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Abstract

The Impact of Small Firms’ Characteristics on the
Requirements of Integrated Logistics with Large Firms

(A Field Study on the Garment Industry)

Purpose

The research is concerned with examining the characteristics
of small firms that may be favorable or unfavorable to
integrated logistics with large firms. Adaptation to the
demands of logistics integration is as true for large firms as for
small firms, which must adjust to the needs of their customers
to preserve their market shares and to assure their growth.

Research Objectives

To better understand the nature of the integrated logistics
function in small firms, which often can be translated into a
sustainable competitive advantage, and to spot lights on the
points of weaknesses and strengths in small firms that can be
either unfavorable or favorable to logistics integration.
Thereby this will support the points of strengths and
discourage the points of weaknesses to shift the logistics
function in small firms from just a single fragmented function
to an integrated function within the firm and along with its
order giver (large firm).

Methodology

The research develops a house of quality model that allows us
to identify the types of relationships between the small firms’
characteristics and the integrated logistics requirements. In
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developing the QFD, the primary objective is to understand the
positive strong relationships so as to deduce the key
characteristics that are favorable to integrated logistics with
the large firms. In addition to spotting the negative
relationships so the small firm could work on improving these
characteristics that are unfavorable to integrated logistics. A
multivariate linear regression analysis was, also, used to find
the impact of each small firm characteristic (independent
variables) on integrated logistics requirements (dependent
variable) which supported the QFD’s outcomes.

Findings

Research proved the existence of significant relationships
between logistics integration requirements and each of the
following small firms’ characteristics: manager’s democracy
and authority delegation, simple decision making process,
utilization of information technology, long term planning and
operations-oriented organization structure. Also, findings
indicate that the sample can be divided into small firms whose
customers operate locally and were referred to as “small firms
operating in local supply chains”, and small firms whose
customers are involved in the export activity and were referred
to as “small firms operating in global supply chains”.
Accordingly, the nature of the supply chain (local or global
supply chain) is a key factor in determining the small firms’
required characteristics that are favorable to integrate
logistically with the large firms.

Research limitations/implications

The next stage of the research is to undertake an in-depth
longitudinal case study of a number of manufacturing small
firms in only one of the supply chains with the aim of gaining
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a better insight of the issues concluded from the developed
house of quality. The coming research could collect data that
focus on the interaction of both short term operational
planning issues and longer term strategic view within each of
the selected business.

Practical Implications

Integrated logistics chain management has an impact not only
on company operations, but also on intercompany
relationships. As a result, small firms that supply for large
firms are now under pressure to implement integration
mechanisms because their large customer firms need
integration to improve their efficiency. The small firms’
characteristics may be either encouraging or discouraging
integrating logistically with large manufacturer firms.
Characteristics examined are management, specialization, IT
utilization, and long term planning and operations
management. On the other side, integrated logistics
requirements are collaboration along the supply chain, lean
logistics and agile logistics.

Keyword(s):

Supply Chain Management; Logistics Integration; Small
Firms; Small to medium-sized enterprises; QFD; House of
Quality.


