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Abstract

Small and medium enterprises (SMEs) are important agents of development throughout the world. Promoting a country’s SME
sector plays a crucial role in maintaining high employment and income generation and is therefore critical for achieving
sustainable grow by enhancing SMEs competitiveness. The general objective of this paper is to develop a theoretical frame
work model for garment SMEs competitiveness that supports garment manufacturing small and medium enterprises (SMEs) to
enhance their competitiveness by identifying the possible competitiveness factors. To achieve the presented objectives, a
purposive sample basis on selected garments manufacturing SMEs found at three different clusters in Addis Abeba city
administration is used. The data in this paper are both primary and secondary data. Primary data was collected though
questionnaires, interviews and observations, while secondary data sources referred from company’s documents and several
articles from reputable international journals. Both qualitative and quantitative approaches are used to analyse the collected
data using various statistical programs. The results of the paper found that in garment manufacturing SMEs the main
difficulties faced in performance dimension which is divided into financial performance and non-financial performance are the
lack of collateral, the lack of proven track records, the lack of proper business plans and the need to show good sales turnover
are the major financial performance parameters that deters the competitiveness. The SMEs do not have well established system
to support effective and efficient implementation systems for productivity improvement. Finally the garment manufacturing
SMEs are potentially wasting valuable and scarce resources since they don’t implement productivity improvement tools and
techniques Lack of appropriate machinery and equipment are the main non-financial performance parameter that deters the
competitiveness. To tackle the problems and enhance competitiveness of garment manufacturing firms, a theoretical conceptual
model based on this requirement has been developed and the implementation requires a coordinated and well organized system
among the actors (at macro and micro level) in the value chain. Some of the major problems such as lack of skilled manpower
and infrastructure have to be tackled by the government and private sectors. And the other problems could be approached by
using some modern management philosophies (such as just-in-time manufacturing, business process re-engineering, lean
production) and scientific methods like production planning and control.
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1. Introduction

Small and Medium Enterprises (SMEs) are recognized
across the globe to be important in nurturing entrepreneurial
culture, employment creation, reducing poverty and play a
critical role in the contribution to Gross Domestic Product
(GDP) both in advanced countries as well as developing
countries [1]. However, SMEs are still facing a number of
challenges and constraints which limit their contribution to
economic transformation in African countries [22].

Having understood the significant roles of SMEs, the
Ethiopian government has given due attention to strengthen
SMEs and took a decisive measure for the development of
the sector. As a result of which, the Council of Ministers
approved Regulation N0.201/2011 and re-structured the Fed-
eral Micro and Small Enterprises Development Agency
again to enable the agency achieves its objectives [11].

Small and medium enterprises (SMESs) are one of the prin-
cipal driving forces in economic development. The SMEs
also can generate employment opportunity through diversifi-
cation of economic activities in the economy. However, there
are several factors which must be addressed to ensure com-
petitiveness of SMEs. Based on this fact the general objec-
tive of the paper is to develop a theoretical frame work mod-
el for garment SMEs competitiveness that supports garment
manufacturing small and medium enterprises (SMES) to en-
hance their competitiveness by identifying the possible com-
petitiveness factors in selected garment manufacturing SMEs
in Addis Ababa city administration.

2. Literature Review

2.1. Overview of the Ethiopian SMEs Sector

2.1.1. Definition of SMEs

From the literature review there is no universal definition
for SMEs since the definition depends on who is defining it
and where it is being defined. SMEs can be defined in two
ways: based on the number of employees in an enterprise
and/or the enterprises fixed assets. According to F. D. R. E
council of ministers regulation no. 373/2016" SMEs in Ethi-
opia are defined and classified based on the size of cost of
investment of the firm and its number of employees [10]. For
this study this definition is used to identify SMEs sector from
other sector.

2.1.2. Characteristics of SMEs

Easy of entry, reliance on local resource, family ownership,
small scale operation, labor intensive, adopted technology
and competitive market are among the major characteristics
of MSE. key characteristics of SMEs as follows: personal-
ized management, with little devolution of authority, severe
resource limitations in terms of management, manpower and

finance, reliance on a small number of customers and operat-
ing in limited markets, flat, flexible structures, high innova-
tion potential, reactive, fire-fighting mentality, informal,
dynamic strategies, small scale productions and sales, low
labor productivity and high labour intensity, lack of skilled
labour and strong dependency on unpaid family workers and
inadequate financial resources [14].

Similarly it is outlined that the common characteristics of
SME like small scale operation, labor intensive mode of pro-
duction, low fixed cost, reliance on family labor, use person-
al and informal source of credit, and lack of wage employ-
ment [7].

2.1.3. SMEs Contribution to Economic Development

There are two primary reasons that the garment industry
continues to be the industry that is used to lead developing
countries to the promise of a better tomorrow. The reasons
are the industry continues to be labor intensive, and the bar-
riers to entry are relatively low [7].

Ethiopian government has given special emphasis to the
growth and development of Small and Micro Enterprises and
they are now become the lifeblood of the Ethiopian economy
[25].

The development of the sector in Ethiopia is believed to be
the major source of employment and income generation for a
wider group of the society in general and urban youth in par-
ticular. Citing the source from the Federal Micro and Small
Enterprise Development Agency (FMESDA), the EEA Re-
search Brief noted that a total of seventy thousand five hun-
dred (70500) new MSEs were established in 2011/12 em-
ploying eight hundred six thousand three hundred (806300)
people across the country.

As the contribution of SME sector in every major macroe-
conomic indicator became clearer, particularly with respect
to the role of these enterprises in creation of new jobs, real
GDP growth and development of entrepreneurship, SME
sector became the center of socio-economic policies in Ethi-
opia economies, also causing an acceleration of research in
this area. This is why this paper is conducted to develop a
theoretical model to enhance the competitiveness of the gar-
ment manufacturing SMEs to increase their GDP share.

2.2. The Concept of Competitiveness

Competitiveness of a firm is its capacity to achieve its tar-
gets. These targets are likely to be expressed in a variety of
terms depending on the context. Objective criteria include
return on investment, market share, profit and sales revenue,
while subjective criteria include enhanced reputation with
customers, suppliers, and competitors, and improve quality
of delivered services [19].

Competitiveness of the firm as a result of its market posi-
tion, resource-based theorists do claim that if firms within an


http://www.sciencepg.com/journal/ie

Industrial Engineering

http://www.sciencepg.com/journal/ie

industry are doing well, the reason for this is their core com-
petencies. “Core competencies are the collective learning in
the organization, especially how to coordinate diverse pro-
duction skills and integrate multiple streams of technologies
as explained by the study of Garengo et al. [13].”

Enterprise competitiveness is the ability to sustain a mar-
ket position by, inter alia, supplying quality products on time
and at competitive prices through acquiring the flexibility to
respond quickly to changes in demand and through success-
fully managing product differentiation by building up inno-
vative capacity and an effective marketing system [2].

2.3. SMEs Performance and Competitiveness

A challenge for co-operatives in maintaining consistent
quality in clothing manufacturing is that they lack certain
resources which are important to implementing and for con-
tinuous monitoring of quality practices, these resources as
already indicated include capable sewing machines, available
technology, skilled labour, quality assessment standards, pre
and post quality checks and the sewing process outline [23].

Over the past decade, governments and international do-
nors have increasingly turned their attention from merely
offering financial assistance to providing business develop-
ment services (BDS) for SMEs, recognizing that financial
support alone is not enough for achieving sustained competi-
tiveness. BDS are all types of SME support services, includ-
ing training, consulting, technical and managerial assistance,
marketing, physical infrastructure and policy advocacy [21].

Standards may also positively contribute to the innovation
performance of firms and consequently competitiveness.
Furthermore, even when a certificate has been already ob-
tained, the continuous improvement requirements common
to most used international certifications like 1ISO 9001. Final-
ly, the same adoption of superior quality managerial systems
and operational practices may help firms build technological
capabilities and strengthen their ability to develop and absorb
knowledge and, thus, to implement technological innovations
[3].

Competitiveness of a company is mostly dependent on its
ability to perform well in dimensions such as cost, quality,
delivery, dependability and speed, innovation and flexibility
to adapt itself to variations in demand [4]. While alignment
of the manufacturing function with strategic priorities is core
to competitiveness, the continuous improvement of the man-
ufacturing function plays a very important complimentary
role in the quest of competitiveness in the long run.

Productivity improvement methods into the following cat-
egories: logistics, quality, production engineering and others.
Many firms have tried the tools of quality and productivity
improvements (e. g. Quality Circles, Kaizen, control charts,
etc.) but with limited success in their organizations. They
have observed how these tools work but do not understand
why they work and thus are unable to construct a coherent
system for improvements [10].

2.4. Factores for Compitativenes of SMEs

There are internal and external factors that affect the per-
formance of the firm. Condition of production process, labor,
management, firm level investment, marketing, organiza-
tional structure, firm intellectual property, and firm level
technological capability and effort are typical internal factors.
National infrastructure, trade policies, good governance, po-
litical stability, demand and inflation, national investment,
national systems of innovation, and competition and intellec-
tual property are external influences affecting firm’s perfor-
mance [15].

To transit the high road to competitiveness, firms both
large and small in developing countries have to build and
continuously enhance endogenous capabilities [17]. Ineffec-
tive management is the most significant factors that have
strong impact on the less productivity followed by Outdated
system, Inadequate Monetary and non-Monetary rewards,
Unsafe working conditions and the insufficient and ineffec-
tive coworkers [23].

Several key issues for improving SME competitiveness in
Indonesia; they are human resource, working capital, man-
agement and technological skills. These key factors are im-
portant to improve SME’s business performance. SME busi-
ness network has major contributions to their marketing per-
formance [19].

Since 2001, micro and small enterprises (MSES) in Ethio-
pia have been confronted with several factors that affect their
performance. Major factors include financial problems, lack
of qualified employees, proper financial records, marketing
problems and lack of work premises [26].

Inadequate infrastructure facilities, inadequate finance,
poor managerial and technical skills, and inadequate working
premises were the major challenges to MSEs’ successful
operations followed by marketing problems, low support
from respective institutions, inadequate supply of raw mate-
rials, and regulatory issues [22]. According to Commission
on Legal Empowerment of the study, most MSEs in Ethiopia
face critical constraints both at the operation and start-up
level. Some of these constraints include lack of access to
finance, access to premise, infrastructure, training in entre-
preneurial and management skills, information on business
opportunities, and social and cultural factors particularly
related to deficient entrepreneurial culture and excessive cor-
ruption.

In spite of the enormous importance of the micro and
small enterprise (MSE) sector to the national economy with
regards to job creation and the alleviation of abject poverty
in Ethiopia, the sector is facing financial challenges, which
impeded its role in the economy [27]. Despite Ethiopian
government efforts, it shows that there are a number of bot-
tlenecks to address. These enterprises are still suffering from
lack of initial and working capital, lack of premises, lack of
market and unskilled labor force [6]. One of the leading fac-
tors contributing to the unimpressive growth and perfor-
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mance of the enterprises is limited access to finance [27]. In
a similar way, comparing small and large firms the World
Bank finds that small firms face more challenges in obtain-
ing formal financing than large firms; they are much more
likely to be rejected for loans, and are less likely to have ex-
ternal financing [24].

The above studies conducted shows that SMEs competi-
tiveness is affected by many internal and external factors this
justify that the SMEs are not competitive enough since there
production process is affected by the internal and external
factors and they are not competitive. This is why this study is
conducted. One of the pathways for achieving SMEs com-
petitiveness is through enhanced performance. This study is
purposed to identify factors of competitiveness and develop
comprehensive theoretical model of SMEs competitiveness.

2.5. Measurements of Performance and
Competitiveness

For sustainable growth in highly competitive global mar-
ket, performance measurement has become an essential
component of strategy development by SMEs. Effective per-
formance measurement system plays an important role in

supporting managerial development in the organizations [13].

Performance measurement is defined as the process of quan-
tifying the efficiency and effectiveness of manufacturing
system. Performance of an enterprise is often measured as a
ratio of output to input. It is highly essential that all the fac-
tors, both tangible and intangible, should be included in ana-
lyzing organizations performance [5].

As most small firms are privately held, it is unlikely that

2.6. Sme Competitiveness Conceptual Framework

Level of Education

Working Capital

-

their CEOs will be willing to provide detailed accounting
data on the firm’s performance. Therefore, they suggest the
use of “subjective and self-reporting measures of perfor-
mance.” Performance of an organization relative to its indus-
try standards is termed as its competitiveness [12].

Many excellence models and performance measurement
frameworks, like the Kanji’s business scorecard [17] bal-
anced scorecard (Kaplan and Norton, 1992) and assets, pro-
cesses and performance model [20] have proposed ways for
analysing performance but gaps have been observed between
strategy and performance measures [9]. Recommendation for
taking steps to redesign the current performance measure-
ment systems [14].

Four widely accepted competitive priorities are cost, de-
livery, quality and flexibility. Competitive priorities might be
used as measures of competitiveness (external) and compe-
tence (internal). Organizations should optimize the quali-
ty/price ratio for operational excellence [8]. Advocating for
linking of manufacturing improvement programs and prac-
tices with the competitive priorities of SMEs. Therefore,
competitive priorities will have to be decided very carefully
it will set the direction for adoption of different processes or
management practices by the organization [18].

This is why this study is conducted. Therefore, the result
can be used to increase the competitiveness by looking at all
factors affecting garment manufacturing SMEs competitive-
ness. This study also provides recommendation for govern-
ment to enhance government’s role in supporting SMEs de-
velopment. The recommendation is also addressed to institu-
tion that concern to do research about SMEs and entrepre-
neurship.

Business Performance ]

Level of Innovation ]
—

.

Business Strategy

Figure 1. SME Competitiveness Conceptual Framework. Source: [16].

3. Research Methods

The paper, with the purpose of in-depth analysis of the
garment manufacturing SMEs sector in three different cluster
sites in Addis Abeba city administration uses Purposive
sample base. To achieve the presented purposes primary and

secondary data are collected through questionnaires, inter-
views, observations and documents reviews. Both qualitative
and quantitative approaches are used to analyses the collect-
ed data using various statistical programs. Primary data was
collected though questionnaires, interviews and observations,
while secondary data sources referred from company’s doc-
uments and several articles from reputable international
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journals. A structured questionnaire is used to collect data in
the first phase followed up with interviews and observation
in the second phase to conduct an in-depth investigation into
the research problem.

The next decision in the framework of this research is to
investigate the existing manufacturing performance of the
SMEs. Having analyzed the existing manufacturing perfor-
mance, its shortfalls are identified. Based on identified short-
falls a solution has been proposed by developing a compre-
hensive theoretical frame work model for garment SMEs
competitiveness.

4. Results and Discussion

From literature competitiveness is viewed as a compre-
hensive concept. It can be accessed from the influences up to
the results achieved. Three dimensions that are included in
competitiveness concept are potential dimension, process
dimension, and performance dimension. Potential dimension
consist factors that are needed to develop the business, start-
ed from owner characteristics and company’s characteristics
that are influenced by internal capability and external envi-
ronment. The second dimension named process dimension,

which is consist effective operation strategy and implementa-
tion and effective growth strategy and implementation. The
third dimension is performance dimension which is divided
into financial performance and non-financial performance.
From the three dimensions this paper focuses on perfor-
mance dimension to enhance competitiveness of garment
manufacturing SMEs.

4.1. Assessment of the Performance Dimension
of SMEs

4.1.1. Existing Productivity Measurement Practice
of the Enterprises

The existing productivity measurement practice of the
cause garment manufacturing SMEs, it has been observed
that there is incompleteness in considering all productivity
factors capital, labor, raw materials, machineries, energy and
other utilities used in producing the final product of the firm.
Ignoring one of these factors while measuring productivity of
the entrepreneur, in fact, result in erroneous effect and misdi-
rect the entrepreneur’s productivity improvement effort.

i
Introduction
+  Problem formulation and Gapidentification
+ Researchbrefintroduction
+  Brefingresearch objective

—
Development of comprehensive theoretical
model of SMEs competitiveness

* DMMeeting definedset of criteria

2

Literature review

on competitiveness
* competitivensss measurement and improvemsnt
* overviewof SMEs sector

+ Theoretical and empirical views, concepts and findings

Conclusion and recommendations

¥

Researchmethodology and Selection of sample marmfactiring
SMEs
» Required data availahility

the city administratiorn)
+ Easeofaccessibility for frequentdata collection

+ Representativeness (for gamment mamifacturing SMEs in

¥

Data collection
+  Observation
+  Interview
*  (Questionnaires
+ Document and article review

¥

Qualitative and quartitative approaches
+ Varous statistical programs

» Factors affecting competitiveness , analysis and

and non-financial performance)

s shortfalls areidentified

Imvestigation of the existing manufactming performance,
productivity measurement and improvement practice of SMEs by

*  Productivity measiwrementand improvemsnt system

+  Mamifachwing performance (financial performance

L

Figure 2. Research framework.
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m CAPITAL PRODUCTIVITY

m LABOR PRODUCTIVITY

BOTH LABOR AND CAPITAL
PRODUCTIVITY

Figure 3. Pie Chart illustrating types of existing productivity measurement practice of SMEs.

From the garment SMEs having productivity measurement
culture 60% use capital productivity, 20% used labor produc-
tivity and 20% used both labor and capital productivity for their
productivity measurement practices. But this doesn't show the
overall firm productivity (multi factor productivity), it gives
productivity information only about the labor and capital (partial
productivity), this by itself affects the SMEs productivity since
they doesn't have full information about all the measures.

4.1.2. Existing Productivity Improvement
Techniques of the Enterprises

From literature firms that achieve dramatic improvements
in performance are those that take a systems approach and
make the necessary culture change in their organization in
order to improve their productivity. From literature reviews

87.50%

above several productivity improvement techniques are
available and among them technology based techniques, ma-
terial based techniques, product based techniques, employee
based techniques, task based techniques and management
based techniques for productivity improvement are used to
assess the garment SMEs in the city administration.

From the interview with the entrepreneurs majority of the
respondents have knowledge of productivity improvement
tools through awareness training. The finding is not surpris-
ing since government has been providing productivity
awareness training to the sector through industry develop-
ment office, ETIDI and FeMSEDA. Judging from the
productivity problems still affecting the sector, this may in-
dicate that the productivity campaign is not producing the
desired results and needs improvement.

B TECHNOLOGY BASED TECHNIQUES
B MATERIAL BASED TECHNIQUES

75% B PRODUCT BASED TECHNIQUES
B EMPLOYEE BASED TECHNIQUESTASK
W TASK BASED TECHNIQUES

m MANAGEMENT BASED TECHNIQUES

Figure 4. Pie Chart illustrating productivity improvement techniques.

On the subject of technology based techniques, 87.5% of
respondents mentioned that introduction of new production
line, computer aided pattern design and new machine were
the top technology based techniques used for productivity
improvement. But since all the above productivity improve-
ment techniques requires capital in order to introduce the
SMEs can't implement them as a productivity improvement
techniques since they have capital problem due to collateral
requirement for loan.

On the topic of material based techniques, 87.5% of re-
spondents mentioned that introduction of raw material quali-
ty control and material handling improvement were the top

material based techniques used for productivity improvement.

On the other hand, 75% of respondents showed that invento-
ry control and 50% of respondents showed material reuse
were also material based techniques used for productivity
improvement.

From the analysis of collected questionnaire it is under-
stood that, 100% of respondents mentioned that product
standardization and product reliability were the top product
based techniques used for productivity improvement. But
since there is no standard at national level for garment manu-
facturing, SMEs are not manufacturing according to standard
this in turn reduce their garment product reliability in the
market.

Moreover from the research 100% of respondents men-
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tioned that working conditions improvement was the top
employee based techniques used for productivity improve-
ment. On the other hand, 87.5% of respondents showed that
financial incentive and job evaluation are employee based
techniques used for productivity improvement. Aalmost all
SMEs use financial incentive productivity improvement
techniques by giving financial incentives for best performing
employs. This creates competition between employs. The
other employee based productivity improvement techniques
used by SMEs to enhance their productivity is education and
training of employs and 70% of respondents showed training
and education were employee based techniques used for
productivity improvement respectively.

4.1.3. Top Management Commitment

Results from both interview and observation indicated that
there is poor top management commitment when it comes to
application of productivity improvement techniques. Studies
in the area of productivity improvement adoption indicate
that top management is vital to the success of productivity
improvement techniques. Indeed, the lack of top manage-
ment commitment in productivity improvement techniques
application has been attributed to the low level of awareness
among managers of the existence of these productivity im-
provement techniques, as well as their limited faith in the
usefulness of these tools which result in poor tool implemen-
tation is also the major constraint of the SMEs in the city
administration observed.

4.1.4. Training

From the responses lack of training is the main reason for
the productivity improvement implementation failure. The
entrepreneurs also pointed out that the government agent’s
industry development office and TVET doesn't have enough
competence to give practical skill training. They further stat-
ed that some of their positions remain vacant for long periods
of time because they cannot find skilled manpower to fill the
positions. They also highlighted staff turnover as one of the
reasons for lack of skills as employees tend to migrate to
other organizations leaving them short in manpower hence
rendering them to produce below their set standards.

4.1.5. Machinery and Equipment

Regarding manufacturing machine/equipment utilization
except one garment in all garment SMEs, all machines are
not run all the time because the garment SMEs doesn't have
continuous job order. Since there is no continues production
most of the time machine/equipment are idle. Due to short-
age of working capital, the current political unrest of the
country, shortage of raw materials (resulted from shortage of
hard currency), bureaucracy of developmental bank of Ethi-
opia for loan, market and electric power shortage due to this
they are not producing in accordance with their schedule and
most of the production machines are idle for days or weeks

without any work.

The respondents have also indicated the major reasons for
machine failure, which includes: improper handling of ma-
chines, maintenance problem, depreciation, old machines,
due to improper handling of machines, machine quality prob-
lems, using machine for long period of time without mainte-
nance, electric power fluctuation, and shortage of operator’s
skill, spare parts problem and motion of machines from one
place to another.

According to the interview with the entrepreneurs, absence
of modern machines, tools and equipment’s have hindered
them to produce products in a better quality and much quan-
tity. The regular payment for machines bought by credit
made them lead a subsistence life having no significant im-
provement in their growth. Moreover, respondents replied
that, if new and appropriate technologies obtained, the pres-
ence of them will result in fundamental growth of their busi-
ness and enhance their performance.

4.1.6. Production Processes

The general trend of the production processes are such that
there is no separate sections for cutting/sewing/finishing
rooms exist which is difficult to manage and improper as
utilization of resources. In addition position of departments,
especially in case of warehouses, is not according to a gen-
eral flow leading to extra material handlings and transport. In
cutting sections, accumulations of fabrics are observed, due
to missing correct flow and limited skills of operators for the
spreading and numbering operations. Furthermore intermedi-
ary between cuttings and sewing is missing, where mostly it
is done directly in lines leading to poor utilization of availa-
ble machines and personnel. Besides supplying accessories
with fabrics according to the cut quantities are not done and
all accessories are delivered directly to line generating waste
and errors. Most of the garments SMEs are not using their
production capacities due to raw material shortage.

4.1.7. Quality Improvement

In garment manufacturing SMEs, the quality awareness is
very low. Most of the firms do not even clearly identify their
customers. They produce their products without considering
customer needs/requirements. The production system is tra-
ditional and it is not quality and market-oriented. Hence, the
enterprises should make use of quality control tools for
measuring, prioritizing, and improving their processes.

Quality control system should be implemented to measure
the percentage that deviate from the acceptable in order to
prevent the reoccurrence of a defect garment. Quality control
techniques should include monitoring incoming raw material
quality levels as well as utilizing statistical quality control
methods to reduce garment variability.

Garment SMEs must have quality improvement plan to
improve the productivity where it should include a quality
policy that contains goals and methods to achieve it. They
should implement and maintain a documented quality system
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as a means of ensuring quality. Implementation of the quality
systems, together with an intensive training over the han-

dlings, methods, records and data analysis is necessary for all.

4.2. Conceptual Frame Work

The main components to enhance competitiveness for
garment SMEs are identified based on the research analysis,
intensive literature surveys and previous similar research
works. These are; paradigm shift for radical change, man-
agement commitment, supply chain improvement, intensive
education and training, continuous improvement and im-
proved government support. Based on main components of
competitiveness enhancing method a theoretical model for
the garment SMEs is developed. The proposed theoretical
model has been stated considering the specific nature of the
garment SMEs, present technology, culture, financial ability,
organizational structure and personnel involved.

4.2.1. Paradigms Shift

Paradigm shift is a continuous task that needs consistent
updating to catch up the unprecedented global competition.
An old long traditional industrial working trend has existed
in garment manufacturing SMEs. Through time, individuals
and the firms as a whole have adapted a traditional working
culture. Most of the workers in these firms are not aware of
the competitiveness, performance, productivity, productivity
measurement and improvement tools and techniques of their
firms.

They are not ready to make a change. Similarly, the firms
accept this trend and they do not have vision to change their
firms. Most of the firms are not ready to practice the modern
management philosophies to improve their performance. To
change attitude of both management and employees of the
garment SMEs and enhance competitiveness Paradigm shift
of management and employs attitude is required. Therefore
paradigm shift (for radical change) is required from the gov-
ernment support system, entrepreneurs management com-
mitment and employees attitude.

4.2.2. Management Commitment

Moreover to be competitive, it requires industries to per-
form a continuous improvement of their process, hence con-
tinuous improvement should always be an elusive goal for
garment SMEs in order to improve the performance and
competitiveness in the current market. Management com-
mitments are also required for allocating budgets and re-
sources and monitoring progress. Particularly management
commitment needs to improve regarding training system and
motivational system. The management should give attention
for customers and must recognize that the purpose of all
work and efforts to make improvements are to serve the cus-
tomer better. Therefore, garment manufacturing SMEs shall
focus their manufacturing efforts on the value added activi-
ties.

The identified problems could be approached by using
some modern management philosophies (such as business
process re-engineering, lean production) and scientific meth-
ods like production planning and control etc. In order to im-
plement the modern management philosophies and scientific
methods the SMEs management must be committed. Finally
the government must undertake different package of
measures to support SMEs to improve their management
skills and enable local networks for benchmarking best prac-
tice where SMEs can learn from one another.

4.2.3. Continuous Quality Improvement

Quality has become one of the most important drivers of
the global competition today. Intensifying global competition
and increasing demand for better quality by customers have
caused more and more companies to realize that they will
have to provide high quality product and/or services in order
to successfully compete in the marketplace.

There are many methodologies of continuous improve-
ment. The two that can be adapted to the garment SMEs
condition are kaizen (Continuous improvement) and lean
manufacturing. The frequent decline of garment SMEs in
customer satisfaction due to poor quality could be solved
using this tool.

4.2.4. Improved Government Support

To date, there are government efforts to address the major
performance and productivity problems of the garment
SMEs. But It is noted that there are policy and institutional
constraints such as (i) coordination failures; (ii) lack of en-
forcement; (iii) insufficient policy alignment; and (iv) poor
implementation of government support packages (SMEs
access to technology, capital goods and machinery delivery,
infrastructure, access to credit, market linkage, promotion,
incentives packages, BDS and industry extension supports).
This suggests that horizontal interventions, such as im-
provement of government support, are a key part in address-
ing SMEs performance and productivity. Government’s role
in enhancing SME productivity has to be improved.

In order to solve such problems of the government support
system, several solutions have been proposed as follows: (1)
Technology promotion system, Therefore, the government
must support SMEs access to technology which has high
contribution to productivity improvement.(2) The govern-
ment must improve its current enforcement, support policy
and system. The government must review and dramatically
change the current support system provided for SMEs, The
current support system which is not efficient, effective and
well organized (3) Improving the support provided by gov-
ernment agencies for the garment SMEs like national devel-
opment bank of Ethiopia, quality infrastructures and industry
development office for SMESs (4) Improving the finance
support system, access to credit and working capital problem,
by revising its collateral requirements for bank loan (5) The
government must establish a detailed strategy for SMEs’ (6)


http://www.sciencepg.com/journal/ie

Industrial Engineering

http://www.sciencepg.com/journal/ie

Introducing effective and efficient incentive mechanism, that
privileged that garment SMEs (7) Programs must be expand-
ed to equip SMEs with new and improved management and
business practices methods in production, quality improve-
ment, marketing and productivity improvement; and further
development of technical skills amongst SMEs.

To achieve a higher rate of success the government sup-
port approach has to be systematic and coordinated.

4.2.5. Intensive Education and Training

Ethiopian government is expanding educational institu-
tions such as TVET (Technical and Vocational Education
Training) colleges to fulfill the demand of technical skills by
garment manufacturing firms. This program is encouraging.
But the implementation process is not yet effective. Moreo-
ver, intensive training of the existing staff (top management,
middle management, and shop floor workers) in the sector is
also very essential. Therefore, TVET colleges should focus
on practical training program. The Government must provide
support for leadership and management training.

Training is the critical element for the success of garment

enterprises. It enables the workforce to acquire the skills
needed to improve and maintain the quality and productivity
of the production process. Education and training should be
given in the garment enterprises on continual basis to im-
prove the productivity of workers which enhance SMEs
competitiveness.

4.2.6. Supply Chain Improvement

From the analysis the primary cause of poor quality prod-
ucts in garment enterprises is poor quality fabric. The selec-
tion of suppliers should not solely depend on price but
should mainly focus on quality. In addition, the enterprises
must assess the reputation of the supplier and investigate
supplier manufacturing facilities before sourcing the supplier
and purchase any fabric. The enterprises should frequently
evaluate the quality of products received and provide feed-
back for improvement.

Select the best marketing strategy, to carry out efficient
marketing channels according to consumers’ demands and
Utilize the varied promotion and market activities for en-
hancing marketing linkage.

4.2.7. Coordinated Development Plan for Garment SMEs

Table 1. Coordinated development plan of garment SMEs.

Time span

Sub-sectors Garment SMEs

1) Improve quality, productivity and performance

2) Develop technical skills among SMEs

3) Improve coordination failures among government support agencies

Short term

4) Improve current enforcement system

5) Technology promotion

6) Delivery of capital goods and machinery

1) Review and dramatically change the current support system and support packages

2) Improve support provided by government agencies like development bank of Ethiopia, ETIDI,
TVET, FEMSEDA and industry development office

3) Improve bank collateral requirement

Mid Term

4) Ensure continuous improvement

5) Seating minimum wage

6) Introducing effective and efficient incentive mechanism

7) Provide efficient infrastructure

1) Develop detailed strategy for SMEs

2) Introduce effective and efficient incentive mechanism

3) Improve current enforcement support policy

Long term

4) Review and dramatically change the current support system and support packages

5) Perfect SMEs policy

6) Industry park development for the sub sector

Source: Own work
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Since it is difficult to give solution for all identified problems of garment SMEs at the same time developing a strategy is a
must. The proposed three-step development strategy of the garment SMEs shown on table 1 describes the coordinated devel-
opment plan in short (up to 1 years), medium (up to 2 years) and long (up to 5 years).
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Figure 5. Theoretical frame work model for garment SMEs competitiveness.

5. Conclusion and Recommendation

5.1. Conclusion

In today’s global market, success and survival of manufac-
turing firms demands on competitiveness. Performance is one
of the major determinants that enable manufacturing firms to
compete in the global and local market. So, improving per-
formance can be taken as critical task of a manufacturing firm.
The results obtained from the assessment of garment SMEs
show that they possess low performance since, most of the

performance indicators of the garment SMEs show poor status.

This low performance makes them to face challenges in mar-
ket competition. Therefore, using different methods of produc-
tivity measurement method, productivity improvement tech-
niques, new machinery/equipment technology, improved pro-
duction processes, quality management, training and other
resources in the enterprise can significantly save money and
increase productivity.

10

Increasing performance is one of the most critical goals in
business. If the performance improvement is carefully
planned and executed, the painstaking investment is the ini-
tial cost and effort, and the reward is overwhelming result.
To achieve continuous performance improvement through
the utilization of improvement tools, all barriers that lead to
their implementation failure have to be overcome. Also, un-
like large companies, small companies have limited re-
sources and this act as an implementation barrier.

In order to solve the identified problems of garment SMEs,
several solutions have been proposed as follows, proper uti-
lization of employee, hiring necessary employee based on
human resource planning, conducting training to upgrade
skills of employee and the management staff, preparing job
description for individual employees, creating conducive
working areas, follow up the proper implementation of hu-
man resource management policies, procedures and manuals,
identification and implementation of appropriate productivity
improvement techniques and tools, performance appraisal of
each department and individual employees and Establish
good reward mechanism and welfare system for employees
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on weekly, monthly and yearly base.

It was noted that the general awareness of quality in the
enterprises is low, especially in the shop floor. Therefore,
quality awareness education should be provided to ensure
that employees have a common understanding of the im-
portance of quality. The quality awareness program should
aim to ensure that employees know their roles within the
firm, and build a desired organizational quality culture.

5.2. Recommendation

Based on the findings of this study, it is recommended that:

1) Performance is one of the major determinants of com-
petitiveness. Therefore, the garment SMEs should
manage their performance in organized and sustainable
way so that to compete in the market place.

2) With regard to business factor for SMEs, Ethiopian
government should revise the tight regulation of finan-
cial institutions on collateral requirements so that
SMEs will have equal and fair funding sources like
their large counterparts.

3) To increase the labour productivity in apparel SMEs,
an appropriate recruitment procedure should be created
after job analysis. To achieve positive results motiva-
tion tools such as training, appropriate wage structure
and incentive along with annual productivity linked
bonus can be provided.

4) Currently the garment SMEs in the sub city apply sin-
gle partial productivity indicator (i.e. human productiv-
ity and capital productivity) only. The garment SMEs,
should focus on, total productivity.

5) In order to enhance competitiveness, workers skills
need to be improved in designing, pattern making and
grading as well as marker making and cutting. Hence
upgrading technology and moreover adopting CAD.

6) With regard to technology for manufacturing, Adapt-
ing more efficient new technologies for boosting
productivity of the garment SMEs is recommended
like, modern swing machines.

7) Currently garment SMEs uses disorganized and reac-
tive problem solving approach even though there are
multidimensional productivity factors needing orga-
nized and sustainable productivity improvement pro-
gram. So, the case company is strongly advised to use
the PIM by involving all its employees.

8) Thus to reduce production costs, resource utilization
should improve i.e. wastage of fabrics and accessories,
reworks, quality degree. The study also recommends
that SMEs should establish quality management sys-
tems for overall success of the enterprises productivity.

9) The garment SMEs should follow modern management
practices, adopt flexible manufacturing, kaizen and
lean manufacturing.

10)Therefore, the Ethiopian government should work hard
to bring a paradigm shift at all levels of garment manu-

facturing firms, considering it as one of the develop-
ment strategy tool.
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