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Abstract

The purpose of this research is to examine the level of SCM activity, marketing capability, and firm
performance for apparel firms, and to investigate the effect of SCM activities and marketing capabilities for
firm performance improvement. This study surveyed domestic apparel manufacturing brands that distribute
products nationwide. The data was collected through questionnaires sent to managers or executives in large
and middle manufacturing corporations among Korea's listed and registered corporations. The data collection
has been carried out from November 10 until December 11, 2006. The questionnaires were transmitted by
individual visit, fax, and mail. A total of 98 completed responses were returned, three incomplete responses
were discarded. The results were as follows: First, SCM activity was classified into 3 dimensions: structural,
logistical, and technological factor. Three dimensions of marketing capability were identified with
differentiation, cost-leadership, and operational factor. Firm performance was classified into three dimensions:
financial, productivity, and customer satisfaction factor. Second, result of analyzing effects of SCM activities
for firm performance improvement, it was found that the improvement of technological activities affected
acquirement of financial, productivity, and customer satisfaction performs. Structural activities affected factor
of productivity performs. Third, result of analyzing effects of marketing capabilities for firm performance
improvement, improvement of differentiation capabilities affected acquirement of financial, customer
satisfaction performs. And the improvement of operational capability affected acquirement of financial
performs and improvement of cost-leadership capability affected factor of productivity performs.
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1. Introduction numerous competitors, low cost global manufactur-

ing, and rapid technological change. In such an envi-

The apparel industry is characterized by fickle ronment, appare! manufacturers must adopt SCM
consumer preferences, very short product life cycles, (Supply Chain Management) as a new business strat-
*Corresponding author egy to improve competitive advantage. SCM deals
E-mail: jaepark@hanyang.ac.kr with the control of material, information, and finan-
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cial flows, the structural and infra-structural pro-
cesses relating to the transformation of the materials
and the delivery of the products through appropriate
channels to customers so as to maximize customer
value and satisfaction. SCM seeks to enhance com-
petitive advantage by closely integrating the internal
functions within a company(e.g., marketing, product
design, and manufacturing) and effectively linking
them with the external operations of suppliers, cus-
tomers, and other channel members. The benefit of
SCM can be attained through efficient linkage among
various SCM activities, and the linkage should be
focus on the effective construction and operation of
various marketing capabilities for integrated supply
chain. This means that a firm that is pursuing the
effective construction of SCM activities needs to pay
attention to each supply chain members activity and
marketing capability.

Thus, this research examined three issues in SCM
for apparel firm. The first purpose of this study is to
investigate the levels of SCM activities, marketing
capabilities, and firm performances of apparel manu-
facturers. The second purpose is to examine effects
of SCM activity levels for firm performance improve-
ment. And also, to investigate effects of marketing
capability levels for firm performance improvement.

II. Literature Reviews

1. Supply Chain Management Activity and
Marketing Capability

When the researches that focus on the firms> SCM
activities that purport to execute effective SCM are
examined, Ross(1997) points out information and
technology development and application as a strate-
gic tool for SCM, and claims that this tool in turn
enables optimization of performance by forming
organization design and relationship of cooperation.
In other words, cutting edge technologies such as
EDI and POS are important considerations for the
firms’ performance and design of SCM. Tyndall et
al.(1999) emphasizes use of information technology
for the success of SCM. According to him, develop-
ment of the technology that supports SCP(Supply
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Chain Planning) and SCE(Supply Chain Execution)
are crucial to manage information and logistics flow
to the end.

Kim(2000) emphasized CEO’s awareness and sup-
port, degree of information sharing, IT, opinion com-
munication system, exchange of opinion, fault within
the organization and other activity level aspects for
the domestic import/export companies’ effective logis-
tics management when it comes to the SCM activity
factors. Kwak et al.(2002) classifies technological
factors among SCM activities into six main levels;
logistics center operation capability, inventory man-
agement technique, location selection technique, cus-
tomer support technique, degree of logistics mechani-
zation, and customer response technique, to study the
effect on the logistics cost and customer service per-
formance. The research shows that the degree of
logistics mechanization significantly affect decrease
in logistics cost whereas inventory management
technique, location selection technique, and cus-
tomer support technique also significantly influence
while characterized by high ability to explain increased
customer service. Park and Lee(2004) reports that
there are changes depending on the factor for busi-
ness infra support, support for migration to the infor-
mation era and usage factor, factor for support of
SCM service firms’ information migration capability
when it comes to the pursuit of SCM strategy. The
results of the research show that the factors that influ-
ence increased work efficiency are support for busi-
ness infra, support for and use of information
migration, and factor for service support. As for the
factors that influence strengthened partnership are
support for business infra, support for and use of
information migration, operation and support for
SCM, and factor for service support. This result
shows once again that it is necessary to emphasize
the importance of business infra and technology for
information, which are the basic factors for SCM
activities in order to achieve firms’ goals through
SCM.

Lee and Kincade(2003) suggest six aspects of
SCM such as partnership, information technology,
management flexibility, performance measurement,
execution of management, and identification of char-
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acteristics in demand. Among these, information
technology factors related to SCM activities pertain
to degree of communication via computer and degree
of EDI usage whereas management execution factors
are composed of the base activities that manifest
improvement in production system, improvement of
educational contents, and degree of improvement
when it comes to employees’ authority. The level of
SCM activities composed based upon these supply
chain activities manifested statistically significant
difference depending on the firms’ characteristics
that include product’s fashion, delivery of the textile
supplier, relationship between textile supplier and
retailer, relative size of the retailer.

Lee(2001) conducted research on the domestic
apparel firms’ level of adopting SCM, and compared
the degree of adoption by firms’ characteristics(reve-
nue size, product scope) for analysis. Moreover,
QRS, which is one of the logistics management tech-
niques and transport, loading and unloading, storage,
packaging and information on logistics, which are
logistics infra system elements, were subjected to
empirical analysis to study their effect on the logis-
tics performance. To study the degree of SCM adop-
tion and its availability(or non-availability), eight
elements pertaining to the logistics improvement
activities were studied including degree of manage-
ment’s awareness towards SCM and logistics, and
logistics service provider, supplier, degree of strate-
gic alliance with distributors, degree of POS infor-
mation sharing between supplier and distributor,
level of logistics performance measurement(rate of
products delivered on time, rate of orders fulfilled,
share of out-of-stock products, accuracy of invoice
etc.), introduction of bar-coding, degree of EDI adop-
tion, cross-docking, and computer assisted order.

The results of the research show that there is a dif-
ference in the degree of adopting SCM depending on
the size of apparel firms, and product range. Informa-
tion sharing and degree of production plan execution,
which are the technological factors of QR, which is
one of the SCM and logistics management tech-
niques that are executed by .the apparel firms do
influence increased customer service positively. More-
over, information technology, which is one of the sup-
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ply chain activities, significantly influences the
degree of logistics cost reduction. Accordingly, the
research claims that it is critical to develop measures
for maximizing the level of QR technology and
logistics infra system execution for the successful
management strategy innovation of the apparel firms
by adopting SCM and QR technology as a logistics
management technique. As examined above, use of
various SCM activities that support SCM execution
is critical in order for firms to execute effective
SCM. Accordingly, researches should be conducted
to identify the effective relationship between apparel
firms and the components/members of the supply
chain, and to identify the elements of supply chain
activities that are more appropriate for the firms’
characteristics.

When the researches that address marketing capa-
bility amidst the situation of supply chain are exam-
ined, Bowersox and Daugherty(1995) claim that the
firms’ general competition strategy in the supply
chain can be summarized by the strategy of minimiz-
ing production cost, differentiation oriented strategy,
and customer service oriented strategy. According to
them, the firms that execute the strategy to minimize
production cost tend to have centralized internal
decision-making structure in order to maximize the
ability to control production cost. Moreover, these
firms emphasize a system of cooperation whereby
different functions with the firm are unified. In other
words, they are characterized by standardizing offi-
cial rules and procedures. Meanwhile, the firms that
are focused on the strategy of guaranteeing product
quality and optimizing value add centered on differ-
entiation are interested in building and sustaining
relations with the selected outside partners. In other
words, they tend to build a system of cooperation
with outside partners and to increase the level of
information sharing in order to decrease uncertainty
and risk in the market, and to pursue after overall
profitability and quality increase. Lastly, the firms
that are focused on flexibility and customer service
emphasize system of close cooperation with their
partners, and seek integration with the outside suppli-
ers through precise customization of products and
services, and integration with the outside customers.
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The purpose of this strategy is to maximize response
to customer requirements. Therefore, it is character-
ized by the highest level of strategic alliance among
companies. The companies that prioritize this strate-
gic viewpoint tend to pursue after long-term strategic
alliance with the partners in the supply chain.

Next, the research conducted by Kim(2004) who
emphasized the strategic role of the integrated supply
chain, analyzes firms’ company-wide competitive
capability from the point of view of the following
four factors; superior capability in terms of produc-
tion cost, customer service, marketing technology
and differentiation. When the details on each factor is
examined in detail, superior production cost capabil-
ity refers to the ability to compete on low price, abil-
ity to control product quality during product activities,
ability to reduce production cost during process, abil-
ity to secure raw materials steadily, and ability to inno-
vate production process. Meanwhile, customer service
capability refers to the ability to supply products of
consistent quality, ability to supply product fast, abil-
ity to supply product on time, and A/S ability. More-
over, superior marketing technology refers to the
ability to modify design according to the market
demand, ability to change production volume fast,
ability to carry on effective advertising and promo-
tional activities, ability to reach out to broad sales
and distribution channels, ability to control sales and
distribution network, ability to use innovative mar-
keting techniques, and ability to forecast market
growth and change in demand. Lastly, superior dif-
ferentiation refers to the ability to develop new prod-
ucts, ability to supply highly functional and high
quality products, ability to provide diverse set of
product lines, and ability to differentiate brand. The
results of the research prove that the integrated sup-
ply chain play core strategic role in linking these
types of firms’ company-wide competencies into
effective firm performance. In other words, they
emphasize that it is possible to step closer to the
achievement of firm performance by linking with
integrated supply chain instead of merely emphasiz-
ing firms’ marketing capability. Accordingly, firms
need to strive to cultivate the ability needed to develop
effective and appropriate marketing capability and
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the use of marketing because their marketing capa-
bility tends to prolong the firms’ growth and survival
in the market. Therefore, researches are needed to
identify which are the marketing capabilities that are
needed by the domestic apparel firms, which are the
abilities needed to leverage these marketing capabili-
ties, and what is the role of the integrated supply
chain to optimize capability.

2. Firm Performance

Most of SCM studies hold the same view in that
the level of SCM has a positive influence on perfor-
mance outcomes. Armistead and Mapes(1993) indi-
cate that level of management along the supply chain
improves quality and operating performance through
a field study of 38 firms> managers in U.K. Narasim-
han and Jayaram(1998) propose that SCM impacts
customer responsiveness and manufacturing perfor-
mance via the key linkage between sourcing and
degree of manufacturing goal achievement through
empirical validation of key causal linkages in supply
chain. Johnson(1999) shows, through a survey of
industrial equipment distributors, that strategic SCM
results in enhanced economic reward for the firm.
Carter and Narasimhan(1996) suggest that efficient
SCM and purchasing practices may also have a sig-
nificant effect on firm performance. Their study
showed that sales, market share, and market position
are influenced by not only advertising, level of com-
petition, product pricing and positioning, and degree
of innovation in product lines, but also purchasing
factors, thus emphasizing purchasing strategic
impact on firm. Lambert et al.(1999) defines SCM
activity as all of logistics activities needed for satis-
fying customer demand. Meanwhile, McGinnis and
Kohn(1993) emphasize that SCM activity is the
attribute that a firm itself has. This means that the
characteristics and utilization focus of SCM activity
can be different depending on whether the purpose is
to fulfill various customer demands or to improve the
efficiency of a firm itself. When considering that the
fulfillment of customer demands and the improve-
ment of efficiency within a firm are also the funda-
mental benefits of SCM, the above arguments
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stimulate the curiosity on the causal relationship
between the utilization characteristics of SCM activ-
ity and firm performance.

Marketing capabilities are the attributes of a com-
pany that attract customers; they are potential point
of differentiation between company and its competi-
tors. They are not directly controllable by manage-
ment but are outcomes of critical management
decision. Lal.onde and Masters(1994) define a set of
marketing capabilities that describes a firm’s capabil-
ity to satisfy customers including price offered, prod-
uct quality, product line breadth, order fill rate, order
cycle time, order and shipment information, and fre-
quency of delivery. A company’s underlying cost
structure must be low enough to offer a price that is
comparable to the competition, or the products
offered must be higher in value than the competition
so a premium price can be commanded. Product
quality and product line variety must meet or exceed
customer expectations. The company should have
high order fill rate, short order cycle times, accurate
order and shipping information, and frequent deliver-
ies. These marketing capabilities should enable firms
to achieve high customer satisfaction and further
market performance.

ITI. Methods and Procedures
1. Research Purpose
The paper examined three issues in SCM for

apparel firm. The first purpose of this study is to
investigate the levels SCM activities, marketing capa-

Supply chain
management activities

- Structural activity
- Logistical activity
- Technological activity

Marketing
capabilities

- Differentiation capability
- Cost-leadership capability
- Operational capability

bilities, and firm performances of apparel manufac-
turers. The second purpose is to examine effects of
SCM activity levels for firm performance improve-
ment. And also, to investigate effects of marketing
capability levels for firm performance improvement

(Fig. 1).
2. Data Collection and Sample Profile

This study surveyed Korean apparel manufactur-
ing brands that distribute products nationwide. The
data was collected through questionnaires sent to
brand managers or executives in 450 large/middle
manufacturing corporations among Korea’s listed
and registered corporations based on Korea fashion
brand annual, Korea fashion association, and Korean
apparel industry association. The respondents were
supply chain managers, in case where separate orga-

Table 1. The sample profile of fashion firms in Korea

Profiles Frequency %
Under 99 32 33.7
Number of 100~199 18 18.9
employees 200~499 21 22.1
(persons) 500999 18 18.9
1000 over 6 6.3
Below 19,999 28 29.5
20,000~39,999 35 36.8
Sales volume | 44 00 79,999 17 17.9
(mil. $)
80,000 over 11 11.6
Non response 4 4.2
Note. n=95
Firm
performances

- Financial perform
- Productivity perform
- Customer satisfaction perform

Fig. 1. A proposed model of this study.
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nizational entity for SCM did not exist, response was
requested from top-level executive of sale, produc-
tion, or planning department who was responsible for
supply chain police and corporate strategies of the
form.

The data collection has been carried out from
November 10 until December 11, 2006. A total of 98
completed responses were returmned, the analyses
were based on sample of 95 managers or executives.
<Table 1> shows the characteristics of the firms
where the surveyed work for. The are as follows;
33.7% of the firms operate with less than 100 local
employees, taking up the majority of the firms, fol-
lowed by the firms with 200 to 500 employees
(22.1%), firms with 100 to 200 and 500 to 1000
employees(18.9% for each), and firms with at least
1000 employees(6.3%), in the order listed. In the
case of the employees who are working overseas,
27.4% and 23.2% of the firms had at least or less
than 50 employees working overseas, respectively.
Moreover, 49.5% of the firms had local employees
alone. To examine the profile features of subjects of
investigation, in sales volume, under $20 million was
28 firms(29.5%), $20 million through $40 million
was 35 firms(36.8%), $40 million through $80 mul-
lion was 17 firms(17.9%). In number of employees
on respondents, the number of those under 100
employees were 32 firms(33.7%), that those under
100~200 employees were 18 firms(18.9%), that of
those under 200~500 employees were 21 firms
(22.1%), that of those under 500~1000 employees
were 18 firms(18.9%).

<Table 2> shows the results of the production
method chosen by the firms. Most of the firms tend
to supply design and raw materials needed for pro-

Table 2. Production method currently in use

Type of Production Method Frequency %
Self-production 26 109
Production for a fee 67 28.0
CM.T 42 17.6
Promotion 42 17.6
Purchase of finished product 62 25.9

Note. Multiple response: n=239
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duction to their subcontractors, and they in turn focus
merely on production(28.0%), while there are some
(25.9%) that supply design, and select parts of the
raw material supplier and quality level, while sub-
contractor produce and supply according to the
selected standards(25.9%). Moreover, C.M.T(method
whereby design and raw materials are supplied, yet
subsidiary materials such as buttons, pieces of
clothes for holes, are purchased directly by subcon-
tractor to produce and supply: 17.6%), promotion
(method whereby brand plan or product concept
alone are supplied, and subcontractor purchases raw
and subsidiary materials in line with design and plan,
and takes care of production and supply: 17.6%), and
self-production(10.9%) followed in this order.

3. Instrument and Data Analysis

The questionnaire consisted of the questions about
SCM activity levels, marketing capability levels, and
firm performance levels. The responses were scaled
using a 6 point. Six-point scale is used to reduce the
respondents’ tendency to choose interim answers.

Before mailing, the survey instrument was pre-
tested by previous studies(e.g., Carter and Narasim-
han, 1996; Lambert et al., 1999; Lee and Kincade,
2003; Tyndall et al., 1999) and focus group inter-
views to ensure content validity. Some questions
were re-worded to improve validity and reliability.
The questions item about the SCM activity were
derived from prior studies(e.g., Kim, 2000; Kim,
2003; Kwak et al., 2002; Lee and Kincade, 2003).
The level of emphasis on each of 12 twelve variables
was measured by a subjective rating relative to major
industry competitors on a six-point scale. This study
organized 20 variables for the measurement of mar-
keting capability based on the research of Bowersox
and Daugherty(1995), Kwen(2002), Kim(2004), Moore
and Fairhurst(2003). The level of emphasis on each of
20 variables was measured by a subjective rating rel-
ative to major industry competitors on a six-scale-
point scale. And the firm performance items were
adapted from previous literatures(e.g., Carter and
Narasimhan, 1996; Johnson, 1999; Lambett et al., 1999).
All performance described <Table 5> were measured
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by a subjective rating relative to their major industry
competitors on a six-point scale.

The existing researches regarding the interaction of
SCM activity and marketing capability were recog-
nizing for the interrelationship of two variables. But
against the direct relation between two variables, the
actual proof research was not become accomplished.
Also because of the purpose of this research is to
examine effects of SCM activity and marketing capa-
bility for performance improvement, there were not a
necessity for the discussion and the set about the rela-
tionship or an interrelationship of two variables and it
excepted from the analysis. SPSS PC+ for Windows
was used to analyze the data. Factor analysis was con-
ducted for the questions about SCM activities, mar-
keting capabilities, and firm performances as validity
test. Cronbach's alpha was calculated for reliability
coefficient then internal consistency was investigated
for Reliability of questions about SCM activities,
marketing capabilities, and firm performances.

IV. Results and Discussion
1. Factor Analysis

Factor analysis after Varimax rotation of factors

with reliability test results by Cronbach's alpha were
implemented to extract factors from the measures
associated with SCM activity, marketing capability,
and firm performance. From the result of factor anal-
ysis for finding out suitability of the SCM activities
of apparel firms were same as <Table 3>. SCM activ-
ity was classified into three elements; structural,
logistical, technological activity. The total explained
variable was 69.40%, and a reliable coefficient calcu-
lated to find out the internal consistency of each
dimension was .75 through .90, showing the internal
consistency between paragraphs was relatively high.

To explain in detail, Element 1 was called as
“Structural activity’ element. The structural activities
are about the level of training for SCM through top-
level executives, the level of managing of supply
chain members, the level of investment for SCM
through top-level executives, and the level of mea-
suring of partner’s results. Element 2 is a questioning
item on the level of logistics infrastructure, the level
of logistical standardization, the level of integration
of logistics activity, and the level of logistics through
information network, and was called as ‘Logistical
activity’ element. Element 3 was called as “Techno-
logical activity” element. The technological activities
are about the level of Electronic Data Interchange,

Table 3. Supply chain management activity items and result of factor analyses

Factor title & Items Item loading
1. Structural factor

- The level of training for supply chain management through top-level executives .834
- The level of managing of supply chain members 755
- The level of investment for supply chain management through top-level executives 736
- The level of measuring of partner’s results 692
Eigenvalues=3.079 Cumulative %=25.662 Alpha score=2812

2. Logistical factor

- The level of logistics infrastructure 879
- The level of logistical standardization 871
- The level of integration of logistics activity 832
- The level of logistics through information network 611
Eigenvalues=3.008 Cumulative %=50.727 Alpha score=.904

3. Technological factor

- The level of Electronic Data Interchange (EDI) .850
- The level of information sharing through POS system 734
- The level of computerization for ordering process 605
- The level of Effective response system(QR, JIT) 545

Eigenvalues=2.241 Cumulative %=69.400 Alpha score=.751

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization.
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the level of information sharing through POS system,
the level of computerization for ordering process,
and the level of Effective response system(QR, JIT).
From the result of factor analysis for finding out
suitability of the marketing capabilities of apparel
firms were same as <Table 4>, Marketing capability
was classified into three elements; differentiation
cost-leadership, and operational capability. The total
explained variable was 73.68%, and a reliable coeffi-
cient calculated to find out the internal consistency of
each dimension was .91 through .94, showing the
internal consistency between paragraphs was rela-
tively high. To explain in detail, Element 1 was
called as ‘Differentiation capability’ element. The
differentiation capabilities are about the capability to
develop new product, the capability to supply high-
quality service, the capability to develop distinctive
brand, the capability to supply high-quality product,
the capability to offer differentiation of design, the

capability to advertise and promote the product, and
the capability to utilize innovative production tech-
nique. Element 2 is a questioning item on the capa-
bility to compete on price, on-time delivery capability,
the capability to deliver products quickly, volume
flexibility capability, the capability to reduce produc-
tion cost, quality control capability in production
activity, and the capability to procure raw-material
consistently, and was called as ‘Cost-leadership capa-
bility’ element. Element 3 was called as ‘Operational
capability’ element. The operational capabilities are
about the capability to control sales/distribution net-
work, the capability to distribute the product broadly,
the capability to deal with various partner, customi-
zation capability, the capability to offer consistent
quality product, and the capability to forecast market
trend or demand.

As a result of factor analysis for finding out suit-
ability of the firm performance of apparel firms were

Table 4. Marketing capability items and result of factor analyses

Factor title & Items Item loading
1. Differentiation capability

- The capability to develop new product 824
- The capability to supply high-quality service 811
- The capability to develop distinctive brand .800
- The capability to supply high-quality product .788
- The capability to offer differentiation of design 784
- The capability to advertise and promote the product 657
- The capability to utilize innovative production technique 626
Eigenvalues=5.972 Cumulative %=49.861 Alpha score=941

2. Cost-leadership capability

- The capability to compete on price .865
- On-time delivery capability 743
- The capability to deliver products quickly .692
- Volume flexibility capability 610
- The capability to reduce production cost 575
- Quality control capability in production activity 557
- The capability to procure raw-material consistently .502
Eigenvalues=4.666 Cumulative %=53.191 Alpha score=.922

3. Operational capability

- The capability to control sales/distribution network .859
- The capability to distribute the product broadly 767
- The capability to deal with various partner 627
- Customization capability 627
- The capability to offer consistent quality product 567
- The capability to forecast market trend or demand 494

Eigenvalues—=4.098 Cumulative %=73.682 Alpha score=.913

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization.

949
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Table 5. Firm performance items and result of factor analyses

Factor title & Items Item loading
1. Financial perform

- Return on assets 818
- Sales growth 798
- Market share growth .746
- Return on investment 138
- Net profit .700
- Financial liquidity .686
Eigenvalues=4.432 Cumulative %=27.697 Alpha score=.948

2. Productivity perform

- The improvement of flexibility for partner .820
- The reduction of production lead-time for partner .796
- The reduction of production/distribution step 728
- The reduction of delivery lead-time for partner .694
- The accuracy of delivery for partner .629
Eigenvalues=4.210 Cumulative %=54.012 Alpha score=. 916

3. Consumer satisfaction perform

- The reduction degree of product return ratio .808
- The reduction of response time in processing requests for product returns or after-service 770
- The speed of order handling .686
- The reduction of response time in processing requests for product design changes 648
- The accuracy of order processing for customers 594

Eigenvalues=3.658 Cumulative %=76.877 Alpha score=. 883

Extraction Method: Principal Component Analysis. Rotation Method: Varimax with Kaiser Normalization.

same as <Table 5>. Marketing capability was classi-
fied into three elements; financial, productivity, and
consumer satisfaction performance. The total explained
variable was 76.87%, and a reliable coefficient calcu-
lated to find out the internal consistency of each
dimension was .88 through .94, showing the internal
consistency between paragraphs was relatively high.
To explain in detail, Element 1 was called as ‘Finan-
cial performance’ element. The financial perfor-
mances are about the return on assets, sales growth,
market share growth, return on investment, net profit,
and financial liquidity. Element 2 is a questioning
item on the improvement of flexibility for partner,
the reduction of production lead-time for partner, the
reduction of production/distribution step, the reduc-
tion of delivery lead-time for partner, and the accu-
racy of delivery for partner, and was called as
‘Productivity performance’ element. And Element 3
was called as ‘Consumer satisfaction performance’
element. The consumer satisfaction performances are
about the reduction degree of product return ratio, the
reduction of response time in processing requests for

-950—

product returns or after-service, the speed of order
handling, the reduction of response time in process-
ing requests for product design changes, and the
accuracy of order processing for customers.

2. Effects of supply Chain Management Activity
for Performance Improvement

In order to investigate the effect of SCM activity
and marketing capability concern on firm perfor-
mance of apparel firms, regression analysis was con-
ducted. In this analysis, firm performance was a
dependent variable and SCM activity and marketing
capability were used as independent variables. Based
on the results, SCM activity and marketing capability
were significant variables in explaining firm perfor-
mance. In order to investigate the effect of factors of
SCM activity on factors of firm performance of
apparel firms, multiple regression analysis was con-
ducted. In this analysis, firm performance was a
dependent variable and SCM activity was used as
independent variables.



The Effect of Supply Chain Management Activities and Marketing Capabilities on the Performance of Apparel Firms

115

Table 6. Effect of supply chain management activity concern on firm performance

Firm performance Supply chain management activity B F R
. Structural activity .193
Financial perform Logistical activity 073 23.869%** A33
Technological activity 528%**
Structural activity A05%**
Productivity perform Logistical activity -.042 34.269%** .526
Technological activity ATTHRH
Consumer satisfaction Structural activity 309%x
erform Logistical activity -.005 65.056%** .681
perto Technological activity O3 THX
*rkp< 001

Based on the results of <Table 6>, structural, logis-
tical, and technological activity factors of SCM activity
appeared to have statistically significant explanatory
power(R2=.433) in explaining financial perform fac-
tor of firm performance(F=23.86, p<.001). In detail,
technological activity factor of SCM activity(p=.528,
p<.001) was significant variable in explaining finan-
cial perform. Through of this result, it was found that
the improvement of technological activities such as
EDI, information sharing through POS system, com-
puterization for ordering process, and effective
response system affected acquirement of financial
perform; return on assets, sales growth, market share
growth, return on investment, net profit, and finan-
cial liquidity. This result is similar to prior studies
(e.g. Kim, 2003; Park & Lee, 2004).

The next thing, structural, logistical, and techno-
logical activity factors of SCM activity appeared to
have statistically significant explanatory power(R2=
.526) in explaining productivity perform factor of
firm performance(F=34.26, p<.001). In detail, struc-
tural activity factor($=.405, p<.001)and technologi-
cal activity factor(B=.477, p<.001) of SCM activity
were significant variable in explaining productivity
perform. Also, structural, logistical, and technologi-
cal activity factors of SCM activity appeared to have
statistically significant explanatory power(R2=.68l)
in explaining consumer satisfaction perform factor of
firm performance(F=65.05, p<.001). In detail, struc-
tural activity factor(f=.309, p<.001) and technologi-
cal activity factor(B=.637, p<.001) of SCM activity
was significant variable in explaining consumer sat-
isfaction perform.

- 951 -

Through of this result, it was found that the
improvement of structural activity such as training
for SCM through top-level executives, managing of
supply chain members, investment for SCM through
top-level executives, and measuring of partner’s
results and the improvement of technological activi-
ties such as EDI, information sharing through POS
system, computerization for ordering process, and
effective response system affected acquirement of
productivity perform(flexibility for partner, the
reduction of production lead-time for partner, the
reduction of production/distribution step, and the
reduction of delivery lead-time for partner etc.) and
consumer satisfaction perform(the reduction degree
of product return ratio, the reduction of response time
in processing requests for product returns or after-
service, the speed of order handling, and the reduc-
tion of response time in processing requests for prod-
uct design changes etc.). This is alike prior studies
(Kwak et al., 2002; Lee, 2001) which show improve-
ment of structural and technological activity takes
productivity and consumer satisfaction perform.
Above all the results, it was found that the improve-
ment of technological activities affected acquirement
of financial performs, productivity performs, and
customer satisfaction performs. Structural activities
affected the factor of productivity performs.

3. Effects of Marketing Capability for Perfor-
mance Improvement

In order to investigate the effect of factors of mar-
keting capability concern on factors of firm perfor-
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Table 7. Effect of marketing capability on firm performance

Firm performance Marketing capability B F R
Differentiation capability AT4x*
Financial perform Cost-leadership capability -133 28.634%*+ 479
Operational capability .304**
Differentiation capability .051
Productivity perform Cost-leadership capability S501#** 38.346%** 555
Operational capability 239
. . Differentiation capability 473%*
C"“s“m‘;:ff:::n”fac“‘)" Cost-leadership capability 164 48.130%*+ 611
p Operational capability 208

#xp< 01, *++p< 001

mance of apparel firms, multiple regression analysis
was conducted. In this analysis, firm performance
was a dependent variable and marketing capability;
differentiation, cost-leadership, and operational capa-
bility was used as independent variables. Based on
the results of <Table 7>, differentiation, cost-leader-
ship, and operational capability factors of marketing
capability appeared to have statistically significant
explanatory power(R2=.479) in explaining financial
perform factor of firm performance(F=28.63, p<.001).

In detail, differentiation capability(f=.474, p<.01)
and operational capability(p=.394, p<.01) factor of
marketing capability was significant variable in
explaining financial perform. Through of this result,
it was found that the improvement of differentiation
capability such as the capability to develop new
product, to supply high-quality service, to develop
distinctive brand, to supply high-quality product, to
offer differentiation of design, to advertise and pro-
mote the product, and to utilize innovative produc-
tion technique affected acquirement of financial
perform; return on assets, sales growth, market share
growth, return on investment, net profit, and finan-
cial liquidity. And the improvement of operational
capability such as the capability to control sales/dis-
tribution network, to distribute the product broadly,
to deal with various partner, customization capabil-
ity, to offer consistent quality product, and forecast
market trend or demand affected acquirement of
financial perform. This result is similar to prior study
(Moore & Fairhurst, 2003).

The next thing, differentiation, cost-leadership, and
operational capability factors of marketing capability
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appeared to have statistically significant explanatory
power(R2=.555) in explaining productivity perform
factor of firm performance(F=38.34, p<.001). In
detail, cost-leadership capability factor (B=.531,
p<.01)of marketing capability was significant vari-
able in explaining productivity perform. Through of
this result, it was found that the improvement of cost-
leadership capability such as the capability to com-
pete on price, on-time delivery capability, to deliver
products quickly, volume flexibility capability, to
reduce production cost, quality control capability in
production activity, and the capability to procure raw-
material consistently affected acquirement of produc-
tivity perform. Lastly, differentiation, cost-leadership,
and operational capability factors of marketing capa-
bility appeared to have statistically significant
explanatory power(R2=.61 1) in explaining consumer
satisfaction perform factor of firm performance
(F=48.13, p<.001). In detail, differentiation capabil-
ity factor(f=.473, p<.001) of marketing capability
was significant variable in explaining consumer sat-
isfaction perform. So the improvement of differentia-
tion capability such as the capability to develop new
product, to supply high-quality service, to develop
distinctive brand, to supply high-quality product, to
offer differentiation of design, to advertise and pro-
mote the product affected acquirement of consumer
satisfaction perform. This is alike prior studies(Kwen,
2002) which show improvement of firm’s differenti-
ation capability takes consumer satisfaction perform.
Above all the results, it was found that the improve-
ment of differentiation capability affected acquire-
ment of financial performs, and customer satisfaction
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performs. Cost-leadership capability affected the fac-
tor of productivity performs, and operational capabil-
ity affected acquirement of financial performs.

V. Conclusions

This study sought to determine the level of SCM
for apparel firm. According to the results, SCM
activity was classified into three dimensions: struc-
tural, logistical, and technological. Marketing capa-
bility was classified into three dimensions: differen-
tiation, cost-leadership, and operational. Three dimen-
sion of firm performance were identified such as,
financial, productivity, and customer satisfaction. As
aresults of investigate the effect of SCM activity and
marketing capability concern on performance of
apparel firms, SCM activity and marketing capability
were significant variables in explaining performance.
In detail, technological activity factor such as EDI,
information sharing through POS, computerization
for ordering process, and effective response system
of SCM activity was significant variable in explain-
ing financial performs. And structural activity factor
such as training for SCM through top-level execu-
tives, managing of supply chain members, invest-
ment for SCM through top-level executives, and
measuring of partner’s results, and technological
activity factor was significant variable in explaining
productivity perform and consumer satisfaction per-
form. The next things, differentiation capability such
as the capability to develop new product, to supply
high-quality service, to develop distinctive brand, to
supply high-quality product, and to utilize innovative
production technique and operational capability fac-
tor such as the capability to control sales/distribution
network, to deal with various partner, customization
capability, and forecast market trend or demand was
significant variable in explaining financial perform.
The cost-leadership capability factor such as the
capability to compete on price, on-time delivery
capability, to deliver products quickly, to reduce pro-
duction cost, and the capability to procure raw-mate-
rial consistently of marketing capability was significant
variable in explaining productivity perform. And dif-
ferentiation capability factor of marketing capability
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was significant variable in explaining consumer sat-
isfaction perform. The findings of this study would
be helpful for apparel manufacturer to design effec-
tive strategic framework of SCM with their partners,
and to establish practical guidance and enhance more
crucial SCM activities and marketing capabilities
within a firm.

References

Armistead, C. G. & Mapes, J. (1993). The impact of supply
chain integration on operating performance. Logistics
Information Management, 6(4), 9—14.

Bowersox, D. I. & Daugherty, P. J. (1995). Logistics para-
digm: The impact of information technology. Journal
of Business Logistics, 16(1), 65—80.

Carter, J. R. & Narasimhan, R. (1996). Purchasing and sup-
ply management: Future directions and trends. Inferna-
tional Journal of Purchasing and Material Management,
32(4), 20-28.

Johnson, J. L. (1999). Startegic integration in industrial dis-
tribution channels: Managing the inter-firm relationship
as a strategic asset. Journal of the Academy of Market-
ing Science, 27(1), 4—18.

Kim, D. J. (2003). The Problems and reform plans of inte-
grated information management among supply chains.
Journal of International Trade & Management, 5(1),
1-24.

Kim, S. W. (2004). The role of supply chain integration for
firm performance improvement. Korean Academic Soci-
ety of Business Administration, 33(2), 631—653.

Kim, Y. M. (2000). Approach to the factors affecting on the
implementation of supply chain management. Unpub-
lished doctor’s dissertation, University of Chungang,
Seoul.

Kwak, B. S., Kim, K. S., & Kim, K, H. (2002). A study on
the effect of using IT on the supply chain management
performance. Korea Industrial Economics Association,
15(1),291-301.

Kwen, Y. G. (2002). Role of core competency in firm of
Korea pharmaceutical industry. Unpublished master’s
dissertation, Seoul National University, Seoul.

LaLonde, B. J. & Masters, J. M. (1994). Emerging logistics
strategies: Blue print for next century. International
Journal of Physical Distribution and Logistics Man-
agement, 24(7), 35-47.

Lambert, D. M., Emmelhainz, M. A., & Gardner, J. T.
(1999). Building successful logistics partership. Jour-
nal of Business Logistics, 20(1), 165—181.

Lee, Y. S. (2001). Impact of SCM on logistics sub-systems
and logistics performance among the domestic apparel



118 Journal of the Korean Society of Clothing and Textiles

Vol. 31 No. 6, 2007

firms. Unpublished master’s dissertation, University of
Yeonsei, Seoul.

Lee, Y. & Kincade, D. H. (2003). US apparel manufactures’
company characteristic differences based on SCM
activities. Journal of Fashion Marketing and Manage-
ment, 7(1), 31—-48.

McGinnis, M. A. & Kohn, J. W. (1993). Logistics strategy,
organizational environment, and time competitiveness.
Journal of Business Logistics, 14(2), 1-20.

Moore, M. & Fairhurst, A. (2003). Marketing capabilities
and firm performance in fashion retailing. Journal of
Fashion Marketing and Management, 7(4), 386—397.

Narasimhan, R. & Jayaram, J. (1998). Causal linkages in

supply chain management: An exploratory study of
North American manufacturing firm. Decision Science,
29(3), 579-605.

Park, Y. Y. & Lee, J. H. (2004, December). Study on the
performance measurement and success factors of the
supply chain management system. Paper presented at
the meeting of the Korean Society of Logistics, Seoul.

Ross, D. F. (1997). Competing through supply chain man-
agement: Creating market-winning strategies through
SC partnership. London, New York: Chapman & Hall.

Tyndall, G. R., Gopal, C., & Kamauff, J. (1999). Super-
Charging supply chains: New ways to increase value
through global operational excellence. N.Y.: Wiley.

e

ATE AR7IAY TRAE NVEEH oY
%E A% TRAE FNBEH WY A% &g

Z2eAol AR glo] A Ak 9] AT
A UHE IR RIS o2, AR
Hlto s GeR
REE, Y 4, 4

mlm o rd

vlAE G Sohus) 5l BFAALN S
89108 BRAND, wpY
A, AR, TANEO R BF

2e) AT ARA 2APYE B B 0578
A% $EE 63 AR 2HAT W5 49 £7 L PE
sebsty] 93l LR N ARERNS ASRT FIAE
AASIT. FRAE 1HREL T2, B
oJake s, ©)§99), 2GS
elth, FFAE FEREC] YT

gr

9%, G FHRAL At ATATH
qQ) FEUNE T BT FRARETR
S A7t 23, RE MRS £ 5E8 )

A7, SR e o 55E JUA F2E
A8 EA o o] 859, FFA
, AR
71EE, v Y o] YRt
254, 71e4
$-9 gglom BRHAUN, GF 4-»]——\: AT

Aol nA= & 7led EF7tst

g B8 AFAE, A, ZANSAEARE A2 F AN, 72 B FEMe e S

8 2 % AT Y o] 47
4HE 4L F AN, ¥ 859 o
o2 Ve,

e st 4P
e AT, ARGS9 A ATAPIA FFL TR A

Aol mxE

A3E Tl AFAES LS

- 954 -



