around the world. Generally, customers nominated special
types of cotton, accessories like buttons, zips, vendor marks, price tags, packing and special printings, etc. In
chemicals, they do not have many nominations, but they have different standards and certifications that your
chemical should meet and up to specific standards. We select chemical suppliers who comply with standards.
Working and sourcing with supplies from these nominated sources open new ways to develop contacts...” (Supply
chain manager).
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“... no one compromise on standards, if you do, you are out of the scene. Our customers are market leaders in
initiating different standards... Being a supplier to them, we should be more vigilant and proactive. We are
certified and the most compliant plant in this region.... Our operations, dealings, customer profile and
certifications are the proof our standards...” (Director R&D)

Learned from customer specifications to enhance the ability to innovate.

“... we get customer orders/requests which are not really for CBL, ... It depends on what type of customer he is
for CBL. If it is a long-term partner, we entertain that order even if it is not for CBL, but somehow, we reengineer
it, change it to fit our system. We do not turn away anything just like that. Especially if it is a valuable partner,
first we understand it, engage our local and foreign experts for better understanding and execution, reengineer it,
give them some suggestions for modifications that suit our production facility and infrastructure without making
a large investment ...” (Vice president, product development)

“... we are receiving unique and unusual orders on a continuous basis. Mostly, clients prefer a one-stop shop in
order to minimize transaction cost, maintain quality and use an already-established relationship with a certain
supplier... we only accommodate our prime clients for such orders. ... a team consisting of men from marketing,
R&D, PD, production, quality and processing evaluates orders from each and every aspect. We also check the
future continuity of business for such orders ...” (Assistant vice president, marketing-Europe)

“... it is a very interesting thing for us, we really wish to have it, develop it, and execute it. We get totally new or
the latest features and handy experiences from such orders on the production floor. We have a very structured
procedure for it, the order is discussed in a team consisting of experts from different departments. We evaluate the
order; check the possibilities and ways for execution. If we feel confidence to meet it we go further, otherwise we
ask for changes according to our capabilities. If the customer is a major client and has the possibility to carry out
the order in the future we even go for investments in equipment and machines. When needed, we consult foreign
designers and developers for further help...” (Deputy manager, R&D-Textiles)

Customer specifications are the best way to know about and comply with international
and regional standards.

“... we receive guidelines from time to time about the manufacturing specifications. There are always
manufacturing specifications of what kind of stitching they require, what kind of seam details they require, do they
require this kind of stitch or that kind of stitch. We also receive guidelines of compliance from a garment finishing
point of view, so we are always upgrading our chemicals, finishes, eco-tech, carbon-free colours and dyes,
REACH, WRAP...” (Vice president, product development)

“... they send us full specifications from design, testing, processing and production, they conduct compliance
training workshops and seminars regarding how to control the quality, reduce wastes, improve washing and
laundry... they mainly focus on quality ... Some customers are the partners of BCI, they guide us to get involved
and become a supplier of BCI initiatives. Some customers start “waterless Jeans” initiate and stop sand blasting
in their jeans for finishing purposes so they give us guidance in those areas...” (Deputy manager, R&D)

“... every customer has its own initiated and/or regional standards and requirements in raw materials, use of
chemicals, processing and product handling. We are a certified company ... and do business as per demanded
standards. We got certifications from top consultants and bodies to ensure full compliance in our actions...”
(Assistant vice president, production)

Learned from customer specifications in order to improve product quality, enhance
ability to innovate and develop contacts.

“.... whenever a new customer or a new order enters, they provide full details about quality, check, manuals and
specific requirements related to that order. In garments and apparel customers give us specific training from time
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to time... Adidas trained our planning, production and quality people about the latest techniques to handle their
orders and improve quality. Similarly, we run a project for Levi’s, ‘waterless jeans’, where they guide us ...
different techniques and processes to use almost 40 percent less water in production....” (Assistant vice president,
production)

“... we got an opportunity to complete a small order from one of our clients in non-denim.... We successfully
matched the specifications... It was the first time we had done something outside of denim... we sourced canvas
fabric from a local producer, processed and sewed it. Since then we are doing a small portion of non-denim... it
enabled us to develop clients in this segment...” (Assistant vice president, production)

“... there are always manufacturing specifications ... We also receive guidelines of compliance from a garment
finishing point of view, so we are always upgrading our chemicals... different standards you have to achieve. We
got the latest washing and laundry techniques through training and visits from our alliance partner Martelli.
Recently, we did a project with Levi Strauss for waterless jeans, they guided us in a detailed manner ... Similarly,
we are among the supplier and manufacturer of BCI from Pakistan, as our clients demand us for doing so...”
(Vice president, product development)

Learned from customer specifications in order to improve overall firm performance.

“... such orders are very important for learning and capabilities enhancement... our major clients are market
leaders and their unique/new orders are trendsetters in the industry. In handling, unique/new orders we get hands-
on experience on the production floor, acquire tactics, expertise, equipment and testing tools to handle it. Such
orders move us with the pace of change and connect us with the future...” (Senior assistant vice president, supply
chain and marketing)

“... learn a lot from such orders, due to totally new aspects and specifications in designing, production, processing
and overall handling of order. I will say that it is a combination of learning, anyone handling it gets something...
initially it is challenging, but as time passes we get our hands on it. It enables us to use our expertise in a more
meaningful way for our future developments...” (Assistant vice president, production)

“... the Levi’s concept of ‘never out of stock’ is very unique, for example, they book fabrics and related stuff which
are generic on a tentative forecast, they issue the PO today. We start cutting the next day, followed by production
and processing and we ship the product within 21-28 days. This is only possible when you have a good forecast
well in advance... we propose for others to follow this concept and benefit from it. There are some CUStOMers
whose developments are very premium, we learned from them and started in our operations for better quality and
performance...” (Assistant vice president, marketing-Europe)

Certification

Certification enhance the ability to comply with internationally recognized criteria and
meet the latest demand.

“

.. our customers comply with various international and regional standards in their products, as suppliers we
have to comply ... Our suppliers from whom we source our supplies should comply with those standards... For
example, some of our customers are members of BCI, in order to meet their demand and comply with their
standards we are members of BCI and should acquire cotton from those fields or suppliers who are growing cotton
according to BCI'’s philosophy...” (Supply chain manager)

“... our clientele profile consists of the world’s leading brands and sourcing partners. They conduct business in a
very responsible way. Some of them are the leaders and initiators in establishing and enforcing standards... they
only do business with partners who conduct business in their way... we are complying with all standards required
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by our sourcing partners from the last 17 years. We are a certified company and provide certifications on
demand...” (Senior manager, marketing)

“... we are certified and the most compliant plant in this region. Our operations, dealings, customer profile and
certifications are the proof our standards. We look at business beyond profit-making ... it creates goodwill and
satisfaction for us. We got certifications and training from world-leading consultants...” (Vice president, product
development)

Certification enhance the ability to comply with standards, enhance positive image of
the firm and meet the latest demand.

“... we are among the most compliant plant in this part of the world. Since our inception, we are very active in
CSR, as we have had an effluent water treatment plant since 1995. We are a certified company ... got these
certifications through training from leading consultants and auditors to best serve our stakeholders... reflects our
responsible behavior that creates a positive image for us ...” (Senior assistant vice president, supply chain and
marketing)

“... we are a certified company from various aspects of production and business as per demanded standards. We
got certifications from top consultants and bodies to ensure full compliance in our actions. This shows our
commitment to the environment, CSR and betterment for stakeholders. Such activities create trust among our
stakeholders...” (Assistant vice president, production)

‘

‘... every client and brand is concerned and strictly complies with international standards. If they have doubts
about any issues they stop working.... Besides international standards, our sourcing partners also require from
their suppliers to follow their initiated standards... we are always ready to get any new certificates on demand.
We got certifications through training and continuous auditing from leading consultants in different areas. This
shows our respect for our stakeholders and our responsible way of doing business...” (Senior manager,
merchandizing)

Implementation of New Machinery

The acquisition and investment in the latest machinery, equipment and systems is a
prerequisite to stay involved in market-demanded products and processes.

Implementation of new machinery enhances learning about the improvement in
production, employ latest textile processing and production, and to decrease the
technology gap in producing high-quality textiles.

“... 2003 brought a new era of changes; we introduced a range of highly fashion products, started developing new
and bigger customers and higher value-added activities. We brought new insights into our manufacturing and
processing lines through investment, upgrades and acquisition of state-of-the-art equipment, machines and
techniques...” (Director, design)

“... if you really want to stick to the international market, you have to be proactive ... we acquired ... highly
sophisticated machines from Italy and Spain. It gives a very special finishing to the fabric, then we saw there is an
innovation of over-dying, we add a new part to our machines (a PADDER) to upgrade it for effective dying. We
noticed that Lycra is being used more and will be more used in the future, then we invested in machines like
Stanter. Then a time came when new trends were introduced in coating and finishing, we went for a foam coating
system which is the last advancement in coating. Then new trends came in fabric cleaning, we heavily invested in
Senging machines. We are planning to invest in knife-coating as well, due to demand. From time to time we change
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ourselves accordingly. Similarly, in chemicals and dyes there are innovations, now there is demand for other
colors (black, beige, mixture of black and blue, etc.) than indigo (blue). We established our specialized fabric
development and washing center, backed by foreign designers and developers...” (Assistant vice president,
production)

“... similarly, we have washing developments as I mentioned that we got very sophisticated washing and laundry
machinery and techniques from Italy. Particularly, 1 would mention that we are providing washing and
developments services to Levi’s, D&G, H&M, S. Oliver, Pierre Cardin, American Eagle and other elite brands,
they are paying us for that...” (Senior manager, marketing)

Need based investments in the latest machinery, systems, testing tools and equipment
enhanced the overall performance.

“... change is multidimensional and dynamic in apparel. It starts from cotton seeds to recycling of used denim. It
is hard to focus on one aspect of change. Change occurs overnight in production, processing, technology, CSR,
application, usability and systems and others, you name it.... To cope with such changes, we are agile and
proactive in our tactics and offerings, otherwise we will be only a spectator. We strategically go back and forth to
get what we need in the shortest possible time within available resources. We are wisely investing in people,
machines and R&D...” (Vice president, product development)

“... nowadays, the whole ordering procedure is system- and IT-based. Mostly customers send us electronic orders,
they have their own website and software, they place a purchase order (PO) on their websites, they give us access
to certain areas with a specific login name and password, we login and check the PO issued on our name with all
details and specifications... Similarly, we updated their order status online on a daily basis; all communications,
feedbacks are system-oriented as we exchange information through the latest IT packages and software. We
updated our ordering system by installing and investing in PITS and RFID for online production and tracking to
improve our operations...” (Senior manager, merchandizing)

“... every day there is something new, changes happening in ordering procedures, product specifications, systems,
technology and alternative use of textile products, etc. Besides specification and technology, our main clients and
sourcing partners have well-established IT systems and infrastructure; they are improving on a continuous basis.
In order to handle daily operations effectively, we are using SAP, Oracle and other systems like PITS and RFID
in production, tracking and shipment. Now it is becoming a more system-oriented thing. We updated our order
and production status, shipment procedures and processes system based on standards. An online data tracking
system is more important now... clients order in small batches and more varieties for very short time depend on
seasonal trends. So, we are more agile in our operations than before through the use of technology...” (Senior
assistant vice president, supply chain and marketing)

Investments in state-of-the-art machinery and equipment enhances the ability to meet
the latest demands.

“... initially, the company started its operations as a joint venture... this was the first latest composite apparel
manufacturing setup in Pakistan. The purpose of the CGL was to produce quality garments under one roof to meet
international market demands...” (Senior manager, merchandizing)

“... our major client advises and guides us to produce denim through an innovative way ... We successfully
completed such projects with the help of our client... further, we invested in people and machines and upgraded
our capabilities to meet such demand ...” (Senior manager, merchandizing)

“... in order to handle daily operations effectively, we are using SAP, Oracle and other systems like PITS and
RFID in production, tracking and shipment... we updated our order and production status, shipment procedures
and processes system based on standards. An online data tracking system is more important now. It is evolving
with the use of technology ...” (Senior assistant vice president, supply chain and marketing)
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Learned through investments in the latest hardware and equipment to meet the latest
demand and develop contacts.

“... orders from different aspects enhance our expertise and technological base. If there is an issue which we
cannot handle in an efficient way, we discuss it with the clients to make the necessary changes according to our
capabilities. If not, then we analyze what is missing and how to deal with such unique order. We consult our
foreign R&D, PD teams and developers. If necessary we upgrade our systems, machines or make investments if
the order runs for long and creates business for us...” (Senior assistant vice president, supply chain and
marketing)

“... we get unique orders which we have never handled before; we always take challenges and go through. Before
taking such orders, we consult with all concerned departments. We check the possibility of production with every
department... decide to accept or reject such orders. If we need further help in design or construction, we consult
our British and Italian experts. If there is a need for equipment and machinery we invest, but that depends on the
continuity of business...” (Senior manager, merchandizing)

“

.. in 2006, after all installations of highly sophisticated machines, equipment, techniques, professionals and
changes in the overall setup, we hired two experts and designers ... from Italy and the UK. For the first time in
2006 we went hunting and trapping customers. We started two collections every year... We did all our own
research and developments, we made more than 50 fabrics every season, so new lines of fabric came in, we
introduced almost 250 fabrics through our own R&D and PD to attract clients ...” (Senior manager, marketing)

Vertical Production Facility

Vertical production facility enhances the learning and capabilities to control over supply
chain and improve product quality.

“... this project was the largest foreign investment in the textile sector in Pakistan. The Crescent Greenwood
Limited (CGL) was the first fully vertically integrated plant in Pakistan, including facilities to spin, weave finish,
cut, wash and dry denim under one roof for control and better quality...” (Senior manager, marketing)

“... since 2009 we have offered full services from cotton to carton (product design, pattern development to finished
products and doorstep delivery) through our latest vertically integrated production facility. Our integrated
production enables us to control the demanded quality at every production stage and reduces lead-time ... ” (Senior
manager, marketing)

“...CBL is- South East Asia’s largest and Pakistan’s first vertically integrated plant. Where ‘Cotton to Carton’

operations translate into seamless processing of raw cotton into finished superior quality jeans wear...’
(https://www.facebook.com/CrescentBahumanLtd?fref=ts)

Vertical production facility enhances the learning and capabilities to confidently meet
the demand for the latest product and processes.

“... we progressed to the -demanded denim garments through the foundation and erection of the latest integrated
facility as a joint venture in 1991. This joint venture... was the largest foreign investment in the textiles sector in
Patkistan... and one of the first single-site operations of finished jeans and largest in South Asia to meet the latest

demands. It has also state-of-the-art machines and equipment backed by water treatment and a power generation
plant in its premises...” (Deputy manager, R&D-Textiles)
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“... the facility is equipped with the latest equipment and machinery, from spinning to finished products, garment
manufacturing ... to catering to customers’ needs under one roof...” (Assistant vice president, marketing-Europe)

“... mostly, buyers prefer integrated production facilities, as they want one-stop shop products with consistent
quality, complying with international standards and uninterrupted delivery. Those buyers also committed with the
stores and customers, if he is not sure about the company’s strengths — R&D, production capacity and capability,
technology and infrastructure — how will he provide quality offerings to others?” (Senior manager,
merchandizing)

Vertical production facility enhances the learning and capabilities to meet latest demand,
improve product quality and develop contacts.

“... we are adding new clients and/or we get more quantity and new projects from our existing clients on a
continuous basis. Our customer/order base is increasing; we have about 80 percent of business with world-leading
and prime clients. Since 2011 we have increased our production and operational capabilities by introducing state-
of-the-art machines and equipment to meet the increasing demand and to have flexibility for adding more
customers. Besides the availability of raw materials and high-tech, vertical operations make us attractive for
customers to have a one-stop shop with persistent quality and short lead time...” (Vice president, product
development)

“... we are investing in equipment and machines to increase our production capacity and capabilities. We set a
new strategy for marketing to have more customers like Esprit, Scotch & Soda, etc. We have a strategic alliance
with Martelli, a world-leading name in washing and finishing... to offer high-quality finishing and washings in
our garments. Our clients are growing due to our expertise in denim and our latest vertically integrated production
facility...” (Assistant vice president, production)

“... CBL has two main types of clients (long-term sourcing partners and seasonal partners). Both keep changing
their orders on seasonal and market fashion needs; that is, spring-summer, fall-winter and in-between. From
March to July we have certain styles, say 20 styles; similarly, from July onwards we have new styles and
requirements from different clients. Some customers have two while other have three seasons in one year; they
keep changing their style, fabric, finishing, washing and other specifications. Overall the number of our foreign
clients or the number of existing customers’ order increased in the last five years. I will say it is all due to our
integrated production facility and expertise in Denim through R&D and innovative operations according to
international standards ...” (Senior manager, merchandizing)

Vertical production facility and design center enhances the learning and capabilities to
provide design and pattern development services to customers.

“... besides the manufacturing of world-class brands and labels, we are now offering a complete design service
... to any client through our vertical production facility. We are a design center for them, as we provide them with
R&D and development services on a commercial basis...” (Senior assistant vice president, supply chain and
marketing)

“... since 2006 we started producing our own annual inspirational collection to inspire and attract clients through
innovative and trend-setter products. In the same year, Stoneage was launched and expanded to Dubai through
exclusive outlets in 2009. In 2008, we started producing non-denim bottoms that enrich our product range. We
are providing product development, pattern development and washing services to elite brands through our vertical
production setup...” (Assistant vice president, production)

“... I will explain it with respect to customers’ services engagement rather than market. We are contract and
private label manufacturer and supplier to world-leading brands. Beside customer demanded specifications ... we
add aesthetics to their products. We developed our own fabrics and styles in garments for our collections; the
customer does on-spot shopping. We also sell under our own brand in local and Middle East markets through
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exclusive outlets. We also provide design and pattern development services, from idea to full implementation ...’
(Design Director)

R&D and Reverse engineering (RE)

CBL engaged in R&D and Re-engineering (RE) as a main way to create new and/or
reformulate existing knowledge, production process and practices.

Learned through R&D and Re-engineering in order to enhance the ability to innovate,
meet latest demand, develop contacts and international market presence.

“... the change came in a real sense by establishing an R&D center specialized in fabric and washing
developments. This center is involved in three main tasks: innovation and inspiration, product development and
transition. We hired foreign designers and developers to fully utilize our newly established R&D center. In 2006,
we were able to start our annual collections which we present to customers to promote our innovative products.
In the same year, another milestone was achieved through the launch of our brand (Stoneage) in the local market,
with a network of exclusive outlets across the country...” (Assistant vice president, production)

“

.. after all installation of highly sophisticated machines, equipment, techniques, professionals and changes in
our setup and infrastructures we hired two experts and designers ... for the first time, in 2006, we went hunting
for and trapping customers. We started two collections every year ... and did our own research and developments;
we made more than 50 fabrics every season, so new lines of fabric came in, we introduced almost 250 fabrics
through our own R&D and PD to attract clients...” (Senior manager, marketing)

“

.. established a design center in the UK and a studio in Turkey in order to explore new ideas to develop
something novel as per the need of customers based in those markets...” (Vice president, product development)

Learned through R&D to improve production and employ latest techniques in textile
processing and production.

“... investments in the latest machines, testing tools, equipment, R&D, designers and developers brought new
insights into CBL’s operations. It enables us to offer a range of highly trendy and fashion products, get involved
in high value-added processing and production that attract and develop business with well-known brands...”
(Deputy manager, R&D-Textiles)

“«

.. we started specialized fabric production and washing through our newly established R&D center. We
continuously invested in modern machinery, equipment, R&D and acquired foreign experts... we successfully
launched our annual collection and local brand...” (Senior assistant vice president, supply chain and marketing)

“... 2006 was the year when we really changed our systems and operations towards high-end products and value-
added activities through R&D and our design center. We moved up and down in the value chain by creating more
value in our offerings. Since then we started producing our own annual collection to attract clients through
innovative offerings. In the same year Stoneage was launched and expanded to Dubai through exclusive outlets in
2009. In 2008, we started producing non-denim bottoms that enrich our product range...” (Assistant vice
president, production)

Learned through R&D to involve in value-added operations and enhances overall firm
performance.

146



“... before, we were more rigid and producing basic products, now we are more systems-oriented ... we are more
flexible and well aware of the lasted trends in fashion and demands ... we are well prepared to work with complex
customers and handle their complex orders through our involvement in R&D and designing ... We are more
strategized and rationalized with the needs of the business as of today... there has been a 180-degree turn
(change)in our infrastructure, system, thinking, strategy and management style. We are now more selective in our
business to get into the high-value segment...” (Assistant vice president, marketing-Europe))

“... previously, we were limited to certain clients and operations. But things changed very rapidly since 2003-
2006; now we are more open and receptive to changes. We improved our infrastructure, systems, processes,
established specialized fabrics and washing R&D center and hired foreign consultants. We started our own
inspirational collections and brands that crossed borders in 2009. We made rational choices and strategic
decisions to stick with R&D and innovation instead of producing and imitating low quality and price products...
we went for high-quality and innovative offering by targeting elite brands and high-price segments through R&D
and global alliances...” (Senior assistant vice president, supply chain and marketing)

“... The whole purpose of bringing me here was to innovate and inspire the customers. And | believe that we have
been successful with my team. This building also came right after my joining the company. The development center
downstairs is new and now this department itself has about 70 people, our product development (PD) sowing
section employs 200 people, so the changes that happened from a product point of view is ongoing, on daily basis.
From the machinery point of view, it is ongoing ... at least annually we have improvement in equipment to be more
up-to-date with the market, ... be one of those companies that people recognize as forward-moving. For this
purpose, we are sourcing machinery, paying for licenses, chemical research and consulting experts in a very wise
way. Most of the time I am in touch with good chemical suppliers, anything that they create new or novel out in
the market obviously, | am getting my feedback. We started developing in similar directions as we are adopting
novel processes and finishes in our products through licenses. We started playing with similar products to create
our own agenda, our own collections...” (Design Director)

Learned through R&D and Re-engineering in order to enhance ability to innovate,
develop contacts and meet the latest demand.

“... when I joined in 2005, the company was in a transition phase of change and improvements in systems,
equipment and operations. | became a part of the newly established design and development center specialized in
fabric and washing. Investments in the latest machines, testing tools, equipment, R&D, designers and developers
brought new insights into CBL’s operations. It enables us to offer a range of highly trendy and fashioned products,
involved in high value-added processes and production that attract well-known brands...” (Deputy manager,
R&D-Textiles)

“... we improved our research by acquiring and sourcing the latest equipment, machines, testing tools and experts.
We established a separate specialized fabric and washing development center through which we started latest
finishes and washes to produce high-quality products to meet higher-end demands. Similarly, we improved our
infrastructure and systems as per international standards in production, order handling, feedbacks, tracking
products and CSR. We are working on Standard Minute Value to improve production time and reduce lead time
to market in our integrated operations...” (Deputy manager, R&D-Textiles)

“... a new beginning came in 2003 and lots of different changes were brought in; we introduced a different range
of products, highly fashion products, added bigger customers and higher value-added activities. We completely
started with new parameters ... through investing in R&D, latest machinery and equipment...” (Senior manager,
marketing)

Learned through R&D and Re-engineering to enhance ability to innovate and positive

image of being technically sound supplier.
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“... it has a very positive effect on our relations with international clients; it creates goodwill and a sense of
trustworthiness among our customers. Such arrangements are sources of customer attraction and signal to
potential ones...” (Director, design)

“... we are not a threat to anybody like stealing clients’ ideas, business secrets; we are not going in that direction,
since we are serving them with our inspirational collections which are compatible or in some cases stronger than
their R&D. | mentioned that customers come here and select from our collection and some of them even buy on
the spot...” (Senior manager, marketing)

“... we have the competencies in denim fabric developments, beside our own R&D teams we have Italian and
British designers, and we can handle any sort of product design to production... our technical expertise is valued
by our customers...” (Senior manager, marketing)

Trade Fair and Commercial Office

Learned through international offices and participation in trade fairs to meet latest
demand and develop directs contacts in international market.

“... our global offices keep us updated about the latest happenings in different regions. We don’t replicate exactly
the same thing ...” (Vice president, product development)

“

.. our international offices keep us with the rhythm of the market by providing information related to design,
fashion, styles and functionality of products in specific regions. We extend our production practices and annual
collections based on this information and trends...” (Assistant vice president, production)

“...CBL’s marketing presence is strong across the world, with offices and showrooms across Europe, America
and Middle East. This helps us to remain in close contact with our esteemed clientele as well as monitor regional
fashion trends. Our experience in multiple regions of the world helps us shape and define our seasonal collections
to better suit our customers’ ever-changing desires...” (Www.crescentbahuman.com)

Learned through international offices and participation in trade fairs to make presence
in international market.

“... we started producing our own inspirational collection that enables us to participate and present our products
in mega trade expos such as Denim by Premiere Vision (DPV) and Engraved - Paris. Such participation enables
us to showcase our innovative products to inspire both existing and potential customers...” (Assistant vice
president, marketing-Europe)

I

.. our development process is driven by addressing the global market trends and producing fabrics which
encompass wash flexibility and performance. We research with industry experts, attend fabric fairs worldwide and
include al/ influences which are important to our customers...” (Www.crescentbahuman.com)

“«

.. our marketing and production teams are continuously attending trade shows and expos to get new insights
from different regions... ” (Senior manager, marketing)

Learning by Doing

Learning by doing enhances experiential learning in order to improve overall
performance and operations.
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“... we love to have unique and unusual orders for learning, experiencing ... the team, consisting of different
departments, decides whether we accept a specific order or not. If yes, how we will meet that, can we do it with
the existing resources or do we need upgrading/investments... there are several stages of trial and error and
continuous processes of edition in the original product for approval of the sample. I still remember there was one
Turkish customer who gave us very unusual order, we called it “JUNGLE”, back in 2005. We had a bitter
experience from that order, because of the very special and different yarn; we tried and produced 20,000 meters
of fabrics of that order, which we stopped afterward. That was a bitter experience and a lesson for us that any
order or product which does not suit you, you should not accept it...” (Assistant vice president, production)

“... itis very important for us to experience unusual/latest things. For example, we completed some unique projects
for our sourcing partner that increased our competence and expertise in the production of the latest processes.
We are the first in this region to get involved in such innovative processes and products; it enhanced our
capabilities to extend our production in new directions...” (Vice president, product development)

“... such orders are vital for our learning and competence-building through practically experiencing things in a
real production setting. These orders shake us equipment- machinery- and expertise-wise. We have done projects
with our prime customers, for example, we did an innovative project on “waterless jeans” where we consumed 40
percent less water in our production and processing. This also helps us to save energy and heating costs in our
production and processing. Such projects enable us to build our capabilities, competencies and innovative
techniques. It gives us full confidence and makes us capable of doing such projects by ourselves...” (Senior
manager, marketing)

“... the wonderful experience that we have learned is out of Levi’s. We served them over the years, learned their
unique systems, product developments, various developmental cycles and their way of making sure that the product
is sustainable. Sustainable in a sense that it is not a threat to the ultimate consumer and related stakeholders... we
applied them practically in our routine operations and for other customers to be benefit from it...” (Assistant vice
president, marketing-Europe)

Learning by doing enhances experiential learning to improve textile production,
processing techniques and overall performance.

“... we learned and are learning about the latest practices and techniques regarding production, washing,
finishing and CSR to improve our whole composite system and make things more visible. It is impossible to do it
alone, and we had different ties and arrangements to get the job done...” (Senior manager, marketing)

“

. we are a private brand and label manufacturer and exporters to world-class brands in four continents.
Working with world-class brands and clients is a rich and continuous source of business and of learning of the
latest techniques, knowhow, technology, processes and trends in international market. Fulfilling a mixture of
innovative orders is the best way of learning by doing, which help us to explore new and alternative ideas,
processes, and technologies...” (Assistant vice president, production)

“... mostly we learned on ground lessons (on the production floor) from the system of our company, or from the
feedback of the customers. We started making our own ways of working. Sometimes we get a complete direction
from the customers about the specifications and details when a new product is coming in the market or when they
are going for a unique treatment or process ... you are driven the way your customer wants to drive...” (Assistant
vice president, marketing-Europe)
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Sourcing Canvas

Sourcing of canvas enhances the ability to meet latest demand and develop contacts in
non-denim.

“... we also diversified our product range in 2008 to meet some non-denim demands. What did we do and are
doing? We source canvas and flat fabrics from local reputed firms, we cut it, sew it and wash it, as we have the
capability of washing flat fabrics ... we are there but this is not a big portion of our business ...”" (Senior manager,
marketing)

“... we successfully produced non-denim garments for one of our customers on a trial basis. We sourced the
canvas fabric locally and completed the order as per customer requirements. Since 2008, we are also doing non-
denim as a small portion of our supplies line. We developed new customers in this category as well...” (Design
Director)

“... In 2007-2008, we got an opportunity to complete a small order from one of our client in non-denim... It was
the first time we had done something outside of denim. What we did, we sourced canvas fabric from a local
producer, processed and sewed it. Since then we are doing a small portion of non-denim... this enriched our
product portfolio; enabled us to develop clients in this segment...” (Assistant vice president, production)

Outlet

Exclusive outlets and showrooms enhances learning and capabilities to develop contacts
and, marketing and branding in local market.

“... in 2006, we introduced our own promotional and inspirational collection through experts and our newly
established R&D center ... In the same year, we achieved another milestone to launch our brand in local markets
through a network of exclusive outlets across the country...” (Senior manager, marketing)

“.... in 2006, we established a design center and hired foreign experts.... Started with two collections annually
(spring-summer and fall-winter) to attract more business. In the same year, we launched our brand, Stoneage, in
local markets through exclusive outlets in major cities... ” (Design Director)

“

.. in 2006, we launched our local brand, Stoneage, in major cities across the country... a network of outlets
handles the sales and marketing...” (Senior assistant vice president, supply chain and marketing)

Exclusive outlets and showrooms enhances learning and capabilities to develop contacts
and, marketing and branding in local international/ regional market.

“... in 2009, Stoneage, made its way into the international market by launching its first outlet in Dubai, followed
by another one this year in the same city. From the Stoneage perspective, we are planning to expand it to India,
the UK and some other countries as well ... (Assistant vice president, marketing-Europe)

“«

.. in 2009, we launched Stoneage in Dubai by opening an outlet, followed by another outlet in 2010. We are
under a process of expansion; as we are also planning to expand it to Asian and European markets ...” (Senior
assistant vice president, supply chain and marketing)

“... we improved our infrastructure, systems processes, established specialized fabrics and washing R&D center
and hired foreign consultants. We started our own inspirational collections and brands that crossed borders in
2009 ...” (Senior assistant vice president, supply chain and marketing)
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License

Learned through license in order to enhance ability to innovate, improve textile
production and processing.

“... changes are initiated by leading brands, manufacturers of machinery through innovative products, processes
and applications according to market needs. These changes make the industry on the move. Similarly, the suppliers
are also making innovative products and inputs accordingly which we further use in our processing and
production. Changes occur at every level of the industry. Most innovations are carried out at the international
level. The local industry acquires or purchases license or patents ... in order to use it in production and processes
to meet demands ...” (Supply chain manager)

“... to cope with such changes, we are agile and proactive in our tactics and offerings, otherwise we will be only
spectators. We strategically go back and forth to get what you need in the shortest possible time and within
available resources. We are wisely investing in people, machines and R&D. We pay for licenses and patents to
different companies like DU PONT, INVESTA, etc. for their novel and innovative techniques to get them timely in
our operations...” (Vice president, product development)

“...We purchase licenses and pay for the patents to different firms for using their latest innovations and
technologies ...” (Senior manager, marketing)

Learned through license in order to enhance ability to innovate and improve product
quality.

“... in order to stay in the race, we are adopting the latest hardware, techniques, trends and innovations as soon
as they are commercialized and available in the market through licenses, copyrights acquisition and other
arrangements. This is all because of the local industry’s conventional practices despite mature infrastructure ..."
(Senior assistant vice president, supply chain and marketing)

“

.. in order to be reactive to changes we continuously invest in machines, R&D, equipment, testing tools and
experts. Similarly, we are paying for licenses and patents for the adaptation of other’s innovation in our processing
and production according to international standards...” (Deputy manager, R&D-Textiles)

“... the changes occurred rapidly over time. We never imagined the use of textiles in other sectors and industries
apart from home and apparel ... these changes are so wide that it is impossible for us to capture all the aspects.
We are trying to be responsive to these changes as we are improving our technological and knowledge base
through investments and sourcing the latest machines, equipment and experts. We pay for licenses and patents to
get innovative practices in our offerings according to world-demanded standards ... (Assistant vice president,
production)

Technical Advice

The provision of technical advices enhances the overall firm performance and positive
image of the firm (as being technically competent supplier).

“... we always mention inherited problems in the order/product, design, stitching or finishing etc., and
communicate well before and during production. The majority of orders are improved, as we suggest alternative
ways to make the production processes easy, cost-effective and to improve aesthetics. Mostly, problems arise in
fabric production and stitching. Such advice creates an image of being a technically sound supplier...” (Assistant
vice president, marketing-Europe)
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“... R&D is playing a very important role here; it is our main responsibility to point out such issues well in time,
as it has a significant impact on the business. First, we evaluate the order from every aspect, and after our green
signal, we produce a prototype for approval. In due process, we count both positive and negative aspects of the
product through a series of tests and checks. If we find something problematic we inform the customer and advise
him about necessary changes. Such arrangement is very helpful to reduce headaches on the production floor...
Even in production, we definitely stop the production and inform the customer through the proper channel in no
time that this is the problem and setback in your order and you will be absolutely embarrassed in the market. We
also suggest the alternatives...” (Deputy manager, R&D-Textiles)

“... in apparel, about every order is changed in one way or another. As we get an order we evaluate it and start a
sample as per specifications. We suggest changes in order to make it suitable and easy for production. In due
processes or even in the full-fledged production stage if we notice something that will affect clients after launching
the product in markets we stop it, inform them immediately with possible alternatives. This avoids problems in
production and creates goodwill for us in the customer’s mind that they are working with a technically sound
supplier. It also makes our life easy... ” (Assistant vice president, production)

In addition to customer’s technical advice and assistance in a variety of areas such as
workshops and seminars on training for compliance regarding how to control quality,
reduce waste, improve washing, laundry techniques and more, they also provide

technical advice about certain issues raised by CBL, which also helps in getting
alternative insights in their order execution and future learning the company.

CEO /Owner’s Interest/Top Management Orientation

The CEO orientation and personal interest enhances the ability to innovate
(improvement and organizational change) and overall firm performance.

“... our company strategy, entrepreneur interest and readiness to change are motivating factors that enhance our
ability to adopt new modes and operations. Similarly, strategic approaches towards design, production, sales,
marketing, customers’ engagements and global alliances enhance our ability to be in high-quality and high-price
segments that make us different from others... in this region...” (Assistant vice president, marketing-Europe)

“...our top executives’ vision, special interest and company proactive strategy were driving factors towards
progress and change...” (Senior manager, marketing)

“... this is all about the CEO/owner’s drive, which is phenomenal. They take special interest in every matter...
they brought a totally new culture, systems and people into this company. Being backed by an entrepreneurial
boost and our open-door philosophy made it easy for us to adopt change on a continuous basis. In order to capture
the high-point segment we continuously changed, improved our systems and infrastructure to best serve the needs
of our customers...” (Senior assistant vice president, supply chain and marketing)

“.... an open organization atmosphere and encouragement from top management is a motivating factor for change
and innovation...” (Deputy manager, R&D-Textiles)
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Negotiation and Discounts

Negotiation and discounts enhance the capabilities to develop contacts (resolve any
issue in fulfilling orders) and enhance positive image of the firm.

“... there are certain issues on which customers have conflicts with us... sometimes the delivery is delayed. Some
customers understand and cooperate, while others don’t ... in such cases we ship the consignment through air
instated of sea or give them a five to seven percent discount to accommodate their losses incurred by late delivery
... If there are serious issues regarding product quality or deviations from customers’ specifications we go for
negotiations to sort out the matter in the best possible way. Such arrangements reflect our good practices and care
for clients to create a good image among our clients and continuity of business...” (Senior manager, marketing)

“... working with a customer is like a marriage, you always have a tough time, you always have deadlock and
absolutely you have solutions. There are always lots of things going on, in the majority of cases we discuss, open
up and share the problems with customers ... there are also incidents when the deadlock is going so long that
eventually we turn [the deal] down... in such circumstance we offer discounts on the price or we send the shipment
through air instead of sea to accommodate customers. Such arrangements are important to stay in the business
and create a nice projection for us...” (Assistant vice president, marketing-Europe)

“...look on our product line we have to produce lots of varieties and qualities. Some are basic, generic, others
are technical and complex, and some are a mixture. Definitely you will never have a smooth relationship in this
industry ... we have ups and downs and this is the part of our daily production routine ... in case of any problems
we discuss with the concerned client in a very open way and try to find every possible solution. Sometime things
are out of control, still we don’t lose any opportunity to resolve, sometimes we pay a penalty in the shape of
discounts or use alternative shipping modes, etc. Our major customers and contract partners have been working
with us for the last 17 years and still they are working with us, which is a proof of our good customer relationship
... " (Senior assistant vice president, supply chain and marketing)

Trade Secret Protection

Trade secret protection enhances the capabilities to comply with regulations (protection
intellectual property rights etc.).

“... we have a very open, true and transparent relationship with our customers. We have the philosophy of not
hiding anything from our customers and stakeholders. We are the most compliant plant in this region. Our system,
procedure and actions are quite clear to everyone. We never divulge any customer, R&D, business information
and secrets... ” (Assistant vice president, marketing-Europe)

“

.. we have a nice working and business engagement with our customers. We take care of our customers from
every aspect and try to keep them over time. Some of the bestselling garments of key accounts are produced in
CBL and have been in CBL for the last 10-15 years. We have a good working understating of resolving issues
with an open and honest way. We value customers and keep their business secrets with full trust and confidence
... " (Vice president, product development)

“... we clearly highlighted to our main sourcing partners that this is just our own small project and this is not 100
percent Denim-related. Denim is just 10 percent of our sale under Stoneage; we also sell T-shirts, denim shirts,
shoes and much more under this brand name. There is no such issue especially with our customers R&D, business
secrets from our brand...” (Senior assistant vice president, supply chain and marketing)
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Design Center

The design centers (local and international) enhances the ability to innovate and meet
the latest demand.

“... our state-of-the-art R&D and design center for fabrics and garments enhances our abilities to innovate and
develop in a real production setting as per international demand ... in addition, our global partners and design
centers in the UK and Turkey inform us about the latest and emerging trends in global markets...” (Assistant vice
president, production)

“... innovation is an imperative feature of CBL that is the major source of inspiration for its customers. We have
an inclusive design center that comprises fabric, garment and pattern developers who are constantly exploring
new ideas to develop something novel and innovative...” (Company presentation)

“... we have a state-of-the-art R&D and design center for fabrics and garments which carries out three main
functions: Innovation and Inspiration... Product Development... and Transition... We hired Italian and British
designers and developers that keep us updated about the latest market developments. Similarly, our JV partners,
global sales and marketing offices and design centers in the UK and Turkey inform us about the latest and
emerging trends in global markets ...” (Senior manager, marketing)

“... in 2006, we established a design center that serves our needs: innovation and inspiration, product development
and transition for our innovative offerings as per demand...” (Assistant vice president, marketing-Europe)

4.1.3 Derived Loop Model from Case Study

A tentative research model (Figure 3) was presented in chapter 3, linking the experiential
learning processes in offshore outsourcees to stages of movement in the value chain and
internationalization. In Figure 4.1, findings from the case study of the Crescent
Bahuman Limited (CBL) company are applied to the same basic model, linking the
identified learning domains, ways and reasons with respective developments. It is
important to note that certain learning domains may cause multiple movements that
further enhance a firm’s development. Similarly, the cross-case findings (chapter 5)
portray varieties of progressions and stage sequences, based on different case histories
in terms of learning domains, ways of learning and reasons for learning. In relation to
overall learning and development, the case displays different ways and strategies to take
on exploitation, exploration or both (that is, ambidextrous) routes in tits learning and
development, as shown in Figure 4.1.

Initially, the mother company of Crescent Bahuman Limited (CBL) started its
operations in 1950 as Crescent Textile Mills. The Crescent Textile Mills (CTM) started
exporting the majority of its products right after it started operating, exporting to the
USA, Europe, Middle East and Japan. The Crescent Group further expanded its
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operations in textiles and started Shams Textile Mills Limited (STML) in 1968, which
was primarily involved in manufacturing and trading high-quality yarn. CTM and
STML were involved in the manufacturing and sales of fabrics and yarn in local and
foreign markets according to their demanded specifications; these involvements link the
Crescent group (CBL’s mother group) directly to the “Experimental Outsourcee” status
in figure 4.1

Crescent Textile Mills expanded its operations in denim due to high demand for denim
apparels in international markets. In 1991, Crescent Textile Mills joined hands with
American-based Greenwood Mills Incorporated (GMI). As a result, a new fully
vertically integrated denim garment production facility — Crescent Greenwood Limited
(CGL) — was established through investments in a state-of-the-art setup. Production
started in 1995, along with exportation to the US as well as some sales of yarn in the
local market. In 1998, CGL established Apparel Marketing and Operation Limited
(AMOL), with offices in Pakistan and Ireland to expand its sales and marketing
operations to regions other than the US. The new setup and production (denim yarn,
fabric and garments capabilities) moved CGL from “Experimental Outsourcee” to

“Active Outsourcee”.

In 2001, the joint venture with Greenwood Mill was terminated, and resulted in the
establishment of a new company: Crescent Bahuman Limited (CBL). The separation
from Greenwood Mill Incorporated was a trigger for change, and the newly established
CBL reformulated its future course of action based on its infrastructure and expertise
from the joint venture with GMI. In 2003, CBL changed its operations and offerings
through forward thinking and involvement in value addition.

In 2006, CBL established a specialized, state-of-the-art fabric and washing development
center through heavy investments in the latest labs, equipment and machines. The
Design Center is responsible for creating inspirational innovations in fabrics and
washing, and carries out day-to-day developments, applying necessary adjustments and
ensuring compliance for production. The center also transfers approved finishes and
techniques, and provides training of methodologies in a real production setting. In the
same year, CBL acquired the service of local and foreign designers and developers. CBL
was involved in R&D and innovation, and successfully launched its biannual
inspirational collection for the first time as a promotional tool to attract clients.
Similarly, a new line of innovative fabrics with various construction and specifications
was developed and offered to customers on a seasonal basis.
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CBL accelerated the wave of change and further invested in advanced laundry and
washing technology in 2006. This investment brought the latest developments and
modern washing techniques for high-quality garments to CBL’s operations.
Additionally, CBL started to provide design and pattern development services besides
manufacturing of private brand and label (OEM & ODM) services to world-leading
brands.

In the meantime, CBL established a network of sales and marketing offices in the USA,
UK, Ireland, Germany, ltaly and the UAE to extensively project its offerings, get in
touch with the latest happenings in those regions, and explore new segments and
markets. These involvements helped CBL to link with “Explorer”. Moved from AO to
Explorer.

After all these investments, R&D and innovations, CBL moved further downstream to
discover new avenues in the retail business besides manufacturing in local market. The
company launched a local brand in denim jeans and other fashion clothes through
exclusive outlets in major cities in Pakistan. The case company’s involvement in retail
business and local brand moved CBL back to “Active Outsourcee”, as it focused on
local market beside international markets.

Similarly, CBL strictly focused on R&D, inspirational innovations, new product and
design developments, and engaged with experts to offer innovative products and
services according to international standards. CBL made strategic moves and solidly
started to focus on international markets and on relations with big players by offering
them high-quality and premium-priced innovative products and services. These
activities helped CBL to constantly attract and expand its customer base, both in number
of clientele and in obtaining more complex and iconic products from world-leading
brands (such as Levi’s). These engagements partially moved the company from “Active
Outsourcee” to “Partner” to a certain extent (considered as a partial movement).

In 2008, CBL diversified its product offering by adding non-denim and bottoms (pants
and trousers) successfully, further developing ties in these segments.

Working on manufacturing private brands/labels to the world’s leading brands helped
CBL to further adopt the latest techniques and processes in its operations. CBL started
reaching elite brands and their competitors through upward market trends and by
offering premium quality products and services. As a result, CBL partnered with leading
European companies and names in washing, marketing, design and sales. In 2009, CBL
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made a joint venture with its partner Crescent Turk; this joint venture provided growth
in business and proved right in the emerging market dynamics through its dynamic
design center. In 2010, CBL made a special alliance with a renowned Italian fashion
washing name, Martelli (Denim Atelier). The main purpose of this joint venture was to
market together and learn the best washing practices. CBL benefitted from the latest
washing techniques and training from Martelli at its production floor facilities in Italy
as well as at the company’s own facilities in Pakistan. Similarly, the second fold of the
alliance with Martelli was to market to big players, offering them stitching and washing
(that is, CBL would use its own fabrics to make and wash the garments, with Martelli
controlling standards at lower cost than in Italy). These offers were sent to leading
companies like Diesel, Scotch and Soda, Energy, Reply and Sixty, resulting in good
business. Similarly, an alliance (Hellenic Crescent) with a Greek denim manufacturer,
Hellenic Fabrics, resulted in increasing sales through a vertically integrated facility. The
Hellenic Crescent helped CBL to target new markets segments by offering a full package
of innovative products. CBL successfully implemented the innovation through alliance
and partnering with sale growth and new ties in international market. For example, it
established design studios in the UK and Turkey to meet its ambition for innovation
design and development of fashion-conscious customers. In 2011, CBL invested in the
latest fabric (15 million meters per annum) and garments (nine million garments per
annum) production facilities to expand and modernize its operations. This helped CBL
to meet the international demand for variety and depth in quality fabrics and modern
garments. These capabilities and expertise further enhanced CBL’s ability to offer
design and pattern development services to world-leading clients; in these deals,
customers receive the sketches/designs and patterns from CBL and utilize them
somewhere else.

In addition to production, CBL also focused on backup systems and operations for better
performance. CBL is the first Pakistani textile company to have Six Sigma training in
various functional areas (15 employees trained as black belts). Similarly, CBL invested
in the latest testing tools, labs, I.T and Tracking systems (PITS & RFID) for the effective
handling and in-time delivery of innovative orders across the globe. Such engagements
are the motivating force for CBL’s movement from “Explorer” to
“Partner/Competitors”. It is important to note that the partner is also in the local market
as the company competing with big brands such as Levi’s, Diesel in local market
(www.fibre2fashion.com/news/apparel-news/newsdetails.aspx?news_id=117325).
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CBL moved down in international retail business as it launched its brand, Stoneage, in
the UAE through an exclusive outlet in 2009, followed by another in 2010. This was the
beginning of a new era in marketing and branding at an international level. This
involvement resulted in CBL movement from Partner/Competitor” to “Emerging Global

Challenger”.

Figure 4.1: The Loop Model
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The loop model shows CBL’s movement towards different developmental steps. CBL
mostly remained at “Explorer” and “Partner” due to its aggressive involvement in
innovative manufacturing (OEM) and design services (ODM) to world-leading brands
as a hallmark of developing-economy firms. A link towards “Emerging Global
Challenger” is also evident through its involvement in international marketing and sales
under the company’s own brands (OBM) in the UAE.

The summary of overall developments with respect to the identified learning domains
across the cases is mentioned in Table 4.6.

Table 4.6: Developments with respect to main learning domains

No. Development Learning Domain
1 Experimental Outsourcee | New production & manufacturing, Customer relationship, International
to Active Outsourcee and regional standards, Integrated production
2 Active Outsourcee to New production & manufacturing, Promotional management, Washing
Explorer and laundry, Innovation, Design and patterns developments
3 Explorer to Active Innovation, Branding management (in local market)
Outsourcee
4 Active Outsourcee to Promotional management, Washing and laundry, Customer relationship,
Partner International and regional standards, Design and patterns developments,
Integrated production, Conflict resolution
5 Explorer to Partner New production & manufacturing, Promotional management, Washing
and laundry, Customer relationship, Innovation, Design and patterns
developments
6 Partner to Emerging Innovation, Branding management (in international market)
Global Challenger
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Overall, the above model displays CBL’s developments in the value chain. CBL (that
is, CTM, the mother company) started as a textile mill “Outsourcee” from the very
beginning, then moved to “Active Outsourcee” to solidly focus on denim garments
through a joint venture with an American company and heavy investment in a denim
manufacturing facility. The joint venture (CGML) didn’t focus on local markets at first,
but moved towards it later as CBL. The company continued its movement towards the
“Explorer” and “Partner/Competitor” developments through active involvement in
R&D, marketing, latest manufacturing, washing and inspirational collections. CBL
developed into “Emerging Global Challenger” through the marketing and sales achieved
under its own brand in the UAE. An interesting development was observed as CBL
started selling under its own brand in local markets, which caused the company to move

back to “Active Outsourcee”.

4.1.4 Evaluation Fit Between Suggested Loop Model and Case Realities

In order to evaluate the fit between the original conceptual and the case based derived
loop models from the case, the case realities are compared to the conceptual model to
assess whether certain developments were predicted by original model, not predicted or
emerged from the case. Each development seen in the case is further explained in Table
4.7:

Table 4:7. Fit between suggested model and case realities

Model Case Description

Traditional Actor to Does not fit | There is no evidence of the TA in this case. Because the company started as an

Experimental international company from its inception, therefore, the said movement from

Outsourcee TA to EO mentioned in the original model does not fit the case.

Experimental Partially Fit | The company started new production and operations through joint venture and

Outsourcee to Active invested in new machines to produce and sale denim garments (only in

Outsourcee international market), denim fabrics and yarns in both local and international
markets. Therefore, the movement from EO to AQO is partially fit with the case,
because in garments, the company exported approximately all its production.
This was due to the fact that there was no demand for denim and denim
garments in the local market at that time, and the export was more attractive
and profitable than local sale and market engagements. Therefore, the link to
Active Outsourcee is missing when it comes to denim garments sales in local
market.

Experimental Does not fit | There is no evidence of the said movement in this case. Because the company

Outsourcee to is at the early phase and progressed in a more linear manner to the explorer

Explorer stage, as the said movement requires more resources, capabilities and
investments related to production, R&D and innovative offerings, which were
hard for the case company.
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Active Outsourcee to
Explorer

Fit

The case company reformulate its strategy towards change, as it further
invested in specialized production, washing, R&D, sales and marketing
facilities and acquire experts, to offer a range of innovative products, quality
processes and services to explore new segments in international, regional
markets.

Active Outsourcee to
Partner

Fit

The case company invested in new machines, systems, experts and local R&D
facilities to offer latest products and services according to international
standards and demand, and to accommodate leading brands such as (Levi’s)

Active outsourcee to
Emerging Global
Challenger

Does not fit

There is no evidence of the said movement in this case. Because the movement
from AO to EGC needs overall competencies and excellence in production,
systems, innovation, marketing and brandings and international marketing infra
structure. Building such overall advanced capabilities and downstream
operations in the start were not predicted in the case, therefore, the said
movement from AO to EGC mentioned in the original model does not fit the
case.

Explorer to Partner

Fit

The company invested in latest production, experts, washing, R&D, systems
and designing facilities to further modernized its garments production facilities
and expand its capabilities and capacities. In addition, the case company made
several strategic alliances enhances the innovative and marketing abilities to
offer high quality products, processes and services (OEM, ODM, OBM) in
different product ranges to meet international demand, develop contacts.

Explorer to Emerging
Global Challenger

Does not fit

There is no evidence of the said movement in this case. Because the case
company did not get the necessary competences and marketing and branding
infra structure to market and sales under its own brand in international market.

Partner to Emerging
Global Challenger

Fit

The movement from EXP to EGC is evident. Because of the case company
active involvement in R&D, experts, marketing and sale activities under own

brand name in different product categories in international market.

Explorer to
Active
Outsourcee
Emerging
pattern

Emerging pattern, where the case company went step back. The movement
from EXP to AO is emerged as the result of case company active involvement
in R&D, experts, marketing and sale activities under own brand name in
different product categories in local market.

Having compared the case realities and conceptual model, out of nine, four movements
were not identified, four were identified, while one was partially identified. In addition,
one movement was emerged from the case realities. The presence of movement from
“Traditional Actor” to “Experimental Outsourcee” was not predicted as of the
conceptual model; due to the involvement case firm in international operations and
exports since its inception. Similarly, three developments (Experimental Outsourcee to
Explorer, Active outsourcee to Emerging Global Challenger, and Explorer to Emerging
Global Challenger) did not identified as claimed in the conceptual model. Because the
case company does not acquire the required capabilities and competences (related to
production, advance systems, R&D, international marketing and branding) that were
necessary for the said developments.

Four developments (“Active Outsourcee to Explorer”, “Active Outsourcee to Partner”,
“Explorer to Partner” and “Partner to Emerging Global Challenger”) were matched and
identified as claimed in the conceptual model. While the presence of “Experimental
Outsourcee to Active Outsourcee” was partially predicted. It is due to integrated nature
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of case firm’s operations and production (yarn, fabrics and garments), where it sold and
marketed yarn and fabrics in local and international markets simultaneously identified
the said development, while in case of garments, it exported its total production due to
limited local market demand and/or high market demand in international market for
denim garments, hence not identified the said development.

Interestingly, the development from “Explorer to Active Outsourcee” was emerged from
the case, because of the case firm involvement in selling and marketing garments in
local market under its own brand.

4.1.5 Conclusions/Answers to Research Questions

In order to answer the two main research questions and obtain a detailed view of the
learning impacts, each individual development is discussed with respect to the main
learning domains, ways, and reasons for learning. It is hard to reach a complete
understanding of the ways (the ‘how’) and the reasons (the ‘why’) without knowing and
explaining the main learning domains (the ‘what”). In total six developments movements
were identified in the case company, CBL, as detailed below:

4.1.5.1 Experimental Outsourcee to Active Outsourcee (EO to AO)

Development from EO to AO was identified in CBL. This development is characterized
by the main learning related to new production and manufacturing in an integrated way
and customer relation in international markets through investments in new machines,
vertical production facility, joint venture and customer specifications. The case
company involved in mentioned learnings and ways to improve textile production, meet
latest demand and develop contacts in international market.

However, certain reasons are associated with particular learning and characterized by
specific learning ways, for instance, the supply chain control and latest processing
techniques are associated with integrated production through vertical production facility
and joint venture.

The summary of the development from EO to AO with respect to main findings related
to learning domains, ways and reasons is highlighted in graph.
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Figure 4.1.1- Experimental Outsourcee to Active Outsourcee
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4.1.5.2 Active Outsourcee to Explorer (AO to EXP)

This development is characterized by the main learning related to new production and
manufacturing, washing, innovative and promotional offerings and designing through
investments in new machines, experts, R&D and reverse-engineering and customer
specifications. The main reasons to involved in mentioned learning domains and ways
were to improve textile production, ability to innovate, meet latest demand and develop

contacts in international market.

However, certain reasons are associated with particular learning and characterized by
particular learning ways, for instance, the latest processing techniques and improve
performance (related to product in this stage) are associated with washing and laundry

through joint venture and experts.

The summary of the development from AO to EXP with respect to main findings
related to learning domains, ways and reasons is highlighted in graph
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Figure 4.1.2- Active Outsourcee to Explorer

Learning Domain Ways Reasons Developments
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4.1.5.3 Explorer to Active Outsourcee (EXP to AO)

This development in emerged from the case as backward movement. This development
Is characterized by the main learning related to innovation and branding manage net
through experts, R&D and reverse-engineering and outlets (offline and online).

The main reasons for becoming involved with the above-mentioned learning domains
and ways were to improve textile production, ability to innovate (own products and
brand), meet latest demand and develop contacts (retail business) and branding and
marketing in local market.

However, certain reasons are associated with particular learning and characterized by
particular learning ways, for instance, the branding and marketing, develop contacts and
market presence are associated with branding manage net through experts, R&D and
outlet.

163



The summary of the development from EXP to AO with respect to main findings related
to learning domains, ways and reasons is highlighted in graph

Figure 4.1.3- Explorer to Active Outsourcee

Learning Domain Ways Reasons Developments

Improvement in Textile Production

Experts % E Ability to innovate
Improve Performance
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outlet —————>

Develop Contacts —
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Improve Performance
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Research and Development 9 Develop Contacts
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Ability to Innovate

Product partnership % ———— Integrated textile Production —
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4.1.5.4 Active Outsourcee to Partner (AO to PART)

This development is characterized by the main learning related to integrated production,
washing, innovation, promotion management, customer relation, international standards
and designing and pattern development through investments in new machines, experts,
R&D/reverse-engineering, industry trend, customer specifications, product partnership
and trade fair and commercial offices.

The main reasons to involved in mentioned learning domains and ways were to improve
textile production and processing’s, ability to innovate, meet latest demand and develop
contacts and international market presence.

However, certain reasons are associated with particular learning and characterized by
particular learning ways, for instance, latest demand, develop contacts and international
market presence are associated with industry trends through customer specification,
R&D and reverse engineering and trade fair & commercial office.

The summary of the development from AO to EXP with respect to main findings related
to learning domains, ways and reasons is highlighted in graph.
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Figure 4.1.4: Active Outsourcee to Partner

Learning Domain
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4.1.5.5 Explorer to Partner (EXP to PART)
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This development is characterized by the main learning related to new production and
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nufacturing, washing, promotion management, customer relation, innovation and design
& pattern development through joint venture, R&D and experts.

The main reasons to involved in mentioned learning domains and ways were to improve
textile production and processing, ability to innovate, meet latest demand, develop
contacts and improve product quality.

However, certain reasons are associated with particular learning and characterized by
particular learning ways, for instance, ability to innovate, develop contacts and
involvement in commercial services are associated with designing and pattern
development through experts, customer specification, and R&D.

The summary of the development from EXP to PART with respect to main findings
related to learning domains, ways and reasons is highlighted in graph.

Figure 4.1.5: Explorer to Partner
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4.1.5.6 Partner to Emerging Global Challenger (PAR to EGC)

This development is characterized by the main learning related to innovation and
branding manage net through experts, R&D, product partnership/JV and outlets (offline
and online).

The main reasons to involved in mentioned learning domains and ways were to improve
textile production, ability to innovate (own products and brand), meet latest demand and
develop contacts (retail business) and branding and marketing in international market.

However, certain reasons are associated with particular learning and characterized by
particular learning ways, for instance, the branding and marketing, develop contacts and
market presence are associated with branding manage net through experts, R&D and
outlet.

The summary of the development from PART to AO with respect to main findings
related to learning domains, ways and reasons is highlighted in graph

Figure 4.1.6: Partner to Emerging Global Challenger
Learning Domain Ways Reasons Developments
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Overall the case firms reveal six development trajectories (Figure 4.1.1-4.1.6). Each
development characterized by learning processes covering concrete domains, which are
learned for specific reasons ways. It was observed that case firm predominantly
concentrated on three stages namely “Active Outsourcee”, “Explorer”, and “Partner”
due its quest for building capabilities in latest production, innovative processes and
value-added services to move in value chain and/ or expands its operations in
international market. In addition, the development to “Emerging Global Challenger” is
evident through learning and building capabilities in new product design, product
development, production, and marketing and sales under own brands.
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It is important to note that the learning in the context of this study “learning in offshore
outsourcing ties” is not only associated with learning from the outsourcer (i.e. taking
over specific knowledge, capability, direct instructions and specifications), but the
strategic orientation of the outsourcee (case firm) as well. Hence, the main experiential
learning seems to be resulted from interactions with outsourcers, other market actors
and strategic steps taken by the case firm.
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4.1.7 Case Database Sources

CoNoOR~WNE

19.
20.
21.
22.
23.
24,
25.
26.

27.

Interview with Senior Assistant Vice President, Supply Chain and Marketing
Interview with Assistant Vice President, Production

Interview with Vice President Product Development and R&D

Interview with Senior Marketing Manager

Interview with Assistant Vice President, Marketing-Europe

Interview with Senior Manager Merchandizing

Interview with Manager Supply Chain

Interview with Deputy Manager R&D

Company Presentations

. http://lwww.crescentbahuman.com/
. http://www.scribd.com/doc/47990678/Cresent-Bahuman-Limited
. http://lwww.textileworldasia.com/Issues/2012/July-August-

September/Features/Pakistan_Faces_Challenges

. http://textileinformationpk.blogspot.no/2009/10/six-sigma.html

. http://www.crescentturk.com/

. http://lwww.levistrauss.com/sustainability/innovative-practices/planet/water/
. http://www.fibre2fashion.com/news/garment-company-

news/newsdetails.aspx?news_id=84099

. https://www.facebook.com/CrescentBahumanLtd?fref=ts
. https://www.facebook.com/photo.php?fbid=494481057277286&set=a.494480557277336.

115389.279960962062631&type=1&theater
https://www.facebook.com/CrescentBahuman
http://www.fashioncentral.pk/pakistani/designers/40-stoneage/about/
http://crescentbahuman.com/certificate.swf
http://trade.ec.europa.eu/doclib/docs/2014/january/tradoc_152057.pdf

Interview with Vice president human resources and shared services
http://documents.worldbank.org/curated/en/644941468767404219/text/multi-page.txt
https://www.miga.org/pages/projects/project.aspx?pid=74

Multinational Investment Guarantee Agency (MIGA) World Bank Group for Crescent
Greenwood Limited, Pakistan.
http://www.sportswear-international.com/news/stories/Crescent-Bahuman-taps-denim-
expert-Giovanni-Petrin-10437
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http://www.crescentbahuman.com/
http://www.scribd.com/doc/47990678/Cresent-Bahuman-Limited
http://www.textileworldasia.com/Issues/2012/July-August-September/Features/Pakistan_Faces_Challenges
http://www.textileworldasia.com/Issues/2012/July-August-September/Features/Pakistan_Faces_Challenges
http://textileinformationpk.blogspot.no/2009/10/six-sigma.html
http://www.crescentturk.com/
http://www.levistrauss.com/sustainability/innovative-practices/planet/water/
http://www.fibre2fashion.com/news/garment-company-news/newsdetails.aspx?news_id=84099
http://www.fibre2fashion.com/news/garment-company-news/newsdetails.aspx?news_id=84099
https://www.facebook.com/CrescentBahumanLtd?fref=ts
https://www.facebook.com/photo.php?fbid=494481057277286&set=a.494480557277336.115389.279960962062631&type=1&theater
https://www.facebook.com/photo.php?fbid=494481057277286&set=a.494480557277336.115389.279960962062631&type=1&theater
https://www.facebook.com/CrescentBahuman
http://www.fashioncentral.pk/pakistani/designers/40-stoneage/about/
http://crescentbahuman.com/certificate.swf
http://trade.ec.europa.eu/doclib/docs/2014/j