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ABSTRACT

The ready-made garments (RMG) manufacturing industry in Egypt is one of the main
industries that supports the Egyptian economy through exports’ earnings. Egypt’s RMG
exports are considerably less in quantity than other RMG exporting countries despite the
advantages that Egypt has in terms of availability of high quality raw materials ‘cotton’,
the geographical proximity to main RMG importers and duty free trade agreements.
Among the factors found to affect the competitiveness of Egypt’s RMG exports are the
lack of training, and the lack of skilled labour and management. This research develops
a competency framework - a tool that can assist RMG manufacturing companies in
Egypt to identify the skills needed for effective job performance and to define the skills
deficiencies that would require training. This competency framework focuses on
logistics executives in RMG manufacturing companies, as competent logistics
executives have been shown to play a vital role in supporting the competitive advantage
of organisations. The competency approach had not previously been used in research to
identify the competencies needed for logistics executives in any industry, including the
RMG industry. Moreover, very little work has been carried out on investigating the
skills of logistics executives in developing countries, nevertheless in the Middle East.
To create this competency framework, methodological triangulation was used through
the use of questionnaires, content analysis and semi-structured interviews. The online
questionnaire targeted a sample of logistics executives in RMG companies in Egypt to
determine the tasks they consider important for effective job performance. The content
analysis was performed on skills-related research to collect the skills and knowledge
elements acknowledged in the literature to create logistics competencies. The output of
the questionnaire and the content analysis was then used in a semi-structured interview
with a senior merchandiser and development manager in an Egyptian RMG
manufacturing company to provide an example of a completed competency framework.

This thesis seeks to make an original contribution to knowledge by creating a
competency framework template that RMG manufacturing companies in Egypt can use
to identify the competencies and detect the skills deficiencies of logistics executives.
This contribution would not only benefit the RMG manufacturing companies in Egypt,
but it could also be of use to RMG exporters in developing countries which suffer from
similar skills and training problems. This research is also a contribution in that it
emphasises the role of logistics executives towards supporting Egypt’s RMG exports,
an angle which has not previously been explored, as earlier research focused on other
aspects that supported the competitiveness of Egypt’s RMG exports such as trade
regulations. Moreover, acknowledging the role of logistics executives in this study
could draw the attention of other industrial sectors in Egypt to consider the role of
competent logistics executives towards supporting companies’ performance.
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CHAPTER ONE: INTRODUCTION

1.1 INTRODUCTION

The purpose of this introductory chapter is to present an overview of the research,
which is depicted in the next nine chapters. This introduction starts by presenting a
background on the research, followed by the research aim and objectives and a brief
summary of the structure of the thesis.

1.2 RESEARCH BACKGROUND

The ready-made garments (RMG) manufacturing industry in Egypt is one of the main
industries that supports the Egyptian economy. Its strategic importance is derived from
the industry’s large size in terms of export earnings, employment and investments
(Magder, 2005; Ghoneim and Pigato, 2006). This strategic position is supported by
numerous factors which include the use of Egyptian cotton in manufacturing RMG
articles, the geographical proximity to Europe, and the supply of labour (Someya et al.,
2002; Marello et al., 2009; WTO, 2009). In recent years, the Egyptian government had
entered into several trade agreements that would grant duty free access to the Egyptian
RMG exports such as Qualified Industrial Zones (QIZ) (El-Madany, 2005).
However, despite the advantages that the Egyptian RMG industry has in terms of
cotton, geographical proximity, supply of labour and duty free agreements, Egypt’s
RMG exports account for only 0.38% of the global trade in this sector (WTO, 2009).

In the study conducted by Awni (2009) it was emphasised that despite the preferential
access that Egypt enjoys to many markets through trade agreements, Egyptian RMG
exports are lower than those of other RMG exporters who do not have any preferential
access to these markets. Many factors were found to affect the competitiveness of
Egypt’s RMG exports, one of which is the lack of skilled labour and management
(Magder, 2005; World Bank, 2006). Awni (2009) stressed that the low productivity of
labour and management is responsible for affecting Egypt’s RMG exports in such a

way. Tolba (2009) revealed that the low productivity and lack of skills in Egyptian

1



RMG companies is attributed to the lack of training. This is a crucial issue that was
investigated by Helal (2009) who recommended that RMG manufacturing companies in
Egypt need to use effective methods to identify skills deficiencies in order to provide

the right training which consequently would lead to better work performance.

These studies recognised the existence of skills and training problems in the Egyptian
RMG industry which in return affect the competitiveness of Egypt’s RMG exports.
One of the major limitations of these studies was the fact that they did not provide
practical methods or tools by which the lack of skills and training in the Egyptian RMG
industry could be resolved. The other limitations were that none of these studies
explored the types of skills needed for effective job performance, the techniques to be

used to identify the required skills or the methods by which to identify training needs.

Therefore, this research will provide new insights into the issues of skills and training in
Egypt’s RMG manufacturing companies by developing a tool that will assist RMG
manufacturing companies in identifying the skills needed for effective job performance
and in defining skills deficiencies that would require training. This tool is the
competency framework that defines the competencies required for a certain job using

the job profile.

1.3 RESEARCH CONTEXT

This research focuses on developing a competency framework for logistics executives
in Egypt’s RMG manufacturing companies. A logistics executive, who is also called
logistics director, supply chain manager, logistics manager or supply chain director, is
responsible for the planning and coordination of enterprise-wide logistics management
(Anon, 2010). Competent logistics executives play a crucial role in supporting the
competitive advantage of organisations since they can contribute to the corporate
competitive strategy, integrate functional areas to deliver customer satisfaction, reduce
deficiencies and improve quality (Dapiran, 1992; Rowat, 2008). Thus recognising the
lack of skills that exist at management level in RMG manufacturing companies in Egypt
and the role that logistics executives can play to support the competitiveness of Egypt’s
RMG exports, led to the investigation of the competencies that logistics executives need

for effective job performance.



The use of the competency approach was recommended by Ferrara and Morvillo (2002)
for a complex and an evolving profession like logistics because such professions require
an input-based approach which describes the underlying elements that lead to competent

performance, instead of an output based approach that describes performance standards.

The competency approach had not previously been used in research to identify the
competencies needed for senior logistics managers in any industry, including the RMG
industry. A possible interpretation could be that the use of the competency approach
limits the results to the industry or the case being studied which might not have been in
the interest of researchers who sought generalisation of research findings.
In other words, the purpose of their research required the use of methods by which

findings can be generalised to be of benefit to a large audience.

Examples of such research include those conducted by Gammelgaard and Larson
(2001), Myers et al. (2004), and Murphy and Poist (1991; 1994; 1998; 2006; 2007) who
targeted a wide sample of logistics executives across industries using different methods
to investigate the skills needed for logistics executives. These studies and others sought
generalisation of results in order to make the findings useable to educators in designing
curricula, professional organisations in planning conferences and professional
education; and of course for the logistics executives who can use the findings to identify

their own training needs.

But, the lack of consistency that was witnessed in the findings of these studies called for
a more defined process or methodology that would clearly justify the competencies
needed for the job being studied. Therefore, this research uses the competency approach
and focuses on a particular sample which is the logistics executives in RMG
manufacturing companies in Egypt to define the skills and knowledge elements needed

for effective job performance.

It is also worth mentioning that very little equivalent work on the skills of logistics
executives has been carried out in developing countries, including the Middle East,
which is why there is a need for research to be conducted on identifying the

competencies required for logistics executives in Egypt.
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Not only would the competency framework define the competencies required for
effective job performance, but it would also be used as a benchmark to determine the
training needs of logistics executives in RMG manufacturing companies in Egypt.
This would meet the recommendation made earlier by Helal (2009) who stated that
RMG companies need to use effective methods to identify skills deficiencies in order to
provide the right training. Therefore it is hoped that such a tool would assist Egyptian
RMG manufacturing companies in providing the appropriate training that would
enhance performance and support the competitiveness of Egypt’s RMG exports to the

global market.

The following section will present the research aim and objectives that this research will

attempt to achieve.

1.4 RESEARCH AIM AND OBJECTIVES
Based on the above section highlighting the training and skills problem in the RMG

manufacturing sector in Egypt, the aim of this research is:

To create a generic competency framework that the ready-made garments
manufacturing companies in Egypt can use to determine the competencies
required for the effective work performance of logistics executives and to use it as

a tool to determine their training needs.

To achieve this aim, four objectives have been identified:

1. To define the functions and tasks of logistics executives in RMG manufacturing
companies which contribute to effective job performance.

2. To investigate the skills and knowledge elements which create the competencies
necessary for effective logistics executives.

3. To create a generic framework for logistics executives in RMG manufacturing
companies in Egypt that presents the skills and knowledge elements required for
effective job performance.

4. To propose methods by which the competency framework can be used to assess
the skills deficiencies of logistics executives in RMG manufacturing companies

in Egypt.



1.5 RESEARCH METHODOLOGY

This research follows a deductive-inductive research approach in which both
methodological and data triangulations are used. Methodological triangulation is
presented in the use of different methods combined to fully understand the topic of
study that include questionnaires, content analysis and semi-structured interviews.
Data triangulation involves the collection of data for analysis from several sources that
include academic journals, career guides and logistics executives in RMG

manufacturing companies in Egypt.

A questionnaire is first performed to determine the tasks that logistics executives in
RMG manufacturing companies consider important for effective job performance.
This online questionnaire targets a sample of logistics executives in Egyptian RMG
companies in which they are asked to select the level of importance of each task to
effective job performance. These tasks are considered the backbone upon which the
competency framework is designed as they will be the basis upon which competencies

will be determined.

A content analysis is then performed on skills-related research to collect the skills and
knowledge elements that are well acknowledged in the literature to create logistics
competencies. The purpose of this content analysis is to overcome the lack of
consistency that was witnessed in the findings of skills-related research by collecting all
the elements in one source that would serve as a reference from which to select the
required elements to perform the stated tasks effectively. The content analysis is
performed on academic journals, career guides and semi-structured interviews with

logistics executives in RMG manufacturing companies in Egypt.

The output of the questionnaire and the content analysis creates the generic competency
framework by the following information:

- The functions and tasks performed by logistics executives in RMG

manufacturing companies ranked in order of importance to effective job

performance; and



- A source that presents all the skills and knowledge elements which create
competencies for logistics executives and from which selection is to be made to

complete the generic competency framework.

A semi-structured interview is then conducted with a senior merchandiser and
development manager in an Egyptian RMG manufacturing company to seek feedback
on the generic competency framework. The interview focuses on seeking the
interviewee’s opinion on the information presented in the framework i.e. the functions
and tasks of logistics executives and the elements that present the skills and knowledge
necessary to create competencies. At the end, an actual example of a completed
competency framework is provided by the interviewee through the selection of the skills

and knowledge elements necessary to perform the stated functions in the framework.

1.6 STRUCTURE OF THE THESIS

The thesis comprises nine chapters as follows:

Chapter One: presents an overall view of the thesis, its background, the research
question, aim and objectives and the contribution of the research to knowledge.

Chapter Two: presents a comprehensive overview of the settings and dynamics of the
Egyptian RMG manufacturing industry. This chapter will provide a background on
Egypt’s economy and focuses on the RMG industry, its importance to the country’s
economy and the factors affecting its competitiveness. This chapter will also present
different measures that can support the growth of Egypt’s RMG industry with particular
emphasis on the role of the workforce especially the logistics executive.

Chapter Three: reviews the literature with respect to four different aspects.
The first aspect presents the development of logistics and supply chain management in
business and the role of logistics in achieving competitive advantage in order to stress
on the importance of addressing the logistics function in this study. The second aspect
discusses the business and development trends that influenced the increasing demand
for skilled logistics personnel to further justify the selection of the logistics executive to

be the focus of this study. The third aspect reviews the methodologies and findings of
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research that investigated the skills of logistics executives with the purpose of
identifying the gaps that exist in the literature and to consider the methods by which
they can be filled. The fourth and final aspect stresses on the importance of training and
development of logistics executives to rationalise the development of the competency
framework to be used as a tool for training purposes.

Chapter Four: presents the concept, benefits and uses of competency frameworks in
organisations. It reviews the different methodologies used in creating competency
frameworks to support the choice of the appropriate methodology for the creation of the
competency framework in this study. This review presents the process, the strengths and
weaknesses of each method. This chapter also discusses the issue of generalisation and
provides an overview on the uses of competency frameworks for training purposes in

organisations.

Chapter Five: presents the research methodology that is implemented to achieve the
aim and objectives of this study. The research follows a deductive-inductive research
approach using triangulation whereby both the quantitative and qualitative research
methodologies are incorporated. The chapter discusses every stage of the research,
explaining the questionnaire design, wording and questions, sampling, pilot test and the
validity and reliability of the questionnaire. It also explains the process of content
analysis and the semi-structured interviews that were conducted with logistics
executives working in RMG manufacturing companies in Egypt.

Chapter Six: presents the analysis of the questionnaire that aims at determining the
functions and tasks of logistics executives in RMG manufacturing companies in Egypt.
The data provided by this questionnaire are essential for the design of the generic
competency framework as they will create the job profile upon which competencies are
defined. The first part of this chapter presents an exploratory data analysis (EDA) that
provides summarised information about the variables addressed in the study.
The second part presents the data analysis which examines the statistical significance of
the tasks to be included in the generic competency framework using the Sign Test.
The data analysis also includes the ranking of functions and tasks in order of importance

to effective job performance using the sum scores.
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Chapter Seven: investigates the skills and knowledge necessary for competent logistics
executives. This investigation is conducted through a content analysis of academic
journals, career guides and semi-structured interviews with logistics executives in RMG
manufacturing companies in Egypt. The purpose of this content analysis is to provide a
reference that includes all the possible skill and knowledge elements that create
competencies for logistics executives. This reference can then be used by RMG
manufacturing companies in selecting the elements necessary for the effective

performance of the stated functions and tasks of logistics executives.

Chapter Eight: discusses the outcomes of the data collected and analysed in the course
of this research, and their contribution in creating the competency framework.
This chapter also presents the generic framework for logistics executives in RMG
manufacturing companies in Egypt which can be used in determining the training needs
of logistics executives. A semi-structured interview is conducted with a senior
merchandiser and development manager in a RMG manufacturing company in Egypt to
seek feedback on the inputs provided by the research to create the competency
framework and to provide an actual example of a completed competency framework.
Guidelines to complete the competency framework are provided in addition to the

method by which it can be used to assess skills deficiencies.

Chapter Nine: presents the conclusions of this research, its limitations and the
directions for future research. This chapter also presents the research contribution.

Figure 1.1 illustrates the structure of the thesis.
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CHAPTER TWO: A BACKGROUND ON THE EGYPTIAN
READY-MADE GARMENTS
INDUSTRY

2.1 INTRODUCTION

This chapter presents a comprehensive background on the ready-made garments (RMG)
industry in Egypt. An overview on Egypt’s economy and the role the RMG industry
plays in the country’s economy is firstly presented to justify the selection of this
industry for research. Global competition and the factors negatively affecting the
competitiveness of Egypt’s RMG manufacturers are thoroughly discussed to provide a
comprehensive view of all the different elements that affect Egypt’s RMG exports.
This chapter also presents different measures that were provided in the literature to
support the growth of Egypt’s RMG manufacturers that are the contribution of studies
on Egypt’s RMG industry as well as of other studies conducted on other countries with
similar economic conditions. The purpose of presenting these different measures is to
demonstrate the presence of possible solutions that can be implemented to improve the

competitiveness of Egypt’s RMG exports.

However, this chapter particularly focuses on only one measure which is the
development of labour and management skills. The role of the workforce in supporting
the competitiveness of Egypt’s RMG exports is emphasised by presenting the
relationship between training and skills on exports performance. A review on research
that examined these issues shows that the lack of training and skills are of the major
factors negatively affecting Egypt’s RMG exports. This consequently supports the aim
of this study in addressing these rather important subjects. The chapter concludes by
introducing the possible potentials that skilled logistics executives can bring to support
the competitiveness of Egypt’s exports which consequently rationalise the selection of

logistics executives to be the focus of this study.
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2.2 BACKGROUND ON EGYPT’S ECONOMY

According to Enders (2007), Egypt’s growth performance during 1980-2000 was strong
compared to the average emerging market economy, yet, it was well below the high
growth rates experienced by emerging market countries in Asia. Egypt experienced a
fall in its growth rate during 2001-2005 growing at a slower rate than most of the
countries in the North African and Middle East (MENA) region, and below the average
growth rate for developing countries (World Bank, 2006). Since 2001 the Egyptian
government has been implementing a series of reforms in order to fix the deteriorating
domestic economy and strengthen Egypt’s position in the international market (Ministry

of Foreign Trade, 2003).

The government of Egypt took a number of steps towards trade liberalisation in order to
become an active member of the global economy. These steps included the adoption of
open market-oriented policies, the promotion of private sector participation in the
economy, and the launch of comprehensive economic and social reform programs
(ElI-Mikawy and Ghoneim, 2003; World Bank, 2006). It was believed that trade
liberalisation would lead to an expansion of exports and higher and sustainable
economic growth rates (Galal and Refaat, 2005).

In the late nineties, Egypt joined the World Trade Organisation (WTO), became a
member of regional economic blocs such as the Common Market for Eastern and
Southern Africa (COMESA), and made a number of distinguished bilateral trade
agreements with some of the important developed economies such as the trade and
investment free trade agreement (TIFA) with the United States of America (U.S.A) and,
the partnership agreement with the European Union (EU) (Fawzy and Masoud, 2003;
World Bank, 2006).

With the increased competition in the world market, Egypt became vulnerable to export
displacement by countries such as Turkey and China (The Egyptian National
Competitiveness Council, 2006). Turkish and Chinese exports threatened Egypt’s
exports in the major importing countries in Europe and North America as they were
rapidly gaining a higher market share in these markets (The Egyptian National
Competitiveness Council, 2006). Consequently, the Egyptian government expressed its

urgent need for an appropriate industrial strategy to be implemented through a
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comprehensive set of policies in order to avoid losing ground in the export market.
These new policies focus on improving Egypt’s business environment, increasing the
quality of exports, improving the productivity of human resources and attracting foreign
and domestic investment (The Egyptian National Competitiveness Council, 2006).
These policies had a significant impact on Egypt’s exports as it will be illustrated in the

following section.

2.2.1 The Importance of Exports to Egypt’s Economy

Increasing the level of exports across the industrial sectors is one of the primary goals
for the Egyptian government for a variety of reasons. Firstly, increasing the level of
exports would contribute to reducing the deficit in the Egyptian balance of payments
(Ministry of Foreign Trade, 2003). For instance in the year 2008, the Egyptian
government’s finance showed that the total expenditure was US$30.27 billion whereas
the revenue was US$23.64 billion resulting in a deficit of US$6.63 billion (Central
Bank of Egypt, 2009). Moreover, the revenues of exports would assist in lowering
Egypt's external debts that reached US$32.1 billion at the end of 2008 (Central Bank of
Egypt, 2009). The importance of exports is also illustrated in the increase of production
capacity, resulting in the creation of more jobs which can decrease the unemployment
level that reached 8.8% at the end of 2008 (Ministry of Foreign Trade, 2003; Central
Bank of Egypt, 2009). Figure 2.1 shows Egypt’s exports during the period 2001 to 2008
in US$ billion.
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Figure 2.1 — Egypt’s Exports 2001 to 2008

Source: Central Bank of Egypt (2003;2006;2009)

Egyptian exports witnessed a remarkable increase from 2001 to 2005 with an average
growth rate of 27% per annum (Author based on Central Bank of Egypt, 2003; 2006).
Egypt’s exports amounted to US$4.163 billion 2001 increasing to US$10.652 billion in
2005 as a result of the trade agreements concluded with a number of countries to grant
duty free access for Egypt’s exports (Central Bank of Egypt, 2006). The rise in oil
prices and the increase in the privatisation of public companies that enhanced both
management and products’ quality were also responsible for the increase of exports
during the previously stated period (Central Bank of Egypt, 2006). Egypt’s exports
experienced a slow steady increase for the period of 2005 to 2008 with an average
growth rate of 8.7% (Central Bank of Egypt, 2009).

2.2.2 Composition of Egypt’s Exports

Egypt’s exports are divided into five main categories: oil exports, raw materials, semi-
finished commodities, finished commodities and other commodities. Table 2.1 shows
the key Egyptian exported products in each of the five main categories.
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Table 2.1- Egypt’s Main Exported Products

Average Value
Share in total

Category Product exports

(2000-2008)

Oil Exports Fuels, mineral oil and products
Rice, preserved and dried vegetables,
dried onion, pharmaceutical products,
Finished fertilizers, carpets, articles of iron and

0,
commodities steel, aluminium articles, ready-made 38%
garments and cotton textiles

Other Cement, electronics, ceramics and

" tractors 13%
commodities
Semi-finished Carbon, essential oils, aluminium and

" cotton yarn 5%
commodities
Raw Materials Cotton, potatoes, citrus fruits, medicinal 4%

plants, groundnuts and flax raw
Source: Ministry of Trade and Industry (2009)

Oil exports and finished commodities had the largest shares in total exports with a mean
value of 40% and 38% respectively during 2000-2008 (Central Bank of Egypt, 2009;
Ministry of Trade and Industry, 2009). The ‘other commodities’ category which
includes exports such as cement and electronics presented 13% of total exports, while
the remaining categories, i.e. semi-finished commodities and raw materials are
considered the smallest contributors in Egyptian exports with each 5% and 4%
respectively (Central Bank of Egypt, 2009; Ministry of Trade and Industry, 2009).

As stated by the Egyptian National Competitiveness Council (2006), Egypt’s finished
commodities exports are largely dominated by articles of iron and steel, RMG and
cotton textiles. These industries are thus characterised by having a strategic nature to the
Egyptian economy not only because they are the largest exported products in the
finished commodities exports but also because they are the largest exported products

after oil exports (Central Bank of Egypt, 2009).

This suggests that increasing the exports of these three industries could positively
support Egypt’s economy. Although the oil exports’ category as shown in the previous
14



table has the highest share in Egypt’s exports, the Egyptian economy cannot solely
depend on it as the principal source of earnings. Reasons include the highly fluctuating
oil prices, the increased level of vulnerability to international economic and political
events and the fact that oil sources are limited (Egyptian National Competitiveness
Council, 2006). Therefore this strengthens the importance to address the industries that

produce finished commodities which have positive potentials in terms of exports.

2.3 THE RMG MANUFACTURING INDUSTRY IN EGYPT

As stated in the previous section, it is of prime importance to address the industries
which can support Egypt’s economy through the positive export potential they have for
the global market. The following sections focus on the RMG manufacturing industry in
Egypt and its importance to Egypt’s economy. Moreover, an overview Will be presented
on the supply chain of the RMG industry in Egypt as well as its structure in terms of
factories and services provided to the global market. Special emphasis will be given to

Egypt’s RMG exports and the factors affecting its competitiveness.

2.3.1 The Importance of the RMG Manufacturing Industry to Egypt’s Economy

Many studies endorsed the view that the RMG manufacturing industry supports Egypt’s
economy in various ways. According to Nathan Associates Inc. (1999) and Farghally
(2008), the RMG industry in Egypt is one of the oldest and most important industries in
the Egyptian economy. Adel and Wahba (2003), Magder (2005) and Ghoneim and
Pigato (2006) emphasised that such importance is derived from the industry’s large size

in terms of export earnings, employment and investments.

The international trade statistics published by the WTO (2009) and the Ministry of
Trade and Industry (2009), show that the RMG exports in 2008 had a value of US$1551
million and a share of 6.1% in Egypt’s total merchandise exports. Furthermore, the
industry employs approximately 1.5 million workers or 30% of total employment in
Egypt’s manufacturing sector which makes it a large employment absorber of skilled
and semi-skilled workers (Nathan Associates Inc., 1999; Labib, 2001). In terms of
investments, the RMG industry receives on average between US$2 to 3 billion yearly in
investments whether by national or foreign investors (Gillani, 2002).
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It is worth noting that the strategic position that the RMG manufacturing industry
secured in Egypt’s economy is supported by a number of factors:
v" The use of Egyptian cotton in manufacturing and its use as a major marketing
tool for Egyptian RMG exports (Someya et al., 2002; Bowlin, 2005);
v The low capital required for manufacturing RMG (Abdel Salam and Fahmy,
2009);
v' The geographical proximity to Europe which is the major RMG importing
market (WTO, 2009);
v" The high population that provides the supply of workers for this labour intensive
industry (Marello et al., 2009); and
v" The increasing level of education of the new labour market entrants in which
70% have received at least secondary education that is equivalent to high school
diploma in the U.S.A (Marello et al., 2009).

Recognising these previously mentioned factors supported the Egyptian government in
developing the RMG manufacturing industry by efficiently exploiting the existing
advantages through launching several reforms in recent years to increase
competitiveness. The most important reforms were concerned with freeing cotton trade
and textile export regulations, raising the cotton price paid to the farmers by the state
trading monopoly, and the privatisation of some state-owned companies (Nathan
Associates Inc., 1999; Magder, 2005).

2.3.2 The Supply Chain of the RMG Manufacturing Industry in Egypt

The supply chain of the RMG industry involves other industries that produce the
materials necessary to manufacture the final clothing articles. As described by Lowson
et al. (1999), the RMG industry has one of the longest supply chains of any consumer
goods. This is illustrated in Figure 2.2 that shows the main industries involved in the

supply chain of the RMG industry in Egypt.
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Figure 2.2 — The Main Industries in the Supply Chain of the RMG Industry in
Egypt

Source: Freund and Wallace (2004)

The supply chain starts with fibre production which includes two groups: natural fibres
(cotton, linen, wool) and man-made/synthetic fibres (nylon, polyester, and acrylic) that
are then converted into yarn by spinners (spinning industry). The second industry
(weaving) involves the transformation of yarn into fabric/textile by weaving, knitting or
a non-woven process. The third industry is the actual (manufacturing) of RMG which
uses patterns that are made from design to cut the fabric.

The RMG manufacturing industry is considered the most labour intensive and
fragmented part of the sector due to the wide variety of garment articles that can be
produced. The last industry (retailing) is the selling of clothing products to the final
consumers through a diverse range of retail channels i.e. speciality stores, mass

merchandisers, department stores, etc (Sen, 2003).

A great emphasis is given to the last two industries — RMG manufacturing and RMG
retailing — because as described by Joshi (2002), they are at the apex of the sector’s

value chain.

The RMG industry in Egypt is characterised by being one of the very few

manufacturing processes that is handled completely within the country starting from the
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manufacturing of raw materials until the production of the final RMG articles
(American Chamber of Commerce in Egypt, 1998). The Egyptian government believed
that establishing an integrated sector can accumulate added value and maximise the
benefits gained from the main agriculture crop, cotton (Gierend and Abo el Wafa,
2002).

The establishment of this integrated sector started in the 1960s, when the entire
spectrum of the textiles and RMG industries operated under public ownership
(American Chamber of Commerce in Egypt, 2005). At the time, rapid growth in textiles
and RMG manufacturing encouraged exports mainly to the former Soviet Union and the
Eastern bloc countries (American Chamber of Commerce in Egypt, 2005).
However, such growth in exports was mainly concerned with the volumes produced and
not with quality or capacity utilisation (Labib, 2001; American Chamber of Commerce
in Egypt, 2005).

But as the performance and growth of the public factories declined, the need for
privatisation was considered urgent to save this important industry. The private sector
favoured products with higher value added such as home textiles and RMG which
resulted in a successful expansion (American Chamber of Commerce in Egypt, 2005).
Figure 2.3 demonstrates the share of the public and private ownership of factories in the

Egyptian textile and clothing industry.
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Figure 2.3 - Public/Private Ownership of Factories in the Egyptian Textile
and Clothing Industry

Source: Raafat (2006)

According to the Egyptian Textile Manufacturers Federation (ETMF), there are 39
public enterprises, affiliated to the Cotton and Textiles Holding Company and around
4,491 private establishments (American Chamber of Commerce in Egypt, 2005).
Privatisation has been implemented as a part of Egypt’s economic reform program to
overcome management problems as well as to relieve the burden on the government’s
budget (Raafat, 2006). Privatisation was also seen as a way to face the competition from

China and other Asian countries competing in both the local and international markets.

2.3.3 Egypt’s Exports of RMG Products

Egypt’s RMG exports comprise a variety of products that include men’s, women’s and
children’s wear. Figure 2.4 shows the value of Egypt’s RMG exports during the period
of 2000 to 2008.
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Figure 2.4 — The Value of Egypt’s RMG Exports during the Period 2000 to 2008
(in US$ million)

Source: Author based on WTO (2001, 2003, 2006, 2009)

It is clearly illustrated in Figure 2.4 that the value of clothing exports from 2000 to 2004
was slowly increasing and then experienced a slight decrease in 2005 due to the removal
of the once imposed trade restrictions on textile and RMG products known as the
Multi-Fibre Arrangement (MFA). Textile and RMG trade under the MFA was regulated
through bilateral export-restraint agreements between exporting and importing countries
where the former granted the latter a certain quota to allow a certain quantity of textile
and RMG products within the importing country (Van Dijk, 1996).

After the liberalisation of trade and quota removal, international textiles and RMG trade
is governed by comparative advantage and free competition (Chiron, 2004; American
Chamber of Commerce in Egypt, 2005). The elimination of the quota system made less
efficient producers and preferred suppliers — who mainly belong to developing countries
— lose their market shares to former quota restricted countries such as China and India
(Nathan Associates, 2001). Consequently this was the main reason for the decrease in
Egypt’s RMG exports in 2005.
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Egypt’s RMG exports experienced a remarkable boost from the year 2006 to 2008 as
illustrated in Figure 2.4. The Egyptian government, who was aware of the fact that
Egypt’s RMG exports might not be able to withstand the fierce competition from Asian
countries, found it imperative to be involved in trade agreements that would grant the
Egyptian RMG exports access to the major markets of RMG importing nations.
As a result, the Egyptian government succeeded in becoming part of the following trade
agreements:

- Eqypt-EU Partnership Agreement: This agreement entered into force in 2004

and it forms the legal basis governing relations between Egypt and the EU under
the network of Euro-Mediterranean Partnership Agreements between the Union
and its partners in the southern flank of the Mediterranean Sea (Raafat, 2006).
Under this Agreement Egyptian exports of manufactured goods (including RMG
products) to the EU are exempted from tariffs; meanwhile, EU exports of
manufactured goods to Egypt are also tariff-exempted according to the lists and
time frame specified in the Agreement (Ministry of Trade and Industry, 2004;

European Commission, 2007).

- The Pan Arab Free Trade Area (PAFTA): Under the PAFTA, Egyptian exports

are granted duty free access to PAFTA member countries in the North African

and Gulf region (Magder, 2005). To take advantage of the duty free exemptions,
Egyptian exports must comply with the PAFTA’s rules of origin that stipulate
that a minimum of 40% of a product’s input must originate from Egypt to be

considered as a country of origin (Ministry of Trade and Industry, 2004).

- Common Market for Eastern and Southern Africa (COMESA): It was formed as

a part of the Pan-African vision of economic integration of the continent.
COMESA member countries are granted duty-free and quota-free trade in goods
and services in addition to the free movement of goods, labour and capital
(Southern Africa Global Competitiveness Hub, 2007).

- Qualified Industrial Zones (QIZ): Under the QIZ agreement, the U.S.

government grants Egyptian industrial products free entry into the U.S. customs
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territories where these products originated from Egypt and satisfy agreed-upon
Israeli content as per predefined rules of origins (EI-Madany, 2005).
The QIZ protocol that took effect in 2005 has granted a duty free entry for
Egyptian RMG products to the U.S. market, the largest import market in the
world (El-Fiqi, 2006). Entering the U.S. market without the hindrance of the
U.S. customs on RMG which typically ranges from 18 to 34 percent, highly
supported Egypt’s RMG exports to the U.S. market (EI-Figi, 2006).

These trade agreements supported the entry of Egypt’s RMG exports to the international
market, and the remarkable growth in exports as illustrated in Figure 2.4.

It is worth noting that Egypt’s RMG exports are based on sourcing operations requested
by global RMG retailers. A sourcing strategy refers to the shift of the RMG
manufacturing processes to developing countries where the costs of production and
labour are low (Rollins et al., 2003; Bruce et al., 2004; Fernie and Azuma, 2004; Jin,
2004; Tyler et al., 2006; Akesson et al., 2007). Sourcing is also referred to as external
manufacturing where the RMG manufacturing firms are called ‘contractors’ or
‘suppliers’, and the retailer/merchandiser is called the ‘outsourcing company’ (Bruce et
al., 2004). Egyptian RMG manufacturers offer two approaches to sourcing options; Cut,
Make and Trim (CMT) and Full-Package (FP) (Magder, 2005):

» Cut, Make and Trim (CMT): in this approach, the RMG retailer provides
designs, fabrics and trims and the Egyptian RMG manufacturer (contractor)
provides labour and supplies (Phizacklea, 1990). The contractor assembles the
final product using the inputs and designs provided by the retailers - including
labelling and packaging (Oxborrow, 2000).

» Full-Package (FP): The contractor company here is responsible for many
aspects of RMG production from purchasing the fabric and trim, patternmaking,

to full production and packaging for retail sale (Dickerson, 1995).

RMG manufacturing firms in Egypt are now keener on developing long term
relationships with global retailers under the FP basis due to the many benefits of FP

contracting. Benefits of the transfer of knowledge and technology as well as learning the
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foreign retailers’ preferences, which include international standards for prices, quality
and delivery, all shape the RMG manufacturers’ abilities to be in the international
standards of the industry (Gereffi and Memedovic, 2003).

It is worth noting that FP operations enabled many Asian countries to become the top
exporters of RMG products in the global market, as well as developing from FP
contractors to brand-name manufacturing and retailing (Gereffi and Memedovic, 2003;
Tokali and Kizilgiin, 2004). According to Gereffi (1997) and Mortimore (2002) FP
contractors in Taiwan, South Korea and Singapore have already developed into
international competitors of their original clients and have become important players in
the industry.

Although the majority of Egypt’s RMG manufacturers operate under the CMT model,
many companies are now developing to run FP production (Zahran, N. personal
communication.28 February 2007). Different types of RMG retailers which include
designer shops, department stores, and discount chains are contracting on an FP basis in
Egypt. Some of these global retailers include Calvin Klein, Tommy Hilfiger, Gap, JC
Penny, Wal-Mart and Tesco (Dyetex, 2010).

2.3.4 Egypt’s RMG Exports and Global Competition

After examining the value of Egypt’s RMG exports and the trade agreements that the
Egyptian government secured to grant access for its RMG exports to the international
market, it is now important to examine Egypt’s relative competitiveness in RMG
production compared to other RMG exporting countries. According to Elkatatney
(2008) and Ghoneim and Awad (2010), Egypt offers very competitive operating costs
compared to major RMG competitors. They stated that Egypt has the lowest cost of

labour, electricity, water and building construction as shown in Table 2.2.
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Table 2.2 - Operating Costs of Major RMG Competitors

Cost Egypt Jordan | Turkey | India Tunisia | Italy
Labour ($/hr) 0.4 0.9 2.8 0.5 1.2 15
Electricity 3.0 5 7.7 8.6 10 9
(cent/KWh)

Water (cent/m®) 21 180 46 70 156 28
Natural gas 25 - 26 24.5 - 21
(cent/m®)

Building costs 120 200 180 140 400 480
($/m?)

Source: Ghoneim and Awad (2010)

Moreover, as lead times are becoming as important as price, geographical proximity and
sailing time to the major RMG importing markets are considered crucial to maintain a
2008).

Egypt’s sailing time to the U.S. East coast is reported to be 10 days which favourably

competitive position in exporting RMG products (Nathan Associates,
responds to the U.S. market shifts from a traditional two season retailing mode to six or
seven seasons (Nathan Associates, 2008). The sailing time to the U.S. from other RMG
exporting countries is significantly longer such as in Jordan (28 days), India (21 days)
and China (35 days) (Nathan Associates, 2008; Ghoneim and Awad, 2010).

Elkatatney (2008) also added that export incentive programs such as providing
companies with a tax rebate of between 4% and 7% of the ‘free on board’ (FOB) price
of RMG exports is another advantage that supports the competitiveness of Egyptian
RMG exports.

In order to give a more comprehensive overview on the position of Egypt’s RMG
exports in the global market, this section will compare Egypt’s RMG exports’
performance with other regional competitors having similar economic conditions.
China will be included to provide an indication of the share of a major RMG exporter
compared with the nations in the comparison. Egypt’s RMG exports performance is

compared with the set of countries in Table 2.3.
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Table 2.3 — Comparison of Egypt’s Share in the Global RMG Exports with Other
Countries in 2008

Country Bangladesh China Egypt Jordan Morocco Tunisia

Share in
world

Turkey

3% 33.2% 0.38% 0.35%  1.04% 1% 3.8%

RMG
trade

Source: WTO (2009)

The countries chosen for the comparison in Table 2.3 were selected to reflect the
performance of different RMG exporting countries in terms of region and development.
The set of countries includes China and Turkey which together account for nearly 37%
of global exports in RMG (WTO, 2009). Bangladesh is also included to reflect the
performance of a lesser-developed, low-wage Asian economy which greatly relies on
RMG production that accounts for 81% of its exports (WTO, 2008).

Jordan, Morocco and Tunisia are the regional competitors for Egypt in RMG exports.
Tunisia’s exports of RMG products are nearly three times the amount of RMG exports
as Egypt despite having a population only about 13% the size (CIA, 2009).
Similarly, Morocco has a workforce less than half the size of Egypt’s but nearly three
times its exports (CIA, 2009; WTO, 2009). In addition, Morocco signed a free trade
agreement (FTA) with the U.S. in 2004 which further intensifies the competition with
Egypt in the U.S. market (Anon, 2008). Jordan is also included not just because it is a
regional competitor but also because the Jordanian government signed a QIZ agreement
with the U.S. which guarantees duty free access to its RMG exports to the U.S. (World
Bank, 2006).

Although the RMG manufacturing industry derives a strategic nature to Egypt’s
economy due to its large share in the finished commodities exports, and despite the
Egyptian government’s efforts in leveraging the potential of this industry through trade
agreements, investment and privatisation Egypt’s RMG exports account for only 0.38%
of the global trade in this sector (Author based on WTO, 2009).
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Magder (2005) and Abdelsalam and Fahmy (2009) revealed that Egypt’s comparative
advantage (RCA) in RMG exports, which shows the importance of the country as a
supplier of a product to the world market relative to all exporting countries, was
relatively low. Moreover, Marello et al. (2009) who examined the share of RMG
exporting countries in the U.S. market showed that despite the preferential access
granted to Egypt’s RMG exports, Egypt was not considered one of the top RMG
exporters to the U.S. market. They further stated that the top exporters to the U.S. RMG
market did not have any preferential access to the U.S. market and were successful in

exporting more RMG products than Egypt.

This low share of Egypt’s RMG exports in the global market suggests the existence of
factors that contribute to such performance. The following sections discuss the factors
that affect Egypt’s RMG sector competitiveness in the global market and the measures

that could be implemented to improve Egypt’s RMG exports.

2.4 FACTORS AFFECTING THE COMPETITIVENESS OF EGYPT’S RMG
EXPORTS IN THE GLOBAL MARKET

Retailers in major RMG importing markets assess potential sourcing countries using a
number of factors which assist them in making their sourcing decision.
These factors reflect the country’s competitiveness in the RMG sector.
The assessment factors include infrastructure and proximity to markets, labour and
management, business climate, market access, raw-material inputs, the level of service
provided and reliability of supplier (U.S. International Trade Commission, 2005).
This section will not assess Egypt’s RMG manufacturing industry using the previously
mentioned criteria, but it will highlight the factors which could be hindering Egypt in
utilising the potential of RMG exports to the global market. Table 2.4 displays in detail

the factors and elements of competitiveness for the RMG sector in a country.
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Table 2.4 — The RMG Sector: Factors of Competitiveness

Infrastructure and Proximity to Labour and Management
Markets
« Roads, ports, rail, and airports for moving « Availability of workers
goods into and out of the country » Compensation rates
« Shipping and other transportation times and » Labour skills and productivity
costs * Availability of qualified managers,
* Proximity to major markets including middle management
* Access to reliable sources of energy,
water, and telecommunications Market Access
« Preferential access in major markets
Business Climate Raw-Material Inputs
« Political stability « Access to quality and cost-competitive
« Safety of personnel domestic or regional yarn and fabric
« Security of production and shipping production
* Transparent and predictable legal, » Tariffs on imports of raw materials
commercial, and regulatory system * Cost and availability of capital to invest in
* Minimal administrative burden and new machinery and purchase raw materials
corruption
» Compliance with internationally
recognised health and labour standards Level of service provided and
* Subsidies and tax credits T :
« Freo trade 20nes reliability of supplier
* Real exchange rates - - - -
» Market demand and economic growth . Repu_tatlon fpr guality and on-time dellyery
» Existing business networks (supply chain
linkages, relationship with customers)
* Level of service provided (full-package
versus cut, make and trim)
» Flexibility and variety in products and lot
sizes offered
* Lead time and flexibility to respond to
quick turnaround orders

Source: U.S. International Trade Commission (2005)

As previously discussed in this chapter, Egypt’s RMG manufacturing industry has many
advantages which are positively affecting its competitiveness, such as geographical
location, preferential access in many markets, availability of workers, types of service
provided (CMT and FP) and quality of raw materials. However, many studies have
shown that there is a wide range of factors that have a negative impact on the
competitiveness of the RMG manufacturing industry in Egypt. The most cited factors in
the literature relate to: tariffs and taxes, publicly-owned textiles companies, trade
logistics, high labour costs and lack of strong relationship with global retailers as will be

presented in the following sections.
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2.4.1 Tariffs and Taxes

The Egyptian government protects the RMG manufacturing industry through customs
and tax measures relating to the inputs used in RMG manufacturing (Labib, 2001;
El-Fiqi, 2004; American Chamber of Commerce in Egypt, 2005). With the constraints
imposed by the government on the imported fabrics, RMG manufacturers are
sometimes forced to use lower quality domestic materials which reduce the
competitiveness of the RMG exports (World Bank, 2006; Abdelsalam and Fahmy,
2009). Thus RMG manufacturers tend to sell their products in the local market rather
than the international one as competition is less severe and local buyers are less
demanding in terms of quality and fashion than foreign buyers (World Bank, 2006).
Moreover, manufacturing activity in Egypt is subject to several forms of customs duties
and taxes which also raise production costs rendering the price of the final product

uncompetitive (Central Bank of Egypt, 2009).

Abdelsalam and Fahmy (2009) recommended that the Egyptian government should
study and follow the successful strategies applied by other global exporters and reduce
both the taxes on exports and the customs duties on imported raw materials to increase

the competitiveness of Egypt’s clothing exports.

2.4.2 Publicly-Owned Textiles Companies

Publicly dominated textiles companies which produce the inputs for the RMG
manufacturing companies, suffer from serious problems. Low productivity, outdated
technology, poor management and marketing, unsuitable products, excess labour and
high prices have a very negative impact on the textiles and RMG industry spectrum in
Egypt (El-Figi, 2000; Al-Amrousi, 2006). Producing low quality inputs as a result of the
abovementioned problems impact the RMG industry in not producing competitive
RMG articles and also affect the textiles industry by hindering the exports of textile
products to the global market (ElI-Madany, 2005; Al-Amrousi, 2006). These problems
arose due to the unplanned upsizing, deficient management and weak capital investment

(American Chamber of Commerce in Egypt, 2005).
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2.4.3 Trade Logistics

Although Egypt has the geographical advantage of being located close to the European,
North African and Middle Eastern markets, this advantage is somehow weakened by
poor infrastructure and transportation. Freight transportation in Egypt is somewhat
costly due to relatively high fees and charges in addition to the inefficiency of the firms
undertaking such activities (Ghoneim and Pigato, 2006). Moreover, the average
clearance time in some Egyptian ports ranges from four to five days compared to two
days in regional ports in Morocco, Qatar and the United Arab Emirates (UAE)
(American Chamber of Commerce in Egypt, 2005). Some Egyptian ports, as reported
by Fawzy and Masoud (2003), suffer from high container prices and slow procedures.
Studies have shown that issues related to inefficient road systems, outdated trucks and
lack of facilities at ports significantly add to the costs incurred by Egyptian RMG
producers (Enders, 2007). Therefore, Ghoneim and Pigato (2006) stressed that there is
an urgent need to upgrade port facilities including handling and customs procedures
especially if the RMG manufacturing industry is to take advantage of the geographical
proximity to Europe. They further added that geographical proximity does not count for
much if the lead time in Egypt is much longer than that in other countries.
The study by the World Bank (2006) on RMG exporters in the MENA region endorsed
the same view and stressed that Egypt needs to take some measures in order to improve
its trade logistics as it is affecting its competitiveness in RMG exports.
The study recommended for instance the reduction of the number of documents and

signatures needed to process imported raw materials for RMG manufacturing.

2.4.4 High Labour Costs

Cheap labour cost has been mentioned in many studies as one of the advantages that
RMG manufacturing has in Egypt (Someya et al.,, 2002; World Bank, 2006).
However, when compared with other RMG exporting countries, it was revealed that
labour costs in Egypt are higher than in India, Indonesia and Turkey (EI-Figi, 2000).
Said (2005) expressed that this higher cost of labour is attributed to the over-manning in
the RMG and textile factories. Wahish (2009) further added that productivity per minute
among Egyptian workers is almost 50% lower than among top exporters’ countries like

Bangladesh. She also stated that Egyptian RMG producers suffer an 8 to 15% turnover
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of staff per month and 12% absenteeism per day. Other factors that contribute to the
higher labour costs are related to the regulatory system (Loza, 2006).
Government regulations require factory owners to provide transportation means for
workers from their homes to factory location in addition to the deduction of a salary
percentage by the government for training (Loza, 2006). RMG producers expressed that
the deducted salary percentage by the government for training is considered unjustified

cost as the Ministry of Manpower has never trained any employee (Loza, 2006).

2.4.5 Lack of Strong Relationships with Global Retailers

Retailers in the RMG business have gained definite experience and leadership over
RMG manufacturers due to their proximity and greater understanding of the market
(Joshi, 2002; Hearson et al., 2006). They have shaped the way of competition to be
based on innovation, new designs and new marketing methods instead of focusing on
cost reductions which is solely achieved through innovations in production techniques
(Joshi, 2002). One of the factors affecting Egypt’s RMG exports’ competitiveness in the
global market is the lack of strong relationships with large international retailers or
brand name merchandisers (World Bank, 2006). The majority of Egypt’s clothing
exports are of basic, standardised clothing articles which face constant competition from
companies in locations where labour is cheaper (Fawzy and Masoud, 2003).
Thus in order to strengthen their relationship with large retailers, Egyptian
manufacturers would need to develop their abilities in replenishing orders quickly and

reducing production costs (Someya et al., 2002).

It is worth mentioning that the factors previously discussed may not be the only factors
that negatively affect Egypt’s RMG exports in the global market. However it can be
claimed that they do impact upon the competitiveness of Egypt’s RMG products and
thus should be addressed by the designated bodies if the RMG industry is to take a
better position in the international market.
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2.5 MEASURES TO SUPPORT THE COMPETITIVENESS OF EGYPT’S RMG
EXPORTS

There is no doubt that the factors discussed in the previous section negatively affect
Egypt’s chances to be selected as a preferred RMG supplier for global retailers.
It is worth noting that the factors previously discussed are in a way common with other
developing countries as stated in the report of UNCTAD on the textile and RMG sectors
in developing nations (UNCTAD, 2005). However, the regional competitors mentioned
previously in Table 2.2, who are also classified as developing nations, have similar
problems and weaknesses as those in Egypt and still manage to successfully export
triple the volume of Egypt’s RMG exports (Magder, 2005; WTO, 2008).
As emphasised by Magder (2005), Egypt’s regional competitors were able to export
more RMG products than Egypt despite having smaller economies and facing similarly
high tariffs on imported inputs. It is thus very important to examine the measures taken
by these countries that allowed them to overcome the challenges and to export more
RMG products to the global market.

As stated by the International Labour Office (2004) and Morocco Textile Association
(2009), Morocco and Tunisia recognised that there are two types of factors influencing
their RMG sector’s competitiveness:
- those which are beyond their direct control such as country infrastructure and
governmental policies, and,;
- Other factors which are under their direct control such as improving efficiency

and management capabilities.

Morocco and Tunisia paid more attention to those factors which are under their direct
control and thus were able to increase their exports to the global market (Magder, 2005;
Munir, 2005). Hence it is crucial for Egyptian companies to do the same and to look for
methods that would differentiate them as suppliers in the global RMG chains by looking
at all the advantages they have and those they could build.

Therefore, the following section will present a number of measures that could be
implemented by Egypt’s RMG manufacturers compiled from studies addressing the

Egyptian RMG sector as well as from other studies addressing the RMG sector in other
31



developing nations with similar conditions to Egypt. The measures presented below
include the upgrade from CMT to FP, the adoption of quick response technology,
supply chain coordination and management, alignment of logistics responsibilities,
knowledge management, benchmarking performance against supplier selection criteria,
and developing labour and management skills. It is important to note that these
measures are not the only measures that can be implemented by RMG manufacturers in
Egypt to increase their competitiveness in the global market, but perhaps they can
positively affect their performance and consequently their exports to the international

market.

2.5.1 The Upgrade from CMT to FP

As stated earlier, Egyptian RMG manufacturers are looking toward becoming FP
contractors which would bring them more benefits than being CMT contractors who are
focusing on low value added products. This upgrade from CMT to FP would require
RMG manufacturers to focus on improving product quality by investing in training to
increase the skill level of workers, improving quality control processes and
strengthening linkages to local and foreign suppliers of high quality inputs
(Magder, 2005; U.S. International Trade Commission, 2005; Kunz and Garner, 2007).
RMG manufacturers in Egypt should however not only aspire toward FP operations but
should also work towards developing into brand-name manufacturing and retailing like

their counterparts in South East Asia.

2.5.2 The Adoption of Quick Response Technology

In order to compete with the global RMG exporters which are capable of meeting the
increasing demands of powerful retailers, Egyptian RMG manufacturers need to
develop technological measures and practices, specifically quick response.
Point of Sale (POS) and Electronic Data Interchange (EDI) systems allow the transfer of
real time information to the different parties involved in the retailer’s supply chain in
order to facilitate automatic reordering and to allow the RMG manufacturer to manage
the retailers’ inventories (Sen, 2003). A quick response system would enable the RMG
manufacturer to adjust the production of different styles, colours and sizes in response

to retail sales during the season which would significantly reduce the cycle times and
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decrease risks as well as inventories at each stage of manufacturing and retailing
operations (Lowson et al., 1999; Al-Zubaidi and Tyler, 2004; Fernie and Azuma, 2005).
Under the quick response system, RMG manufacturers would be required to label units,
track sales, exchange electronic information on current sales with retailers, and to
provide products to retailer’s distribution centres in ways that would allow products to
be moved efficiently to stores for distribution (boxes marked with computer-scannable
symbols concerning contents; shipment of products ready for display in retail stores)
(Rosenau and Wilson, 2006). In addition, the adoption of the quick response system by
RMG manufacturers is now considered among the crucial factors upon which retailers
make their sourcing decisions (Bhutta and Huq, 2002; Teng and Jaramillo, 2005;
Akesson et al., 2007). Thus adopting that type of technology not only increases the
chances of Egypt’s RMG manufacturers to be selected as suppliers, but it also enables
the development of long term relationships with RMG retailers who would be keen to
keep their relationships with suppliers capable of meeting their exacting demands.

2.5.3 The Improvement of Supply Chain Coordination and Management

Managing the supply chain of the RMG manufacturing industry is a sophisticated and
challenging mission as it includes the management of multiple production locations and
the delivery of products that have a very short life-cycle to a large number of global
retailers (Fernie and Sparks, 1998). This consequently requires robust, connected and
transparent networks of partners that include logistics service providers, sub-contractors

and suppliers.

The improvements of supply chain coordination and management to meet the retailer’s
expectations is another important dimension that RMG manufacturers can develop.
The breakdown in communication or coordination between entities in the supply chain
disrupts downstream operations which adds cost and introduces delays
(Oxborrow, 2000; Magder, 2005). RMG manufacturers in Egypt can thus improve
coordination with supply chain partners by establishing strong business procedures for
working together, increasing partner visibility into their operations and developing
longer-term service contracts that increase the predictability of demand as well as price
(Author based on Christopher et al., 2004). By establishing longer-term partnerships
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with tighter linkages, supply chain partners can collaborate on addressing problems that

require coordinated, longer-term attention.

2.5.4 Alignment of Logistics Responsibilities

Logistics activities in RMG manufacturing companies in Egypt overlap between
different departments which result in the inefficient organisation and implementation of
logistics improvements (Zahran, N. personal communication.28 February 2007).
The study conducted by CARANA Corporation (2005) on Bulgaria’s textile and RMG
sector, revealed that the logistics function is also the responsibility of exports,
marketing and imports departments which result in the existence of an overlap of
responsibilities between these different departments leading to ineffective performance.
Thus the study suggested the establishment of logistics departments in clothing firms
staffed with qualified employees who are capable of operating and managing logistics
activities efficiently and effectively. Egyptian RMG manufacturers could implement
this by clearly defining the tasks and responsibilities of the logistics department and
ensure that they are not overlapping with the responsibilities of any other department

within the company.

2.5.5 Knowledge Management

A study conducted by Chan et al. (2007) on RMG manufacturers in Hong Kong,
suggests that new knowledge should be acquired by RMG manufacturers who are
aiming to increase their exports to the international market. This new knowledge
comprises product development management, alteration of product configuration for
fitting different market needs, market knowledge and management skills for handling
different issues among the diversified ethnic locations (Chan et al., 2007).
Moreover, they stressed on developing a knowledge management system which would
retain the knowledge gained from RMG retailers that contract with RMG manufacturers
either on CMT or FP basis.

RMG manufacturers must retain experiential knowledge obtained in the workplace,
production process experience, and the development of a sense of product preference.
This system would retain this knowledge that could be lost if the RMG retailers

transfers to other lower labour cost locations (Chan et al., 2007). Thus this strategy
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would allow RMG manufacturers to benefit from the experiences gained from dealing
with different RMG retailers and would support the accumulation of knowledge which

would support in performance development and production upgrading.

2.5.6 Benchmark Performance against Supplier Evaluation Criteria

As shown earlier in Table 2.3, global RMG retailers assess potential sourcing countries
according to a set of criteria. Retailers also use another set of criteria to evaluate the
performance of potential suppliers/contractors to ensure that their performance level
will meet their business goals. This set of criteria is called supplier evaluation models or
supplier selection models. Numerous models exist in the literature for selecting
potential suppliers in any type of industry, however, Teng and Jaramillo (2005)
developed a model that is specific to evaluating the supply chain management practices
of RMG manufacturers in order to establish a close buyer-supplier relationship that goes
beyond price negotiation. The model consists of five clusters that contain three to five
factors each; the five clusters are: delivery, flexibility, quality, reliability and cost

(Teng and Jaramillo, 2005). Figure 2.5 illustrates the supplier performance evaluation

matrix.
»Geographic «Capacity * Customer * Feeling of * Supplier's
location « Inventory service trust selling price
Freight terms availability «Certifications « Country's * Internal cost
*Trade « Information * % of on- political « Ordering
restrictions sharing time situation and invoicing
«Total order «Negotiability shipments + Currency
lead time «Customisation « Continuous exchange
improvement » Warranty
programs policies

Figure 2.5 — Supplier Performance Evaluation Matrix
Source: Teng and Jaramillo (2005)

Not only is this supplier evaluation model an effective tool for RMG retailers, it is also
beneficial for RMG manufacturers. This evaluation model can be used as a

benchmarking tool by RMG manufacturers to evaluate their current performance level
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and to determine the performance gaps to be filled in order to increase their chances of

being selected as potential suppliers for global RMG retailers.

2.5.7 Develop Labour and Management Skills

The skills of labour and management have a direct impact on the productivity levels in
the RMG sector (Farghally, 2008; Marello et al., 2009). Employees’ productivity in the
RMG manufacturing business support companies in attaining a higher market share and
increasing the level of exports as explained by Marello et al. (2009). In Egypt, there is a
shortage of skilled management and technical staff in RMG factories as stated by
Ghoneim and Pigato (2006). Wahish (2009) added that there is a lack of training for
management staff in the RMG industry despite the fact that the provision of training for
middle and top management would introduce better planning and control that could

increase productivity by 20% in RMG manufacturing companies.

The study of the World Bank (2006) stressed that Egypt as well as RMG exporters in
the MENA region should particularly enhance productivity by investing in employee
training that would target trade and logistics topics. The logistics function, as stated by
Christopher and Peck (1997) and Bruce et al. (2004), highly supports the
competitiveness of RMG exports in the global market which strengthens the importance
of employee training in this area. Additionally, the study conducted by the U.S.
International Trade Commission (2005) reported that the lack of skilled logistics
managers in Mexico was one of the major reasons causing problems for U.S. importers
sourcing from Mexico. This fact further reinforces the necessity of developing qualified
staff that is capable of operating and managing logistics in RMG manufacturing

companies in Egypt.

After discussing the different measures that could be implemented by RMG
manufacturers in Egypt, it could be stated that these measures are in a way connected
and related. One interpretation of this could be that if, for instance, management and
labour have the required skills, they will be capable of upgrading the companies’
performance from CMT to FP, supporting the adoption of new technologies, improving
supply chain performance, aligning logistics activities, and keeping and effectively

utilising the knowledge gained from RMG retailers. Thus, this draws attention to the
36



fact that maybe the skills of labour and management have a much deeper impact on
RMG manufacturers in Egypt than it is acknowledged in the literature and practice.
Therefore the following section will just focus on the skills of labour and management
in the RMG manufacturing industry in Egypt and their potential impact on companies’

performance.

26 THE ROLE OF THE HUMAN FACTOR IN SUPPORTING THE
COMPETITIVENESS OF EGYPT’S RMG EXPORTS

As discussed earlier, Tunisia, Morocco and other developing countries succeeded in
increasing their RMG exports despite the problems and challenges faced by poor
infrastructure and high tariffs. They focused on developing the factors that are under
their direct control such as improving efficiency and management capabilities.
Therefore this section will provide an overview on the role of skilled labour and
management which was stated as one of the possible measures by which to increase the
competitiveness of Egypt’s RMG exports. The following sections will also examine the
relationship between labour productivity and competitiveness with special emphasis on

the issues of training and skills in the Egyptian RMG industry.

2.6.1 Labour Productivity and Competitiveness in the Egyptian RMG Industry

The relationship between labour productivity and competitiveness in the RMG industry
was explained by Marello et al. (2009) when they highlighted the link between
productivity and the attainment of high market share. They stated that labour
productivity in the RMG industry is affected by the speed with which cutters, sewing
operators, and pressers do their production jobs and also by the technical and
management skills of supervisors, engineers and managers, who plan, oversee work and
effectively fulfil customers’ orders. Thus labour productivity in the RMG sector is

affected by the skills of both vocational workers and managers.

Marello et al. (2009) and Joshi (2002) further explained that when labour and
management have the required skills then productivity is increased, unit costs are
reduced, wages can be raised and exports and market share can be increased as shown in

Figure 2.6.
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Figure 2.6 — The Impact of Skilled Labour and Management on RMG
Manufacturers
Source: The Author based on Marello et al. (2009)

In general, the issue of labour has been stated as both an advantage and a challenge
towards achieving competitiveness in the RMG manufacturing industry in Egypt.
It was stated as an advantage because the supply of labour available in Egypt meets the
demand of RMG manufacturers while it was stated as a challenge because of the low
productivity and lack of skills (Magder, 2005). It was even claimed in some studies that
the low productivity and lack of skilled workers in the Egyptian RMG industry are
strongly affecting the competitiveness of Egypt’s RMG exports to the global market
when compared with other RMG exporters (Awni, 2009; Marello et al., 2009).
It was clearly emphasised in the study conducted by Awni (2009) that despite the
preferential access that Egypt enjoys to the U.S. market through the QIZ agreement,
Egyptian RMG exports are quite low when compared with other RMG exporters who
do not have any preferential access to the U.S. market. He stressed that the low
productivity of labour and management is responsible for affecting Egypt’s RMG
exports in such a way.
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Although labour productivity is one of the factors negatively impacting Egypt’s RMG
exports, it was found that there is a great lack in research addressing this issue.
In a review of the literature on the RMG industry in Egypt, many studies were found to
cover an array of topics such as chemicals used in RMG manufacturing, pattern designs,
the use of cotton through Egyptian history, etc. However, few studies were found to
cover the factors of competitiveness in the RMG manufacturing sector that were
previously shown in Table 2.4 namely: infrastructure and proximity to markets, labour
and management, market access, business climate, raw-material inputs, and level of

service provided and reliability of supplier.

Table 2.5 shows the studies conducted on the Egyptian RMG manufacturing industry
and the factors of competitiveness covered within these studies. It is clear that the
majority of studies examined factors related to market access that is granted to Egyptian
RMG manufacturers as a result of the various trade agreements and the factors related to
raw materials inputs. Only two studies were found to address the issue of labour and
management where the focus of these studies was on recognising the existence of the
problem of low productivity especially labour and the recommendations of some
measures to be taken by designated authorities and organisations.

39



Table 2.5 — Studies Conducted on the Egyptian RMG Manufacturing Industry and the Factors of Competitiveness Covered

FACTORS OF COMPETITIVENESS
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Kheir-EI-Din and Potential impact of a free trade agreement with the EU on the x X
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There are various reasons responsible for the low productivity of labour and
management in the RMG industry in Egypt. These reasons include: poor management
practices, lack of adequate training, lack of motivation, working conditions and lack of
incentives (Loiselle, 2009; Marello et al., 2009). But one of the primary reasons for the
low productivity in Egypt’s RMG industry is the lack of adequate training which is

discussed in the following section.

2.6.2 Training and Skills in the Egyptian RMG Industry

It was not until the year 2009 that researchers identified the link between low
productivity and training within the RMG sector in Egypt. Awni (2009) and Tolba
(2009) stated that training is one of the main factors affecting productivity and quality
in the RMG manufacturing industry in Egypt. Tolba (2009) confirmed that training in
Egypt is minimal and only provided to machine operators at the commencement of their
jobs. He also provided a table that shows the frequencies of the provision of training to
employees in Egyptian RMG manufacturing companies compared with other RMG

exporters’ countries. This benchmark is shown in Table 2.6

Table 2.6 — Benchmarking Training in RMG Exporting Countries

Position China India Tunisia Turkey Egypt

Machine operator
Operator assistant
Supervisor

Engineer

Assistant engineer
Administration assistant

Administration manager

(0)None (1) onentry (2) once/year (3) more than once/year
Source: Tolba (2009)

It is worth noting however that Table 2.6 does not account for the duration or the

number of hours allocated for training. Such information could have provided a better
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comparison on the frequencies and duration of training in the different RMG exporters’

countries.

Ongoing training of staff is evidently not common practice in RMG manufacturing
companies in Egypt when compared with the other RMG exporters. Table 2.6 indicates

the need to provide frequent training across all levels in RMG manufacturing firms in

Egypt.

Awni (2009) stressed that RMG manufacturers need to address the issue of the
inadequate training of managers and workers. He added that the capacity of any RMG
manufacturing company to generate value is primarily determined by the number and
quality of its workers and top management. The importance of this fact is that RMG
retailers and investors follow value and not just low labour costs. Therefore immediate
actions need to be taken otherwise foreign RMG retailers and investors will seek other
countries for their sourcing and investment decisions, and consequently threaten

Egypt’s RMG exports.

Helal (2009) recommended that RMG manufacturing companies in Egypt need to start
identifying the skills gaps of its employees through audits and training needs analysis
(TNA). He noted that the identification of the actual skills deficiencies is crucial as it
plays an important role in the effectiveness of the training provided.
If skills deficiencies were not diagnosed properly, the wrong training will be provided
resulting in a loss of time, money and effort. Moreover, the employees themselves
might lose interest and motivation in pursuing or participating in any training or
learning activity as they would not be capable of seeing the benefits of this
inappropriate training to their jobs. Helal (2009) also emphasised that after the
identification of skills gaps, RMG manufacturers would need to develop demand-led
training packages with either local or international organisations in order to guarantee

that these packages address the gaps that RMG manufacturers need to fulfil.

Skills identification and training were found to have a direct correlation with export
performance. Awni (2009) expressed that RMG manufacturing companies who are

capable of identifying the required skills and providing training across the organisation,
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are more able to export than other companies who train operators only. It is also worth
noting that not only do these companies perform well in terms of exports, but also they
are successful in developing loyalty with their workforce (Marello et al., 2009).

In conclusion, it could be said that the low productivity of the workforce in the Egyptian
RMG industry is a factor that negatively affect the competitiveness of Egypt’s RMG
exports. One of the possible reasons for the low productivity — as previously discussed
in the literature — is the lack of skills which could be a likely result of the very weak
provision of training in Egyptian RMG manufacturing companies. This lack of skills
could deeply affect the RMG manufacturing industry in Egypt despite the other
advantages that this industry possesses. Figure 2.7 presents the possible relationship
between the lack of training and the low competitiveness of Egypt’s RMG exports as

depicted in the literature.

Lack of training ‘ Lack of skills

Low competitiveness of
Egypt's RMG exports

Low productivity

Figure 2.7 — The Relationship between the Lack of Training and the Low
Competitiveness of Egypt’s RMG Exports
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It is worth noting that Figure 2.7 presents a conceptual conclusion of the findings from
the literature and it does not imply that this relationship has been empirically

investigated neither in previous research nor in this study.

After recognising the great need for training and increasing the skills’ levels of the
workforce in the RMG manufacturing companies in Egypt, the following section will
focus particularly on logistics executives and how their skills can support the

competitiveness of Egypt’s RMG manufacturing companies.

2.6.3 Focusing on Logistics Executives: Examining Potentials to Support
Competitiveness

Effective logistics management in the RMG supply chain has been recognised widely as
vital to achieve competitive advantage. The presence of ample examples on
international RMG manufacturers and retailers in the literature who were capable of
achieving competitive advantage through logistics management such as Benetton and
Zara, emphasises the importance of logistics in the RMG industry (Chopra and Meindl,
2004). The interest of academics has also been witnessed in logistics and supply chain
practices in the RMG industry to examine a wide variety of topics namely: supply chain
models, strategies, suppliers’ relations and technology implementation such as in
Forza and Vinelli (2000), Rollins et al. (2003), Teng and Jaramillo (2005) and
Birtwistle et al. (2006).

There are many reasons for logistics to be an essential tool towards achieving
competitive advantage for RMG manufacturers. Peterson and Ekwall (2007) stated that
the RMG business is characterised by rapid fashion changes, tremendous product
variety and high competition in the global market. Therefore the need for a logistics
system that can manage production and delivery of products to retailers to fulfil the
customers’ needs at exactly the right time is indeed crucial (Peterson and Ekwall, 2007).
If logistics is not managed effectively, damages would affect both RMG manufacturers
and RMG retailers. RMG manufacturers would risk losing the relationship with
retailers, while the retailers’ business can become in jeopardy, facing lost sales, low
customer service level as well as the increased risk of selling unsold goods at reduced

prices (Abernathy et al., 1999; Peterson and Ekwall, 2007).
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Thus, the way RMG manufacturing companies manage the flow of goods determines
how efficiently, reliably and cost effectively the RMG reach their destination markets.
The more capable the RMG manufacturers at meeting delivery deadlines and satisfying
the retailers, the more likely they will secure profitable relationships with retailers,
increasing exports and profit (Teng and Jaramillo, 2005).

Consequently this draws the attention to those responsible of managing the logistics
function in RMG manufacturing companies. Noting the way logistics affects the
profitability of RMG manufacturing companies, emphasises the role that skilled
logistics executives could play in supporting the competitiveness of RMG
manufacturers.

Competent logistics executives can support RMG manufacturing companies to:

» Develop a logistics vision to focus on customer satisfaction (retailers and end-
customers) and on how to integrate functional areas to deliver satisfaction
(Dapiran, 1992);

» Coordinate with internal and external parties to ensure that logistics operations
are effected in a timely and accurate manner (Sutton, 1990);

» Reduce deficiencies in logistics operations to improve quality (Wu, 2007);

» Ensure the efficiency of logistics processes to maximise financial revenue
(Miller, 2008);

» Develop strategies that would provide the best solutions for the company, its
suppliers and customers (Rowat, 2008); and

» Develop the skills and competencies of logistics employees (Sutton, 1990).

Thus it can be concluded that logistics executives can play a vital role in supporting
RMG manufacturing companies to secure profitable relationships with global RMG

retailers who are considered the essential gateway to the global market.

It can therefore be claimed that training and skills development of logistics executives
are in fact vital to support the competitiveness of RMG manufacturing companies in
Egypt. This consequently raises the following questions:

e What competencies should logistics executives have for effective job

performance in RMG manufacturing companies?
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e What methods should be used to define these competencies?
e What methods should be used to define the training needs of logistics

executives?

Review of the literature on the competencies of logistics executives in RMG
manufacturing companies in Egypt failed to identify any study that addressed this topic.
However, a significant number of studies, mainly conducted in the U.S. and Europe,
investigated the skills necessary for successful logistics executives targeting samples
from across the different industrial and services sectors. Therefore the following chapter
will mainly focus on providing a review of these studies to examine the skills identified
for logistics executives and the methods used to identify them. This will consequently
assist in answering the first two questions concerned with the competencies of logistics
executives and the methods used to identify them. Moreover, the following chapter will
review some training and development issues in logistics that will assist in answering
the third question which is concerned with the identification of training needs of

logistics executives.

2.7 CHAPTER SUMMARY

This chapter presented a comprehensive overview of the RMG manufacturing industry
in Egypt and its importance to Egypt’s economy which is reflected in the value of
exports, employment and investments. Special emphasis was given to Egypt’s RMG
exports’ performance in the global market by comparing its share of exports with
regional competitors. It was found that although the regional competitors are facing the
same drawbacks found in Egypt which relate to infrastructure and governmental
policies, they were successful at exporting more than double Egypt’s RMG exports.
A discussion of the key factors which are negatively affecting the competitiveness of
Egypt’s RMG exports was provided in addition to the measures that could be
implemented by Egyptian RMG manufacturing companies to improve performance.

This chapter focused on the role of the workforce in supporting the competitiveness of
Egypt’s RMG exports. It was revealed that the low productivity of the Egyptian
workforce is one of the principal factors negatively impacting Egypt’s RMG exports.

It was also found that this low productivity is contributed to the lack of skills and
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training in Egyptian RMG manufacturing companies. The chapter concludes by
emphasising the role that competent logistics executives can play to support the
competitiveness of RMG manufacturers and by stressing on the importance of their
training and skills development. The following chapter will further emphasise the
importance of skilled logistics personnel to organisations seeking competitive advantage
and it will focus on reviewing the studies which investigated the skills required for

logistics executives.
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CHAPTER THREE: LOGISTICS AND SUPPLY
CHAIN MANAGEMENT:
SKILLS, TRAINING AND
COMPETITIVENESS

3.1 INTRODUCTION

Logistics and supply chain management (SCM) have been significant areas of interest
among business organisations for some years and RMG manufacturing companies are
no exception. Many companies have succeeded in securing strong positions in today’s
global market due to their best practices in logistics and SCM which have become
evident tools towards competitiveness. The concepts of logistics and SCM are not new
to modern business and they have actually existed throughout history but under
different titles and approaches. It was not until the free trade movement and
globalisation that companies truly recognised the contribution of logistics and SCM to
face the escalating competitive pressures and increased performance requirements.
In recent years, there has been a growing awareness of the critical role played by people
in the context of supply chain success. The skills and knowledge of employees are now
recognised as a tool to leverage supply chain performance and ultimately the

organisation’s competitiveness in the markets.

This chapter starts with an overview on the concepts of logistics and SCM to understand
the activities and dynamics that influence strategies and management.
The integration of logistics in the different modes of competition is also discussed to
emphasise its role towards achieving competitive advantage and to emphasise the
importance of addressing the logistics function in this study. Moreover, this chapter
discusses the business and development trends that have influenced the increasing
demand for skilled logistics personnel to further justify the selection of the senior
logistics manager to be the focus of this study. Consequently a thorough review on the
skills of logistics managers is conducted by highlighting the findings of studies which
focused on investigating the skills of logistics managers and the methods used to

identify them.
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This review assists in identifying the gaps that exist in the literature and in considering
the methods necessary by which they can be filled. The chapter concludes by stressing
on the importance of training and development of logistics managers to rationalise the

development of the competency framework to be used as a tool for training purposes.

3.2 BACKGROUND ON LOGISTICS AND SUPPLY CHAIN MANAGEMENT
This part presents a basic background on the concepts of logistics and SCM by tracking
the development, definitions, and the key business practices and strategies that have

evolved with the development of both concepts.

3.2.1 Logistics Management

Logistics is generally known as the movement of goods from one place to another, but it
was not until mid1980s that the term logistics had become more popular to the business
arena (Cavinato, 1982; Langley, 1986; Lummus et al., 2001).

The 1980s could be described as an era of maturity for logistics which is demonstrated
by the emphasis on customer service and the recognition of the positive impact
well-managed logistics operations have on cash flow by the reduction of order cycle
time (Bowersox, 1983; Langley, 1986; Stock and Lambert 2001).
In addition, professional associations such as the Council of Physical Distribution
Management which was renamed in the 1980s to become the Council of Logistics
Management (CLM) took a more distinctive role in clarifying and promoting the

concept of logistics and restating its definition of logistics to become:

“Logistics is the process of planning, implementing and
controlling the efficient, cost-effective flow and storage of
raw materials, in-process inventory, finished goods and
related information from point of origin to point of
consumption for the purpose of conforming to customer
requirements”.

(Council of Logistics Management 1986, cited by Langley
1986, p.5)

The definition is clearly presenting the spectrum of the logistics process incorporating

both the inbound and outbound movement of materials and goods as well as stressing
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on the coordination of the process to achieve the required customer service level. Figure

3.1 shows the logistics activities.

Business logistics
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Warehousing
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Protective Packaging
Warehousing

Materials Handling
Information Maintenance

Figure 3.1 — Logistics Activities

Source: Ballou (2004)

Vital areas of research during the 1980s focused on the managerial aspects of logistics
management targeting the strategic level. For instance, Capacino and Rosenfield (1984)

explained the three stage process that companies should follow for strategic logistics

planning:

use logistics to differentiate the company;

s The first stage is to search for methods by which to ‘leverage’ logistics i.e. how to

% The second stage is to involve physical distribution managers in evaluating the

impacts of the proposed corporate plans; and

« The third stage is to develop a strategic logistics plan that would support the

corporate plan and all the functional areas to perform in the most efficient way.

They have further emphasised a number of analytical tools to be used for strategic

logistics planning namely: logistics cost analysis, decision-support models, traditional
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manufacturing strategy tools, the Shapiro grid framework and cost-service trade-off

Ccurves.

It is also worth mentioning that the 1980s witnessed the recognition of logistics being of
true strategic importance and a means towards developing competitive advantage.
South (1981) discussed competitive advantage in business performance and stated that
“competitive positions are determined by manufacturing process, distribution
approaches and product offering” (South, 1981, p. 16). He also showed that competitive

advantage is achieved through:

- Concentration on particular market segments;
- Offering products that differ from competitors; and

- Using alternative distribution channels and manufacturing processes.

Although South (1981) did not explicitly state that logistics management could
contribute to achieve competitive advantage, he referred to some terms including
‘distribution channels’ and ‘manufacturing process’ that are connected with logistics
management. Shapiro (1984) discussed a number of modes of competition and the
aspects in which logistics can leverage towards achieving competitive advantage.
Table 3.1 shows three different modes of competition (product innovation, customer
service and cost leadership) and the contribution of different logistics aspects in

achieving the set goals.
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Table 3.1 — Modes of Competition and Logistics Integration

Chosen
modes of Product Innovation
competition

Customer Service

Cost Leadership

- Auvailability

- Flexibility to volume shifts

- Flexibility to product changes

- Ability to handle small orders

- Ability to handle unpredictable order frequencies

Focus of .
. Line management
planning

Seek vendors who can ensure:

- Supply continuity

- Quality

- Flexibility to changes in specifications

Goals of

logistics
system

Procurement

Tension between the need for high safety stocks kept locally
to ensure availability and the need to keep inventories low to
retain flexibility and guard against obsolescence: a
Inventory compromise between these two extremes is required; the
policy form of that compromise will depend on a variety of
technological, physical, economic and competitive factors;
most important are pace of product change and competitive
intensity

Source: Shapiro (1984)
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Rapid delivery
Consistent delivery
Availability
Flexibility to customer
changes

Line management

Seek vendors who can
ensure:

- Consistent delivery
- Full-line availability
- Responsiveness

For the company that
produces to inventory, local
inventories will be required
for ‘market presence’ and
rapid, consistent delivery.

Minimum cost with an
‘acceptable’ service level

Staff

- Make maximum use of
volume purchase
economies

- Centralised purchasing
organisation

- Seek vendors offering low
prices

Investment in inventory at
minimal levels that ensure
acceptable service.



One of the key contributors to the role of logistics in supporting companies’ competitive
advantage was Michael E. Porter who introduced the value chain concept which
provides a framework for organisations to develop competitive strategies (Porter 1985;
Stock and Lambert, 2001). He included inbound and outbound logistics as key
components of marketing strategy which created a major awareness about the role of

logistics in creating and maintaining competitive advantage.

Additionally, Langley (1986) stated the view that logistics has been increasingly used
by companies to develop competitive advantage whether by lowering the unit cost or by
achieving differentiation in the marketplace. Christopher (1988) endorsed Langley’s
(1986) view and clarified that logistics management is a major source of competitive
advantage, not only because of its potential in reducing costs, but also because of its

ability in capturing market share through enhanced service. He further explained that:

“The goal of logistics strategy is to link the market place, the

distribution network, the manufacturing process and the

procurement activity in such a way that customers are

serviced at higher levels and yet at lower costs”.

(Christopher, 1988, p.204)

It is also important to note that the 1980s witnessed an increased interest in the use of
computers and information technology in logistics management. Hollier (1988) actually
argued that the “single most important driving force behind the growth of the logistics
concept is the rapid development in information and communication technology”
(Hollier, 1988, p.13). The rationale behind the interest in the use of computers and
information technology in logistics is because of the computers’ ability in integrating
logistics activities more effectively, which allowed cost trade-off decisions to be made
more quickly and optimally (Stock and Lambert, 2001). This consequently reflected on
logistics efficiency and its capability in achieving competitive advantage for companies
(Porter, 1985). Kerr (1989) also emphasised the role of Electronic Data Interchange
(EDI) in providing opportunities for logistics managers to gain control over the flow of
material which can result in significant cost reduction and possible implementation of

Just-in-Time (JIT) manufacturing.

With the start of the 1990s, logistics management became more complex as activities

were no longer limited to a national operational level. Companies become global and
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develop through the extension of markets which increased the need for reducing costs
through economies of scale in purchasing, production and also through focused
manufacturing and/or assembly operations (Hollier, 1988; Braithwaite and Christopher,
1991; Piasecki and Wolnicki, 2004). Braithwaite and Christopher (1991) concurred that
the complexity of logistics management for global companies is magnified due to the
increasing range of products, shorter product life-cycles, marketplace growth and the
number of supply/market channels. The view of Capacino and Britt (1991) was also
typical regarding this issue, stating that problems in global logistics are relating to
elements such as longer distance and lead times, the involvement of more parties, the
necessity of more data and knowledge, the high costs level and most importantly there
are greater penalties for error. Thus the role of the global logistics strategies is centred
on achieving the optimal cost and service performance mix that would embrace the
challenges and elements mentioned and permit companies to achieve effective

performance (Capacino and Britt, 1991).

The complexities of global logistics management were responsible for the emergence of
third party logistics (3PL) which are external companies who perform the logistics
activities that have been traditionally performed within the organisation (Sheffi, 1990;
Lieb, 1992; Bardi et al., 2003). The use of 3PL companies or outsourcing the logistics
functions was acknowledged by companies engaged in the international market due to a
number of reasons like labour cost savings, specialisation, and asset as well as cost
reduction (Bardi and Tracey 1991; Lieb 1992; Mensik, 2004).

There is no doubt that the development witnessed in logistics management over the
years has supported companies in setting more defined strategies that allow them to
operate competitively in the ever changing international business settings.
However, achieving a rather strong position in the international market would have not
been possible to accomplish without the integration of all parties starting from the
sources of supply until reaching the end customers. This integration is well-known in

practice and literature as supply chain management (SCM).
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3.2.2  Supply Chain Management

The term SCM arose in the late 1980s and came into widespread use in the 1990s
(Hugos, 2003). The fierce competition in the global markets, the decreasing life cycles
of products, and the heightened expectations of customers have directed organisations
towards investing and focusing attention on their supply chains (Simchi-Levi, 2003;
Quayle, 2006). Ever since, many attempts were made to define the concept of SCM;
Macbeth et al. (1989) and Ellram (1990) suggested that SCM is an integrative
philosophy to manage the total flow of a distribution channel from the supplier to the
ultimate user. Other practitioners and academics, until recently, viewed SCM as a
synonymous term to logistics where the only difference is in the setting of the concept
i.e. logistics is performed inside the firm whereas SCM is the logistics performed
outside the firm to include customers and suppliers (Frazelle, 2001; Stock and Lambert,
2001; Goetschalckx et al., 2002; Hugos, 2003). Of similar view, Christopher (1998)
argued that SCM is an extension of the logic of logistics by justifying that while
logistics management is concerned with optimising flows within the organisation, SCM
recognises that internal integration is not sufficient and for this reason customers and
suppliers are included. However, he further emphasised that the focus of SCM is on the
management of relationships to achieve profitable outcome for all parties in the chain.

Thus for the purpose of setting standardised definitions of both logistics and SCM, the
Council of Supply Chain Management Professionals (CSCMP) — formerly the Council
of Logistics Management (CLM) - the leading organisation of supply chain

practitioners, researchers and academics, has defined SCM as following:

“Supply chain management encompasses the planning and
management of all activities involved in sourcing and
procurement, conversion, and all logistics management
activities. Importantly, it also includes coordination and
collaboration with channel partners, which can be suppliers,
intermediaries, third-party service providers, and customers.
In essence, supply chain management integrates supply and
demand management within and across companies”.

(CSCMP 2007 cited by Ballou 2007, p.338)
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In addition, CSCMP provided a new definition for logistics to be:

“Logistics management is that part of SCM that plans,
implements, and controls the efficient forward and reverse
flow and storage of goods, services, and related information
between the point of origin and point of consumption in order
to meet customer requirements”.

(CSCMP 2007 cited by Ballou 2007, p.338)

It is clear from these two definitions that logistics management is regarded as a part of
SCM that is concerned with the activities involved with the movement of goods,
services and information across the supply chain, while SCM focuses on procurement
and conversion (production), in addition to coordinating and building relationships
among channel members. Figure 3.2 illustrates the evolution of supply chain

management.
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Figure 3.2 — The Evolution of Supply Chain Management
Source: Ballou (2007)

It is believed that the integration of supply chain members and the exchange of real-time
information can achieve more profitable outcome for all the parties involved in the
chain  (Christopher, 1998; Stock and Lambert, 2001; Waters, 2006).
The integration between supply chain members involves cooperation, information

sharing, trust, partnerships, shared technology and a shift from managing individual
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functional processes to managing integrated chains of processes (Akkermans et al.,
1999). This integration can improve both profit potential and competitive position since
visibility of operations would allow chain members to be more responsive to the
market, more efficient in capital utilisation, reduce inventory, improve quality and
shorten product development cycles (Bardi et al., 2003; Power 2005; Samaranayake,
2005; Fawcett et al., 2008).

After reviewing the development that occurred in logistics and SCM over the years
which demonstrated the significant role they play towards achieving competitive
advantage, endorses the importance of logistics as a strategic weapon for all types of
businesses including the RMG manufacturing sector. The increasing range of RMG
products and the shorter product life-cycles intensify the competition in the RMG
industrial sector which consequently strengthens the importance of sound logistics
management. Whether the goal is towards achieving product innovation, cost reduction
or customer service, logistics must be effectively integrated in corporate plans.
This in turn will require competent logistics managers who will be capable of designing
strategies that integrate logistics in all the functional areas to support corporate plans
while taking into consideration the challenges faced in the global market. The following
sections will examine the role of human resources in logistics and SCM performance

and factors that increase the demand for highly skilled calibres.

3.3 THE HUMAN FACTOR AND SUPPLY CHAIN PERFORMANCE
Organisations have two types of resources i.e. tangibles and intangibles which are used
to efficiently and effectively make products that are valuable in the market
(Barney, 1991). Human resources, which include the skills and knowledge of
employees, is one of the most important intangible resources an organisation has
(Hunt and Morgan, 1996). Skills and knowledge of individual employees are tools that
can be used to increase the ability to efficiently and effectively make products and
enhance organisation performance (McClelland 1973; Goleman 1998; Sandberg 2000).
As Wu (2007) explained, the intangible assets (skills and knowledge) are the means by
which the tangible resources of a business are leveraged. He also added that knowledge
is becoming an important production factor alongside equipment, capital and raw
materials in today’s knowledge-based economy.
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In the supply chain context, employees are indeed a crucial factor to successful supply
chain performance. Quinn (2004) emphasised that there are three critical elements that
need to be kept in balance to achieve supply chain success: people, process and
technology. However, he stressed that although it could not be decided which of these
elements is the most important to supply chain success, he added “you can’t do anything
without the right people” (Quinn, 2004, p. 3). Van Hoek et al. (2002) also added that the
‘people dimension’ is particularly critical to achieving supply chain objectives.
Quayle and Jones (1999), Skjoett-Larsen (1999), and Mangan and Christopher (2005)
were of similar opinion and stated that logistics managers and supply chain managers

play an essential role in ensuring the continuous competitiveness and success of firms.

Thus why are employees so important to successful supply chain performance?
As SCM has become an active factor for changes in the way products and services are
developed as well as the methods by which they are brought to market to satisfy
customers’ needs, the importance of the human factor is pursued to achieve new levels
of SCM performance (Gattorna, 2003). Employees who are innovative and flexible,
who can adapt to change and have a broader set of skills, significantly influence the
firm’s capabilities in productivity improvements, greater efficiencies, increased market
share, increased profits and business excellence (Gammelgaard and Larson, 2001;
Gattorna, 2003 and Wu, 2007). Tromba (2005) stated that strengthening a firm’s
intangible human assets will strengthen and sustain its impact as a supply chain leader.
Moreover, employees who have sufficient knowledge of every procedure and the ability
to monitor the entire supply chain process would be able to provide services that meet

more than the customer expectations (Wu, 2007).

3.3.1 Factors Influencing the Demand for Skilled Logistics Managers

The literature presented a number of factors that support the vital presence of skilled
logistics managers in SCM. These factors are grouped into two main categories:
business trends and development trends. The first category ‘business trends’ includes
globalisation, outsourcing, the continuous development of information technologies,
total quality management, agile SCM and quick response, and environmental
sustainability. The second category ‘development trends’ includes learning
organisations, skills requirements and learning technology.

59



3.3.1.1 Business Trends

This section describes the different elements influencing change in the business
environment over recent years. These changes in turn had an impact on SCM and a need
for more skilled human resources capable of operating in this sophisticated

environment.

e Globalisation

In today's environment, SCM has to be labelled global SCM as raw materials are
sourced from all over the world, and finished goods are assembled, distributed and
shipped to foreign markets (Chopra and Meindl, 2004). As the global marketplace
continues to expand with the development of trade agreements, and the opening of
new markets, international logistics has become the means for strategically
integrating global supply chains (Wood et al., 2002; Waters, 2006). The ultimate
challenge however faced by companies in managing global supply chains is to
continually search for innovative ways by which costs can be lowered and service
can be enhanced (Christopher, 2005; Mangan et al., 2008). Moreover, companies
have to respond to the international customers’ expectations and deliver the products
where and when they are demanded; otherwise they risk market obsolescence and
loss of market share (Hill, 2008). This is especially true because trends and business
elements are not the same in every market and consequently, the background and
knowledge of international business practices (international finance, political
science, international customs and cultures) are deemed necessary for those

involved in global supply chains (Stock and Lambert, 2001; Gourdin, 2006).

e OQutsourcing

As organisations now focus on their core competences, they tend to outsource
various types of activities such as manufacturing, logistics, distribution and
marketing (Stock and Lambert, 2001). This philosophy allows the more efficient
and effective use of resources towards developing the organisations’ core
competences, but at the same time raises the challenges of managing some of the
organisation’s functions outside the organisation’s boundaries and direct control
(Barrar and Gervais, 2006). In a logistics context, managing sub-contractors and

logistics providers imposes a number of responsibilities on logistics managers, such
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as monitoring performance levels and ensuring that the organisation’s objectives are
met in an effective manner. These responsibilities become even more complex when

managing these providers in foreign markets.

e The Continuous Development of Information Technologies

Information has always been central to the efficient management of logistics but
now, enabled by technology, it is providing the driving force for competitive
logistics strategy (Tilanus, 1997; Stock and Lambert, 2001). Leveraging the power
of technology has facilitated a move toward real-time visibility and optimisation of
the supply chain (McClellan, 2002). The internet offers solutions for companies to
overcome traditional logistics problems by: providing real-time information on
inventories, enabling single data entry to minimise human errors, providing a
real-time online ordering function and multi-level password control so that different
functions can have different access levels and controlled by the authorised people
(Gunasekaran and Ngai, 2003; Christopher, 2005). In addition, the use of Enterprise
Resource Planning (ERP) systems, which link the operations of the business, such
as production and distribution, with the supplier's operations on the one hand and
the customer on the other, enabled information to be shared more easily and
encouraged a more process-driven approach to conducting business (Ptak and
Schragenheim, 2004; Rushton et al., 2006). Therefore companies can link the
replenishment of products in the marketplace with their upstream operations and
those of their suppliers through the use of shared information and thus converting
supply chains into demand chains as the system responds to known demand rather
than anticipating that demand through forecasting (Chorafas, 2001; Christopher,
2005). This is especially witnessed in the RMG sector where RMG manufacturers
automatically replenish the RMG retailers with products based on Point of Sales
(POS) information that is based on actual customer demand (Peterson and Ekwall,
2007). In this LT era, logistics managers need to have the knowledge necessary to
propose, select or provide opinions on LT tools for the logistics function while
considering its impact on the business and the costs involved in implementation and
employees training. The logistics manager needs to have the knowledge that would

allow the full exploitation of the proposed tools in order to justify the investment
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made in its purchase and implementation. Moreover, a logistics executive needs to
take into consideration the impact of implementing technologies on the workforce.

According to Butcher (2007), the socio-technical system (STS) theory principles
should be implemented in order to balance between the capabilities of the workforce
and the technical system. The STS theory is centred on four main principles: joint
optimisation of the technical and social system, quality of work life, employee
participation in system design and semi autonomous work groups (Mangan et al.,
2008). The balance between the workforce and the technical system is crucial as
Braveman (1974) in Butcher (2006) stated that automation is criticised of
demotivating and deskilling the workforce because it relinquishes process control
from the workforce to management. Therefore the principles of STS theory should
be carefully implemented in order to gain the anticipated benefits of the
technologies applied (Butcher, 2007). It is also worth noting that following STS
principles result in delivering a sustainable process improvement because "workers
are typically multi skilled; broadening their skill sets to cope with administrative,

leadership and decision-making scenarios™ (Butcher, 2007, p.17).

e Total Quality Management

Total Quality Management (TQM) is an operational philosophy committed to
customer satisfaction and continuous improvement (Oakland, 1993; Kanji and
Asher, 1996). An organisation implementing TQM requires quality in all aspects of
the company's operations, with things being done right first time, and defects and
waste eliminated from operations (Dahlgaard et al., 1998; Bank, 2000). TQM has a
customer-first orientation where customer satisfaction is seen as the company's
highest priority. Hence, TQM and logistics share the same ultimate goal: customer
satisfaction. TQM impacts supply chain management in that everyone involved in
the chain must understand his role in delivering a level of quality to all the parties
involved (Stock and Lambert, 2001). In other words, TQM is a process that involves
logistics activities in the supply chain and utilises a systematic, integrated,
organisation-wide perspective for satisfying the customer (Bardi et al., 2003).
Furthermore, Bowersox and Daugherty (1995) and Mentzer et al. (2001) stated that

by delivering customer value through quality logistics service, organisations can
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gain competitive positioning in areas that cannot be easily imitated by competitors

such as pricing and promaotion.

Adopting TQM principles into organisations is important, not only because of
streamlining activities for customers’ satisfaction, but also because the ISO
certificates (International Standardisation Organisation) are considered an essential
passport for entering many markets around the world as they are perceived as an
international proof of excellence and compliance with international standards
(Hill, 2008). Usually there are specialised departments within organisations that
implement and monitor TQM processes, but the knowledge of this system is
required to be known by everyone in the organisation, including those involved in
logistics in order to incorporate TQM principles in operation and decision making
(Novack et al., 1993).

e Agile SCM and Quick Response

Among the new concepts that appeared in the last decade to rapidly satisfy the needs
of end consumers are ‘agile supply chains’ and ‘quick response’. An agile supply
chain reflects the ability of the entire chain to rapidly align the network and its
operations to the dynamic requirements of the demand network (Bruce, 2004; Ismail
and Sharifi, 2006). An agile manufacturing system can rapidly shift among product
models or between product lines in real-time response to consumer demands
(Youssef, 1994). An agile approach to SCM is recognised as a winning strategy for
growth if not a basic one for survival in certain business environments like the RMG
sector (Ismail and Sharifi, 2006). In order to be agile, a supply chain must be market
sensitive i.e. to respond to real time changes in demand and to use I.T to both
capture data from buyers and share it with suppliers to respond immediately to the
arising demands (Christopher, 2005). Also, shared information between supply
chain partners is required in order to ensure process alignment through collaborative
alliances, joint product development, common systems and ultimately a higher level

of network synchronisation (Bruce, 2004; Christopher, 2005).

A quick response (QR) logistics strategy is adapted into the agile supply chain
process and it is widely known as a retail sector strategy that aims to improve
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inventory management and efficiency while speeding inventory flows (Stock and
Lambert, 2001; Gattorna, 2006). QR is mostly implemented between manufacturers
and retailers where it has the utmost impact on logistics operations (Fernie and
Sparks, 2004). For instance, pre-ticketed products or ‘floor-ready merchandise’ are
directly shipped to stores to be put on display for customers, eliminating storage and
processing costs (Stock and Lambert, 2001). Agile SCM and QR are very popular in
the RMG supply chain as indicated by Christopher (2000), Fernie and Azuma
(2004), and Peterson and Ekwall (2007) which consequently demands logistics
calibres who are characterised by a high level of flexibility, capable of working
under pressure and who have strong problem solving skills (Frazelle, 2001).

e Environmental Sustainability

In the last few years, expressions that include green logistics, reverse logistics,
carbon footprint, renewable energy and biodegradable materials signify the concern
of the global community in sustaining the environment. This heightened awareness
of the relationship between business and the environment has a direct impact on
SCM to become green supply chain management (GSCM). Srivastara (2007)

explains that:

“GSCM is integrating environment thinking into supply
chain management and it includes product design,
material sourcing and selection, manufacturing
processes, delivery of the final product to the
consumers, and end-of-life management of the product
after its useful life”.

(Srivastara, 2007, p. 54)

The integration of the green principles into SCM is significant to environmental
sustainability as transportation for instance is responsible for 14-20% of global
Carbon Dioxide (CO,) emissions, where road transport accounts for 74% of this
(O’Sullivan, 2008). Moreover, governments, specifically in Europe and the U.S. are
starting to take a central role in initiating legislations that would govern the
organisations’ practices towards the environment (Khiewnavawongsa and Schmidt,

2008). For example, the government in the U.S. will be initiating legislation that
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would require companies to implement standardised methods for determining their
carbon footprint where such data will be disclosed at the consumer and industrial
purchase level (Schneiderman, 2009). Figure 3.3 shows the integration of green

principles into supply chain management.
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Figure 3.3 — Holistic Green Supply Chain Management
Source: CSC (2008)
It is worth noting that global RMG retailers such as H&M, Marks and Spencer, Next
and many more around the globe understood how environment sustainability
became an area of concern to today’s consumers and they have used it as a powerful
marketing strategy to secure competitive advantage in the market (De Brito et al.,
2008). This is in turn poses challenges to RMG suppliers who are now required to
comply by the rules initiated by ‘green’ RMG retailers in integrating green
principles in their SCM as an essential condition towards sustaining their business
relations (De Brito et al., 2008). As a consequence, logisticians and supply chain
managers in RMG suppliers or manufacturers are requested to create strategies and
make the necessary trade-offs that would both support the organisation’s

profitability and environmental responsibility (Schneiderman, 2009).

After highlighting the business trends that impact SCM, it can be concluded that in a

way they are all interconnected together and that the presence of one definitely supports

the presence of the others. Globalisation is the main frame that supports logistics and

SCM activities all over the globe as well as the development of I.T without which
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managing global activities, agile SC or QR would have been a rather difficult mission to

accomplish.

3.3.1.2 Development Trends

Trends emerged over the years relating to employee development in organisations due
to the wide spread recognition of the direct relationship between employee development
and performance. These trends are:

e Learning Organisations

A learning organisation as defined by Granville (1996, p.41) “is an organisation that
is skilled in creating, acquiring and transferring knowledge and then modifying its
behaviour to reflect new knowledge and insights”. Tracey and Smith-Doerflein
(2001) and Ellinger et al. (2002) expressed that the principal of the learning
organisation concept lies in the fact that by developing the employees’ learning
skills and linking their knowledge, there will be an impact on improving the
organisation’s performance. Within the learning organisation, managers develop
systems thinking, information sharing and teamwork (Drew and Smith, 1998).
Logistics learning in organisations has received attention in the literature
(e.g. Fawcett et al., 1996; Drew and Smith 1998; Ellinger et al., 2002; Flint et al.,
2005). Within a supply chain context, Spekman et al. (2002) and Bessant et al.
(2003) suggested that further benefits can be gained from learning among the wider
entity of the supply chain and it can result in both cost reductions and revenue
enhancing opportunities. It has also been suggested that the adoption of learning
principles in organisations may assist in leveraging the knowledge, skills and
abilities of logistics managers (Ellinger et al., 2002). The rationale lies in the fact
that as logistics managers are constantly interfacing with the external environment,
they are capable of capturing new knowledge which can be integrated into the
organisation (Esper et al., 2007). Moreover, learning new logistics tactics and
strategies could support the organisations’ competitive advantage in the market

(Esper et al., 2007).
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e Skill Requirements

There is a significant demand for skilled employees for SCM as skills have been
shown to impact upon SCM performance (Hunt and Morgan, 1996; Razzaque and
Sirat, 2001; Stock and Lambert, 2001; Trunick, 2005). Skill requirements for
individuals involved in SCM will continue to increase in response to not only the
rapid technological change but also to cope with the trends altering the business
environment (Cappelli and Rogovsky, 1994; Kirby, 2003; Granville, 2003).
Many authors have noted that there is a significant skill shortage in SC employees
as their skills are not developed continuously to match the rapid life cycle of
knowledge (Granville, 2003; Myers et al., 2004; Smyrtis, 2005). Thus in such a
dynamic environment, continuous skills development is necessary for employees to

effectively operate supply chains (Sarana, 2006).

e Learning Technology
Corresponding to the dynamically changing environment, technology provided
solutions for employees involved in SCM and logistics in order to update their skills
and knowledge and to cope with the challenges posed by the globalised economy
(Neumann et al., 2001). The integration of technology with learning, reached out to
organisations’ and individuals’ training needs through e-learning. This method of
training has the advantages of being easily accessible, affordable and convenient to
suit the different time and place requirements (Burcher et al., 2005).
Based on the three previously discussed development trends, it can be concluded that
learning organisations can leverage their logistics performance by logistics managers
who are capable of capturing new knowledge through constant exposure with the
external environment. However this would not be realised unless these managers have
the skills required to take advantage of this knowledge, raising the importance of
training which is now made available through learning technologies. The next section
will prov