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Abstract
Purpose – The purpose of this paper is to put forward a demand chain management (DCM) framework
underpinned by the alignment theory and applies it to investigate the fashion apparel (FA) industry in
China under the impacts of the latest economic transition.
Design/methodology/approach –An exploratory multiple case study methodology involving five Chinese
FA firms, each with a different business model and ownership type, was employed. Semi-structured
interviews, onsite observations and review of company documents were conducted to collect information
for analysis.
Findings – Using a conceptual DCM framework as a guide for analysis, the study finds that companies with
a higher level of alignment with the external market situation and among the three internal DCM dimensions,
namely, market management, supply chain management (SCM), and organization management, appear to
perform better under the rapidly changing economic conditions in China.
Research limitations/implications – This study contributes to knowledge by reviewing thoroughly the
literature on SCM evolution and develops a DCM framework based on alignment theory that represents the
state of the art in this area. By extending the administration-integration-production-development (A-I-P-D)
logic set adopted in the alignment theory, this study has also equipped the proposed framework with an
empirical tool to measure alignment.
Practical implications – By applying the framework to examine the Chinese apparel industry under the
impacts of the latest economic transition, this study provides practitioners in the industry with a framework
to help formulate strategies and a tool to measure alignment. The findings of the case study also offer insights
to the industry to thrive in the rapidly changing businesses environment with dynamic uncertainties.
Originality/value – This study extends the application of the A-I-P-D logic set under the alignment theory
to the SCM field. This endeavor successfully transforms the proposed DCM framework from a theoretical
concept to a practical tool to help evaluate empirically the alignment and strategic fit of a firm and potential
relationship with firm performance. As the Chinese FA market has increasingly evolved under the impact of
the globalization, the findings of this study not only assist the local FA companies in coping with the dynamic
uncertainties but also shed light on the future developments of the global FA industry. Besides, the alignment
measurement tool embedded in the proposed DCM framework can help enhance the chances of business
success during implementation.
Keywords China, Supply chain management, Fashion apparel industry, Demand chain management,
Dynamic process alignment, Strategic fit of the alignment
Paper type Research paper

Introduction
China’s apparel market represents one of the largest growing retail markets in the world.
Attributed to the booming e-commerce and digital technology, there is a proliferation of
domestic consumptions from not only the big metropolis but also the large number of inland
cities (Fung Business Intelligence Centre, 2014). The rising demand for clothing is also
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fueled by the stable increase in household income. Improved living standard of people in the
country has shifted the focus from basic apparel to more diverse fashion products (Lu and
Dickson, 2015). According to the forecast made by Euromonitor, annual apparel sales in
China will reach $333,312 million by 2019, an increase of 25 percent from $267,246 million in
2014 (Euromonitor International, 2014). However, confronted with growing dynamism,
traditional fashion apparel (FA) companies have encountered a series of disruptive
difficulties, such as rising labor cost, outdated product lines and large over-stocks, which
finally led to supply chain (SC) breakdowns (Yuan and Xu, 2010; Chao and Lu, 2015).
Despite the dramatic changes and the dynamic market uncertainties, research on how
Chinese FA companies adapted to disruptive changes is limited.

The fashion market is characterized as an industry of short lifecycle, high volatility, low
predictability and frequent impulse purchases (Lyons et al., 2012). With the movement of
globalization, managing an apparel SC to source from labor-intensive countries and
coordinating a long pipeline in short lead time in order to catch up with the rapidly changing
trends have become increasingly critical for industrial players (Cao et al., 2008; De Brito
et al., 2008). Although many proposed supply chain management (SCM) solutions have
considered meeting market demand with proper supply fulfilment method, most of them
prescribe a one-size-fits-all solution with either a lean or an agile SC to cope with the
dynamism (Bruce et al., 2004; Comm and Mathaisel, 2005; Lam and Postle, 2006; Masson
et al., 2007; Barnes and Greenwood, 2006). With a view that market orientation is ancillary to
SC operation, the need to fulfill various demands with an integrated SC process is still
largely neglected in previous studies (Lee, 2002; Christopher et al., 2006). In recent research,
some scholars have suggested using a taxonomy approach to specify SC strategies taking
into account demand differences. For instance, Brun and Castelli (2008) developed the
“segmentation tree” process incorporating three demand elements – product, channel and
brand characteristics – into supply strategies. Similarly, Yi et al. (2011) identified four types
of supply strategies, namely, laggard, conservative, agile and aggressive, that could be
assigned to product categories for higher SC flexibility. While new jargons and initiatives
are being developed constantly, theoretical basis for how these strategies are derived and
linked with each element in the SC process is still insufficient. To fill the research gap, this
study puts forward an overarching demand chain management (DCM) framework
underpinned by the strategic fit concept of the alignment theory and proposes a set of
measurements that can integrate the theory with the specific SCM processes.

To begin with, this study reviews the paradigm shift of SCM and DCM, and underlines
some of the key strategic frameworks that led to the paradigm shift. As a descendant of
SCM, DCM advocates that in order to thrive in a highly dynamic business environment,
a firm’s strategic objectives must align externally with the marketplace and internally
among its SC processes so as to attain a strategic fit (Van Landeghem and Vanmaele, 2002;
Walters, 2006; Hilletofth et al., 2009). Based on this notion, a dynamic DCM framework and
its theoretical foundation is proposed. Key DCM scopes, elements, components and SC
strategies are identified and incorporated. To illustrate the application of the theoretical
framework, the Chinese apparel industry, which is fast-developing and subject to
dynamic market uncertainties as a result of rapid economy growth in the country, is taken
as a case study.

China has been experiencing a series of economic transitions in the last few decades
generating significant impacts on the domestic market (Mo, 2010; Lu and Dickson, 2015).
This study attempts to explore the changes that the FA companies made in response to the
impacts and examine if the strategic fit approach of DCM alignment can be applied in this
case to analyze how dynamic market uncertainties were dealt with by the firms. To achieve
this, five Chinese FA companies, each represents one of the major corporate ownerships and
SC structures in the current market, were selected for investigation and interviewed.
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Within-case analysis and cross-case comparison were conducted to analyze the information
collected. Empirical data were matched against the corresponding logic codes derived from
the alignment theory used to underpin the proposed framework. Findings of the cross-case
comparison suggest that the levels of internal and external alignment of five companies are
related to their performance during the economic transition. Apart from contributing to
knowledge, the outcome of the study provides industry practitioners in the transitional
Chinese retail market with insights on how to thrive in the turbulent economic changes.

The paper is structured as follows. Upon a comprehensive literature review on the topic,
a theoretical framework is put forward. The methodology of the study will then be
discussed followed by the findings of the within-case analysis and cross-case comparison.
Implications of the findings will then be deliberated followed by a conclusion with
discussion on limitations of the study and directions for future research.

Literature review
From SCM to DCM
The term SCM has been coined to describe both changes within the SC as well as the evolution
of SC processes, strategies, and management tools. SCM first appeared in 1980s as a concept
encompassing all activities associated with the flow and transformation of goods from raw
materials through to the end user (Oliver andWebber, 1982). The intense global competition in
1980s forced many organizations to offer low cost, high quality and realizable products with
greater SC efficiency (McFarlane, 1984; Chandra and Kumar, 2000). Manufacturers utilized
just-in-time and other management initiatives to improve manufacturing efficiency and cycle
time (Srinivasan et al., 1994; Thomas and Griffin, 1996; Tan, 2001). Lean production, adopted
in the Toyota Production System (Ohno, 1988), was one of the significant advancements in the
early 1990s promoting the use of barcodes, electronic data interchange and shipment record
for cost cutting (e.g. cost of inventory and overheads) and accuracy improvement.
This had transformed the traditional ways of manufacturing into managing all activities
evolved from suppliers to customers for smooth product flow and lead-time reduction
(Henderson and Venkatraman, 1993; Broadbent and Weill, 1993). During this period, the
objective of SCM focused mainly on minimizing inventory and enhancing SC efficiency
(Davenport, 1993; Hewitt, 1994).

Starting from the late 1990s and throughout the 2000s, globalization was in full swing.
Outsourcing of manufacturing and distribution had driven companies to focus on “core
competencies” (Childerhouse et al., 2002; Frohlich and Westbrook, 2002). Instead of vertical
integration, companies outsourced less-competitive functions to various service providers,
such as Original Equipment Manufacturers (OEMs), to develop close SC partnerships
(Williams et al., 2002; Al-Mudimigh et al., 2004). This change had generated significant
effects on SC infrastructure – from the foundation layers of establishing and managing
electronic communication between trading partners, to more complex requirements, such as
the configuration of processes and work flows that are essential to the management of the
network itself (Robertson et al., 2002; Stratton and Warburton, 2003). Under this context,
SCM was defined as the integration of key business processes linking the end users with the
original suppliers that provides products, service, and information for customers and other
stakeholders (Lambert et al., 1998; Tan et al., 1998). Emphasizing on the importance of
customer, agile SC strategy was proposed using market knowledge and virtual corporation
to exploit profitable opportunities in a volatile marketplace as a trade-off solution opposed
to lean strategy (Naylor et al., 1999; Mason-Jones et al., 2000). Companies strived to assemble
networks of specific partners and tailor combined supply processes for different demand
categories to realize SC agility (Flint, 2004; Walters and Rainbird, 2004). The supply
processes might differ between various types of organizations but mostly included
procurement, manufacturing, logistics capacity consideration (inventory and delivery),
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SC information technology and SC relationship (Lambert et al., 1998; Christopher, 2000;
Hines, 2004). During this period, the objective of the SCM focused mostly on fulfilling
customer demand and enhancing SC effectiveness (Walters, 2006; Jüttner et al., 2006).

Growing with globalization and technology innovation in late 2000s, there was an
increasing concern for market mediation. SCM was then redefined with a new perspective
that management of all SC activities should be driven or created outwardly by the market
rather than the suppliers (Rainbird, 2004; Jüttner et al., 2007; Hilletofth et al., 2009). Previous
“one-size-fits-all” SC strategy, i.e., lean and agile designs that structured SCs inwardly for
fulfilling few demand categories, had become insufficient to cope with the new demand
variations (Christopher and Towill, 2001; Huang et al., 2002). As a result, studies in 2010s
were centered on designing SCs based on demand differentiations. Many authors
distinguished this concept from SCM and named it as DCM (Walters and Rainbird, 2004;
Jüttner et al., 2006; Canever et al., 2008; Hilletofth, 2009). They focused on identifying specific
demand processes and activities involved in each organization and other SC members for
integration. Again, the demand processes might differ between various types of
organizations, but mostly included product mix and development, market emphasis,
customer segmentation, channel of distribution, promotion and price regime (Esper et al.,
2010; Jüttner et al., 2007; Gattorna, 2015). The objective was centered on analyzing and
creating customer demand rather than fulfilling it in the most cost-efficient manner.

Compared with SCM, DCM aims for an overarching process coordination enhancing both
supply and demand process elements. Demand processes occur at the customer or market
interface and aim at responding to customer demand through value creation while supply
processes comprise the tasks necessary for fulfilling the demand (Canever et al., 2008; Esper
et al., 2010; Hilletofth et al., 2009). Considering the various market differentiations, dynamic
strategies can be formulated to serve the different market segments with different SC
priorities by structuring the process elements in different manners ( Jüttner et al., 2006;
Sukati et al., 2012). Extending from the previously proposed lean and agile SC strategies, DCM
proposes two additional strategies, namely hybrid and highly flexible, accommodating
multiple demand segmentations (Mason-Jones et al., 2000; Childerhouse et al., 2002;
Christopher, 2000; Christopher and Towill, 2001; Holmström et al., 2001). These four represent
the main types of DCM strategies to handle external demand variations (Treville et al., 2004;
Vonderembse et al., 2006; Gunasekaran et al., 2008; Gattorna, 2015). The objective of DCM
primarily focuses on managing demand variations responsively to achieve strategic fit of
alignment and enhance business competitiveness (Defee and Fugate, 2010; Flynn et al., 2010;
Wu et al., 2014). Table I summaries the definitions of the four DCM strategies and the
operational differences addressed by DCM process elements.

Literature review also reveals that many studies discuss the dynamic retail market
and economic transition in China (see for example Sin et al., 2000; Kwan et al., 2003; Chen and
Shih, 2004; Hong, 2006; Liu, 2007; Yi and Jaffe, 2007; Kshetri, 2009; Zhu et al., 2010; Hua and
Guo, 2012). However, the majority of them approach the topic from a marketing research
perspective focusing on the coping of market dynamism (Sin et al., 2000; Tai, 2007;
Qiu, 2008; d’Astous and Li, 2009; Kshetri, 2009; Chang and Luan, 2010; Chan, 2011; Yu and
Ramanathan, 2012; Tong and Li, 2013). Only few have investigated the supply side of
dynamism or the integrative aspect of considering both marketing and supply in the FA
industry (Yi et al., 2011; Ye and Lau, 2014; Ye et al., 2013). The lack of studies in this regard
suggests that industry practitioners might not have the experience yet in developing
innovative management methods required to strive in an increasingly volatile environment.
As such, DCM, which emphasizes a strategic fit of the supply and demand processes, might
be an appropriate approach to explore how the Chinese FA companies have responded to
the dynamic market changes, and investigate if failure or success of the companies is related
to their capabilities in managing operations on both sides.
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Strategic SCM and DCM frameworks
In line with the paradigm shift, many SCM frameworks have advanced to not only consider
various SC configurations but also include a wider research scope. Some of the major SCM
and DCM frameworks driving the SCM paradigm shift are listed in Table II. Two types of
SC configurations, i.e., lean and agile, were originally discussed as the foundation for their
descendant. For example, Fisher (1997) proposed a strategic SC matrix classifying products
based on the nature of the demand into two categories – functional vs innovative. Huang
et al. (2002) took a step further by suggesting a third type of SC named hybrid under the
previous matrix. Similarly, Naylor et al. (1999) opined that the traditional view on the two
types of SC strategy – either lean or agile – was too simplistic. They presented a new
method of classification, combining the two strategies with total SC structure based on
market knowledge and position of the decoupling point. It specifically differentiates SCs into
buy-to-order ( fully flexible), make-to-order (agile), assembler-to-order (hybrid), make-to-
stock (lean) and ship-to-stock (lean). The transition also shows a gradual enhancement in the
integration of process elements, management components and corporate structure (Walters
and Rainbird, 2004; Jüttner et al., 2006; Hilletofth, 2009). The key elements incorporated in
these frameworks can be mainly classified as below:

(1) Inter-organization scope (among different companies in the SC):

• functional (lean)/ship-to-stock;

• innovative (agile)/make-to-order;

• hybrid (leagile)/pack-to-order; and

• fully flexible/buy-to-order.

(2) Intra-organization scope (within a particular company):

• strategic management elements: business competitive and shared values, firm
infrastructure, human resource management, leadership structure, culture, risk
structure, product structure, IT structure;

• operational process elements:

– supply side operation: inbound outbound logistics, inventory, procurement,
production/manufacturing flow management, procurement; and

– demand-side operation: marketing emphasis and sales, product development,
service, customer relationship, order fulfilment.

As demonstrated in Table II, previous SCM frameworks mostly addressed from one scope,
either inter-organization or inter-organization perspective. Only few incorporated both
perspectives for an overarching configuration. Besides, theoretical underpinning accounting
on how specific elements fully integrated within and across the scopes is still in deficiency.

A proposed DCM conceptual framework underpinned by the alignment theory
Upon comparing the various SCM frameworks and identifying their inadequacies, this
study proposes a conceptual DCM framework to bridge the research gap (Figure 1).
Emphasizing a holistic alignment among intra- and inter-organizations, the proposed
framework comprises three DCM scopes, including demand activities described by demand
elements, supply activities described by supply elements and strategic management
described by management components. This study adopts the strategic fit of the alignment
theory (Chorn, 1991) as the underpinning theory and the administration-integration-
production-development (A-I-P-D) logic sets (Chorn, 1991; Gattorna, 1998), which was
originally applied to organization activities, are extended to apply to supply and demand
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Strategic
framework Reference

Theoretical
underpinning

Addressed
dimension Addressed element

The value
chain
framework

Porter and
Millar (1985)

na Intra-
organization

Primary activities (evolved physical creation of
the product): Inbound logistics, Operations,
Outbound logistics, Marketing and sales, Service
Support activities (inputs and infrastructure): Firm
infrastructure, Human resource management,
technology development, procurement

Matching
supply chains
with products
(I)

Fisher
(1997)

na Inter-
organization

Types of supply chain (efficient supply chain,
responsive supply chain)
Types of products ( functional products,
innovative products)

SCM
framework

Cooper et al.
(1997)

na Intra-
organization

Business processes (customer relationship,
customer service, demand management, order
fulfilment, manufacturing flow, procurement,
Product development, return channel)
Management components (organization
structure, IT structure, product structure,
leadership structure, culture, risk structure)

SCM
Strategies

Naylor et al.
(1999)

na Inter-
organization

Material flow (raw material supplier,
manufacturer/assembler, retailer, end user)
Types of supply chain strategy by positing
decoupling point (buy to order, make to order,
assemble to order, make to stock, ship to stock)

Integrative
model for
enabling agile
supply chain

Christopher
and Towill
(2001)

na Inter and
intra-
organization

Principles: agile supply chain, postponed
fulfilment, rapid replenishment
Programs: quick response, lean production,
agile supply
Actions: setup time reduction, economy of scale
production, waste control, process management,
vender managed inventory, cross-functional teams

Matching
supply chains
with products
(II)

Huang et al.
(2002)

na Inter-
organization

Types of supply chain (agile, hybrid and lean
supply chain)
Product characteristics (innovative, hybrid and
standard products)

Value chain
model

Walters and
Rainbird
(2004)

na Intra-
organization

SCM processes: order processing, evaluate
value delivery, order assembly and inventory
management, manufacturing, service
management
DCM processes: customer relationship
management, product category, product
service, value proposition, value profiling
Managing value chain: design and
development, procurement, production,
marketing, service

Strategic
alignment
supply chain
model

Christopher
and
Gattorna
(2005)

na Inter and
Intra-
organization

Supply chain types: fully flexible, agile, lean and
continues replenishment
Customer segment types: innovative solutions,
demand/quick response, efficiency/consistency,
collaborative
Culture and leadership style
Competitive situation

Demand
chain

Jüttner et al.
(2006)

na Inter and
Intra-
organization

Supplier and manufacturing strategy (supplier
strategy: QR and CR; manufacturing strategy:
agile, leagile, lean)

(continued )

Table II.
Key SCM and DCM
frameworks driving
the paradigm shift
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activities so as to gage the alignment relationship between the internal operation and
external situation.

The alignment theory stems from Jung’s (1968) theory of psychological types, which
states that all conscious mental activities occur in two perceptual processes – sensing and
intuition – and two judgment processes – thinking and feeling. Adizes (1976) further
developed Jung’s (1968) theory and identified four key behavioral types or “logic sets” that
exhibit a dominant tendency in management stream. He devised an “Administrator-
Integrator-Producer-Entrepreneur” (or “A-I-P-E”) coding system to categorize different
management styles. Chorn (1991) and Gattorna (1998) approached the categorization
technique from an organizational behavioral perspective and re-labeled the “E” to “D”
(Developer). Chorn’s (1991) alignment theory proposes four “elements” – competitive
situation (marketplace), strategy, culture and leadership – and four “logic sets” –
administration (A), integration (I), production (P), and development (D). Each element can be

Strategic
framework Reference

Theoretical
underpinning

Addressed
dimension Addressed element

management
framework

Distribution strategy (Primary distribution
strategy – city and rural; secondary distribution
strategy – grocery, general retail, off license,
convenience)
Demand types (low volume, high value
products; high volume, low value products;
in-between types)

Demand
chain
management
framework

Hilletofth
(2009)

na Intra-
organization

Market management: strategic marketing
planning, market research, product development,
product commercialization, branding, marketing
and sales, lifecycle management
Supply chain management: strategic supply
chain planning, supply chain design (market
research, consumer segmentation, design of
solutions), cupply chain operation
Competitive advantage and business strategy

Aligning
products with
supply chain
processes and
strategy

Stavrulaki
and Davis
(2010)

na Inter and
Intra-
organization

This framework combined the feature of Naylor
et al. (1999)’s framework and Cooper et al.
(1997)’s SCM process framework
Logistics process
Competitive management focus,
Product characteristics and supply chain types

Supply chain
portfolio
design

Olavson
et al. (2010)

na Intra-
organization

Objectives: set the strategic goals for the
supply chain
Strategy: design supply chians
Tactics: re-optimize around the new strategy
Triggers for changes in above three (products,
competition and macroeconomic factors)

Supply chain
integration
model

Cao et al.
(2015)

Contingency
theory
Configuration
theory

Intra-
organization

Organizational culture: development culture,
group culture, rational culture, hierarchical culture
Supply chain integration: Internal integration,
customer integration, supplier integration

Process
interface
framework for
marketing and
purchasing
integration

Toon et al.
(2016)

Structure
dynamics
Human
dynamics
Situational
dynamics

Intra-
organization

Managerial approach to purchasing-marketing
coordination (transactional, Integrative,
co-management)
Co-management
Forms of dynamics

Table II.
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categorized into one of the four logic sets based on certain attributes. Essentially, the
principle of strategic fit considers the degree of alignment that exists between these
elements. In this sense, alignment refers to the “appropriateness” of the various elements to
one another. According to Chorn (1991), superior performance (measured in a variety of
ways) is associated with a high degree of alignment between the elements. The four logics
represent the major behavioral forces which can be used to categorize dominant buying
behaviors at marketplace, such as efficient, collaborative, innovative and dynamic solutions.
Corresponding SC types, such as lean, leagile, agile, fully flexible, and process capabilities,
including information technology utilization, sales and operations planning, procurement
approach, production, and fulfillment arrangement, can then be identified to align demand
with supply (Chorn, 1991; Christopher and Gattorna, 2005).

Based on the above, this study contends that the A-I-P-D logic codes can be linked with
the four types of SCs (shown in Table I) to achieve higher business performance. To achieve
alignment, elements should share the same logic code across the dimensions. For example,
to survive in a turbulent (D) external market condition, a company should adopt innovative
solutions (D) to manage market demand, initiate a fully flexible (D) SC strategy to fulfill
customer requirements, and nurture an entrepreneurial organization culture and leadership
style (D) to enhance flexibility and promote innovations and changes. To measure the level
of alignment, the number of matches between logic codes in each element within and
between dimensions can be counted to work out a percentage of agreement as follows:

• high level of alignment: 80 percent ( four out of five elements in each scope) or more
matched with the external condition;

• medium level of alignment: 60 percent (three out of five elements in each scope) to less
than 80 percent matched with the external condition; and

Management component 
Shared values

Resource allocation
Organizational structure

Culture/leadership
Risk management

Supply-side operation
Procurement

Production flow
Capacity consideration

Information technology support
Customer relationship intensity

Demand-side operation
Product mix

Marketing emphasis 
Consumer segmentation
Channels of distribution

Promotion and price regime

Alignment

Dynamic business environment
Booming distribution channels

Changing buying behaviour
Increasing labour cost
Over-stock and supply

Im
pa

ct
s

Alignment
Alignment

Supply chain types
Lean
Agile

Leagile
Fully-flexible

Im
pa

ct
s

Im
pa

ct
s

Fulfilment
Fulfilm

ent

Oval – intra-organization
Rectangle – inter-organization

Figure 1.
A proposed DCM

conceptual framework
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• low level of alignment: less than 60 percent (less than three elements in each scope)
matched with the external condition.

With such arrangement, the proposed DCM conceptual framework can be used as a tool to
explore the level of alignment of firms in an industry and determine if it is related
to business performance. As an illustrative example, the analytical technique was applied to
investigate the responses of the FA companies in China under the impacts of the latest
economic transition which began in 2010. The aim is to determine if there is alignment
among the key operation and management processes, and whether the alignment, or the
lack thereof, has contributed to the success or failure of the companies during the dynamic
economic changes.

Methodology
According to Yin (2013), case studies are particularly suited to explore complex dynamic
phenomena in their natural settings. As the research questions and the context of this study
are largely exploratory, a multiple case study using the inductive quality methodology was
adopted (Eisenhardt, 1989). According to Daymon and Holloway (2010), interpretive
(qualitative) methods are particularly suited to explore people’s intentions, motivations and
subjective experiences. Tewksbury (2009) also states that knowledge gained through
qualitative investigation is more informative, richer and offers enhanced understanding
compared to that obtained via quantitative research. Golicic et al. (2005) illustrate that a
qualitative approach provides researchers with access to deeper levels of understanding of
new or complex phenomena by yielding a high level of detail. This lends further justification
for using the qualitative approach in this study. To obtain a holistic picture of the
FA industry in China, five FA companies, each with a different firm size, SC model and
ownership type, were selected for investigation. They were all major players in the trade
identified from the industry database published by the National Bureau of Statistics of
China published in 2014.

Stratified sampling technique was first used to divide the sampling frame into strata by
business model. Purposive sampling technique was then adopted to select the case
companies from each strata. Selection criteria used include annual sales revenue, net income,
overall growth rate, capital investment in market, ranking of consumer awareness, variety
in ownership, and market niche diversity, which together determine the market position of
the firm. The first three criteria are used to identify firms with resource strength and
development potential. The next two criteria are meant to recognize companies with strong
marketing capabilities. The last two criteria are employed to distinguish corporations with
sophisticated retailing network. The data sources used include semi-structured interviews,
onsite unobtrusive observations, and reviews of internal company reports and databases.
Multiple data sources enable data triangulation and complementation, thereby improving
validity. To protect the identity of the selected companies, they are labeled as A, B, C, D and
E in this study. Table III gives a brief profile of the five case companies.

An interview protocol was developed from a thorough literature review to explore the
responses of the five companies to the impacts of the latest economic change. Open-ended
questions were used to give the interviewees freedom to discuss their experiences and share
their opinions (Turner, 2010). The exploration was centered on the elements of the proposed
DCM framework including marketing, SC operation, and organization management.
Semi-structured interviews were conducted with three senior managers in each company,
such as the head director, product manager, regional sales manager, franchise store
manager, and IT consultant, in order to solicit comprehensive views from ground-floor
operation to high-level management. The interviews, which were conducted between March
and May in 2014, lasted from 30 minutes to 90 minutes. Onsite observations at head offices
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and retail shops with multiple visits were then arranged. Notes were taken during the
observations. Secondary data, such as financial reports, marketing and SC strategies, were
also collected from company documents and databases (Daymon and Holloway, 2010).
All the interviews were conducted in Chinese as the interviewees were not proficient in English.
The conversations were digitally recorded and subsequently transcribed and translated.

The interview transcripts and the onsite observation notes were synthesized into
individual case portfolios with detailed documentation to enhance reliability (Kohlbacher,
2006; Yin, 2013). They were coded by the elements included in the framework and the terms
used by the interviewees. Following Miles and Huberman (1994), within-case analysis and
cross-case comparison based on inductive reasoning were then conducted. An example of
the coding analysis in this study can be found in Appendix 1. It shows the specific process
on how the empirical data were coded in elements and matched with the corresponding
attributes (refer to Table II). Similarities and differences among the five cases in the
15 elements were identified and summarized in tables to facilitate comparison (Eisenhardt
and Graebner, 2007). Findings were triangulated across data sources (Yin, 2013) and
clarifications from interviewees were sought where necessary. Using the extended A-I-P-D
coding analysis technique, the study is able to determine in each case the perceived
alignment among the external business environment and the internal operations.

Findings and discussions
The within-case analyses reveal the responding actions taken by the five investigated
companies to the impacts of the latest economic transition in China from the perspective of
the 15 internal elements. Matching against the interview data in Table II, a logic code was
assigned to each of the elements observed in the five investigated companies to
enable evaluation of alignment across the different cases (refer to Appendix 1). The within-case
analysis findings are summarized in Tables IV-VII, respectively. Table VIII compares across
the five cases their levels of alignment externally with the business environment and internally
among the three scopes.

Responses in demand-side operation
In general, most of the investigated FA firms (A, B and D) struggled in finding a new
competitive edge under the impacts of the latest economic transition though they were eager
to make changes on their demand-side operations. As shown in Table IV, for instance, most
firms (A, B, D and E) launched multiple channels in an attempt to regain or extend their
market shares by maximizing the number of shopping contact points. They either leveraged
the expertise of third-party e-commerce companies or their own online stores. E-commerce
leveraging alternative selling platforms not only provided an avenue to sustain market
volume but also imparted diverse ways of marketing. Apart from traditional commercial
advertising, such as TV and newspaper, digital campaigns and social media advertising
became a novel marketing fashion (e.g. D and E). Simultaneously, many firms (B, C and E)
downsized their physical retail networks to reduce operating cost. This finding corroborates
the literature that e-commerce and online retailing development is a common response to
increasingly dynamic demand (Chang and Luan, 2010; Yuan and Xu, 2010; Zhou, 2010;
Tong and Li, 2013). For the demand elements of product mix and consumer segmentation,
not many changes were observed across the five cases. Most firms (A, B and D) found it
difficult to leverage a specific product niche or upgrade their product lines to fulfill new
demand. Consequently, these firms (A, B, D and E) gradually lost their customers. To them,
online channel became a platform to sell markdown products. This finding also reveals that
most of the investigated FA firms lacked the flexibility to revise their product designs to
meet changing customer needs and preferences. In China, many traditional FA firms started
in the 1990s when there was little competition in the domestic market, selling was relatively
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easy, and pressure to develop a competitive edge through product differentiation was not
high. As such, they merely relied on capacity expansion to sustain growth with general
products rather than defining a niche product. Consequently, they were not able to cope
with the changes in customer demand other than volume.

Responses in supply side operation
Interviews with the senior managers of the five FA firms reveal a common pattern of
responses in supply operation as shown in Table V. Hindered by increasing production cost,
many firms (A, B, D and E) found it difficult to upgrade their product lines. Only firm C
could focus on improving material quality and production skills with its suppliers.
Most firms were not able to transform their SCs from mass production lines into
value-added networks. Although the literature has pinpointed cost rising and overstock as
major causes of SC disruption in China, solutions were not widely prescribed (Liu, 2007;
Wang and Guo, 2014). The finding of this study reveals that to address the cost issues,
many firms (e.g. firms B, C and E) switched their focus from increasing production volume
and upgrading infrastructure to improving logistics capacity for total SC efficiency
enhancement. This would involve higher production skill, knowledge and capital to enable
an overall product line upgrade. Leveraging the technological capability and logistics
expertise of third-party service providers, firms C and E were able to realize an integrated
platform to control inventory and product flow. In terms of internal information system,
a few firms, such as firm B, started to develop their own ERP modules for SC process
integration. However, heavy capital investment often made the potential return not
cost-effective. Firm B was seen to have trouble in achieving a scale of process integration
internally and externally. This finding corroborates the literature that booming e-commerce
market in China is largely leveraged by few dominant platform players, such as Alibaba,
Tmal and JD.com. (Retail and Ecommerce, 2016; The Economist, 2013), which positioned

Dimension External impact Responding action

Demand-
side
operation

More segmented market with diverse buying
behaviors (d’Astous and Li, 2009; Chang and
Luan, 2010; Zhou, 2010; Wang and Guo, 2014;
Fung Business Intelligence Centre, 2014)
Fiercer competion on the retail market (Kwan
et al., 2003; Liu, 2007; Hong, 2006; Zhao, 2013;
Tong and LI, 2013)
Thriving e-commerce (Wong et al., 2004; Retail
and Ecommerce, 2016; The Economist, 2013;
Hua and Guo, 2012)

Set up online stores in addition to the physical
outlets (Companies A, B and E) or further
exapnd the online business (Company D)
Launched omni-channel by integrating mobile,
online and offline retailing to a seemless
platform (Company E)
Downsized physical franchised retail network
due to high maintenance cost (Companies
B, C and E)
Advertised on social media platforms to
increase brand exposure (Company D)

Supply side
operation

Increasing manufacturing cost (Chen and
Shih, 2004; Hong, 2006; Yuan and Xu, 2010;
Wang and Guo, 2014)
Oversupply and overstock issues (Mo, 2010;
Wang and Guo, 2014; Hua and Guo, 2012)

Collaborated with multiple small 3PLs to achieve
higher responsiveness (Companies C and E)
Leveraged information technology and ERP
system to enhance supply chain efficiency
(Companies B, C and E)
Used markdowns and online sales campaigns to
clear inventory (Companies A, B, D and E)

Strategic
management

Emergence of different business models (Yi
and Jaffe, 2007; Yu and Ramanathan, 2012;
Hua and Guo, 2012; Zhou, 2010)
New entrepreneurship (Kshetri, 2009; Fung
Business Intelligence Center, 2014; Retail and
Ecommerce, 2016; The Economist, 2013)

Explored various business strategies to adapt
to the changes in external business
environment (Compnaies B and D)
Explored different styles in leadership and
organization culture to promote internal
restructuring (Companies B and D)

Table VII.
Summary of key

transitional actions
taken by the five

FA companies
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external and internal
alignment of the five
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themselves well to capitalize on growing consumer demand by creating their own payment
systems (e.g. Alibaba’s Alipay) and logistical services (e.g. JD.com operates a self-owned
logistics network).

Responses in management component
Compared to the other two dimensions, responses of the five investigated FA firms in
organization management, as shown in Table VI, were not conspicuous. As a remnant of the
country’s planned economic system, many company owners or directors (A, B, D and E)
were prone to have a simple and rigid attitude toward their business, with a single purpose
of maximizing profit through mass production and market capacity expansion. These firms
used to have a sale-driven mindset with a top-down organization structure. Under the new
market dynamism, many firms (B, C, D and E), especially private ones, were eager to try out
new strategies and adjust their business models to strive for success. This finding echoes
the literature reporting the emergence of the mass entrepreneurship (Fung Business
Intelligence Centre, 2014; Retail and Ecommerce, 2016). However, these efforts were mostly
not well planned. Firms adopting a trial-and-error approach, such as Companies B and D,
failed in identifying an appropriate business model resulting in unstable corporate culture
and organization structure. Among the five interviewed companies, only two (C and E)
succeeded to provide incentive for the business structure shift and forge the required
capabilities and culture to align with the restructuring. Interviews and onsite observations
suggested that organizations with top-down leadership (A, B and D) found it difficult to
respond or adapt to the economic changes. This was mainly because innovative thinking
had not been a common trait of middle-level managers in the culture and the institutional
environment of China. As for ground-floor staff, they were unexceptionally required to be
obedient and efficient in implementing orders or decisions made by the higher authority.
In other words, rigid management style with a traditional institutional mindset could
prevent a firm from transforming itself into a flexible and adaptive enterprise during
economic transition. As far as changes in organization management are concerned, it was
observed that most of the investigated firms (A, B and D) had not initiated any. Only two
firms (C and E) had explored feasibility of leveraging other strategies and business models
to adapt to the change. Abridging the findings in Tables IV, V and VI, Table VII
summarizes the transitional actions taken by the five investigated FA firms to respond to
the changes of the external business environment.

External and internal alignment of the five case companies
As shown in Table VIII, dynamic internal alignment was not commonly observed in the five
investigated cases. Under the impacts of the latest economic transition, two companies
demonstrated a considerable amount of overreaction (B and D) or little or no reaction at all
(e.g. firm A). The findings suggested that although some firms had initiated significant
restructuring in one scope (e.g. Firm B and D rolled out different plans to set up diverse
retail channels and invested heavily on marketing), they still suffered from a loss of internal
focus and value due to overreaction to the external change. These two firms faced a series of
financial problems and management challenges during the economic transition. As a result,
Company B’s revenue dropped continuously from RMB9.94 billion to RMB6.62 billion from
2011 to 2014. Company D had exhausted seven rounds of capital investment fund from
investors in expanding its business without a clear focus and reached the point of declaring
bankruptcy at the end of 2014. These findings suggest that without proper alignment
among internal DCM scopes and adequate planning to match recourses and capabilities
with opportunities arising from changes in external business environment, mere act at
tactical level (e.g. jumping onto the bandwagon of opening online store rather than
upgrading product mix) would weaken the competitiveness of a firm in a turbulent market.
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Basically, only two companies (C and E) were able to initiate appropriate internal
restructuring to align with the changing external business environment. Companies C and E
have initiated restructuring in all the three DSM scopes synergistically in response to the
impacts of the economic change. They both seemed to perform better in business in
comparison with the other three firms which had only initiated changes in one or two
dimensions. Company C had an estimated asset value of RMB1 billion with a positive
liquidity and a steady growth rate of 30 percent per year in 2014. Company E was ranked
one of the bestselling brands among all female apparel products in China ( Jiemian.com,
2015). Its online sales reached RMB10 million in 2014.

In short, findings summarized in Table VIII revealed that alignment with the external
changing market situation and among the three DCM scopes was not a common practice of
the five investigated FA companies at the time of investigation. Most firms responded to the
external change only in the retail marketing aspect. Some subsequently introduced changes
in SC operation and then in organization management. However, there was limited effort in
ensuring alignment among the three internal scopes and only a couple of firms succeeded in
doing so. The synergetic internal restructuring of these two firms seemed to have impacted
positively on their performance in comparison with the other three firms. The findings also
suggested that whether a company was able to leverage alignment between its demand and
supply in response to the external situation was closely related to the mindset of the
management. If the senior management of the company could nurture a high level of
consistency in changes among all the three scopes, resources required for the restructuring
would more likely to be allocated. The study also revealed that strategic fit could be realized
incrementally by aligning one or two elements in each dimension at a time instead of trying
to align all elements in one scope in one go. Incremental alignment can also reduce the
possibility of generating negative side effects for the company during the transition. With a
gradual change in a few elements under each dimension, a medium level of alignment can be
achieved which can serve as a stepping stone for the development of a higher level of
alignment in future. For example, Company E started off to align the elements of product
mix and distribution channels in the market management area with the elements of SC
operation and logistics capability in the SCM area. The firm succeeded to link these
restructurings in a synergetic manner to achieve a new scale of development, thereby
consolidating its competitive position in the market. With the above observations, analyses
and conclusions, the research objective of this study is primarily achieved.

Conclusions
This study has put forward a conceptual DCM framework underpinned by the alignment
theory and applied it to explore an industry with dynamic demand uncertainties.
Five representative FA companies in China with different sizes, ownership types, and
business models were selected to investigate how they restructured their internal
capabilities and resources in response to the impacts brought by the country’s economic
changes. The findings of this research corroborate the underpinning alignment theory that
firms with a higher alignment among its demand, supply, and organization management
scopes can achieve better performance.

The strategic alignment concept and measurement tool of the DCM framework offers an
approach for firms to monitor its development process and continuously assess and
improve their internal capabilities in adapting to the changes in the external market
situation. Alignment is a continuous process constantly requiring adjustment due to the
dynamic nature of the external competitive business environment. As such, a firm may
achieve a highly aligned strategic fit at a specific point of time upon internal restructuring.
It should not, however, expect a permanent fit and needs to make adaptive adjustments in
all the three dimensions on a regular basis. Continuous development requires a flexible

225

Chinese
fashion
apparel
industry



control of internal resources and capabilities to cope with sudden changes in the external
market. It is closely related to the management structure and culture of the organization
which can impact on the robustness of the firm in the long run. Outcomes of this study lead
to the following:

• Observation of a DCM alignment in a company in relation to its performance reflects
only the current situation instead of being a verdict on the firm’s long-term achievement.

• A company that is underperforming at present can be in the process of re-adjusting
its strategy and developing the required internal capabilities for achieving the DCM
alignment in the long run.

• Appropriate changes in certain elements in the three dimensions can gradually drive
a misaligned company back to a healthier, more aligned structure with improved
performance.

• The presence of a misalignment or partially aligned condition can lead to a decline in
performance of a firm. This can be regarded as the “cost” incurred frommisalignment
and can be reduced as the situation improves leading to an increase in the
organization’s efficiency.

This study extends the application of the A-I-P-D logic set under the alignment theory to the
SCM field. This endeavor successfully transforms the proposed DCM framework from a
theoretical concept to a practical tool to help evaluate empirically the alignment and
strategic fit of a firm and, potentially, their relationship with firm performance. As the
Chinese FA market is constantly evolving due to globalization, the findings of this study not
only assist the local FA companies in coping with the dynamic uncertainties of the market
demand but also shed light on the future developments of the global FA industry. Besides,
the alignment measurement tool embedded in the proposed DCM framework can help
enhance the chances of business success during implementation.

Like many other exploratory studies, this research suffers from a number of limitations.
Although theoretical stratified sampling had been employed to identify the five cases, each
with a different business model and ownership type, only one case under each stratum was
selected for investigation. Hence, the generalizability of the findings remains to be confirmed
with further studies using a larger sample. In addition, the method of using the A-I-P-D
coding to determine alignment relationships can be further improved. At present, the coding
method is developed using the original four logic sets of the alignment theory. Future
studies on the use of this theory in SCM may assist in identifying additional specific logic
sets that could be more applicable in the business practice. Finally, this study is mainly
exploratory in nature and designed for the purpose of understanding whether the DCM
concept can serve as an appropriate analytical lens to investigate the dynamic business
environment of Chinese FA industry. The actual challenges or issues encountered in
practising the alignment by the FA firms have not been addressed. Future research using
quantitative tools may help validate the applicability of the DCM framework in different
research contexts particularly the relationship between alignment and firm performance.
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Appendix. Example of within-case data analysis (matching interview data with
A-I-P-D logic codes)
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