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Abstract 
The global nature of today’s competition, no longer between firms but between supply chains 

(SCs), led to a greater attention on SC management issues. SC management has become a 

valuable way to support companies’ competitiveness and innovation, both by reducing 

uncertainty and creating stronger relationships with suppliers and customers.  

Using the lenses of the Global Value Chain analysis, this paper explores the concept of 

upgrading and the role of SC management in the context of the Italian textile and clothing 

industry. By means of seven case studies, we highlight different upgrading trajectories and 

which SC management practices were applied. Moreover, we identify the upgrading paths 

followed by the companies through the last decades. The overall analysis allows us to detect 

differences and commonalities between the seven case studies, thus recognizing the 

contingent variables that influence the upgrading-related choices of the firms. Results show 

that SC management practices appear fundamental not only for efficiency related upgrading 

but for all the forms. Moreover, three groups of companies are identified within our sample, 

each of them characterized by different upgrading paths. In conclusion, exploring the features 

of the three groups, we detect three main variables that affect the upgrading path followed by 

a company: turnover, position in the supply chain and critical success factors.  

 
Keywords: Supply Chain Management, Upgrading, Textile and Clothing Industry 
 
 

 

 



Introduction 

A Supply Chain (SC) is a set of three or more entities (organizations or individuals) directly 

involved in the upstream and/or downstream flows of products, services, finances, and/or 

information from a source to a customer (Mentzer, et al., 2001). 

Within a SC, some of the activities are located inside a single organization’s borders while 

others cross such borders in complex and evolving ways (Ketchen and Hult, 2007). In fact, 

since the 1990s, global production has become much more organizationally fragmented and 

spatially dispersed, a process often associated with economic globalization (e.g., Yeung and 

Coe, 2014). The United Nations Conference on Trade and Development (UNCTAD) 

estimated that almost 80% of international trade is now organized through global production 

networks coordinated by lead firms investing in cross-border productive assets and trading 

inputs and outputs with partners, suppliers, and customers worldwide (UNCTAD, 2013; 

Yeung and Coe, 2014). New developments in production, communication, transportation, and 

information technology have led to increased competition, no longer between firms but 

between different SCs, and thus to the need for all players to formulate new strategies to 

compete successfully. To fulfill this purpose, firms must understand the current competitive 

environment and their position within it (e.g., Duclos et al., 2003; Ketchen and Hult, 2007; 

Frederick and Cassil, 2009). 

The idea that SCs have an evolutionary character and that companies need to continuously 

adapt to a changing external environment has been addressed in the literature from different 

angles. For instance, Williamson (2008) and Fine (2000) focused on the evolution of make-

or-buy decisions; others focused on the dynamic capabilities in managing the SC (e.g., 

Vanpoucke et al., 2014); finally, the institutional isomorphism theory (e.g., Di Maggio and 

Powell, 1983; Sancha et al., 2014) has been used to show how the external evolving context 

affects SC decisions. 

Nevertheless, all these approaches lack in considering the global nature of today’s SCs and in 

providing strategic guidelines to companies. To overcome this gap, in this paper we propose 

the use of the Global Value Chain (GVC) analysis, and its central concept of Upgrading. The 

importance of GVCs is well synthesized by the following sentence “given that production 

processes in many industries have been fragmented and moved around a global scale, GVCs 

have become the world economy’s backbone and central nervous system” (Cattaneo et al., 

2010). 

As a matter of fact, the GVC approach is emerging as a key tool in analyzing the division of 

activities between independent actors of the chain, focusing on the role of global players in 



shaping the development trajectories of such chain, their governance structure and the 

upgrading processes (e.g., Gereffi and Korzeniewicz, 1994; Gereffi, 2005; Gereffi et al., 

2005; De Marchi et al., 2013). 

Upgrading is the process through which the economic actors (countries, firms and workers) 

move from low value activities towards relatively high value activities in the global 

production networks (Gereffi, 2005). This process has been traditionally associated to the 

improvement of a set of firms in a SC stage, often in the same geographical area, in response 

to changes in the SC (e.g., Gereffi 1999; Bair and Gereffi, 2001). 

As the literature on Global Value Chains and upgrading is industry-specific, we decided to 

focus on the textile and clothing industry. This sector has gained a great interest for the GVC 

scholars (e.g., Appelbaum and Gereffi, 1994; Gereffi, 1994; Gereffi, 1997; Gereffi, 1999; 

Bair and Gereffi, 2003; Gereffi and Memedovic, 2003; Abecassis-Moedas, 2006; Frederick 

and Cassil, 2009), because it is one of the world’s largest industries, globally worth over $1 

trillion and it involves practically every country in the world.  

With the advent of sustainability related research, the industry gained even more attention 

given its huge environmental and social impacts. According to the EIPRO study (Tukker, et 

al., 2006), the textile and clothing sector alone is responsible for 2 to 10 % of the European 

lifecycle environmental impacts, reaching the fourth position in the ranking of the products 

with the greatest environmental impact.  

The textile and clothing SCs have undergone tremendous changes in terms of fragmentation 

and global dispersion of the production activities, and concentrating power of brand owners 

and retailers that coordinate and control a myriad of suppliers (e.g., Gereffi, 1999). This is 

proven by the high share of foreign value added in exports textile (28%) and in apparel (25%) 

industries; moreover foreign value added shares in the textile industry are much higher in 

developed than in developing countries, this means that the latter provide much of the semi-

finished inputs used by developed country exporters (UNCTAD, 2013). 

The new competitive landscape (globalization, changes in demands and distribution channels, 

political and regulatory changes and technology) required companies to undertake a process 

of restructuring. The turning point for the restructuring process was the removal of quotas 

planned for 2005. Even if the effects of globalization were already present, still many 

companies were not prepared for a complete liberalization of trade, especially in the Eastern 

Europe states. While manufacturers suffered from the increased global competition, large 

retailers could exploit a global supplier base to keep prices low and still good returns. In 

addition, the financial crisis, started in 2008, hit the textile and clothing industry as a whole, 



with the textile industry experiencing a more significant decline, as intermediate products. In 

the first place, restructuring led to a decline in the number of companies, recognized as the 

largest factor contributing to job losses in the industry. In the second place, restructuring 

implied a downsizing of surviving firms. However, with the recovery of the financial and 

economic situation, companies that survived started to occupy the spaces left by their former 

competitors, thus leading to a consolidation processes at the various stages of the SC. This 

trend is relevant in Europe, but it affects mainly the largest firms, while for smaller firms the 

situation is still uncertain (Scheffer, 2012). 

Such evolving competitive landscape put in great difficulty the manufacturing companies in 

developed countries. These companies have been put under pressure by an increasing 

competition from Far East suppliers and a concentrating power of their customers. Even if the 

majority of these companies has faced reduced margins and many exited the business, a quite 

relevant number is still active and profitable (Bruce et al., 2004). 

Specifically, the Italian textile and clothing industry has faced the negative impacts - spread 

on turnover, imports and exports - caused by the recession. Nevertheless, starting with 2014 

the sector set out a growth, with a positive result on turnover (+2,8% comparing the first 

semester 2015 with the same period on the previous year), and both on imports (+3,4%) and 

export (+3,3%) (SMI - Sistema Moda Italia, 2015). 

In such a context, by means of seven case studies, this paper explored how a set of Northern 

Italian textile manufacturing companies reacted to the above mentioned global shifts and 

upgraded to keep competing on the market. In particular, we focus on the role of SC 

management in supporting the upgrading processes. Our findings show that SC management 

is a key leverage for a firm going through an upgrading process. Moreover, the features 

characterizing the company affect how it behave in terms of upgrading related choices and SC 

management practices supporting them. 

The paper is organized as follows. First, we present the relevant literature on GVC, upgrading 

and the relationship with SC management, highlighting the gaps and formulating our research 

questions. Next, the methodology is presented and a description of the companies involved in 

the study is provided. Finally, we present the results and draw the main conclusions. 

 
Literature review and research questions 

Global SCs have been analyzed from different perspectives and the literature appears quite 

fragmented and focused on various topics separately. For instance, some studies have taken 

into account the geographic dimension of SCs (e.g., Cagliano et al., 2008; Handfield, 1994) 



and others the relational dimension (e.g., Hernández-Espallardo et al., 2010; Motwani et al., 

1998), typically focusing on key suppliers or customers and then dyadic buyer-supplier 

relationships, rather than considering the entire supply chain, which includes many tiers and 

branches. Because of that, “there have been several calls for studies to focus on the entire 

supply network rather than focusing on interactions between isolated pairs of firms” (Pilbeam 

et al., 2012).  

In response to this call, some scholars and institutions have proposed the use of the Global 

Value Chain approach (e.g., Gereffi et al., 2001; Gereffi et al., 2005; Humphrey and Schmitz, 

2000; UNCTAD, 2013). 

The GVC framework has been widely used in the fields of economic development and 

industry-level analysis of patterns of globalization (e.g., Gibbon, 2001; Giuliani et al., 2005; 

Humphrey and Schmitz, 2000). This framework is mainly aimed at understanding the nature 

and the content of the linkages between companies, which overcome the national burdens 

(e.g., De Marchi et al., 2013). There are four main dimensions of analysis of a GVC: i) Input-

Output structure, which encompasses all the activities of the value chain; ii) Geographical 

configuration, which shows where the activities are performed; iii) Institutional context, 

which includes government, non-governmental organizations, but also the rules that govern 

society and the economy; iv) Governance structure (e.g., Bair, 2009; Gereffi & Fernandez-

Stark, 2011). Moreover, as the GVC framework identifies different types of inter-firm 

relationships (i.e., governance typologies) and patterns of upgrading, it has been advocated as 

a powerful tool for improving the SC management discipline (e.g., Abecassis-Moedas, 2006; 

Gereffi and Lee, 2012). The GVC differs from a SC as the former provides a higher-level 

industry view of the input-output processes, while the latter usually refers to how the flows of 

goods and information are managed at the company level and with its suppliers and 

customers. 

The GVC approach allows moving the focus from the single organization to the junctions in 

the production process, which not necessarily are in the same location or regulated by one 

single contractual relation (e.g., Huws, 2008; Frederich, 2010). Obviously choosing the entire 

chain as unit of analysis leads to power and governance issues, as well as to the rising of 

dynamics internal to the chain (Gereffi et al., 2001).   

In this paper, we adopt the GVC framework with a specific focus on the concept of 

upgrading. This concept is based on the idea that firms to remain competitive should innovate, 

in a boarder sense. Nevertheless, the competitive advantage provided by any innovation 

should be relative to the pace of innovation of the competitors (Kaplinsky and Morris, 2001). 



So, only when a firm is able to innovate and increase its own yields it is actually upgrading 

(e.g., Kaplinsky and Readman, 2005; Giuliani et al., 2005; Morrison et al., 2008). 

What makes the concept particularly suitable for this study is that the analysis of upgrading 

trajectories is made within the GVC framework, meaning that upgrading trajectories are 

related to the geographical and relational structure of the GVC.  

More in detail, Gereffi (1999), Kaplinski and Morris (2001) and Humphrey & Schmitz (2002) 

identify four distinct trajectories through which a company at a specific stage of the value 

chain can pursue upgrading: process upgrading; product upgrading; functional upgrading; 

chain upgrading. 

Process upgrading basically deals with improving the efficiency of the processes. This can 

happen within the firm (e.g., lower scrap, inventories, energy consumption) or between firms. 

The literature on SC integration offers many examples of how inter-firm relationships can 

improve efficiency e.g., by means of information sharing to reduce the bullwhip effect, or by 

using just-in-time and vendor managed inventory to reduce inventories (e.g., Frohlich and 

Westbrook, 2001; Tan et al., 1999). Typically, process upgrading should be followed by an 

improvement of the technology (e.g., ICT) and personnel skills (e.g., Schmitz and Knorringa, 

2000). 

Next, product upgrading, relates to the development of new products or to the improvement in 

the quality of existing ones. For instance, in the textile industry this type of upgrading was 

observed in Western firms that over time move from basic products to special, custom-made 

and high quality products for the high-end fashion industries (Fernandez-Stark et al., 2011). 

Companies need to avoid the commodity trap, which means being positioned in a market 

segment where entry barriers have declined and competition on cost has become paramount. 

Moreover, commoditization can also occur when too many companies diversify into a niche. 

To escape the trap, companies have to invest on design and service innovation, as well as 

integrate their activities upstream or downstream and attaining scale economies (Scheffer, 

2012). After that, functional upgrading means to increase competitiveness by reviewing a 

firm’s mix of activities or its positioning along the supply chain. This type of upgrading can 

lead to a change in the degree of vertical integration (e.g., by means of outsourcing or 

insourcing) and the position in the chain occupied by the firm (by shifting upstream or 

downstream). Despite the high number of possible outcomes resulting from this upgrading 

process, the literature identified some typical paths (Gereffi, 1999). These paths usually rely 

on the existence of a smiling curve (Bartlett and Ghoshal, 2000) that pushes companies to 

keep in house or insource the high value-adding activities (typically very upstream or 



downstream, such as design and marketing) and outsource lower value added activities 

(typically manufacturing and assembly). Finally, chain upgrading is related to moving to a 

higher profitable chain leveraging the knowledge developed in the original chain. Recently, 

social upgrading has been added to these original four patterns to include the effects of 

Corporate Social Responsibility initiatives (Gereffi and Lee, 2014). 

As different firms could follow different patterns of upgrading due to different internal 

characteristics but also to different external pressures, our first research question is: 

RQ1: Which are the typologies of upgrading that have been undertaken by Italian companies 

in the textile and clothing sector in the last 15 years?  

Literature on GVC made clear that upgrading is not a single event, but companies follow a 

path, which is a sequence of upgrading processes. For example, while process upgrading can 

be performed in isolation, product upgrading (Gereffi et al., 2001) often requires process 

upgrading (i.e., companies need new processes and technology to make new products). The 

same logic applies to functional upgrading that may require a simultaneous process of product 

and process upgrading, and chain upgrading that, being the most complex upgrading process, 

may require all the previous ones (e.g., Kaplinsky, 2013). Furthermore, companies can move 

from one upgrading typology to another, taking advantage of the know-how developed in the 

previous one. Hence, the second goal of our research naturally arises: 

2. Which recurring paths of upgrading processes can be identified? 

Finally, analysing the entire global value chain, the relationships and upgrading processes, the 

GVC framework could help to overcome some limitations of the SC management literature 

(Gereffi and Lee, 2012). Still, the GVC framework “as is” presents several limitations for the 

SC management field. First, it has been applied mainly at the industry level rather than firm 

level. This means that upgrading is often seen as a process undertaken by all the firms in the 

same geographical area and stage in the chain. Next, in the GVC literature, SC management is 

usually mentioned only as a way to support process upgrading by means of reducing costs 

(e.g., just-in-time is a form of process upgrading). 

Our paper aims instead to redefine the role of SC management in the upgrading processes, 

from just being a set of techniques to reduce costs, to a more developed approach that 

encompasses also the redefinition of the relationships with suppliers and customers and can 

be also aimed to higher flexibility, agility, responsiveness and reduction of risks (e.g., 

Christopher, 2000; Lee, 2004). Moreover, if the firms wants to upgrade its products it may be 

necessary the collaboration and co-design with key suppliers. Similarly, if the product 

upgrading is related to a custom made product, the collaboration with customers becomes 



fundamental (e.g., Dowlatshahi, 1998; Hartley et al., 1997; Petersen et al., 2006). As a 

consequence, our third research question is:  3. How does SC management support upgrading 

processes? 

 
Methodology 

Measures 

Since this study focuses on a contemporary phenomenon not yet thoroughly researched, a 

case-based approach was selected as the most appropriate methodology (Yin, 2009). 

As argued by Voss et al. (2002), the first vital step in designing case research is the definition 

of the conceptual framework. Such a framework explains, either graphically or in a narrative 

form, the main aspects that have to be studied (Miles and Huberman, 1994) and it helps 

researchers to: i) shape the initial research design, ii) measure constructs more accurately, and 

iii) have a firmer empirical grounding for the emergent theory (Voss et al., 2002). The 

development of the research conceptual framework is mainly based on literature review in the 

SC management and GVC fields. The research framework is made of three main constructs 

(Figure 1), each of them explained in the remainder. The company is the unit of analysis and 

for each case we analyzed the upgrading processes and related SC practices. Moreover, in 

order to better interpret our results, we added a set of contingent variables explained below. 

 
Figure 1 – The research framework 

 
Contingent variables: The first construct includes the variables that influence the upgrading-

related decisions of a company, as well as the path of upgrading. GVC literature recognize 

that the main drivers for upgrading are external, like the competitive landscape and the 

opportunities to increase the share of added value (Gereffi et al., 2001; Palpacuer and 

Parisotto, 2003). Although these drivers are suitable to explain major industry-level upgrading 



movements, a higher level of detail is needed to interpret firm level upgrading. Three types of 

variables have been identified: internal, external and critical success factors. The internal 

variables are related to the firm characteristics, while the external ones are linked to the 

competitive forces and the environment outside the company. Since all the cases in this study 

are successful, critical success factors have been added as third category in order to point out 

the importance of the features that allow a firm to succeed in a specific market segment (Brun, 

et al., 2008). Besides the usual factors like cost, quality, service, customization, innovation 

and flexibility, there are other market-specific factors to take into consideration, linked to 

luxury and creative industries: aura, craftsmanship, style and design, country of origin, 

emotional appeal, brand reputation and creation of a lifestyle (Nueno & Quelch, 1998; Brun, 

et al., 2008; Frontier Economics Ltd, 2012). This first element of the framework represent the 

abductive part of the research, because of the fact that the variables influencing upgrading 

decisions have not been identified yet. This is a case of an empirically tested theory requiring 

enrichment (Dubois & Gadde, 2002; Ketokivi & Choi, 2014). 

Upgrading: The key concept in the GVC approach, it includes four types: process, product, 

functional, chain (Gereffi, 1999; Kaplinsky and Morris, 2001; Humphrey & Schmitz, 2002). 

Practices: set of initiatives undertaken by an organization to promote an effective SC, it is a 

multidimensional concept that includes both the upstream and downstream sides of the chain 

(Li et al., 2005). Table 1 is a synthesis of the practices identified in the extant literature on 

SCM and considered in our study. 

 
Table 1 - Review of the practices within Supply Chain Management literature and considered in 
this study.  

Practice Authors 
Collaboration with suppliers Donlon, 1996; Ulsoy, 2003; Chen and Paulrai, 

2004; Li et al., 2005; Li et al., 2006; Koh and 
Demirbag, 2007 

Collaboration with customers Tan et al. 1998; Ulsoy, 2003; Li et al., 2005; Li et 
al., 2006; Koh and Demirbag, 2007 

Integration with suppliers Donlon, 1996; Alvarado and Kotzab, 2001; Frolich 
and Westbrook, 2001; Tan, 2001; Tan et al. 2002; 
Chen and Paulrai, 2004; Min and Mentzer, 2004; Li 
et al., 2005; Li et al., 2006 

Lean practices Donlon, 1996; Frolich and Westbrook, 2001; Tan, 
2001; Tan et al., 2002; Li et al., 2005; Li et al., 
2006; Koh and Demirbag, 2007 

Supply management: 
• Outsourcing/subcontracting vs. 

Vertical integration; 

Donlon, 1996; Alvarado and Kotzab, 2001; Tan et 
al., 2002; Chen and Paulrai, 2004; Koh and 
Demirbag, 2007 



• Global suppliers vs. Local 
suppliers; 

• Supply base reduction vs. 
Multiple sourcing 

 

Data collection 

Cases were chosen based on carefully defined criteria. We identified a set of historic Northern 

Italian textile manufacturing companies that cover different segments of the textile and 

clothing supply chain and that reacted to the above mentioned global shifts and upgraded their 

business to keep competing on the market. The companies were contacted in an attempt to 

gain access. We selected firms fitting specifically defined criteria: medium or great 

dimension, control of many processes, relevant role within the SC and significant upgrading 

initiatives during the last fifteen years. A first run of interviews was conducted between 

October and December 2014; the feedback gained allowed the review of the interview 

protocol, in order to obtain a better fit with our research objectives. The second run happened 

between June and August 2015; during this period, previously conducted interviews were also 

deepened. The selection procedure finally resulted in seven case companies. Tables 2 and 3 

shows companies’ characteristics and their position in the SC. During case studies, data were 

gathered in the field. The methods, instruments, procedures and general rules to be followed 

in carrying out the data collection were included in the case study protocol, obtained by 

synthesising the conceptual framework into semi-structured interviews (the protocol was first 

tested and refined through the use of an additional pilot case study in order to strengthen 

construct validity). The onsite interviews were carried out by two researchers in order to 

increase the reliability of the study, and interviewees included a number of management 

personnel at case companies, e.g. owner, CEO, Marketing and Communication manager, 

Operations manager. 

Supplementary methods of data gathering (i.e., analysis of company documentation and 

website) were also used in order to triangulate the data obtained from the interviews, also 

strengthening the construct validity of our study. The case studies allowed the identification, 

evaluation, and matching of patterns as they emerged from within-case analysis in accordance 

with a theory building approach (Eisenhardt, 1989; Yin, 2009), that prescribes firstly to 

become familiar with each case as a separate entity in order to identify case specific patterns, 

and then to make cross-comparison to identify common patterns.  

 



Table 2 - Information about the case studies 

Case 
Turnover 
(2013) - 

M€ 

# of 
employees Product Business 

Turnover 
National/ 

International 
Critical success factors 

A 1160 3200 
Chemicals for 
fibers and non-
woven 

B2B 20%;80% 

Quality; Service; 
Customization; 

Innovation; Flexibility; 
Brand reputation 

B 250 800 

Man-made yarns 
for hosiery and 
technical textiles B2B 50%; 50% 

Quality; Service; 
Customization; 

Innovation; Flexibility 

C 125 1400 
Fabrics for high-
quality shirt B2B 30%; 70% 

Quality; Service; 
Customization; 
Craftsmanship;  

Style and design; 
Country of origin; 
Brand reputation 

D 66 420 Home textile 
B2B; 
B2C 35%; 65% 

Quality;  Service; 
Customization; 
Craftsmanship;  

Style and design; 
Country of origin; 
Brand reputation 

E 16 80 
Underwear, home 
wear 

B2B; 
B2C 60%; 40% 

Quality; Service; Style 
and design; Brand 

reputation; Emotional 
appeal 

F 16 49 Casual clothing B2C 80%; 20% 

Quality; Service; 
Customization; Style 

and design; Brand 
reputation; Creation of a 

lifestyle 

G 13 71 
Cycling and 
triathlon clothing B2C 25%; 75% 

Quality; Service; 
Customization; Style 

and design; Country of 
origin; Brand 

reputation; Emotional 
appeal; Creation of a 

lifestyle 
 
 
Table 3 – Presence at the different stages of the chain 

Case 

Position in the SC 
Fiber 

Growing/ 
Prod. 

Spinning Weaving Finishing Final 
Product 
Manu-

facturing 

Retail Product 
design 

Branding Quality 
control 

A          
B          
C          
D          
E          
F          
G          

 

 

 



Results 

Research question 1 

First, for each case we have identified the upgrading initiatives undertaken in the last 15 

years. We focused on key events and strategies known by the top management, verifying and 

deepening our knowledge of the initiatives through secondary sources (website, report, press, 

etc.) besides the interviews. Then we attempted to operationalize the upgrading concept 

listing the main initiatives, trying to group them into categories.  Table A1 in the appendix 

reports the results of this analysis. We can observe that the most adopted upgrading initiatives 

are Product and Functional. Process upgrading is somehow less adopted while Chain is 

adopted only in few cases. The limited frequency of the last two upgrading typologies is 

likely related to the innovation dynamics that have characterized the industrial sector in the 

last decades, where investments have been focused more on new products and vertical 

integration to pursue differentiation. 

The mean used to identify and list all the upgrading initiatives is the within case analysis. We 

report hereafter the case of Company B. 

This company is a global leading manufacturer of elastic, covered spandex yarns and the 

exclusive distributor of a renewed yarn brand. Established in the ’70s, Company B now 

counts 3 production plants located in different continents and has about 750 employees in the 

world.  

The company went through several upgrading initiatives in the following categories: process 

(e.g., investments on plants to guarantee the high product quality; investments on process 

efficiency and on renewable sources), product (e.g., new product developments; 

environmentally friendly products), functional (development of owned brands, new plants 

opening in order to insource production activities), and a single case of chain upgrading 

(development of a new bioactive fiber opening up a new market). In the within case analysis 

we also connected upgrading processes with SC management practices, as it will be discussed 

in the third research question. For instance, for company B, the creation of new products 

required the collaboration and information sharing with suppliers. In some cases also the 

collaboration with customers allowed Company B to develop specific products, addressing 

specific market needs. This SC practice supported also the chain upgrading undertaken by the 

company, indeed thanks to the customer feedback Company B was able to develop a 

completely new fiber with an innovative application. 

 

 



Research question 2 

The within case analysis was useful also to accomplish the second objective of this research. 

In particular, the analysis of each case allowed the identification of the upgrading paths 

(Figure 3), i.e. the sequence by which each companies get involved in the different upgrading 

typologies. Besides the distinction among the four typologies, we highlight also the 

periodicity of the upgrading: a continuous investment is a never ending upgrading process, 

then we have periodical events if the company invest periodically in one kind of upgrading, 

while a single event is something radical and unexpected. 

	

	
Figure 3 ‒ Upgrading paths undertaken by the companies 

Proceeding with Company B example, its upgrading path is characterized by continuous 

investments in processes and products, in particular product upgrading entailed more 

significant investments in the last few years. Some functional investments periodically 

supported these two typologies, until the product upgrading became more relevant. A single 

case of chain upgrading was supported by a new product development. 

Looking at Figure 3, some similarities between the case studies can be already identified. This 

is a first step towards a cross-case analysis. There are three groups of companies characterized 

by similar upgrading paths: A and B; C and D; E, F and G. The reasons have to be sought in 

the contingent variables. 

 

 

 



Research question 3 

In order to accomplish the third objective we performed a cross-case analysis. It aimed to 

identify patterns across the various organizations, rearranging the data from a case-by-case 

format to a construct-by-construct format in order to produce a single model that is 

generalizable across the cases. Table 4 shows the links between the SC practices and each 

upgrading form. 

 
Table 4 – Cross-case analysis results 
 

  Process Product Functional Chain 
SC 
Practices 

Collaboration with 
suppliers A; B; C; D; G B; C; D; E; F; G B; C; E; F D; G 

Collaboration with 
customers  A; B; C; D; G C; D; G B; D 

Integration with 
suppliers B; D B; D A; B; C; D D 

Lean practices A; B; C    
Outsourcing   F  
Vertical 
integration  A; C C; D C 

Global suppliers B; F B A; B; F  
Local suppliers C; G C; G C; E G 
Supply base 
reduction B; C B; C; D; E; G   

Multiple sourcing F  F  
 

We can observe that collaborations with suppliers are frequently adopted in all cases. For 

example, company G manages the purchasing activity through direct contacts with its 

suppliers, which are mostly local and establishing long-term partnerships with them. The 

choice of using local suppliers allows the company to reduce stocks thanks to the short 

delivery lead time, while the long term partnerships are the foundation for building trust and 

collaborations (e.g., store inventory in supplier’s warehouse; co-design in new product 

development process). 

Collaborations with customers happen mainly in correspondence to Product and Functional 

upgrading: this makes sense if we consider that also in this industry (like in many others) 

partnership with customers has been mainly operated to favor product design. For example, 

company B has put in place R&D collaborations with its customers in order to create new 

yarns in response to market needs; while company D followed its customers advices and 

created a label aimed at communicating the Made In Italy value. Integration with suppliers is 

adopted in case of Functional upgrading, as we could expect, but it is a useful leverage also 

for the other processes. Limited impact is found concerning lean practices and outsourcing. 

Interesting is the use of local versus global suppliers. For example, company B have adopted 



extensively global suppliers in case of product upgrading. This company chooses the best raw 

materials, so its suppliers are located all over the world. On the contrary, company G have 

leveraged on local suppliers to pursue Product upgrading. These practices have been then 

extended to other upgrading processes: G has relied on local suppliers also for Functional and 

Chain upgrading (e.g., development of design activities and expansion towards triathlon 

products), while B for Process and Functional (e.g., R&D programs aimed at projecting new 

machinery). Moreover, having few suppliers is an important practice only for Product and 

Process upgrading, also for the cases in which companies rely on global suppliers.  

 

Discussion 

The cross-case analysis allowed the identification of commonalities and differences between 

the case studies; this in turn led to a clusterization of the companies. The clearest evidence of 

the presence of different groups is given by the analysis of the upgrading paths. Despite the 

upgrading typologies undertaken by the companies are similar, the examination of the 

sequences reveals different behaviors: 

‒ Companies A and B: continuous investments on processes and products, occasionally 

supported by functional upgrading; chain upgrading very unusual; 

‒ Companies C and D: product and functional upgrading are constant; process upgrading is 

only a support, primarily of product-related initiatives; chain upgrading is seen as an 

opportunity to explore new markets; 

‒ Companies E, F and G: they bet on product improvements in order to engage better their 

customers; process and functional upgrading contribute to this end.   

The identification of groups help to accomplish the last research objective: identify the 

contingent variables. Analyzing the firms’ characteristics in each group made it clear which 

variables influence the upgrading-related behavior: firm size in terms of turnover, position in 

the VC and critical success factors. 

Figure 4 shows the characterization of the seven case studies for turnover and SC position. 



	
Figure 4 ‒ Companies characterization in terms of turnover and SC position 

As regards the critical success factors, looking at Table 2 it can be noticed that there are some 

factors in common to almost all the case studies: Quality; Service; Customization and Brand 

reputation. The factors that distinguish each group are: 

‒ Group 1: Innovation and flexibility; 

‒ Group 2: Craftsmanship and country of origin; 

‒ Group 3: Customer-related factors (like emotional appeal, creation of a lifestyle, etc.). 

The previous consideration allows to assign a name to each group: Innovators; Craftsmen and 

Marketeers for the three groups respectively.  

Table 5 resume the elements characterizing each group. 
Table 5 ‒ Synthesis of groups' characteristics 

Group Critical success 
factors Upgrading paths SCM practices 

Innovators (A;B) Innovation; 
Flexibility 

Product and Process constant; 
Functional as support; Chain 
unusual 

Collaboration with suppliers 
and lean practices (Process); 
Collaboration with customers 
(Product); Integration with 
suppliers and global suppliers 
(Functional) 

Craftsmen (C;D) Craftsmanship; 
Country of origin 

Product and Functional 
constant; Process as support; 
Chain as opportunity 

Collaboration with suppliers 
(Process); Collaboration with 
suppliers and with customers, 
and supply base reduction 
(Product); Collaboration with 
customers, integration with 
suppliers and vertical 
integration (Functional)  

Marketeers (E,F,G) Customer-related Product constant; Process and 
Functional as support 

Collaboration with suppliers 
(Product) 

 

 

 



Conclusions 

Our results show that each company undertook multiple upgrading initiatives (process, 

product, functional and – in some cases – chain upgrading) in the last years. As a matter of 

fact, the low cost and hyper-competition, required a multi-dimensional revision of the 

strategy: moving to higher quality products, innovate, provide higher customization, integrate 

new functions and, at the same time making the production and logistics processes more 

efficient and flexible. Several contributions for SC management and GVC scholars, as well as 

practitioners, could be then drawn. 

Interestingly, SC management is a key leverage in these upgrading. For instance, product 

upgrading (higher quality and customization) requires to establish a tighter relationship with 

high quality suppliers and exchange more information with customers as well. Process 

upgrading is also supported by SC management: revising the production processes (e.g., to 

reduce energy consumption), but also synchronizing flows of goods with suppliers. The case 

of functional upgrading implies that companies integrated new functions, both upstream (to 

control quality) and downstream (to provide more services to customers), again transforming 

their SC. In some cases, chain upgrading has been identified and sometimes completely new 

SCs have been set up.  

Moreover, three groups of companies have been identified, each of them following different 

upgrading paths supported in turn by different SC management practices. The contingent 

variables that distinguish how companies upgrade are related to the size and the position 

within the SC, as well as to the critical success factors that allow firms to differentiate 

themselves from the overall industry. Therefore, we expect that companies with similar size, 

similar SC positioning and similar critical success factors followed the same upgrading path. 

As regard the SC management practices, some of them directly support the upgrading path, 

some appear supportive for each typology of upgrading but not necessarily of the overall path 

(like integration with suppliers), others are more specific to some upgrading typologies and 

strategic objectives (like collaboration with customers, vertical integration, global or local 

suppliers, etc.).  

The implications of our study affect both the academic and the industrial environment. From 

the academic point of view, the research contributes to the GVC literature thanks to the 

operationalization of the upgrading concept. Moreover, it generates insights about the global 

character of modern SCs and about how to manage them through opportune practices that 

help tackling a specific improvement path. In this sense, the research enriches SC 

management literature too. We demonstrated a strict bond between SC management and the 



upgrading paths, opening up huge opportunities to investigate the effect of this relation on 

single firm and on the industries it belongs to. Concerning the industrial implications, our 

results support practitioners in suggesting guidelines related to the selection and 

implementation of SC leverages and practices that match the current or future upgrading 

processes. 

In conclusion, our results support the idea that upgrading is an effective concept for scholars 

and practitioners to analyse jointly the evolution and the strategies of the companies in one 

SC. As a matter of fact, upgrading can be seen as a reaction to changes in the SC, but it is also 

supported by SC practices and, as a final outcome, it transforms the SC. 

As regards the limitations of the research, it is at an exploratory stage so only a limited set of 

companies belonging to the different sub-industries has been considered. Moreover, the set of 

SC practices could be extended to emergent practices like reshoring or sustainability-related. 

Finally, additional quantitative data should be gathered in order to statistically validate our 

framework. 

 
  



Appendix  
 
Table A1 ‒ Detail of the upgrading processes implemented in each case 

Case Initiative 
 

Category 
Upgrading 

Process Product Functional Chain 
A Investments in lower 

impacts processes 
Environmentally friendly 
processes     

New products development New product development     
New product lines Offer expansion     

Sustainable products 
Environmentally friendly 
products     

Companies acquisitions to 
expand the product offer  Acquisition/Participation     
Companies acquisition to 
gain access to new countries Acquisition/Participation     

B Investments on plants to 
guarantee the high product 
quality 

Investment on process 
quality         

Investments on processes 
efficiency and on renewable 
sources 

Environmentally friendly 
processes         

Distribution agreement for a 
new product Distribution agreement         

Ecolabel mark 
Product properties 
communication     

New products development New products development     

New ecological fiber 
Environmentally friendly 
products     

Made-in-Italy label 
Product properties 
communication     

Development of owned 
brands Brand development         

Spinning plant 
Insourcing of production 
activities     

Participation in other 
companies to gain better 
access to markets/countries Acquisition/Participation     
New product development 
for a new market 

New product into new 
market     

C Processes efficiency and 
new techologies 

Investments on process 
efficiency         

Photovoltaic installation 
Environmentally friendly 
processes     

Processes with lower 
environmental impact 

Environmentally friendly 
processes     

Improve quality Improving product quality     
Fabrics analysis lab Improving product quality     
GOTS  and OKEO-TEX 
Certifications 

Product properties 
communication     

100% natural tissue 
Environmentally friendly 
products     

ECOtone product line Offer expansion     

Logistic hub 
Insourcing of value adding 
activities     

New dyeing plant 
Insourcing of production 
activities     



Cotton direct growing 
Insourcing of production 
activities     

New spinning plant 
Insourcing of production 
activities     

Branding and co-design 
with customers 

Insourcing of value adding 
activities         

New society creation in 
energy efficiency industry New market         

Woman collection 
Same product into new 
market     

Accessories collection 
New product into new 
market     

D 
Energy efficiency 

Investments on process 
efficiency     

New technologies (e.g, 
digital printing) 

Investments on new 
technologies     

New product line for 
designers Offer expansion         

OKEO-TEX Certification 
Product properties 
communication     

Improve product quality Improving product quality     
Development of new brands Brand development         
Firm acquisition for the 
products quality Acquisition/Participation     

Finishing firm acquisition 
Insourcing of production 
activities         

Co-design with customers 
Insourcing of value adding 
activities     

Repositioning of a label in 
the man clothing sector 

Same product into new 
market     

New collection for home 
furnishing 

New product into new 
market         

E 
Photovoltaic installation 

Environmentally friendly 
processes     

New sustainable line of 
products 

Environmentally friendly 
products         

New line made of a new 
man-made fiber Offer expansion         
Product quality 
improvements Improving product quality     
New brand acquisition Brand acquisition     

F 
 Photovoltaic installation 

Environmentally friendly 
processes         

Improvement of a supplier 
printing process 

Investments on new 
technologies     

Products made of ecological 
tissue or with ecological 
treatments 

Environmentally friendly 
products     

Product quality 
improvement Improving product quality     

Opening of a brand store 
Insourcing of value adding 
activities         

Brand acquisition Brand acquisition         
Investments on marketing 
activities 

Insourcing of value adding 
activities         

G Introduction of digital 
printing 

Investments on new 
technologies     

New products development New product development     



High quality Improving product quality         
Introduction of a new 
nanotechnology New product development     

Use of recycled materials 
Environmentally friendly 
products         

New product line Offer expansion     
Design, marketing and 
branding skills integration 

Insourcing of value adding 
activities         

Market expansion towards 
triathlon and 
complementary products 

Similar product into new 
market         
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