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Abstract: 
The purpose of this research is to investigate the competition practices used by apparel SMEs 

brands in developing markets, considering the great importance of SMEs' success for 

developing economies, however, the apparel SMEs competition practices are not fully 

understood, nor it is clear for new entrepreneurs, especially in Egypt. While skills needed to run 

apparel SMEs are usually gained by practicing over time, this practices need to be investigated 

and understood in order to help new apparel SMEs' owners learn how to set their competition 

practices effectively. 

Quantitative analysis has been conducted for 108 small and medium entrepreneurs running their 

apparel production business in Egypt. The results proved that most of newly Egyptian apparel 

SMEs starting up focus their competition on price, in a time span of five years they usually shift 

their competition towards product differentiation and branding. 
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Introduction 

Undoubtedly, apparel is one of the most important industries for developing countries in them 

strive for development and industrialization, since plenty of unskilled workers and shortage of 

financial resources characterize most of these countries, the apparel industry makes use of 

exactly such situations. This industry is known as labor intensive industry and easy to access 

with minimum required investments. Apparel industry can provide jobs for unskilled and low 

wage labors (De Silva and Rupasinghe, 2016; Taplin, 2014), and flatten the road for more 

advanced industries. Many developing countries recognized the importance of apparel industry 

in developing their economics recently (Lee et al., 2014; De Silva and Rupasinghe, 2016; 

Taplin, 2014). However, very few studies have focused on domestic apparel brands (Rahman 

and Mannan, 2018). Therefore, it can be argued that improving competition practices for 

apparel brands would in turn significantly improves domestic economy.  

Apparel SMEs: 

Small and medium enterprises (SMEs) is the normal form in apparel industry, (US Census 

Bureau, 2016; SBA, 2014) for example stated that about 98% of US clothing companies have 

fewer than 500 employees and are among the small businesses. This numbers demonstrate how 

SMEs are relevant to the apparel industry, while they are a corner stone of domestic economics. 

SMEs are considered as the engine of economic growth (Taiwo et al., 2012; Subhan et al., 

2013), they Create jobs, contribute to the national economy, and create opportunities for larger 

companies (Campaniaris et al., 2015). 
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Nevertheless, the drawback is that apparel SMEs do not operate in the same way as large firms 

(Sinha et al., 2011), and the methods used to start and run a SME is not clear too. As Birdthistle 

(2007, p. 554) notes, "The only way to learn how to run an SME is by doing it". SMEs have 

their own characteristics and are quite different from their large counterparts. For example, 

SMEs are known for their flexibility and ability to innovate (Su and Gargeya, 2016). This 

flexibility on one hand is used as a competitive advantage for apparel SMEs in particular, but 

on the other hand, it makes it harder to study such enterprises, and sharpen this competitive 

advantage afterwards. 

Competition in apparel markets: 

Competition in the apparel markets is intense with a huge market and a short life span of its 

products, while number of stores in the Egyptian apparel market are increasing, and the market 

becomes oversaturated, forcing every enterprise to strive for acceptable market share. In order 

to support their competitive position (Dopico and Porral: 2012), in the apparel industry, 

competition can be based either on the product price or differentiation (Dopico and Porral, 

2012). In order to compete on the price base in apparel industry, enterprises have to produce 

garments according to the mass production models, but this model requires high investments, 

which is not available for most SMEs. Usually SMEs are entrepreneurial organizations with 

simple investments (Shah et al., 2013; Child and Hsieh, 2014), In addition, competition strategy 

based on price is not rewarding and unstable. 

This is why it is common in this industry to compete mostly by delivering differentiated 

products. Differentiation attribute in the apparel industry can be the quality of the product, 

service or design (Dopico and Porral, 2012), patents, human resources, know-how (Dopico and 

Porral: 2012), and branding (Lee et al., 2014), which is increasingly used due to the growing 

global competition (Lourenção and Giraldi, 2017). All of the assets are difficult for competitors 

to copy, but if enterprises are unable to develop such assets, competition will be much higher 

as it will be based only on price.  

SMEs' marketing skills: 

Adding to investments, SMEs also lack marketing skills. Marketing skills are important for the 

success and growth of SMEs. Lacking this skill leads to the failure of many of SMEs (Aylin et 

al., 2013). Reality is that many of SMEs use marketing only to meet timely needs, and are little 

concerned with planning, strategies and analysis (Reijonen et al, 2010). In addition to the lack 

of marketing information about suppliers and distributors, and weak marketing structure 

(Katswara (2014). Thus, marketing is one of the biggest drawbacks facing SMEs entrepreneurs 

(Reijonen and Laukkanen, 2010). Preventing them from succeeding (Pandya, 2012). Moreover, 

there are difficulties to learn this marketing and management skills needed in order to run 

apparel SMEs properly.  

Considering the difficulties to learn marketing skills needed to run apparel SMEs, beside 

difficulties to compete based on prices, especially in the first stages of starting up their SMEs, 

it can be figured how entrepreneurs strives to gain competitive advantage in order to success 

especially in apparel industry. 

While apparel SMEs brands are known for its flexibility and ability to innovate, and limited 

financial resources, there is a need to investigate the competition practices used by domestic 
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apparel SMEs' brands in developing markets, and its development overtime, to help Egyptian 

apparel brands development and compete specially in the modern globalization era. 

Egyptian apparel SMEs:  

Egypt was chosen in the context of this research for many reasons. First, the textile industry 

plays an important role in the Egyptian economy. According to (El-Gohary, 2013) SMEs are 

the engine for the growth of the Egyptian economy. Providing 30% of employment 

opportunities in the domestic market and representing 14.4% of Egypt's non-oil exports in 2013 

(Attia, 2015). Second, the Egyptian textile industry is known for its high quality row material 

(i.e. cotton). Third, the Egyptian location with over 15 commercial ports facilitates exporting 

process, and many free trade agreements have been signed to help in opening the international 

market for all the textile companies that operate in Egypt. SMEs are distributed throughout 

Egypt, with many concentrated in urban clusters mainly in Cairo, which attracted many 

entrepreneurs because of its infrastructure and the big market (El-Gohary, 2013). 

Fourth, The Egyptian government encourages the expansion of SMEs for their role in improving 

economy performance (El-Gohary, 2013). In support for SBEs (Small Business Enterprises) the 

Egyptian government legislated a supporting law (number 141/2004), although the law does 

not address SMEs namely, it represents key legislation that supports Egyptian SMEs. Fifth, 

because apparel is a labor-intensive industry, apparel enterprises can provide jobs for the 

growing population. Which is over 100 million citizens, Egyptian labor force is known for its 

low and stable salaries.  

Sixth, Egyptian consumers, particularly young generation are getting wealthier and more 

informed about fashion because of their exposure to global media, and better access to the 

internet (Khalifa & Sahn, 2013). The Egyptian apparel retail industry has experienced strong 

growth in recent years, making it more attractive for new entrants (marketline, 2013), especially 

after the rapid development of shopping malls started with the new millennium, particularly in 

Cairo and Alexandria. Finally, the Egyptian apparel market situation, which suffer from low 

level of product differentiation (marketline, 2013). 

Methodology 

In order to investigate the practices used by domestic apparel SMEs' brands to compete in 

Egyptian market, and how it developd overtime, an instrument was developed based on the 

literature review of previous research and industrial practitioners’ opinions, the instrument was 

then used to collect the data for the study. The instrument has two sections; questions related to 

entrepreneurs' demographics, i.e. age, education, and the enterprise characteristic, i.e. capital 

and number of employee are given in the first section, then the items related to the research 

variables, i.e. market competition and product differentiation, are given in the second section 

of the questionnaire. 

All questions related to the research variables were designed to be answered by the respondents 

using a five-point Likert scale, for example, respondents were asked to indicate the importance 

of past marketing skills for SMEs entrepreneurs, using a five-point Likert scale (1=not at all 

important, 5=extremely important). The instrument was pre-tested for content validity by 13 

apparel SMEs entrepreneurs; some questions were reworded to improve validity and clarity. 

The Arabic language was used for the instrument to insure accurate understanding and 
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responding, as the instrument was used in Egypt, results were then translated into English by 

the researcher.  

The target population for this study comprises apparel SMEs manufacturing women's casual 

wear for domestic Egyptian market and operating in Giza governorate, a section of great Cairo 

governorate. Women's wear was chosen as the target population for this research for two 

reasons; first, Women's wear Accounting for 47.1% of the industry's total value (marketline, 

2013). Second, casual apparel market in developing countries accounts for 37 percent of the 

apparel market, and is expected to be over 50 percent in 2025 (Chowdhury and Akter, 2018). 

Suggesting that apparel firms should adopt strategies to meet the needs of volatile consumers 

(Köse and Enginkaya, 2017). 

Egyptian law (141/2004) and (CBE, 2008) both have almost similar definitions for small and 

medium enterprises' paid capital and employees' numbers, Egyptian law requires number of 

employees in a small company to not exceed 50 workers, while it ranges from 51 to 99 

employees to be classified as medium enterprise. while (CBE, 2008) requires an enterprise's 

paid capital to range from 50 thousand to 5 million Egyptian pounds in order to be classified as 

a small enterprise, and a medium company paid capital ranges from five to ten million pounds.  

Through this research, the updated SMEs' capital and annual sales limits introduced by (CBE, 

2008) are used, since it introduces more recent and updated values, especially after the Egyptian 

pound devaluation by the end of 2016. However, detailed number of employee introduced by 

law (141/2004) was used, as it confirms with the pre-test results. 

The sample was selected using random sample techniques. During October 2018 About 160 

questionnaires were distributed to SMEs entrepreneurs, however, only 108 final usable surveys 

were received, the survey response rate is 67.50 percent, which is considered satisfactory for 

analysis. 

Results suggest that most of Egyptian apparel SMEs (39.81 percent) hires from 20 to 50 

employee each, while (26.85 percent) hires 51 to 70 employees for each enterprise, which align 

with the Egyptian law (141/2004). On the same route, the literature suggests that the business 

capital is a key characteristic of the SMEs, the provided respons for the SMEs capitals are 

matching the CBE (2008) definition, two of them are presenting the small enterprises, while the 

other two represent the medium ones, the numbers are presented in million Egyptian pounds. 

Annual sales made by SME is a key indication of its success, However, for the purpose of this 

research, the working capital to annual sales ratio was used as it indicates a company's 

effectiveness in using its working capital. 

Most of the literature suggest that skills required to SMEs' success are gained from practice 

rather than from education, while practice are mostly gained by time, the survey included the 

number of years a SME has been in business, this numbers were suggested by the industry 

practitioners. 

Results and Discussion 
Table (1) provides the Entrepreneur's Demographics participated in the survey, majority of the 

Entrepreneur (64.81 per cent) are between 25-35 years old, this suggest that entrepreneurs 

usually start their business early. 
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Table (1): Demographics. 

Variable Category Freq. (%) 

Entrepreneur's Age Less than 25 years 8 7.41 

 25-35 70 64.81 

 35-45 21 19.44 

 Over 45 years 9 8.33 

    

Entrepreneur's Education undergraduate 12 11.11 

 Bachelor's degree 48 44.44 

 Postgraduate education 19 17.59 

 Others 29 26.85 

    

Entrepreneur's Gender Male 52 48.15 

 Female 56 51.85 

    

Total  108 100 

 

The results show that 44.44 percent of respondents have bachelor's degree, 17.59 percent have 

postgraduate education (master and PhD) certificates, which indicate good qualifications. Over 

51.85 percent of respondents were females, and 48.15 percent were males, this indicate good 

presence of females as SMEs' entrepreneurs.  

Table (2) demonstrate the characteristic of the SMEs surveyed, including questions about 

number of employees, business capital in million Egyptian pounds and number of years in 

business. In order to measure SMEs success, the instrument had a question about annual sales 

per year that were later used to calculate working capital turnover (WCT) ratio. Financial ratios 

like WCT are usually used to measure SMEs success (Baker et al, 2017; Zeller et al, 2016). As 

the increase of working capital turnover value generally implies high efficiency in the utilization 

of assets (Uğurlu and Aksoy, 2006). 

 

Table (2): Business characteristic. 

Variable Category Freq. (%) 

Number of SME's employees Less than 20 employees 16 14.81 

 20:50 employees 43 39.81 

 51:70 employees 29 26.85 

 70:100 employees 20 18.53 

    

SME's business capital (million EGP) 0.05:3.0 13 12.04 

 3.0:5.0 40 37.04 

 5.0:7.0 36 33.33 

 7.0:10.0 19 17.59 

    

Years SME have been in business Less than one year 21 19.44 

 1:3 years 33 30.56 

 3:5 years 29 26.85 

 More than 5 years 25 23.15 

    

SME's working capital turnover (WCT) Less than 10 times 9 8.333 
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 10:15 times 32 29.63 

 15:20 times 44 40.74 

 More than 20 times 23 21.3 

Total  108 100% 

 

The results suggest that most of SMEs are in fact are small enterprises, 54.62 percent have less 

than 50 employees, and 62.04 have a capital less than 1 million LE, while 35.19 percent have 

between 51 and 100 employees, and 49.08 percent have a business capital from one to five 

million LE. Interestingly, most of surveyed enterprises 30.56 percent have been from one to 

three years in business, 19.44 percent have been less than a year, 23.15 percent have been more 

than 5 years in business. 

Table (3) show research variables combined with mean and standard deviation of respondents' 

results, the questions are formed in eight sections as suggested by the literature, which are 

entrepreneur's marketing skills, how do Entrepreneur's learn to run SME? price competition, 

service differentiation, product differentiation, brand building. 
 

Table (3): Variables mean and standard deviation. 

Variables mean and standard deviation Mean SD 

Entrepreneur's marketing skills   

Deploy marketing strategies for SMEs success 4.11 0.90 

Has marketing plan 3.77 0.95 

Use marketing research to collect information 2.44 1.05 

   

How do Entrepreneur's learn to run SME   

How is it difficult learning how to run SMEs 3.27 1.03 

SMEs management skills are mostly gained from practice 3.99 0.93 

Every SMEs require its own management skills 2.02 1.09 

   

Price competition   

The ladies outerwear market is over saturated 4.09 1.05 

I compete usually on price basis 3.41 1.02 

Competition on price is stable 2.51 1.10 

   

Service differentiation   

Fast production and delivery 3.35 1.19 

Accept returns and defects 2.14 1.05 

Flexible service terms 3.42 1.23 

   

Product differentiation   

Products have better design compared to competitors' products 4.19 0.75 

Products are more stylish compared to competitors' products 3.65 0.92 

Products are made in more fashionable colors compared to competitors' 

products 
3.49 0.84 

Products are better fitting compared to competitors' products 4.16 0.70 

Products are made of better materials compared to competitors' 

products 
3.81 0.71 

Products are better sewed compared to competitors' products 4.27 0.79 

Products' overall quality is better than competitors' products 3.93 1.07 
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Packaging quality is better than competitors' packaging 2.93 0.91 

   

Brand building   

Have own brand 4.05 0.90 

Different brand personality 3.73 1.04 

We apply market segmentation 3.32 1.08 

We are targeting a specific market 3.24 1.18 

We work on market positioning 2.86 1.06 

 

Internal consistency of data was assessed using a Cronbach’s alpha test, values of Cronbach’s 

alpha test as shown in table (4) are ranged from 0.8035 to 0.8253 suggest normality and 

reliability of results, according to Field (2009) a questionnaire with an α of 0.8 is considered 

reliable. 
 

Table (4): Business characteristic. 

Section Cronbach’s alpha 

Entrepreneur's marketing skills 0.8064 

How do Entrepreneur's learn to run SME 0.8118 

Price competition 0.8035 

Service differentiation 0.8044 

Product differentiation 0.8131 

Brand building 0.8253 

 

A Pearson test was used to find correlation coefficient between the questionnaire first section 

results, as shown in table (5), the highest relation (0.6450 percent) occur between SME's capital 

and number of employee. Other Strong relations are also present for example number of years 

in business and each of business capital and number of employee, such relations can be 

understood, as the business grows up its capital increase too, and more employees are hired as 

well. More relations like entrepreneur's age and education, entrepreneur's age and SME's capital 

and finally entrepreneur's age and number of employee are also present. 

Table (5): Pearson correlation coefficient. 

 age education gender employee capital years 

education 0.351      

gender -0.001 0.005     

employee 0.211 0.030 -0.048    

capital 0.231 0.114 0.149 0.645   

Years in business 0.174 -0.144 0.068 0.273 0.231  

WCT 0.214 -0.060 0.000 0.462 0.472 0.555 
 

Pearson correlation coefficient results suggest a strong relation between working capital 

turnover and each of number of employee, capital and years in business. The working capital 

turnover have the strongest relation with number of years an enterprise has been in business, 

suggesting that the longer a SME have been in business, the better efficiency in the utilization 

of business assets. This increase is in higher ratio compared to capital and number of employee, 

which have suggested that despite the number of employee and business capital of SME, the 

number of years enterprises have been in business is the most indication for SME success and 

further development. 
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This is consistent with what previous studies indicate. SMEs management skills are acquired 

through practice rather than through education, thus, the time factor is the most important factor 

in refining and mastering these skills, which may lead them to choose more effective methods 

of competition that suit them better, in order to gain success and further apparel SMEs 

development. 

For a better understanding of the relation between competition practices used by apparel SMEs 

and number of years a SME have been in business, the participants' responds were then split 

into four groups according to number of years in business, table (6) show questionnaire second 

section's items and their corresponding mean and standard division of each group. 
 

Table (6): Business characteristic. 

 
Price 

competition 

Service 

differentiation 

Product 

differentiation 

Brand 

competition 

 mean SD* mean SD mean SD mean SD 

Less than 1 year 3.857 1.13 2.94 1.11 3.38 0.86 2.83 1.09 

1:3 years 3.391 1.21 3.05 1.16 3.78 0.89 3.30 1.14 

3:5 years 3.242 1.21 2.91 1.29 3.86 1.00 3.59 1.10 

More than 5 years 2.96 1.26 3.00 1.28 3.87 0.96 3.93 0.92 

Average 3.36 1.20 2.97 1.21 3.72 0.93 3.41 1.06 

 

* Standard deviation  

As shown in table (6) and represented in Figure (1), it suggests that new apparel SMEs usually 

compete on prices in the first few years they are in business, with moderate competition on 

product differentiation and brand building. However, over time, competition practices are more 

focused on brand building and product differentiation, competition on price decreases by time, 

while service differentiation are almost stable with little change.   

 
Figure (1) Apparel SMEs' competition practices development over time 
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Conclusion 

This research has explored the SMEs apparel brands competition practices focusing on 

developing markets, particularly Egypt, the literature review showed the importance of apparel 

industry for developing economies, while the apparel industry consists mainly of small and 

medium enterprises, thus demonstrated the importance of apparel SMEs importance for such 

developing economies. 

Self-administered questionnaire was used to collect data from Egyptian SMEs entrepreneurs 

working in domestic apparel market, investigating their competition practices. Pearson 

correlation coefficient test between number of years in business and working capital turnover 

suggested a strong relation; therefore, the data were then regrouped according to number of 

years a SME have been in business. 

Interestingly, startup SME owner usually focus their competition on price in first place and 

product, newly starting up SMEs usually build their competition practices on delivering low 

priced products, after gaining experience and skills. SMEs usually shift their competition 

practices to product differentiation and branding, while competition on service is almost the 

same for both experienced and no experienced SMEs entrepreneurs.  

In conclusion, newly starting apparel SMEs need to focus their attention mainly on two factors 

in order to succeed and develop their business. First factor is surviving the first five years, the 

results of this research suggest that first few years are the hardest for most of apparel SMEs, 

this first stage is the period where entrepreneurs gain most of their experience and Knowledge. 

Second factor is to focus their competition mainly on differentiating their products from 

competitors rather than compete on price bases, in addition to start branding their SME the very 

first years they are in business.  
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