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ABSTRACT 
 
Small and medium enterprises (SMEs) are the lifeblood of every economy. However, in 
order for them to sustain their role of contributing to the mainstream economy, SMEs have to 
implement effective strategies in all of their business operations, inclusive of logistics. The 
function of logistics is important to SMEs because it is the quintessence of the organisation’s 
relationship with suppliers and customers. The aim of this study was to investigate the 
challenges encountered as well as the benefits realised by SMEs during the implementation 
of logistics strategies. A quantitative approach using the cross-sectional descriptive survey 
technique was used in which a three-section questionnaire was administered to a randomly 
selected sample of 131 SME owners and managers in Emfuleni Local Municipality in 
Gauteng Province, South Africa. Data analysis was conducted using simple descriptive 
statistics. The results of the study reveal that financial constraints, the lack of logistics skills 
among the workforce, high costs of information technology and rapid technological 
advancements were the most important challenges to SMEs. Challenges related to inventory 
and environmental management emerged as the least relevant. Enhanced competitive 
advantage, increased sales and a reduction in operational costs were the most important 
benefits to SMEs. Reduction in labour turnover and innovation emerged as the least 
important benefits. Based on the findings, several recommendations were proposed.  
 
Key Words: SME, benefits, challenges, Emfuleni Local Municipality 
 
INTRODUCTION AND BACKGROUND TO THE STUDY 
In recent times, small to medium enterprises (SMEs) have become a topical subject among 
management and research practitioners the world over. This has lead to a proliferation of 
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research interests centred on SMEs. In the context of business research, a number of 
studies (Pittaway & Morrissey, 2004; Ellegaard, 2006; Hendrickson, 2009; Gourova, 2010; 
Chin, Hamid, Rasli & Baharun, 2012) have focused on business practices and strategies that 
SMEs could adopt for both competitive advantage as well as survival in the challenging and 
dynamic global operational environment.  The function of logistics has become known as an 
important instrument in contemporary business practice, because it is available for 
manipulation by all business enterprises, inclusive of SMEs. 
Despite the fact that the practicality of logistics is evident in its involvement in everyday life, 
most SMEs often consider logistics strategy either as an addendum to overall strategy 
formation or as a strategy that is implemented exclusively by large organisations (Lukka, 
2005). This perspective is erroneous because it has been proved that logistics performs a 
strategic role to both SMEs and large enterprises (Levey & Powell, 2005). Logistics has 
become so essential to an extent that SMEs that are planning to build a corporate 
perspective of the future without recognising the importance of logistics as a strategic focus 
may only be engaged in wishful thinking (Drew & Smith, 1998).  
The implementation of logistics strategies by SMEs is associated with a family of 
indispensible paybacks that may be realised, which are important for both short and long 
term success (Narasimhan & Talluri, 2009). However, no process or strategy, regardless of 
the benefits associated with its adoption, is immune to challenges (Hagen, Zucchella, 
Cerchiello & De Giovanni, 2012). The same principle holds true for the adoption of logistics 
strategies by SMEs. SMEs are often inundated with a multiplicity of logistics challenges in 
their day to day operations (Polychronakis & Li, 2008). It is expedient then that both these 
challenges as well as benefits are subjected to empirical introspection on a perpetual basis. 
An updated expose’ of these challenges will create opportunities for current and appropriate 
solutions to be found and for the benefits associated with the optimisation of logistics 
strategies to be realised.  
 
AIMS OF THE STUDY 
 
The purpose of this study is twofold. First the study aims to investigate the benefits of 
implementing logistics strategies in SMEs. Second, the study aims to investigate the 
challenges that SMEs face in adopting and implementing logistics strategies. The study was 
conducted using SMES that are located in Emfuleni Local Municipality in Gauteng Province, 
South Africa. Emfuleni Local Municipality covers areas such as Evaton, Sharpville, 
Sebokeng, Bophelong, Polokong, Vereeniging and Vanderbijlpark. 
 
STRUCTURE OF THE PAPER 
This paper is structured as follows: the paper will first discuss the literature review covering 
four areas that are important in this study, namely logistics strategies, SMEs, logistics 
benefits  and logistics challenges. This will be followed by the methodology section, which 
will specify the modalities that were implemented in conducting the study. The methodology 
section will be succeeded by the results and discussion section where the outcomes of the 
study will be highlighted. Conclusions and recommendations as well as the limitations of the 
study and the implications for further research will occupy the final sections of the paper.  
 
LITERATURE REVIEW 
 
Logistics  
Widely regarded as the backbone of any company, the function of Logistics Management 
encompasses an assemblage of organisational disciplines that include material planning and 
handling, transportation, procurement, warehousing and information systems that allow 
goods and services to overcome time and space (Gentle, 2008).  It may also be perceived 
as the process of planning and implementing the flow of products, parts, services and 
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related information necessary for production and delivery (Lasserre, 2004). Logistics has an 
important theoretical and conceptual foundation, drawing on theories from a range of 
disciplines such as marketing, purchasing and supply, business strategy, supply-chain 
management (SCM), economics, organisational theory as well as general management 
(Dekker, Bloemhof & Mallidis, 2012). Therefore, a clear understanding of the company’s 
culture and the value logistics places on these disciplines as well as the processes and 
management style necessary in dealing with them will lead to manifold benefits for the 
organisation (Escriba-Esteve, Sanchez-Peinado & Sanchez-Peinado, 2009).  
 
As a strategic management activity in an organisation, logistics can have a phenomenal 
impact on the operational, market and financial performance of the organisation 
(Narasimhan & Talluri, 2009). Several authors (Bienstock, Royne, Sherrell & Stafford, 2007; 
Koskinen & Hilmola, 2008) suggest that logistics is a necessary cornerstone of a competitive 
strategy for organisations that strive to keep pace with market changes, increased market 
share and shareholder value.  Generally, logistics is regarded as a strategy to keep pace 
with competitors, market changes and supply-chain integration (Meade & Sarkis, 1998). It 
also enables companies to be more flexible and responsive in order to cope with changes in 
the internal and external environment (Zhang, Vonderembse & Su Lim, 2005). The drive for 
greater efficiencies and cost reductions has forced many organisations to specialise in a 
limited number of key areas, such that most logistics strategies have been outsourced by 
large organisations as a strategy to improve performance and reduce costs (Mclvor, 2006). 
Logistics strategy is among the major reasons for the existence of an enterprise, the thread 
that connects the enterprise and its customers and helps the organisation to stay alert in 
order to survive in striving for business success in today’s unpredictable operating 
environment (Chopra & Meindl, 2010). 
 
Logistics may also be conceptualised within the rubric of the value in the form of products 
and services that that it creates for companies and delivers into the hands of the ultimate 
customers (Christopher, 1998; Mckinnon, 2009). In this context, logistics creates additional 
value and brings capital into the organisation to enhance the product life-cycle for continuous 
improvement and product development because the key for an organisation’s success is that 
more money as well as capital should flow into the organisation than flows out (Kruse, 2007). 
However, this can only be realised if logistics strategies are carefully initiated, developed and 
implemented (Benjaafar, Li & Daskin, 2010). It appears then, that organisational efficiency 
and performance can be enhanced if logistics strategy is considered as an important 
business approach in the organisation.  
 
Small to Medium Enterprises (SMEs) 
There is no single universally accepted definition of SMEs (Hamisi, 2011). Instead, 
definitions for the concept vary from country to country (Hill & Wright, 2001). Consequently, 
there has been an avalanche of conceptualisations from a wide spectrum of authors (e.g. 
Simpson & Docherty, 2004; Deros, Yusof & Salleh, 2006; Mutula & Brakel, 2006). However, 
for the purposes of this study SMEs can be perceived as the efficient motor of every market 
economy that is differentiated from large enterprises as having a maximum of R40 million 
annual turnover, a minimum of 75 percent of company assets owned by company manager, 
owner-manager or their families who manage the company personally, and a maximum of 
R27 million balance-sheet total (Loecger, 2000).  SMEs are further sub-divided according to 
the number of employees e.g. 0-50 employees for small companies, 50-250 employees for 
medium companies and more than 250 employees for large companies (Loecger, 2000; 
Falkena, 2000). 
 
SMEs originate from entrepreneurial individuals, who identify new opportunities in society 
and who are motivated to exploit such opportunities (Burke, 2006). Therefore, in terms of 
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their characteristics, SMEs are also analogous to the entrepreneurial new venture, especially 
in areas such as risk taking, flexibility, innovation/creativity hands-on management 
(Ellegaard, 2006). 
 
A number of researchers (Rogerson, 2000; Ruiz-Santos, Ruiz-Mercader & McDonald, 2003; 
O’regan & Ghobadian, 2004; Simpson & Docherty, 2004; Pasanen & Laukkanen, 2006; Oke, 
Burke & Myers, 2007; Chiware & Dick, 2008) acknowledge that despite their restriction in 
terms of the number of employees, annual sales and balance sheet, the role of SMEs in 
facilitating economic development, alleviating poverty, increasing employment and providing 
and supplying various items of daily use at an affordable cost to both consumers and large 
enterprises (LEs) of any country is of exceptional significance.  For example, in South Africa 
SMEs constitute 95 per cent of the total business of both the formal and informal sectors 
(Soontiens, 2002). SMEs also create substantial job opportunities, help narrow the gap 
between urban and rural development, alleviate poverty, and as well employ more people 
per unit of investment as compared to large firms (Zelealem & Pansiri, 2006). Moreover, 
SMEs are the source of new ideas, materials, processes and services, that larger 
organisations are unable to provide (Chen, 1999). This demonstrates that SMEs are an 
important driver of economic growth in South Africa, which has compelled government, co-
operate bodies, and institutions to exert more emphasis on innovative SMEs research and 
development (Oke et al., 2007; Nielsen & Thomsen, 2009).  
 
SMEs are also renowned for their fast decision-making, on-time availability of goods and 
services/raw material and innovative products which cater for the needs of the individual in 
the economy, flexible personalised services and a speedy response to changing market 
demands (Karjalainen & Kemppainen, 2008).  In support, Raymond and Croteau (2006) 
underscore that SMEs have advantages in terms of flexibility, reaction time and innovation 
capacity that make them central actors in the economy.  For this reason SMEs are 
commonly referred to as a ‘building block for achieving economic development and growth’ 
(Soontiens, 2002).   
 
The Benefits of Logistics Strategies in SMEs 
Logistics as an overarching activity is of paramount importance to SMEs because it is the 
essence of the organisation’s relationship with the customer, who is in turn, the revenue 
generator for SMEs (Burt, Petcavage & Pinkerton, 2010). It determines where the money 
comes from and addresses the reason for existing in business, that is, to create and profit by 
satisfying customers’ needs (Krajewski, Ritzman & Malhotra, 2010).  Logistics strategies 
also provide continuous customer relationship improvement in order to gain competitive 
priority (Chen, 1999). 
 
The marketer informs the customer about the product and its benefits and describes how the 
product could be used by the customer as well as how the customers can get the product 
(Fawcett, Magnan & Mccarter, 2008). Given this impetus, the customer eventually places an 
order. When the customer places an order, something happens along the chain which the 
marketers call ‘delivering on the promise, which is the responsibility of logistics (Burt et al., 
2010). This implies that logistics merges the gap between the producers or suppliers, 
marketers and the customers (Fawcett et al., 2008).  It determines whether the SME will be 
able to deliver the product as promised or will let the customer down (Hong & Jeong, 2006). 
The way a logistics strategy is implemented by the SMEs determines their commitment to 
customers and profitability. Logistics is therefore important for all organisations because it 
makes or breaks customer relationships (Cant, Strydom, Jooste & Du Plessis, 2006). 
 
A study conducted by Anja, Thomas and  Sascha  (2009), which focused on SMEs in 
Germany concluded that SMEs tend to consider logistics strategy as very important, due to 



SAJESBM Volume 6, (2013)   

 

 

www.sajesbm.com 

Article no 166 

149 

its value-added benefits and the competitive advantages it provides that lead to profit 
maximisation. Additionally, another study conducted by Mason, Ribera, Farris and Kirk 
(2003) found that SMEs in the USA seek to optimise every stage of the logistics chain to 
maximum value and they strive to optimise the operation of the supply chain as a whole in 
areas such as product delivery time, inventory holding cost, and the overall cost-to-market. 
This further attests to the significance of logistics to SMEs. 
  
Logistics has emerged as a powerful source of competitive advantage to South African 
SMEs, especially after transportation deregulation and improvements in information 
technology that have enabled companies to gain competitive advantage through 
competence in speed delivery of customer orders, reliability, flexibility/responsiveness to 
changing market demands and low-cost distribution (Van der vorst, Beulens & Van Beek 
2005, Zacharia & Mentzer, 2007). Furthermore, logistics processes can also provide a basis 
for a competitive profit edge through transportation and distribution activities (Agapiou, 
Clausen, Flanagan & Norman, 1998; Krajewski, et al., 2010). Logistics strategies also lead 
to effective business process redesign, elimination of traditional barriers and a total supply 
chain viewpoint (Anja et al., 2009). Lesserre (2004) adds that most companies have realised 
that logistics is not only a way to differentiate from competitors, but also a strategy factor in 
maximising the value chain. Consequently, logistics strategies within SMEs are growing due 
to new requests from customers, ongoing improvement in internal processes and re-
evaluation of company logistics strategies (Levey & Powell, 2005).   
 
As the marketplace becomes more intense with competitive pressure, high levels of 
turbulence and uncertainty, SMEs require logistical capabilities to provide superior value and 
to manage delay and disruption to operations as well as to ensure uninterrupted service to 
customers (Braunscheidel & Suresh, 2007). Generally, the emergence of logistics pertains to 
the development of flexibility and quick response in order to cope with challenges of more 
dynamic market places (Drew & Smith, 1998). Therefore SMEs can exploit logistics 
strategies as a prevailing source of future value-creation and to strengthen capabilities for 
coping with ever-more disruptive and traumatic market developments. 
 
Challenges to SMEs Logistics Capabilities 
SMEs typically face a number of challenges such as pressure from larger competitors, the 
need to function independently, shortage of resources and several operational problems 
such as in areas of inventory management and organisational capacity. For instance, SMEs 
experience difficulties/challenges in their performance because supply chain integration is 
complex (Ebrahim, Ahmed & Taha, 2008). The implementation of logistics strategies within 
SMEs is often triggered by pressure from customers or by large enterprises whose focus is 
on the adoption of a pull approach rather than the traditional push approach (Gelinas & 
Bigras, 2004).  As a result, SMEs are compelled to broaden the vision of their logistics chain 
strategy to refocus activities on basic skills. Because of these increasing needs in 
implementing logistics strategies, SMEs may experience more difficulties/challenges in 
implementing their logistics strategy in order to compete effectively (Thakkar, Kanda & 
Deshmukh, 2008).  
 
To be successful, SMEs must understand the importance of logistics strategy 
implementation, be observant and adjust to the needs of their customers to preserve their 
market shares and to assure their growth (Hong & Jeong, 2006). However the need for 
independence and autonomy by SMEs, together with a low propensity to delegate and 
consult, may be obstacles to the introduction of success factors such as participatory 
management, the use of a decision support system, and the use of external expertise for 
logistics subcontracting (Gelinas & Bigras,  2004). 
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Logistics strategy demands that organisations further widen the scope of the business 
activities, which can become more challenging as product life-cycles shorten, product variety 
increases, and technological advancement proceeds at an exponential rate and there is an 
increase in demand for customer satisfaction (Bozarth, Donald & Barbara, 2007). 
Furthermore, SMEs also lack technical manpower, research and development, finance and 
education, which are factors that frequently propel many SMEs into a sustained negative 
trajectory (Cocca & Alberti, 2010). As a key driver of economic growth, SMEs must develop 
themselves strategically to be more competitive to meet domestic, international and 
globalisation challenges and to offer good product/service design and performance 
(Raymond & Croteau, 2006). SMEs also face the challenge of using logistics strategies that 
play a key role in aligning business strategy such as delivery, ordering, productivity and 
responsiveness to customer needs (Deros et al., 2006).   
 
Another challenge to SME logistics capabilities involves complications related to inventory 
management, which relate to the dilemma of holding excess inventory in order to meet high 
demand or to hold small volumes of inventory in order to protect the company’s liquidity 
(Hendricks & Singhal, 2005). In certain cases, many SMEs also struggle to ensure that the 
right product is available in the right quantities at operational level, as exhibited through 
errors and delivery problems (Hamisi, 2011). Such SMEs fail to satisfy the needs of their 
customers (Zeithaml, Bitner, Gremler & Pandit, 2008). Abonyi (2005) also contends that 
because of their limited size and isolation, most SMEs are inhibited from attaining 
economies of scale in the purchase of vital inputs such as equipment, raw materials, finance, 
and consulting services. As a result, SMES are often unable to identify potential markets; 
and are incapable of exploiting existing market opportunities that require large volumes, 
reliable quality and acceptably high standards, and to ensure the regular supply of their 
products to their customers (Udin, Khan & Zairi, 2006).  
 
Because of limited resources, SMEs are often unable to benefit from the opportunities 
offered by global value chains because of their low connectivity to global transport networks 
and their weak productive capacity (Arvis, Mustra, Panzer, Ojala & Naula, 2007). In the 
technologically oriented operational environment of today, technology-related issues and 
revolutions continue to inflict SMEs with poor market competitiveness, since most SMEs do 
not have sufficient capitalisation to adopt new technologies (Mbamba, 2009). 
 
RESEARCH METHODOLOGY 
 
Research Approach 
In the current study, a quantitative approach using the cross-sectional descriptive survey 
technique was used (Creswell, 2009). In quantitative research the primary objective is to 
quantify the collected data and to generalise the results from the sample to the population of 
interest (Malhotra, 2007). The quantitative approach was selected for the current study 
because quantitative research enhances the objectivity of the study since it is cheap, flexible 
and less time-consuming to conduct (Cooper & Schindler, 2011). The quantitative nature of 
the study was also based in the need to quantify the data collected and to generalise the 
findings (Fouche & De Vos, 2005) in terms of the impact of Logistics strategies on SMEs in 
Emfuleni Local Municipality in the current study to other SMEs in South Africa and beyond.  
 
Participants 
The target population for the current study consisted of SMEs located in Emfuleni Local 
Municipality. The sampling frame comprised a list of 1026 registered SMEs which was 
accessed from the database of Emfuleni Local Municipality. For the purpose of the current 
study, probability sampling using the simple random sampling technique was utilised to 
select the sample size. Simple random sampling was selected because it is simple to apply, 
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makes data analysis reasonably easy and has a sound mathematical basis (Gravetter & 
Forzano 2003; Strydom 2005). The sample size was set at n=200, consistently with previous 
studies (Overby & Servais, 2005; Zeimpekis & Giaglis, 2006; Haan, Kisperska-Moron & 
Placzek, 2007; Thakkar et al., 2008; Vaaland & Heide, 2007) in which almost the same 
ranges of sample size were used to examine the benefits of logistics strategies in SMES, as 
illustrated in Table 1. 
 
Table 1: Sample sizes used in previous studies 

Year Authors Scope of study Sample size 
used 

2007 Haan , 
Kisperska-
Moron & 
Placzek 

Logistics management and firm size; a survey 
among Polish small and medium enterprises 

127 
 

2007 Vaaland & 
Heide                                 

Can the SMEs survive the supply chain 
challenges 

200 
 

2008 Thakkar, 
Kanda & 
Deshmukh 

Supply chain management in SMEs: 
Development of constructs and propositions. 

77 

2005 Overby & 
Servais, 

Small and Medium-sized firms import behaviour: 
The case of Danish industrial purchasers 

105 

2006 Zeimpekis & 
Giaglis 

Urban dynamics real-time distribution services: 
Insights from SMEs.  

73 

 
 
Instrumentation and Data Collection Techniques 
For the purposes of the current study, a three section questionnaire was developed. Section 
A of the questionnaire elicited information on the demographic characteristics of the 
respondents as well as the profile of the SMEs. Section B elicited data on the challenges 
faced by SMEs in the implementation of logistics strategies. Questions used in Section B 
were adapted from previous studies (Fawcett et al., 2008; Hendrikson, 2009; Mbamba, 
2009) which also focused on logistics related challenges faced by SMEs. Section C elicited 
questions (adapted from Pittaway & Morrissey, 2004; Hong & Jeong, 2006) on the benefits 
realised by SMEs in the implementation of logistics strategies. Questions on Sections B and 
C were configured in a six point Likert style format anchored by ‘1’ = not important and ‘6’ = 
the very important. Likert scales were used because they are relatively easy to construct, 
make data easy to collect and analyse, thereby making them suitable for surveys (Kothari, 
2008). 
 
To ascertain content validity, which is the representativeness of the content of the 
measurement instrument (Malhotra, 2009) the questionnaire was pre-tested with a 
conveniently selected sample of thirty SMEs. Feedback from the pre-test sample was used 
as the basis for effecting some changes to the questionnaire. After the pre-test, the refined 
questionnaires were re-distributed to a different conveniently selected sample of twenty 
SMEs as a pilot study in order to check the reliability of the scale. The pilot study revealed 
that the scale had satisfactory reliability levels which ranged from 0.722 to 0.845 (Maree & 
Pietersen, 2007) and that there were no further ambiguities in the questions.  
 
A covering letter which listed the researchers’ details as well as the topic and purpose of the 
study was attached to the questionnaire. Ethical considerations such as the participants’ 
right to anonymity, confidentiality, privacy or non-participation, informed consent and 
protection from discomfort, harm and victimisation were adhered to during the administration 
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of the questionnaire. Out of the 200 questionnaires that were initially distributed to SMEs, 
147 were returned, giving a return rate of 74%. However, after the screening process, 16 
questionnaires were eliminated because they either had incomplete answers or they were 
answered incorrectly. This culminated in 131 questionnaires, which were used in the actual 
data analysis. 
 
RESEARCH RESULTS 
 
Demographic Profile of Respondents  
The questionnaire was completed by various SME business owners and managers in 
Emfuleni Local Municipality. Approximately 61% (n=80) of the respondents were male and 
39 % (n= 51) were female. In addition, a majority of the business owners/ managers (64%; 
n= 84) were aged above 30 years and the remaining 36% (n= 47) were aged below 30 
years. In terms of academic qualifications, 43% (n=56) of respondents were in possession of 
either a higher education Diploma or a Certificate; 14% (n=18) were in possession of at least 
a university degree and 35% (n=46) had completed matric. The later characteristic was 
favourable to the current study because it indicated that the literacy levels of respondents 
were sufficiently high, which was a reflection of their ability to understand the questions in 
the data collection instrument. 
 
Profiles of Businesses 
 
The profiles of SMEs that participated in the survey are illustrated in Table 2. 
Table 2: Profile of participating SMEs 
Variable Categories 

 
N n % 

Number of years of 
business existence 

≤4 years 
5-7 years 
8-10 years 
≥11 years 

131 
131 
131 
131 

44 
35 
18 
34 

33.59 
26.72 
13.74 
25.95 

 
Annual sales 

 
≤ R1 million 
R1 million- R 2 million 
R2 million- R 3 million 
R3 million- R 4 million 
≥R4 million 
 

 
131 
131 
131 
131 
131 

 
69 
31 
13 
12 
6 

 
52.67 
23.66 
9.92 
9.16 
4.59 

Number of 
employees 

≤50 
50-99 
100-200 
≥200 
 

131 
131 
131 
131 

82 
27 
14 
8 

62.60 
20.56 
10.69 
6.15 

Type of industry Trading 
Services 
Engineering 
Chemicals and 
pharmaceutical 
Electrical and electronics 
Building and materials 
Wood and furniture 
Food and beverages 
Other 

131 
131 
131 
131 
131 
131 
131 
131 
131 

29 
10 
9 
7 
11 
12 
29 
19 
5 

22.14 
7.63 
6.87 
5.34 
8.87 
9.18 
21.72 
14.79 
3.46 
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An analysis of the profile of SMEs that participated in the study (Refer to Table 2) indicates 
that approximately 60% (n=79) of the businesses had been in operation for periods less than 
seven years. A majority of the SMEs (53%; n=69) had an annual turnover of less than one 
million rand. Furthermore, approximately 63% (n=82) of the participating SMEs employed 
less than 100 people. In terms of the type of industry of the participating SMEs, the most 
highly represented industry sectors were trading (22%; n=29), wood and furniture (22%; 
n=29) and food and beverages (15%; n=19). 
 
Scale Reliability 
The internal consistency of the two major scales (Sections B & C) used in the study is 
reported in Table 3. The Cronbach alpha value for the logistics challenges scale was 0.722 
and the Cronbach alpha value for the logistics benefits scale was 0.845. The Cronbach 
alpha value for the entire scale was 0.773. These values were all above the acceptable 
threshold level of 0.70 (Malhotra, 2011).  
Table 3: Mean and internal consistency of scales 
Dimension description  Number of items Mean Cronbach 

alpha 

Logistics challenges 
Logistics benefits 
Overall scale  

16 
27 
43 

4.729 
4.955 
4.846 

0.722 
0.845 
0.773 

 
Content validity is the representativeness of the content of the measurement instrument 
(Malhotra, 2011). The pre-testing and piloting of the questionnaire significantly improved the 
content validity of the entire instrument. In addition, high alpha values were achieved in the 
reliability tests for the various sub-scales, thereby indicating a satisfactory level of construct 
validity.  
 
Logistics Challenges facing SMEs   
Table 4 illustrates the responses obtained on challenges that are faced by SMEs in 
implementing logistics strategies, as elicited through Section B of the questionnaire. The 
challenges have been placed in rank order, in accordance with the frequencies obtained.  
Table 4: Challenging factors in implementing logist ics strategies 

Rating of Challenges Challenges Valid  
n 1(%) 2 (%) 3 (%) 4 (%) 5 (%) 6 (%) 

Position 
in rank 
order 

Financial constraints  131 7.63 3.05 9.92 22.90 23.66 32.82 1 
Lack of skills/competences 
among workforce 

131 6.11 3.82 13.74 16.03 28.24 32.06 2 

High cost of information 
technology 

131 3.82 6.11 6.11 22.90 32.82 28.24 3 

Rapid technological 
advancement 

131 6.87 4.58 6.11 25.19 24.43 32.82 4 

Logistics excellence among 
competitors  

131 6.98 2.55 10.85 23.26 30.23 27.13 5 

Greater demands from order 
givers 

131 5.34 3.05 16.79 15.27 28.24 31.30 6 

Increased use of third-party 
logistics services  

131 7.69 5.38 16.92 26.38 26.92 17.69 7 

Competition on domestic 
markets  

131 5.34 5.34 13.74 19.08 25.19 31.30 8 
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Increased global competition  131 9.23 4.85 14.62 15.38 34.62 22.31 9 
Lack of quality logistics 
personnel 

131 8.40 6.11 13.74 20.61 25.19 25.95 10 

Organisational 
transformation  

131 8.40 3.82 12.21 25.19 27.48 22.90 11 

Refocusing of activities on 
basic skills 

131 8.40 6.87 7.63 24.43 29.01 23.66 12 

High customer expectations  131 5.34 3.82 6.87 19.08 26.72 38.17 13 
Lack of knowledge on how to 
use current logistical 
techniques 

131 5.43 5.43 18.05 18.05 26.36 28.68 14 

Environmental concerns 
(Green logistics) 

131 9.16 4.58 15.27 21.37 27.48 22.14 15 

Inventory-management 
complications 

131 6.11 5.34 16.79 18.32 24.43 29.01 16 

Average percentage per 
response 

 6.89 4.54 12.40 20.72 27.56 27.89  

KEY: 1 = Not important        6 = Very important 

  
The analysis of the results as illustrated in Table 4 yields two streams of observations. 
Financial constraints, the lack of skills among employees in SMEs, the high cost of 
information technology and rapid technological advancements emerged as the most 
important challenges among SMEs. At the bottom-most quadrants of the matrix were 
inventory management complications and environmental concerns.  
 
Financial constraints emerged as the top ranking challenge that SMEs face in implementing 
logistics strategies. Consistently with this result, a task force commissioned in 2007 by the 
South African government to investigate modalities of financing SMEs acknowledged that a 
majority of SMEs are undercapitalised and are unable to obtain assistance from financial 
institutions because they do not have sufficient collateral (Falkena et al., 2010). Musara & 
Olawale (2012) also advocate that access to finance has been singled out as one of the 
major challenges impeding the survival and growth of SMEs in South Africa. Consequently, 
the bulk of SMEs are unable to effectively implement various pivotal operational strategies 
which ensure their growth and sustenance (Rogerson, 2008; Talavera & Shafer, 2008). 
Since logistics strategies are fundamental to the organisation (Kuthiala, 2003) it is natural 
that the overall failure of SMEs to acquire sufficient financial capital could have a detrimental 
effect to implementation of logistics strategies. 
 
In the study, the lack of personnel who are adequately skilled to implement logistics 
strategies emerged as the second most important challenge. It is generally acknowledged 
that South Africa as a country faces a crippling shortage of skilled labour (Grant Thornton’s 
International Business Report, 2012). The type of unemployment experienced in South 
Africa is termed structural unemployment, which is unemployment that is linked to a deficit in 
skilled manpower in certain areas that are critical to the country’s economic prosperity 
(Chadha, 1994; Sharp, 2011). More specifically, there is a shortage of appropriately qualified 
skilled manpower in the supply chain industry in South Africa (Heyns & Luke, 2012). 
Moreover, in situations where there is a scarcity of qualified skills, the few available skilled 
personnel are likely to demand higher remuneration, which can only be sustained by larger 
enterprises rather than SMES (Damaskopoulos & Evgeniou, 2003). It appears then that this 
scenario has had a significant impact on the implementation of logistics strategies by SMEs. 
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One of the main factors that influences in the success or failure of enterprise is technology. 
In this study, technological issues emerged as the third and fourth most important challenges 
facing SMEs. The best use of technology doubtlessly helps the enterprise in reducing costs 
of production, maintaining consistency in quality, improving productivity and to develop the 
competitiveness of the enterprise (Napier, Serger & Hansson, 2004). However, the diffusion 
of technology into the SME sector remains a daunting challenge, all round (Nepal, Karki & 
Niraula, 2006). In most developing countries, the technology used by SMEs in their 
operations is imported, which presents a cost–related albatross for SMEs, since they are 
inadequately financed to meet the expense (DTI, 2004). Furthermore, rapid technological 
advancements linked to logistics, such as Electronic Data Interchange (EDI), Distribution 
Resources Planning (DRP), Automated Storage/Retrieval Systems (AS/RS) and are capital 
intensive in terms of adoption (Zacharia & Mentzer, 2004).  Therefore, it is only natural that 
both the high cost of information technologies and the fast pace at which technology is 
changing have become major threats to SMEs as they implement logistics strategies. 
 
In the study, complications related to the management of inventory emerged as the least 
important challenge among SMEs. This result demonstrates that SMEs perceived that 
inventory management has not yet posed a severe threat to their implementation of logistics 
strategies. To appreciate the possible reasons for this result, one needs to understand the 
most common cause of inventory complications. Inventory-related challenges are mostly 
linked to a phenomenon known as the bullwhip effect, which relates to overwhelming 
variations in inventory as triggered by the unpredictability of market demand of a particular 
product (Cannella & Ciancimino, 2010). Typical consequences of the bullwhip effect include 
either stock-outs or over-stock situations in the supply chain, which have the further effect of 
complicating planning. The demand of inventory in the market is in turn associated with 
economic factors, such as whether there is a recession or there is prosperity (Tempelmeier, 
2006). Notably, despite being adversely affected by the global economic recession that 
struck many developed and emerging market economies from around September 2008, a 
notable fact is that market dynamics and permutations (e.g. inventory demand) in South 
Africa were slowed down but were not reversed. This could be attributed to the fact that 
Africa as a whole has relatively weak global linkages (Bakrania & Lucas, 2009). Therefore, 
although the country was affected by the global economic meltdown (Jacobs, 2009),  
demand for products in South Africa has remained stable such that most companies in the 
country have enjoyed consistent product demand which is in line with their forecasts 
(Mboweni, 2008).  
 
Environmental concerns emerged as the second least important challenge. The results of 
the current study demonstrate that environmental concerns, such as the call for the 
implementation of green logistics, have little importance to SMEs in their implementation of 
logistics strategies. This is interesting, since the phrase ‘Green logistics’, which relates to the 
adoption of environmentally friendly logistics strategies, has captivated the world in the past 
few decades (Lin & Ho, 2008). However, the findings of the study are consistent with 
previous research by Evangelista, Huge-Brodin, Isaksson and Sweeney (2011) which 
reveals that firm characteristics such as company size and the number of people employed 
are positively correlated to the adoption of green logistics. As such, SMEs, by virtue of their 
size, are unlikely to be early adopters of green logistics strategies. In agreement, Isaksson, 
Björklund, Evangelista, and Huge-Brodin (2011) also found greater aversion to the adoption 
green logistics among SMEs. Such aversion may be attributed to a constellation of factors 
that include the lack of economic resources, the lack of knowledge and experience, and a 
plethora of technical, information and managerial barriers, all which tend to overwhelm 
SMEs (Biondi, Frey & Iraldo, 2000). Therefore, these factors compel SMEs to be least 
concerned with environmental issues.  
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Benefits Derived From Implementing Logistics Strate gies  
Table 5 represents the findings from a cluster of questions dealing with the perceived 
benefits of implementing logistics strategies in SMES. The benefits have been placed in rank 
order, in accordance with the frequencies obtained in the study.  
 
Table 5: Benefits of implementing logistics strateg ies 

Benefit Rating Benefits  Valid  
n 1 (%) 2 (%) 3 (%) 4 (%) 5 (%) 6 (%) 

Position 
in rank 
order 

Gaining competitive 
advantages  

131 3.82 1.53 7.63 16.79 25.95 44.27 1 

Increased sales  131 2.29 2.29 11.45 16.79 32.06 35.11 2 
Reduction in operational 
costs  

131 4.62 3.08 8.46 19.23 32.31 32.31 3 

Increased turnover  131 1.54 1.54 6.15 17.69 32.31 40.77 4 
Reduce inventory level 131 3.15 0.79 10.24 20.47 32.28 33.07 5 
Reduce lead-time in 
production 

131 0.77 3.08 5.38 13.08 24.62 53.08 6 

Resource planning and 
cost-saving 

131 2.29 1.53 8.40 12.21 29.01 46.56 7 

Improved coordination in 
departments 

131 4.62 1.54 6.15 18.46 30.00 39.23 8 

Increase in coordination 
between suppliers 

131 1.53 2.29 7.63 9.92 35.88 42.75 9 

Increase in coordination 
with customers 

131 0.76 1.53 5.34 13.74 32.06 46.56 10 

Forecasting 131 0.00 3.05 6.11 16.03 31.3 43.51 11 
Support of information 
systems  

131 2.31 3.08 12.31 15.38 26.92 40.00 12 

More accurate costing  131 4.62 5.38 10.00 16.15 28.46 34.62 13 
Difference in actual & 
forecast demand 

131 4.62 4.62 16.15 20.77 23.08 30.77 14 

Frequent changes to 
orders 

131 7.69 2.31 16.92 20.77 26.15 26.15 15 

Shorter manufacturing 
lead-time 

131 6.20 4.65 6.98 17.83 31.78 32.56 16 

Customers' special 
demands 

131 1.54 3.08 7.69 14.62 27.69 45.38 17 

Customers' satisfaction 131 1.53 0.76 3.82 11.45 19.85 62.60 18 
Improvement in 
customers' service 

131 3.88 0.78 8.53 22.48 27.13 37.21 19 

Provides support in 
achieving objectives 

131 3.82 0.76 3.82 16.79 32.06 42.75 20 

Quick response to 
customer needs 

131 1.54 2.31 3.85 10.00 29.23 53.08 21 

Quick facilitation  of the 
business processes 

131 3.82 0.00 5.34 12.98 32.06 45.80 22 

Uniqueness of the product 131 3.05 3.82 6.87 14.50 29.77 41.98 23 
Anticipation of customer 
needs 

131 1.54 2.31 6.15 13.85 33.85 42.31 24 

Flexibility 131 1.53 2.29 9.16 12.98 28.24 45.80 25 
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Ability to innovate  131 1.53 0.76 5.34 9.92 31.3 51.15 26 
Reduced labour turnover 131 2.29 0.00 4.58 12.21 22.14 58.78 27 
Average percentage per 
response 

 2.85 2.19 7.79 15.45 29.17 42.52  

KEY: 1 = Not important       6=Very important 
 
An analysis of the results of the study in terms of the benefits derived from implementing 
logistics strategies (Refer to Table 5) reveals that gaining competitive advantages, increased 
sales and a reduction in operational costs were the most important paybacks to SMEs. 
Reduced labour turnover and the ability to innovate occupied the two lowest quadrants in the 
matrix. 
 
Competitive advantage occupied the highest position among the benefits derived from 
implementing logistics strategies. This result has congruence with Quayle’s (2003) assertion 
that logistics has also become more prominent as a critical success factor in competitive 
advantage, since it can be used to outperform competitors in providing the right product to 
the right place at the right time. Logistics provides competitive advantage through an array of 
its associated areas that include quick response systems, efficient consumer response, 
cross docking, management of incoming raw materials, production, storing of finished goods, 
its delivery to the customer as well as after sales service (Gunasekaran, 2003). When an 
SME enterprise uses logistics as a competitive weapon in an effective manner, it is able to 
perform better than the competition (Uden, 2007). The findings of this study seem to suggest 
that most SMEs have realised this fact, and are therefore deriving sustainable competitive 
advantage from their logistics strategies. 
 
The results of this study also reveal that increased sales were the second highest ranking 
benefit. This finding demonstrates that by implementing logistics strategies, SMEs 
experience increased sales, which they consider to be a very important benefit. This is 
important, since increased sales are an antecedent to increased profits, which is the very 
reason for existing in business (Ayyagari, Thorsten & Demirgüc-Kunt, 2005). Logistics is 
responsible for the distribution of products, which ensures that products are timely delivered 
to the marketplace, where they can be easily accessed by the customer (Roslin & Ismail, 
2008). This could be most opportune to SMEs, chiefly because sales are the major driver of 
profit in most businesses, both large and small (Kotler & Armstrong, 2010). Therefore, SMEs 
could employ logistics strategies as an instrument for enhancing their market share through 
accelerated sales. 
 
In this study, the reduction of operational costs emerged as the third most important benefit 
attributable to the implementation of logistics strategies by SMEs. The fact that efficient 
logistics pushes down costs is well established. Besides increased sales, profit may also be 
increased by reducing operational costs (Ciumag & Ciumag, 2010).  For instance, 
optimisation of the logistics arm of procurement can enable an SME to achieve significant 
savings in costs (Zhao & Tang, 2009). The same applies to other logistics activities. The 
rational is that if logistics costs are suppressed, the funds that have been saved are 
available to the company and may also be used to boost operational profits (Koovappadi, 
2012). This principle is manifested through the Theory of Constraints (TOC), a concept 
aimed at ensuring organisational effectiveness and efficiency in supply chains through 
reducing costs rather than through increasing sales (Alexandre, 2009). 
 
Reduction of labour turnover and increased innovation emerged as the lowest ranking 
benefits. This implies that SMEs have not been able to link any decreases in turnover of 
manpower to the implementation of logistics strategies. Consistently, Ugbam, Onwumere 
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and Imo (2012) link labour turnover in SMEs to a consortium of work related, behavioral, and 
attitudinal factors, rather than to the adoption of logistics strategies. With regard to 
innovation, respondents gave innovation a ‘less important’ tag, which suggests that they did 
not link it to the implementation of logistics strategies. This finding, however, contradicts 
previous studies (McAdam, Stevenson & Armstrong, 2000; Lai, 2007) which reveal that the 
adoption and implementation of logistics strategies by SMEs has a stimulus effect on 
innovation in the organisation.  
 
CONCLUSIONS AND RECOMMENDATIONS 
 
The purpose of the study was to investigate the challenges encountered as well as the 
benefits derived by SMEs from the implementation of logistics strategies. Although the 
findings of the study are not surprising, they provide extended evidence regarding the 
perceptions of SME owners and managers towards these challenges and benefits. 
The study acknowledges the dominating influence and importance of four challenges 
namely, finance, skills shortages among logistics practitioners, high costs associated with 
information technology and rapid technological developments faced by SMEs in 
implementing logistics strategies. Inventory management complications and environmental 
concerns emerged as the least important challenges experienced by SMEs in implementing 
logistics strategies. 
 
Increases in competitive advantage, increased sales and the reduction of operational costs 
emerged as the most important benefits that SMEs realise in implementing logistics 
strategies. However, the reduction of labour turnover and increases in innovation were the 
least important benefits to SMEs. 
 
Based on the findings of the study, several recommendations can be made. To address the 
challenges related to financial capitalisation, SMEs could seek financial assistance from 
government initiatives such as the Black Business Supplier Development Program (BBSDP), 
a program run by the Department of Trade and Industry and is aimed at fast-tracking SMEs 
that show a good potential for growth into the mainstream economy (DTI, 2012). Further 
financial assistance could be accessed through collaborative efforts between the SMEs and 
their suppliers.  As a remedy to the extensive skills shortages, SMEs could invest in 
sustained training and development programs aimed at enhancing the logistics-related skills 
of their workforce (Brum, 2010). To deal with the complications associated with technology, 
SMEs could ensure that technology issues are co-opted into strategic planning initiatives, 
such that they form part of the goals and vision of the enterprise (Gagnon & Dragon, 1998). 
However, this can only be attained when SMEs have managed to obtain adequate financial 
assistance, since the adoption of technology also depends on the availability of financial 
resources. If implemented, these strategies will effectively assist SMEs to proactively deal 
with nagging challenges encountered during the implementation of logistics strategies.  
 
LIMITATIONS AND IMPLICATIONS FOR FURTHER RESEARCH 
 
Despite all efforts made by the researchers to eliminate any flaws related to the study, a few 
remain, of which some should be highlighted. First, the scope of the study was restricted to 
SMEs in Emfuleni Local Municipal only. As a result, care should be exercised in generalising 
the findings of the study to SMEs in other contexts. Second, it was not possible for the 
researchers to control how the respondents completed the questionnaires, since 
respondents completed the questionnaires at their own time and in the absence of the 
researchers. Greater accuracy could have been achieved if the questionnaires had been 
completed in the presence of the researchers. 
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The study has implications for further research. Similar studies could be conducted using an 
amplified number of SMEs. Since this study was conducted using a quantitative approach, 
the results of the study could also be refined by using a mixed-method approach. 
Comparative studies using SMEs and large enterprises could be conducted which focus on 
the challenges and benefits associated with the implementation of logistics strategies. 
 
MANAGERIAL IMPLICATIONS 
 
This study has relevance in that it adds value to the knowledge of the challenges as well as 
the benefits of implementing logistics strategies by SMEs.  Managers in SMEs can therefore 
allocate more resources to providing solutions to those challenges that emerged as most 
important in this study. The recommendations suggested in this study may also be adopted 
to ease the impact of these challenges on SMEs. Upon realising that the implementation of 
logistics strategies has a wide array of benefits as observed in this study, managers in SMEs 
may refocus, synchronise and positively adjust their logistics strategies in order to position 
their organisations to be recipients to these pertinent paybacks. 
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