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ABSTRACT

The main purpose of this research is to identig/ riiajor problems that challenge companies to
integrate with the channel partners this researsllésigned in order to assess the major factors
which are road blocks for the successful collabaratof channel members. This was done by
taking nine variables from different literatures snpply chain management practices. These
were grouped in to nine parent variables and unekerh category there are 4-7 sub- factors that
can explain the parent factors. The researcher wssnnple random probability (lottery system)
to select its final sample size (35) out of 59 gamtrand textile companies which are located in
Addis Ababa. In order to analyze the collected daRES version 21 was employed. The result
shows that companies which are engaged in produ@hgc items are more affected by order
handling, suppliers, sales persons aodrporate image. On the other hand, garments are
affected by order handling; price and product qtaliThese factors became major challenges
while companies are trying to integrate. In order be competent in the local and the
international market as well, companies are expekdte improve their internal performance.
For instance quality of their products, images bgit company, reducing their lead time,
revising their pricing strategy, reducing turnouwate and managing orders properly are among

the recommendations forwarded by the researcher.

Key words. supply chain integration, garment, textile, ordeankling, product quality, sales
people, price, corporate image
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CHAPTER ONE
INTRODUCTION

Under this chapter the researcher would like toastiee back ground of the study, statement of
the problem, research questions, objectives of ghaly, significance of the study, and
scope/delimitation of the study. These are thecha&ments of the research which outlines the

direction to the whole subsequent chapters.

1.1Back ground of the study

As most of the countries in the world did, Ethiop&s also gone through the cottage and modern
stages of producing different cloths. The histdrynodern textile in Ethiopia dates back to 1939
when Dire Dawa’s Textile mills started its operati@Chauvin, 2010). Even though the cloth
making in Ethiopia has been performed for more tlarcentury, its development and
modernization is still at low stage (Loop, 2003).

Although there is 3 million hectares of land whislsuitable for cotton production, the country
uses only 6-7% of it. (Ethiopia’s Grand Renaissar¥ 2); together with this, the country is
known to be “The water tower of Africa” (Investme@tiide to Ethiopia, 2004) since she has a
very large water bodies at each corner. If theyuaes wisely, the above resources together with
the ideal climatic condition can create consideraigportunity to have competitive edge in the
market. Even if the country is rich in such endowtseof nature, there is still a long journey to
go to stay profitable both in global and local nedsk

In one hand, the local market is flooded with eli#nt cloths that are imported from China.
These products are better in variety and price el @n the other hand, our global presence is
not satisfactory. Based on International trade erenin 2008, out of 129 textile exporting
countries, Ethiopia was ranked i market share. The value of exports in USD waly o
14,612,319 and shares from national exports antbwoarket were 1% and 0.00% respectively
(Admaw, 2010).



Our current performance in the international mankghesses that having resources by itself
doesn't make sense unless these resources (infonmedw materials, capital...) effectively
used throughout the value chain. Different studiesw that supply chain integration and
customer integration have strong impact on conmipetédvantage of a company (Salem, 2012).
Different researchers made various studies ondkildé and garment sector. But the focus of
their study was mostly inward-looking. Especialiypse researches that are under taken locally,
gave due attention to the company’s internal (dperal) performance in relation to their
competitiveness in the global market place. Forngda Performance measurement and
improvement of Ethiopian garment industry by (Rah2010) and Determinants of the
performance of the garment industry in Ethiopiar{iBen, 2008), both tried to recommend

suggestion to problems that are related to the eoyip internal performance.

There are also others whose primary interest wastiftcation of factors that are related to
supply chain integration; nonetheless, the factoese seen in association to producing quality
products (Salem, 2012) or international competitess. Approaches to supply chain logistics
integration in the textile and clothing sector bjafcella et.al, 2007) and the impact of supply
chain practices on the competitive position of &pin textile firms by (Admaw, 2010) raises
the issue of supply chain management practiceseherythe former is too narrow (i.e. logistics)

and the latter ignores the impact on the localarusts.

The purpose of this research is to examine the mpagiblems along the supply chain that hinder
company’s effort to be well integrated with the mwhal members. In such a way that companies
can insure their customers’ satisfaction. The pa® recommends some solutions that have
practical implications on the company’s performance

1.2Problem Statement

In the country like Ethiopia where a great dealuoEmployment is common, we don't have
better option than engaging in to garment and leexsector. The sector is remarkably
characterized by its labor intensive nature. Initeamtul to this, the sector is reliable bridge which
takes the agrarian economy to industrialization r&hiibe country is dreaming to reach. In one

way or the other, the garment and textile sectdhe bottlenecks specially that are associated to
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supply chain integration are handled properlypitld be the back bone of the economy as there

is a promising market where the country can coleténtial hard currency(Chauvin, 2010).

So far different researchers have come up witferdiht researchable issues and attempted to
find out ways that will improve the performancetbé garment/textile sector. All have done
their best to contribute their part for the succebshe entire sub-sector. In addition to the
researchers, the government has also taken thatiweétto promote manufacturing specially
those who are engaged in tannery and textile bssing gives preferential advantage like
offering land for low lease rate, longer grace @envhile investors get loan from Development
Bank of Ethiopia (DBE), raw material (fabric) andea accessories are also allowed to be
imported duty free. Although these attempts ar@deione, our success falls far behind major

exporters of garment items in the world. (Chinangicong, Bangladesh...)(Loop, 2003)

Because this is an industrial development, it neguicontinuous research and strong
governmental commitment in supporting investors. t8e researcher here also tries to answer
the following question. What micro-factors arerthen the supply chain integration which are

prohibiting the success of the companies in theosec

1.3Research Questions
1. What are the major micro factors along the sypphin that affect the smooth flow of
inputs?
2. Among those factors which of them more explatennational and local business?
3. Which micro factors are more important to gartm@mpanies and textile companies?
4. Are there strong relationships among these nfemtors along the supply chain?

5. What should be done on the supply chain systeimprove the flow of inputs?



1.4 Objectives of the study

1.4.1 General objectives
The main objectives of this study is to clearlgntfy the major factors across the supply

chain integration that affect the company’s perfance in the sector and showing their relative

impact in Ethiopian garment/textile sector.

1.4.2 Specific objectives:
After the completion of this study, it will be aliie-

O

Identify the major factors that affect channel grgion in the garment and textile sub-
sector

Show the relative impact of each factor in the gartand textile companies.

Examine certain relationships between the maotofa

Suggest solutions to problems associated to sughaliy value.

1.4 Significance of the study

>

As we hear from different government officials iaic mass media, the government is
promoting the sector since it has crucial roleeweraging the country's economy. So, the
paper will be used in providing valuable informatigbout the sector.

Not only the above bodies, but ultimate customarsalso get garment items in terms
of quality, quantity, time...as per their expectation

More over the study is significant to researcherd academicians since it serves as a
reference in their further studies.

It is also important for new entrants to this inmy$o make sound investment decisions.
Even company managers can sharpen their knowlefigmagor problems that are
associated with supply chain. So that they can esh@p-design) their business

philosophies (policies).



1.5 Scope /delimitation/ of the study

The research raises three basic issues; Ideniiicatf major problems in the supply chain ,
comparison of their relative impact and suggestibpossible solutions. Its coverage is limited
to the garment and textile sector of Ethiopia ledaspecifically in Addis Ababa only. Since
there is time, finance and other constraints, tbsearch will be done by considering the data
which will be gathered from the garment and textdenpanies only. Garment companies are the
middle players between the upstream and downstob@amnels so that more reliable data can be

obtained.



CHAPTER TWO

REVIEW OF RLATED LITERATURE
In this part of the research, various literatunesdiscussed concerning the Ethiopian textile and

garment companies, their establishment and progstsscture as well as the nature of the
garment and textile market. In addition to thisfildons of supply chain management, scope,
kinds of channel integrations, customer satisfactiand industry performance factors are

presented.

2.1. Overview of the textile and garment sector

2.1.1 Establishments and progress of the garment driextile sector in Ethiopia

As most of the countries in the world did, Ethiofias also gone through the cottage and
modern stages of producing different cloths. Ttetdny of modern textile in Ethiopia dates back
to 1939 when Dire Dawa’'s Textile mills started wperation (Chavan, 2010)he first
industrialized garment industry was also introduged 960s with the establishment of Addis
garments. Akaki garment was founded in 1963 folldvby the Adey Ababa yarn co, Gulele
garment and Nazreth garment factory. These garrfaatories have dominated Ethiopia’s
garment sub-sector for the last ten years. A nunatbgrivate garment industries have been
established and currently there are around 64 gdrcwmmpanies (Enterprise map of Ethiopia,
2011). The garment products made mostly constituiéorms, work wears, and knit wear
products like sportswear, under wears, polo shdtts More information is presented in the

annex section “D”.

2.1.2 Structure of the Ethiopian textile sector

The introduction of new economic systems that adieqrivatization and adjustment of
incentives, increases inflow of foreign and donwestvestors into the textile sub-sector (MolT,
2009). Accordingly, private investment in the téxtsector has shown improvements. During
this period, the numbers of both public and privatened medium and large scale operational
textile enterprises has increased from 31 estahbsits in 1991/92 to 64 in 2007/8 (CSA, 2009).
In addition, private enterprises play a significante in enhancing various macroeconomic

variables such as employment generation, totalevaliioutput, value of fixed asset, sales



revenue and per capital output. These elements mmapeoved over the last 10 years. For
instance, the study conducted by China Textile mfan Institute of Construction in 2004,
estimated the share of public enterprises in teritise number of employees; total value outputs
and total sales revenue were 68.99%, 73.63 % ar® Pb, respectively. In recent years, the
public textile enterprises part in the textile istty is gradually declining due to privatization.
The role of the private textiles outpaced the pmuldnterprises in terms of employment
generation and production value added at factor (@admaw , 2010). In Ethiopia the sector is
playing a major role in the strategy of agricultuled economy , as it is closely linked in
backward integration with the agricultural sectoterms of raw material supply (abundant raw
material such as cotton and vertically integratedile industries) and taps into the huge global

textiles and garment market (forward integration).

2.1.3 The nature of the garment market

Due to globalization, its effects in business emwment and due to the specific market nature of
the garment industry including short product lifecle, high volatility, low predictability, and a
high level of impulse purchase, quick response afket industries are facing the greatest
challenges. Hence Ethiopian garment industries fimeimselves in difficult position to be
competitive. Due to the availability of imported i@bse readymade garments that have good

quality, varieties of design and low price, made tbmpetition very stiff.

Moreover due to labor wage increment in developaahtries, the apparel manufacturing has
been migrating from the high wage developed wanldi¢veloping countries. Following these,
different treading menses such as CMT, FOB andsoutcing of the production activity, have
been formed by developed countries. Hence, low waber is one of the competitiveness
advantages of the industry (Mohammed Ziaul Haid@g7). Furthermore due to the US and EU
customers requirement, the Chinese apparel manouéast are under limited restriction of
exporting to these countries which provides morpoofunity for other garment manufacturers.
One of the developing countries’ leading exporteirsapparel Bangladesh success is proper
utilization of the phase out of the export quotastespn and the low wage labor existing
(Mohammed Ziaul Haider, 2007). In addition, differgreferential market accesses have been
available to the industry, by US and EU such as E&BA AGOA (AGOA is a market



opportunity provided by the US government to Sub&Ban African countries to export their
products free from tariff and quota. AGOA came fte& on October 1, 2000 G.C after
President Clinton signed the historic law calledS®A 2000” on May 18, 2000) respectively to
developing countries including Ethiopia which alldmee of quota export to these countries
(Rahel Abebe, 2007).

2.1.4 Ethiopian textile firm’s export market

According to the Ministry of Industry and Trade (&), during the period 2006/7, the value of
Ethiopian textile exports was 11.1 million USD datkr in the two consecutive years increased
to USD 12.6 and 14.6 million respectively. The mdjthiopian textile products include yarn,
woven products and garment. Textile products amochgat take higher share. The average share
for the period 2006/07 to 2008/9 for the textilegucts and garment was 34.65 % and 62.97%,
respectively. The other fact observed in the pen@s the shift in the type of product from
textile to garment. Accordingly, the share of textproducts has reduced from 37.66 % in
2006/07 to 31.24% in 2008/09; while in the sameaggerthe share of garment product has
increased from 59.80 % to 66.20%.

The Ethiopian textile firms export their produatsinly to European and Asian markets. Other
major textile export destinations are the USA anficA. The destination for most of the
products is Europe with average share of 62.96 %hetotal export value of Ethiopian textile
products for the period of 2006/07 to 2008/9. Dgrihe same period, the USA and Asia were
also among the major importers of the Ethiopianileeproducts with respective average share of
20.22 % and 12. 78 % (MOTI, 2009)

2.2. Supply chain management
2.2.1. Definition of supply chain management
SCM mainly aims at virtual integration of organipas’ product, information and financial

flows. Regarding its scope, SCM may encompassithglast interaction among departments up
to the largest global supply chain (Sunil & Mein2006).



Supply Chain Management (SCM) aims at the efficies¢ and operations of supply chain
assets, products, information and cash flows (Suheindl, 2006). According to (Lummus and
Vokurka, 1999), the Supply Chain Council definep@y chain management as a system that
“encompasses every effort involved in producing aadivering a final product, from the
supplier's supplier to the customer's customergeneral, supply chain management includes
managing supply and demand, sourcing raw mateaiadis parts, manufacturing and assembly,
warehousing and inventory tracking, order entry amder management, distribution across all
channels, and delivery to the customers. It ino@afes varieties of costs and participants such
as customers, distributors, manufacturer, supplieterial costs, transportation costs,

manufacturing costs, inventory costs etc.

The objectives of SCM include customer satisfacti@ue addition, long-term profitability and
the achievement of a competitive advantage of tipply chain as a whole. The building blocks
of this management approach focus on managingnr#ton flows, financial resource flows,
and product flows between the various organizattonthe benefit of the supply chain (Cronin
2001, cited in Admaw, 2010). Thus, the governmeas lexpressed commitment and has
facilitated the establishment of Textile IndustryeM@lopment Institute (TIDI) to assist the
developmenof the whole supply chains (MolT, 2009 cited idmaw, 2010). The supply chain
for Ethiopian textile of the Garment/textile sedtoiEthiopia is shown below.

Fig. 1. Model of supply chain in Ethiopian textiéthe Garment/textile sector
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(Source: John Sutton and Nebil Kellow, 2011)



2.2.2 Scope of Supply Chain Management

Supply chain management (SCM) is the term usecdeseribe the management of the flow of
materials, information, and money across the emstgply chain, from suppliers to component
producers to final assemblers to distribution (Wwateses and retailers), and ultimately to the
consumer. SCM also extends to purchasing, distabulogistics, material management for both

supply and demand sides.

The concept of SCM is diverse. According to Crootrale(2000) SCM is a field at the

confluence of many other disciplines such as margefcustomer relationship management,
buying strategies), industrial economics (make+oy;binternational purchasing procurement,
supplier evaluation), operations management (jusiane, Inventory management, production
and distribution planning, transportation managepnémernational business and organizational
management (teams and internal coordination, giatssues, organization and procedure,

partnering and strategic alliance), and informatexhnology.

2.2.3. Channel integration and Customer satisfactio

2.2.3.1 Supply Chain Integration

The theoretical foundation for supply chain inteigracan be traced to the value chain model of
Porter, and specifically, its notion of linkagesccArding to Baharanchi (2009), an integrated
supply chain is linked organizationally and cooeded with information flow, from raw
materials to the on-time delivery of finished protfuto customers. The entire supply chain is
linked by information about anticipated and acti@mnand. There are two interrelated forms of
integration that manufacturers regularly employe Tirst type of integration involves integrating
the forward physical flow of delivery between sup@, manufacturers and customers. The
second type of integration involves the backwatdgration of information technologies and the

flow of data from customers to suppliers.

Chopra et.al (1998) discusses an integrated sughyain needs its dynamics to be considered at
three levels:

10



» Strategic level develops objective and policies for the supplyaich determine its
physical components having a statement of cust@aerice; an organization structure

which would be capable of bridging the gap betwesaous functions.

» Tactical perspective-focus on the means by which the strategic ohjectiay be realized.
» Operational perspectives to focus on the efficient operation of the supgain.
2.2.3.1.1 Upstream and Downstream Integration

Upstream and downstream integration extends theesgbintegration outside the company to
embrace suppliers and customers. More specifiddliy,stage of integration represents more
than a change of focus from product-oriented taaruer-oriented in relation to mutual support

and cooperation.

A review of external supply chain integration lgarre reveals two major areas of emphasis.
They are: (i) Customer integration and (ii) Supiplegration. For supply integration, integration
back down to the suppliers represents a changéiinde away from conflict to cooperation,
starting from product development, the supply ghhguality products, process and specification
change information, technology exchange and desgpport (Baharanchi, 2009). Some
researchers have investigated supply-side integrat different dimensions. Power (2005),
defines supply integration as obtaining frequerltvdges in small lots, using single or dual
sources of supply, evaluating alternative souraeshe basis of quality and delivery instead of
price, and establishing long-term contracts withpdiers. In terms of logistics communication,
this concept could view supply integration as dffec alignment, information sharing and
supplier participation between suppliers and mastufars.

In terms of customer integration, the firm will gtrate deep into the customer organization to
understand the product, culture, market and orgéiniz, so that it can respond rapidly to the
customer's needs and requirements. The importacepd of demand integration is based on the
improvement of demand planning and visibility irpply chains. Without information, sharing
from one end of the supply chain to the other, edous inefficiencies can occur in customer

service (Kastro, 2006).
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2.2.3.1.2 Internal Integration

According to Sweeny et.al (2011), most businessemialy manufacturing based business can
be described in terms of the five functions: buykm store, move and sell. This is what is
referred to as the internal (or micro or intra-firsupply chain. Traditionally these functions
have often been measured, and therefore managea/ation, often working at cross purposes.
This traditional approach is analogous to a reterwith responsibility being passed from one
function to another. SCM means thinking beyonddhbtablished boundaries, strengthening the
linkages between the functions, and finding waystfiem to pull together. A recognition that
“The whole is greater than the sum of the partdlsdar more effective integration between
purchasing and procurement (buy), production plagnand control (make), warehouse
management (store), transport management (movegwsidmer relationship management. The
phrase “internal supply chain” is to describe wanked at breaking down the barriers between
functions within organizations. Asif (2010) alssdisses to support customer requirements at
the lowest total system cost, internal integratr@presents the integration of all internal
functions, from material management to productgaie and distribution. At this stage, the firm
focuses on the internal flow of goods into the argation and on the way out to the customer.
Moreover, internal integration is characterized folf system visibility from distribution to
purchasing, and required integration across funstionder the control of the firm to achieve
customer satisfaction. In practice, it means tipacsl attention must be given to the interface
between functional areas such as procurement, ptiody logistics, marketing, sales and

distribution.

Integrating supply chain business process involveiaborative work between buyers and
suppliers, joint product development, common systemd shared information. According to
Moberg et al (2002), operating an integrated sumbigin requires a continuous information
flow. However, in many companies, management hashiexl the conclusion that optimizing the
product flows cannot be accomplished without immating a process approach to the business.

The key supply chain processes stated by Lambatt(2005) are:

1 Customer relationship management,
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"I Procurement,

1 Product development and commercialization,
1 Manufacturing flow management/support,

"1 Physical distribution,

1 Outsourcing/partnerships,

1 Performance measurement, and

) Collaboration with supply chain partners

2.2.3.2 Customer satisfaction

Today customers are from every corners of the wdhd supply chain strategy should have
focus towards satisfying the customers. WithouisBat customer, the whole exercise of
applying the supply chain strategy could be coatig futile (A. Gunasekaran, C. Patel, and E.
Tirtiroglu, 2001).SCM contributes to reduction of inventoryl gourchasing cost, shortening the
business process, lead-time and sales promotiomiplg time, and enhancing delivery time,
increasing sales revenue and decreasing defeetieg. r

Customer satisfaction is the customer's reactiothé& value received from the purchase or
utilization of the offering. Customer satisfactimpresents the customer's reaction to his or her
perception of the value received as a result ohgusl particular product or service. Thus
customer satisfaction will be influenced by theidsvalue (ideal standard) as well as by the
perceived value of competitive offerings (industngrms, expectations based on use of
competitor products). Thus customer satisfactiomisienced by the perception of the value
delivered as well as by the perception of the valifiered by competition. Today customers are
very diverse; the supply chain strategy should himeeis towards satisfying the customers.
Without satisfied customer, the whole exercise mflyng the supply chain strategy could be

costly and futile (Thomas Gruenberg, 2004).
Given its potential to reduce lead times and totats of operations, increase delivery speed,

responsiveness and flexibility, and ultimately oas¢r satisfaction, supply chain integration

can help to improve the competitiveness of thatileeand clothing (T/C) firms.
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Since the concept of customer satisfaction wasdited by (Cardozo, 1965 cited in Bei and
Chiao, 2001) into marketing field, there has beeérergent definition concerning customer
satisfaction (Bei and Chiao, 2001). For instancdived (1981) proposed that customer
satisfaction is “a total psychological state whaeré is an existed discrepancy between the
emerging emotion and expectation, and such an &pat is a consumer’s feeling anticipated
and accumulated from his or her previous purchadestler and Armstrong (1996) defined
customer satisfaction as “a feeling which resultsnf a process of evaluating what has been
received against what was expected, including tmehase decision itself and the needs and

wants associated with the purchase”.

2.3 Industry Performance Improvement Factors

In order to improve performance effectively, orgaions must identify factors of performance
that should be particularly monitored, which ar¢hei key to success or identify under-
performance. Depending on the type of the industeye are different key performance factors,
where it is impractical to review all possible m@&s of performance in this chapter since it is a
broad topic. Thus important key performance factbet are associated to garment industry are
considered; these are cost, time, productivityilfidity and quality.

2.3.1 Time

In today's business marketplace customers arenplagreater value on delivery time. In
competitive industries, short lead time will di#etiate a company from its competitors, leading
to increase sales. Lead-time begins with the fieseipt of a customer order and ends with
customer receipt of the product or service. Taattitime includes four main components; order
lead times (i.e., the time it takes to processraer), supply lead times (i.e., the time it takes t
purchase item), manufacturing lead time (i.e. ttefers to the time span from material
availability at the first processing operation timpletion at the last operation) and delivery lead

time (i.e. this refers to the time taken to finateipt to the customer).
2.3.2 Product Quality

Product quality is the collection of features ahdracteristics of a product that contribute to its

ability to meet given requirements. There are thwiea/s for describing the overall quality of a
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product. First is the view of the manufacturer, whloprimarily concerned with the design,
engineering, and manufacturing processes involvedabricating the product. Quality is
measured by the degree of conformance to predetedmspecifications and standards, and
deviations from these standards can lead to poalitguand low reliability. Efforts for quality
improvement are aimed at eliminating defects (camepts and subsystems that are out of
conformance), the need for scrap and rework, amdeheverall reductions in production costs.
Second is the view of the consumer or user. Towwoess, a high-quality product is one that
well satisfies their preferences and expectatidimss consideration can include a number of
characteristics, some of which contribute littlenmthing to the functionality of the product but
are significant in providing customer satisfactiénthird view relating to quality is to consider
the product itself as a system and to incorpoitaied characteristics that pertain directly to the
operation and functionality of the product (Kas606 cited in,Salem 2010).

In order to improve competitiveness of a garmedustry and build better reputation amongst
consumers and competitors it is important to mainavel of quality of the garments. Quality
affects all aspects of the organization and hasndtia cost implications. The most obvious
consequence occurs when poor quality creates difssdtcustomers and eventually leads to loss
of business. Effective quality improvements shaelsult in a future stream of benefits, such as:
reduced failure costs, lower appraisal costs, asad market share, increased customer base and
more productive workforce. Improved quality incresgproductivity, hence, many world class

industries use quality as a powerful competitiva.to

There are many aspects of quality in garment ojp@stincluding; quality of garment design,
quality of production, quality of inspections, agdality of sales as well as quality of marketing

of the final product which, is as important as djuality of the garment itself (Rahel, 2010).
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CHAPTER THREE
RESEARCH METHODOLOGY

This chapter describes the methodological procedused to answer the research questions
proposed in Chapter 1. It includes six sectionst)(&esearch Design, (3.2) Target population
Sampling, (3.3) Sample and sampling technique,) (Rdrticipants (3.5) Data source and
instrument (3.6) Variables and measures (3.7) figcles of data Analysis (3.8) Ethical

procedure.

3.1. Research design

This is a descriptive research that tries to exantre relationship between problems along the
supply chain and customers’ satisfaction. Desaemgpdinalysisrefers to statistically describing,
aggregating, and presenting the constructs ofastenr associations between these construct
(Anol Bhattacherjee, 2012). So, quantitative researchgulesmas employed for this study.
Quantitative research involves attaching numberselationships between variables (Hopkins,
2000). Quantitative research uses objective meammts and statistical analysis of data that is

collected from a well-controlled setting.

3.2. Target population

A populationcan be defined as all people or items (ohi&nalysis) with the characteristics that
one wishes to study. The unit of analysis may Iperaon, group, organization, country, object,
or any other entity that you wish to draw scientififerences about (Bhattacherjee, 2012). The
population of this research comprises all 59 gatnf@ectories which are currently working in

Ethiopia.

3.3. Sample and sampling technique

Simple random sampling technique was applied fégcteg sample garment industries. The
sampling technique that was used to draw a sammbe the target population is lottery system.

Lottery system is a type of simple random sampli@ghnique in which a total list of the

population is prepared, enfold each member’'s numb&ame in separate and identical papers,
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and choose randomly until it reaches the targedeapte size 35. This sampling technique was
appropriate since the target population in thiglgtis limited in number. According to Yalew
(2006), if the research is correlation and have ymaembers in the total population, then the
sample size must not be less than 30. On the basiss research, 35 companies was selected

using random sampling system (lottery system).

In order to strengthen the reliability of data ga#d from questionnaires interview was
conducted based on purposively selected five topagers and their companies. To make the
data more reliable three higher officials from Bfhian Textile and Garment Manufacturers
Associations (ETGMA) and three other professionitsm Textile Industry Development
Institute (TIDI) were asked.

3.4 Participants

The respondents were merchandisers and senior er@nago have academic achievements of
diploma and above. These people were selected tiareosition gives them the opportunity to
interact with the external environment more thay afficial in the company. One participant is

taken from each sampled company.

3.5 Data source and Instrument

The main data gathering tool was a well structupeestionnaire. However interviews were also
used in order to check the reliability of the imf@tion collected. To ensure the validity of the
items in the questionnaires, sample questionnaiezs distributed to three colleagues

(M.A holders in business field) to check if themee problems (like spelling, numbering,

order...) that threaten the quality of their resporidereover, four professionals in the sector
took the questionnaire to check if the items aner@griate to measure what is intended by the
researcher. Regarding data source company broghpresious researches and different

publications were used. So, both primary and rs#&xy data sources were used.

3.6 Variables and measures
In this research there are nine independent vasaplactors that affect channel integration) and

six dependent variables (companies which sell ¢odibmestic market, exporters and companies
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which serve both markets. These are grouped incategory and fabric producers, garment
companies and integrated companies in the othegeat). According to Homburg and Rudolph
(2001), channel integration will be evaluated bg tbllowing factors; suppliers, Products, sales
people, product price, relationship, order handlimgrporate image, complaint behavior,

customer loyalty were taken as independent vasable

3.7 Data analysis

The data that were collected form employees thrapugstionnaire were analyzed by the help of
SPSS software version 21. Demographic variabléisbrigy, descriptive statistics, correlation
analysis and ANOVA test were conducted to analyme d¢ollected quantitative data. First,
demographic information about the participants waported. It included the frequency
distribution of demographic variable such as gendge, service year, education, etc. Second,
Cronbach’s alpha was calculated for testing thealgity of the scales used in this study.
Third, descriptive statistics were calculated td gdormation about the means and standard
deviations for each of the variables of interesturth, to answer the research questions,
correlation analysis was conducted. The Corladinalysis was interpreted through checking
the direction and magnitude of each two relatedabées in terms of tha” value. ANOVA was

conducted to check if there is difference betwespmeddent variables due to the factors.

3.8 Ethical procedures

In conducting this research, respondents were ornmé#d in advance that the data collection
process was carried out whenever they were willimgcooperate. In addition to this, any

information collected via the instruments would eelie used for any other purpose other than
its academic intent i.e. the data would be kepifidential. They were also made to know that

before it is publicized, the copy of the researalihgs could be offered.
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CHAPTER FOUR

DATA ANALYSIS AND PRESENTATION

The main purpose of the study is to identify thganéactors that affect channel integration and
searching for solutions that can bring about strbngdage between members in the line. In
order to meet the purpose of the study this chaptesents the data analysis part of the study.
The analysis presentation part is depicted in sesettions. These are (4.1) data sample
information, (4.2) demographic information (4.3) &tevalues of variables (4.4) correlation

analysis, (4.5) ANOVA (4.6) results. These will fmesented as follows.

4.1. Respondents’ profile

A total of 30 questionnaires were distributed toptagees of medium sized companies.
According to UNIDO (2002) survey medium sized comipa have 200-400 employees and have
also small to medium range of products. Twenty muestionnaires were returned, out of which
two were discarded because of missing data. Theretbe numbers of usable questionnaires

were four and as a result the response rate wé&%e36.

4.2 Demographic Information of the Respondents
Table:1 Frequency table of respondents’ age and sex

Values Frequency Percent
18-19 14 53.8
Age 30-3P 8 30.8
40-60 15.4
Total 26 100.0
Male Se 14 46.2
Female 12 53.8
Total 26 100.0

As you can see in the above table, the questiosmaiere distributed to 26 individuals. Out of
these, 14(53.8%) were in the age between 18-2984Bd%) of the respondents’ age falls
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between 30 and 39. The rest 4 (15.4%) answeredhbatage is between 40 and 60. Among
these respondents the majority (53.8%) were fenaldghe remaining 12(46.2%) were male.

Table: 2 Academic status and position of respondesit

Demographic variables Frequency Percent
Diploma 8 30.8
First degree 12 46.2
Academic Sedalegree ;’ l?;'
status Above setdegree '
Total 26 100.0
8 30.8
Investor
General manager 8 30.8
Position Marketing manager 4 15.4
Commercial Manager
6 23.1
Sales
Total 26 100.0

Regarding the academic achievements of the resptsdmost of the professionals have first
degree. This accounts about 14(53%) of the totgpaedents. There are also second degree
holders that constitutes 4(15.4%).0Other than thibsee are 8(30%) who are diploma graduates.

When we look at the respondents’ current statugheir organization, there are 2(7.7%)
investors, 8(30%) general managers, 6(23.1%) matkehanagers and 8 (30%) sales persons.
This profile of the respondents helps the researtthéave the diversified view of the subject

matter of the study.

Concerning the respondents year of service, 18%pBof the participants served the sector for
less than 3 years. And 10(38.5%) of the employee® lthe experience that lies between 5-10
years. There are only two participants who stayethe sector for more than 10 years. This
realizes that there is high employee instability.
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Table: 3 Respondents’ Service year

Variables Frequency Percent
Below three years 16 | 61.5
Service years 5-taxs 30.8
11-20 years 7.7
Total 26| 100.0

Among the 26 respondents only 2 produces fabrie fajority (61.5%) of the responding
companies deliver sewing service only. which mdhas these are garment companies. Around
8(30.8%) of the companies are engaged in produmitig fabric and garment items. With regard
to the type of market they serve, 8 of the comaaféer their product to the local market. Only

2 companies send their product to the foreign ntatk@vever, there arel6 companies that do

business in both markets.

Table: 4 Product type and market served

Variables Frequency Percent
Fabric| 2 7.7
Product type Garmeni4 53.8
Both| 10 38.5
Total | 26 100
Customers
Local buyerg 6 23.1
Foreign customers8 30.8
Both | 12 46.2
Total 26 100.0

21



4.3 Reliability test

Cronbach’s alphas were calculated to examine trabilgy of all the items (51) each variable of
the study. The nine variables in the study werep8ens, sales persons, product quality, pricing,
relationship, order handling, complain, loyaltyrmorate image. Under each variable there are

five up to seven items were presented and theinlézrch’s alpha became 0.798.

Usually, reliability coefficients should be at l€ag¥0’ and the higher the better (Fankel and
Wallen 1996, p 163). Furthermore, as suggested oyrabill (1979), if scale item were to

exhibit an item-to- total correlation of 0.25 ossethe item should not be included in further
analysis. All items used in this study have gre#itan 0.25 an item total correlation (Appendix
A, B and C). Reliability coefficient for items iraeh variable (Cronbach’s alpha) is also greater

than 0.7 which showed higher reliability of thenite used in measurement of the variables.

Table: 5 Reliability statistics result

Cronbach’s Alpha N of Item

.798 51

4.4 Mean values of variables

The means of the factors; suppliers, Sales, Ptagladity, pricing, relationship, order handling,
corporate image, loyalty and complaint were caklaalaand presented in Table 6. From this
table, it can be noted that, the means scoresl okagbbles are above the midpoint (3) of the
scale. The highest mean score recorded was for aelated factors (M=3.90) while the lowest

score was recorded for supplier related factors38).
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Table 6: Mean values of parent factors

Descriptive Statistics

N Mean Std.
Deviation

Mean of supplier 26 3.08 .552
related factors
Mean of sales related 26 3.13 1.116}
factors
Mean of product 26 3.47 .625
quality factors
Mean of pricing relate 26 3.74 551
Mean of relationship 26 3.31 443
related factors
Mean of order related 26 3.90 .829
factors
Mean of corporate 26 3.47 .899
image related factors
Mean of loyalty relateg 26 3.50 707
factors
Mean of complain 26 2.82 787
related factors
Valid N (list wise) 26

Source: SPSSSurvey out put

4.5 Correlation Analysis

Correlation analysis is a useful way of exploitirdation (association) among variables. The
value of the coefficientr] ranges from -1 up to +1 .The value of coefficiehtcorrelation()
indicates both the strength and direction of tHati@nship. Ifr = -1 there is perfectly negative
correlation between the variablesr K 0 there is no relationship between the variahtkiar =

+1 there is perfectly positive relationship betwées variables. For values obetween +1 and

0 or between 0 and -1, different scholars have gse@ different interpretations with slight
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difference. For this study diction rule given byr@a1999) was used. Bartz (1999) described the

strength of association among the variables asvisll

Table 7: Interpretation of$ource Bartz (1999)

Value of r Description
0.80 or higher Very high
0.6 t0 0.8 Strong

0.4 to 0.60 Moderate
0.2 or 0.4 Low
0.20 or lower| Very low

4.6. Measuring the strength of relationship betweethe major factors.

In this study the researcher tried to see theioglship among the five identified major factors
and .Here only the three factors are discussetesiteorrelation result is attached in the annex
part.

4.6.1. Correlation result for order and product qudity

As the table below clearly depicts, for the relasioip between order handling and product
guality, the correlation coefficient was found te ix-0.497. Since p value was .000 which is
less than 0.01, it is possible to say that theremniederate and positive relationship between these

factors.
Table.8 Correlation result for order and product quality.
Sum of order Sum of product
related factors guality factors
Sum of order related factors Pearson caticel 1 497"
Sig. (2-tailed)
.000
N 26 26
Sum of product related factors Pearson corralat 497" 1
Pearson correlation
Sig. (21ailed) .010
N 26 26

**_Correlation is significant at the 0.01 leveH@iled).
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4.6.2. Correlation result for Customer loyalty andcorporate image

The relationship between corporate image and custdoyalty is strong. This is becauge
value is less than 0.05 and coefficient correlatiwas calculated to corporate image and
customer loyalty and became 0.409. Hence companies corporate image increagsgnaer
loyalty will also be enhanced proportionally .Theue for correlation coefficient and calculated

p values are given in the table below.

Table: 9 Correlation result for Customer loyalty and corporate image

Correlations

Sum of Sum of
corporate loyalty
image relate( related
factors factors
Pearson 1 409
Sum of corporate Correlation
image related factors Sig. (2-tailed) .038
N 26 26
Pearson 409 1
Sum of loyalty related Correlation
factors Sig. (2-tailed) .038
N 26 26

*, Correlation is significant at the 0.05 leveltdled).

4.6.3. Correlation result for corporate image and pice

We can see on the table below that the coeffiaentelation for the corporate image and price
wasr=0.763. More over the value was found 0.000.From this we can deducettieat is a
strong positive relationship between order handéing pricing because the calculated p value is
less than the tabulated p value. This implies thragany’s price goes in line with the image of

the company.
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Table 1 Correlation result for pricing and corporate image

Correlations

Sum of Sum of
pricing corporate
related |image related
factors
Pearson 1 763"
o Correlation
Sum of pricing related Sig. (2-tailed) 000
N 26 26
Pearson 763" 1
Sum of corporate Correlation
image related factors Sig. (2-tailed) .000
N 26 26

**_Correlation is significant at the 0.01 levekH@iled).

4.7. ANOVA test

In order to see whether the effect of factors am téxtile companies, the garment companies,
exporters and local business vary among the faatoraot, the mean of the factors were
compared. Analysis of variance is a method suitédiehis purpose and the results of one way

ANOVA was made and presented below.

The ANOVA was done at 95% confidence interval. iAs reported in the ANOVA analysis

table, p value was found to be greater than 0.88rdfore we can say that there is no significant
difference due to the five variables among garmemttile and companies who produce both
garment items and fabric. However, there is sigaift difference on companies which are
participating in local market, foreign or both metk simultaneously. The p value reported for
price, product quality and corporate images ar&3).0.037 and 0.009 respectively. The result of

the ANOVA test is presented in annex section (B @hdf the paper.
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4.8. Results

Figure 2 mean values of major factors in the sypphin
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Figure 3 mean values of major factors in the sppphin

As we can see in the above graph, the most impaetailenge that affect channel integration is
order related .This is explained by the mean svahee (3.897).This implies that most of the
respondents agreed that channel integration isyhigffiected due to order handling problems.
According to one of my respondent during my intevwi the major problem in the sector was
power shortage. “If power interruption is commoit only the garment companies but also
other members in the line cannot process the avddl” Unlike the interviewees’ comment, the
result shows high employee turnover and lead time time a company takes to settle an order)

have more impact on the company’s ability to inéégrwith channel members. The sector is
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sensitive to high employee turnover because mailyeofvorkers in the industry are girls. Th
girls are not stable since thégave their mother land to Middle East countriearcleing for
better payment. More over a slight change in thetome can take them away their jc
Together with this power interruption and its cangance inability to meet dead line w
challenge thm to be competent in the supply chain. This is bs¢ the failure in power ca
result in a failure to supplying the required quyabf item on the promised time. Here we «

look at which sub-factor hdake highest share of tirespondents in the followgy chart

Fig.3 Relative contributions of s- factors while
handling order

M Lead time

B poor communication
m customer service

B power shortage

B Meeting dead line

m High employee turnover

Figure 4Relative contributions of sub- factors while handling order

The second highest mean value indicates that prielated factors are threatening the se:
The textile engineer in TIDI in his part suggedtieat most of the textile companies manufac
fabrics. However they would prefer to send it te threigr market or to use it for their ow
consumption.

Almost all of the textile companies produce finidhgarment items by themselves to get
benefit of cost as a result of synergy. This by lioggtion shows how much the power of f
suppliers will be. The remark of the respondents strongly supports tineey result of pricing
problem. Garment manufacturers set price on theshas80 % of fabric cost. The cost indica
earlier is very high; therefore, their garments@mvill be in problem according or they will be
forced to use poor quality fabrimade oicarded (low quality) cottorin this case the issue
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quality( which became one of the dominant factofal) behind This in return will lea

customers to be dissatisfied.

Thus, as it is indidad in the table customer loyalty is one of theangroblems most of tr
respondents answered. Of course customers ar@yaltfor the reason mentioned above. B
in the upper stream or in the lower stream in thanoel, customers cannot be loya far as

their quality expectations ar®t met
The issue of corporate image is also highly relatedcustomers’ reaction towards 1

company’s product or servicén the table corporate image also became one otlla#denge
contributing to poochannel integratio

Figure 5 Sub-factors contributing to high price on the chain

Fig.4 Subfactors contributing to high price on the ct

Final consumer's

demand

High production cost
19%

Retailers' and whole
sellers' unfair profit
margin

17%

Figure 6 Sulfactors contributing to high price on the ct
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Your company is engaged in producing:-
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Relative impact of factors on garment,textile and hoth

Fig. Relative impact of factomn garment, textile and integrated (both) comp:

Here, we can see the relative impact of each ofatrs on the channel integration. Accord
to the response obtained from the majority of thdigipants, factors that are related to s
persois and corporate image w the same mean value of (4) affeeixtlle companie
(companies that produce fabric only).It is also amant to note that there are suppliers (v
mean value 3.83) and order handling (3.25) factehsch are contributing a loto poor
integration.

Unlike textile companies, order handling with mealue of 4, plays a greater role in cas
garment manufacturers. The other major factor lsted to pricing. As we know most of t
time in garment sector the challenge to ncustomers’ requirements is to get fabric with

30



price. This has also a root reason which is boomfthe shortage of raw cotton supply to the
textile companies. One of my interviewee said that are challenged with the increasing price
of imported cotton. This has a rubber stamp eftecthe garment companies, the whole sellers
and the retailers. This problem consequently godbé final consumers as well.” She further
explained that “The cotton production is incapabfesatisfying the local market since the
farmers use retained seeds that produce shortdditon. In addition to this, lack of finance for
start-up and expansion of cotton firms togethehwahdeveloped irrigation systems, made the
textile companies to look for suppliers from thesign market with additional cost.”

Again companies who are engaged in producing batment and fabrics are similarly affected
by prices of raw materials. More over corporate gmand customer loyalty issues are also

supported by the respondents to be among the rizajirs.
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R.2. Among those parent- factors which are sensitvto international, local, and both

business?

Relative Impact of factors on Local, Foreign and both markets
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Fig.6 Relative impact of parent- factors on loéateign and both markets.

Companies who offer their garment items to thellocarket are highly affected by the factors
that are related to order handling (mean value&.2nd many of the respondents also agreed
that corporate image (4.095) and pricing (4.06€}diss can affect their integration with other
channel members. This means the companies thatgooitl company image has more chance to
enjoy benefits of channel partnerships. This ideasgin line with what my respondents from
TIDI. “In our country there is no strong and enougiippliers of raw materials (accessories,
chemicals, fabrics...) so that the garment compawidisface problems to comply with the
interest of their international buyer. That is wihyany of our companies engage in sub-
contracting business agreement.”
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Like companies who serve the local market, moshefexporting companies are affected by the
problems that are associated with order handlin§7&. Suppliers related factors are also
another challenge that has an important role indtheelopment of successful interaction among

the channel members.
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CHAPTER FIVE
CONCLUSION AND RECOMMENDATION

Under this section of the research paper summarythef findings, conclusions and
recommendations are forwarded. Moreover limitatiohthe study and directions for the future

researchers are indicated.

5.1. Summary

To summarize this research, the researcher hasifiderfive major factors among the nine
parent factors which were presented for analystsoAdingly these factors are:-

v Order handling

Vv Price of products

Vv Customer loyalty

v Product quality and

v Corporate image
When we look at the relative impact of the abowedies on channel members, textile (fabric
producing companies) were more explained by ordadlng problems and corporate image.

Garments have got problem that is related to ohderdling like that of textile companies.
However, their pricing became the major factorhait trial to cooperate with the downstream
channel partners.

The other investigation made under this study viesdffect of the five major factors on the
exporting and local companies. The research idedtithat exporting companies are more
affected by order handling and product quality.

Those companies who serve the local market prignatiley are not encouraged by the
government. But the research further showed thdgronandling and corporate image became
critical problems of the companies.

The five factors have strong and positive relatigm@among themselves. This means any action
taken in one factor has an implication on the other

The ANOVA result showed that there is significarftedence among local companies, foreign

companies and companies who serve both marketadpede, ,product quality and corporate
image.
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5.2 Conclusion

For the consumption of this of study, among thaower factors, the researcher took only nine
factors for his analysis. These are suppliersspalaple, relationship, corporate image, customer

loyalty; complain handling, order, handling, prigiand product quality.

Among these factors, order handling, that textidenpanies have got a problem that is related to
sales people, corporate image and order handlsgeotively; whereas the garment companies
suffer from order handling problems. This probless seen as a major issue since it is related
to power interruption, high employee turnover rael lead time. This was supported by almost
95% of the respondents. The other main factor showthe analysis part was pricing. The
garment companies pricing is affected by the inilaldity of enough suppliers. All the
interviewees’ answer also goes in line with thisadThis paper also attempted to identify factors

which are more related to companies which servéoited market and the exporting companies.

Accordingly, companies who sell their garmentshe foreign market are highly affected by
order handling, product quality and supplier relafactors respectively. The foreign market
requires timely supply of quality garments morentlthose companies who serve the local

market.

Similar to the exporters, companies who serve dlcallmarket also suffer from order handling
and price of raw materials problems. However, thgparate images of the companies have also
become a major factor for local marketers. Thibe@sause most of the exporters are using raw

materials from the sub contracting companies.

From the correlation the researcher found that blamtegration is affected by a number of
factors but these factors are interrelated. Wheamapany manages one factor it has to be sure
that it is bringing some change on the other faorthere is strong bondage between different

variables.
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5.3 Recommendations

In this study five major factors, that can potehtigull back the company’s effort towards
success, were identified. These are order handdinging, product quality, customer loyalty and
corporate image. The research also showed thebp@ssiationship that can exist among these

variables through correlation analysis

From this the researcher would like to recommerad tompanies need to have very sharpened
strategic objectives that took the developmenthaf $ector into consideration. A respondent
from ETGMA mentioned that companies in this sedoould not work for themselves rather
they have to act like a team in the industry. TWi enable the sector to attract the clothing
giants like H&M and TESCO. These buyers are knoentheir bulk order. This cannot be
handled with one or two companies. Thus every chlammember should strengthen their
collaboration by actively participating in the asistion. This is a forum where companies can

get information about the overall sectoral develeptn

When we look at the problem of order handling, thaor problems are found to be power
interruption and high employee turnover. These lgrmks need the government’'s commitment;
however, the problem can be minimized by reschaduheir production plan and reprioritizing
orders as per the urgency and strategical impagtanc

It is also important to use additional working h&uvlotivating employees to work in a part time

base, can help to compensate the time wasted camier.

Giving incentives and training employees to copewifh the organizational objectives and

visions. By making this, it could be possible te tise labor in a flexible time schedule.

From the government side, Electric and Power Cafmr should work in collaboration with

these companies at least by providing ample infiomabout the seriousness of the problem.

Companies should train their employees to be nskitied. This will help to rotate workers to

do tasks that don’t require electric power likekpag and other finishing tasks.

Order handling is strongly affected by high emplyarnover. This is due to, the company’s
capacity to pay. To get relief of this bottle neckmpanies should improve their production
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performance. This can be done through minimizingtage rate and lead time. This in turn, will
increase the company’s revenue. In such away coegpaan upgrade their salary scale so that

company’s can retain their customers.

Concerning the price issue, companies should rethise pricing strategies .Searching for
competitive suppliers, can also help to lower tleest of raw materials.

Government should encourage both local and forgigestors to get in to the sector especially

in the production of quality cotton, Fabric, cheatgcand accessories for the entire sector.

Product quality can be assured by managing bothirnternal and external environment.
Searching for quality raw material suppliers, oiigeny the company with skilled staff can be

taken as a means to produce quality items.

The rest corporate image and customer loyalty @aadhieved when the above suggestions are

fulfilled. Most of the respondents in my intervie@mmented similarly.

Pertaining to garment companies, they are expaotptbmote themselves in different trade fairs
and big gatherings. They should bring their proslueith the company image like that of
ambassador garment did consequently channels memiledevelop trust from both the lower
stream and the upper stream. In addition to they #re expected to update the technology they

are using such as production, machineries.

Product quality is one of the major problems of éporting companies there are many reasons
for this. On one hand this is related to suppliensthe other hand the company’s internal
performance for instance companies can take acg8anl as changing or fixing machineries,
developing succession plan to replace the vacasitipo. Finally they need to have a well

organized management.
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5.4 Limitations of the study and directions for fuure researchers

This study is conducted based on the data colldected limited companies (i.e. Medium scale
garment producers and textile companies which egsidddis Ababa). As it is always disclosed
by peoples in the sector, fabric cost takes 80%meffinal garment item (clothes).The garment
companies are the major players in the sectorseirae as a bridge between the upper and lower
stream participants. The researcher also usedysana interviews to collect data for his input.

Finally the research tries to assess the chantegration based on only nine factors.

Therefore; other researchers can enrich this dbiydysing other data gathering tools; like panel
discussion. By including more channel members bké&ton producers, accessory suppliers,
financial institutions so on, it is possible to goint challenges from each corner. Moreover,
further studies can also be conducted by addingenfetors which might be crucial in the
sector. So that companies can be competent to gufigo sector in particular the nation in

general.
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Appendix A

Correlation result of major factors investigated inthe study

Sum of
Sum of Sum of corporate Sum of
supplier | Sum of sale§  Sum of order image loyalty
related related pricing related related related
factors factors related factors factors factors
Sum of supplier Pearson
related factors  Correlation 1 449 -.308 -390 -.460 -478
Sig. (2- q
tailed) .022 125 .049 .01 .01
N 26 26 26 26 26 24
Sum of sales Pearson
related factors ~ Correlation 449 1 061 -.250 -.125 13
Sig. (2- o
tailed) .022 767 .219 .54 .52
N 26 26 26 26 26 24
Sum of pricing Pearson
related Correlation -.308 .061 1 673 763" 503"
Sig. (2-
tailed) .125 767 .001 .00 .0Q
N 26 26 26 26 26 24
Sum of order Pearson
related factors ~ Correlation -390 -.250 628 1 640" 586"
Sig. (2-
tailed) .049 .219 .001 .00 .0Q
N 26 26 26 26 26 24
Sum of corporate Pearson
image related Correlation -.460 -125 763 644" 1 409
factors
Sig. (2-
tailed) .018 541 .00Q .00( .03
N 26 26 26 26 26 24
Sum of loyalty Pearson
related factors ~ Correlation -478 131 508 586" 409 1
Sig. (2- )
tailed) .014 524 .009 .002 .03
N 26 26 26 26 26 24

* Correlation is significant at the 0.05 level tdled).

**_Correlation is significant at the 0.01 leveH@iled).



Appendix B

ANOVA Result that shows the impact of major factors on textile, garment and both companies

Sum of Squares df Mean Square F Sig.

Between Groups .015 2 .007 .017 .983
Sum of product quality o

Within Groups 9.746 23 424
factors

Total 9.761 25

Between Groups .180 2 .090 .280 .758
Sum of pricing related Within Groups 7.401 23 .322

Total 7.582 25

Between Groups 714 2 .357 499 .614
Sum of order related factors ~ Within Groups 16.457 23 .716

Total 17.171 25

) Between Groups 2.296 2 1.148 1.475 .250

Sum of corporate image o

Within Groups 17.899 23 778
related factors

Total 20.195 25

Between Groups .686 2 .343 .667 .523
Sum of loyalty related factors Within Groups 11.814 23 514

Total 12.500 25




Appendix C

ANOVA result for companies that serve the foreign markiet local markrt and both local and

foreign markets

ANOVA
Sum of Squares df Mean Square F Sig.

Between Groups 2.427 2 1.214 3.807 .037
Sum of product quality o

Within Groups 7.333 23 .319
factors

Total 9.761 25

Between Groups 2.382 2 1.191 5.267 .013
Sum of pricing related Within Groups 5.200 23 .226

Total 7.582 25

Between Groups 1.240 2 .620 .895 422
Sum of order related factors ~ Within Groups 15.931 23 .693

Total 17.171 25

) Between Groups 6.851 2 3.426 5.905 .009

Sum of corporate image o

Within Groups 13.344 23 .580
related factors

Total 20.195 25

Between Groups .969 2 484 .966 .395
Sum of loyalty related factors Within Groups 11.531 23 .501

Total 12.500 25




Appendix D

The garment and textile sector general information

Cotton farming area (large) ca. 30,000 ha (40% SOES)
Cotton farming area (smallholders ca. 40,000 ha
Annual cotton production 44,000 tones of lint cotton
Commercial cotton yield 2,140 kg/ha
Smallholder cotton yield 800 kg/hal

Ginning capacity

200,000-210,000 tones (40% utilrg

Textile production capacity

44 million SME1 (25%li@ation)

No. of spinning plants

8 operational (3 in project phas

e)

Daily output (of the above)

75,000 kg/day

No. of weaving and

7 (with a total of 534 shuttle loon

S

processing plants and

904 looms without shuttles

N—r

Daily output (of the above)

265,000 linear meters of cotton a
cotton blends/day

~

No. of knitting machines 84
Daily output (of the above) 60,000 kg/day (singlesgy and rib
No. of garment factories 50

No. of vertically integrated factories

7 operatibfain project phase

Major products of Current:

T-shirts, sportswear shirts, bed she
garment industry

Planned

casual wear and underwe

Types of business

CM, CMT, FOB

Export turnover

$14.6 million USD, in 2007/0§

AGOA fill rate

0.1% of eligible leve

Employment (formal sector)

ets

ar

3

ca. 35,000

Source: (Enterprise map of Ethiopia, 2011)



APPENDIX E

INTERVIEW GUIDELINE

1. What are the common challenges that discourageneharegration?

2. Are suppliers welcoming to accept comments?

3. Is there a system developed by the channel mensieas to promote smooth communication
flow?

4. What should be done to satisfy the local marketateifl
5. Can your Consumers get garments in ample variety?

6. Are there enough suppliers of raw materials thderofnputs for each subsequent channel
members’ requirement?

7. Do you think corporate image is affected as a tesfypoor integration in the supply chain?
8. Is your company image well communicated to yooalficonsumers?

9. What do companies do to control the smooth flowpate along the subsequent channel

members?

10. Do you offer varied price option for one produghes

11. Do companies along the supply chain have stroragioalship with suppliers?

12. Do members along the supply chain have common goaigeet customers’ expectation?

13. What technical services are offered among the sugmin members?

14. What should be done to improve the integrationhainmel members?

15. What are the sources of information which enabllesinel members to make quick decision?

16. Which factors are critical to satisfy foreign Bug@r



Appendix F
Questionnaire

Addis Ababa University School of Commerce
Department of Marketing Management
Postgraduate Program

Dear Participants,

My name isDaniel Thomas | am conducting a research entitlethe assessment major factors along
the supply chain that affect integration in Ethiopian garment sectof for the partial fulfillment of the
requirements of my Masters Degree in Marketing Mgnaent.

Since you are the main actor in this businé&sndly request you to share me your valuablestim
filling the questionnaire. Finally, all your answewill be treated with confidentiality and be used
for academic purpose only.

Please write your e-mail through which you woulelto be communicated so that, you can get the copy
of the final output from the researcher.

For further information don't hesitate to contaa through the following addresses.
Mob.0911 78 30 27/0913034627
E-mail dan_thom20@yahoo.com

Thank you in advance for your keen cooperation!



Please show your answer by putting a tick marky() in the box provided before each
alternative. Please don’t write your name in any othese pages
General information

Age 18-29_ ] 30-3 ] 4o-6[__] above 60 yea[ |

2. Sex Femal_1 Mall__]

4.

5.

Lastly achieved academic status:-

a. Diploma__] Firstdegrd.__| Secormgteée [ | Above second degr{__]
Your current position :- Investof | r@eal Manager[ ] Marketing manager

Commercial manage(_| Sales pe__h Other [_]

Your company is engaged in producing :-

Fabrics (raw material{ ] Garmentit{__] Both [_]

Your service year in the garment and textile sector

Below 3year{ | 5-10yed |  11-2@y{__| Above 20 yea[ |
Your company produces garment items for:-

Local buyers [ ] Foreign custorl__] Both [__]



Please show your level of agreement by putting aittk mark in the boxes below based on

the following information.

No

Possible factors that affect integration of chanel members

Strongly
Disagree

1)

Disagr
ee

(2)

Neutr
al

©)

Agr
ee

(4)

Stron

gly
Agre

e
©)

Suppliers related

Suppliers offer inputs with the required quantity

Our company gets raw materials on time

Suppliers have minimum order quantity/MOQ/

Suppliers ' staffs are well coordinated at easkll in the chain

Your company fulfills the minimum order quantity adr
suppliers

suppliers location is closer to the garment Canyp

Sales people related

Sales people take an organized record of cusemer

Sales people have enough knowledge about thmilupts

Sales people have excellent interpersonal skills

Sales people have good knowledge of the market

Sales people have good managerial skills

Sales people are well motivated to work withidigos

10

Which are the factors that affect product quality?

low quality awareness of employees

Old machineries

Lack of top management commitment

Inadequate training of workers

Lack of employee’s commitment

11

Factors that affect your pricing

Production performance

High cost of raw materials

Retailers’ and whole sellers’ unfair profit

High production cost

Final consumers’ demand

12

Relationship in the value chain is affected by:-

delayed delivery

Organizational objectives

Poor quality raw materials

Poor communication systems

Limited order quantity

13

Order handling is affected by




lead time

Poor communication

customer service

Power shortage

meeting deadline

14 | Corporate image is affected by:-

Delayed supply

defective raw materials

cost of the raw materials

Shortage of raw materials

Supplier's image

Consistency of supply

Poor performance of employees

15 | Factors that affect customer loyalty

Reliable information

Quality of sales people

product quality

Pricing

16 | Which complain comes to your company frequently?

Color variation

Stitching

Delayed delivery|

Design

Delayed communication

Poor product information

If you have comment

Note: Raw material in this questionnaire includesdbrics, threads, trims, accessories,
chemicals and any other things that helps you to nk&s your final product complete

Thank you again!




