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ABSTRACT

The textile manufacturing industry in Zimbabwe has faced many challenges, which caused contraction of the
industry. The main aim of this study was to establish how industrial upgrading could help to control market
failures, improve competitiveness and sustainability to stimulate and enhance sustainable economic growth
through the development of a structural model. The causal research strategy was used and the data collection
tools used was focus group discussions (FGDs), questionnaires and personal interviews. Stratified random
sampling method was used to select the sample size of 325 respondents in Kadoma, Glendale and Harare.
Structural equation modelling (SEM) was employed and implemented through confirmatory factor analysis and
estimation of the model. The results showed that the measurement model fits the data satisfactorily, and the
proposed model fits well to the observed data as demonstrated by the goodness of fit indices CFI 0.86, TFI
0.84 and RMSEA 0.07. The study provided evidence that industrial upgrading could redress market failures in
the textile manufacturing industry and that there is a positive correlation between industrial upgrading,
competitiveness and sustainability. The study revealed that industrial upgrading could restore competitiveness
in the textile manufacturing industry in Zimbabwe. On the way forward, the article is valuable to the
policymakers, academics and other researchers, among others. The stakeholders will be able to apply the
model to determine which specific influences are the most important for their respective business.
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1. INTRODUCTION

Zimbabwe has been experiencing an unprecedented number of economic challenges in the
past decade, and this is evidenced by the underperformance of businesses across industries
in the country (Mazikana, 2017). Massive deindustrialization and contraction of the
companies have reached catastrophic levels, especially in the clothing and textile
manufacturing industry. The textile manufacturing industry has been affected by a massive
influx of cheap substandard imports; reducing the country to a simple exchange base in the
region (Mastamet-Mason & Nyoni 2018). According to the Confederation of Zimbabwe
Industries (2019), the contribution of the manufacturing to gross domestic product has
progressively declined to 12% in 2019 from a peak of 25% between 2008-2018 and the
country projected negative economic growth of 6.5% in 2019. Local industries are unable to
compete globally, and it is increasingly becoming difficult to ignore the number of
organisations closing down; escalating figures of unemployment and the general slowdown
of the economy (Bonga 2019; Sithole, Sithole & Chirimuta 2018). Zimbabwe, like other
developing nations, is not spared from high levels of unemployment, and the unemployment
rate is 95% (Sinthumule & Mkumbuzi, 2019).

The Zimbabwean economy has endured financial and regulatory mismanagement,
continuing cash deficiencies, high unemployment, little investment and reserves,
manufacturing sluggishness, decreasing agricultural production, and soaring national and
foreign debt (Kanyenze, Chitambara & Tyson 2017). The macroeconomic environment
requires policies that correct this industrial setting because it is not that appealing to foreign
investors, hence reduced number of foreign investors in the country (Bonga 2019). The
African Development Bank Group (2018) reported that Zimbabwe’'s economy collapsed
because of a protracted period of policy mistakes and international isolation from the rest of
the world (Ojakorotu & Kamidza 2018). Industries have faced poor macroeconomic
administration that has riddled the country, and a decreased supply of goods owing to the
extensive price controls, which resulted in the hyperinflationary environment (World Bank
2019).

Zimbabwean companies have experienced business shrinkage characterised by company
closures and the general decline in the textile manufacturing industry. The problems
encountered in the country include general economic slowdown, rapid de-industrialisation
and massive company closures (World Bank 2017). Over the years, the manufacturing
capacity has weakened, and the trend suggests that local manufacturing organisations are
failing to compete successfully with the cheap imported products (Dhliwayo 2014; Monyau &

Bandara 2015). Individual nations, for example, South Africa, Zambia and Botswana, appear
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to be experiencing growth in the business while the manufacturing industry in Zimbabwe is
contracting (African Development Bank 2014). In South Africa, companies such as Foschini,
Mr Price and Truworths have successfully reduced reliance on cheap suppliers like China in
favour of local manufacturers. They have decreased lead time of producing a garment to just
42 days, whereas international supply chains naturally average between 150 and 180 days
(Theunissen 2020).

The continued rapid deindustrialisation threatens to make the country a mere trading outpost
in the global market, and the textile-manufacturing industry has not been spared
(Confederation of Zimbabwe Industries 2018). This has resulted in high unemployment rates
(Confederation of Zimbabwe Industries 2015). The researcher sought to establish how
industrial upgrading could help control market failures in the textile manufacturing industry to
stimulate enhanced sustainable economic growth in the industry. The textile manufacturing
industry is currently operating below capacity, and there is a lack of competitiveness of local
products in the country (Dhliwayo 2014). The textile manufacturing industry is seriously
threatened by imports that have flooded the local market. The government needs to address
the macroeconomic disproportions that have caused deep regression in the structural
transformation of the economy that has led Zimbabwe away from political stability and long-

term economic prosperity (Kanyenze et al. 2017; Sithole et al. 2018).

A survey conducted by Odero (2018) highlighted a significant contraction in the
manufacturing industry. A study by African Development Bank (2018) highlighted that the
growth in the manufacturing and services industries are expected to continue to be
restrained because of liquidity constraints. The two (2) studies provide evidence that there is
a severe threat to the manufacturing industry’s competitiveness and the reduced
competitiveness of local products on the export market. The country cannot continue without
a solution and the economic free fall. There is a need for organisations to come up with
homegrown solutions to control market failures, increase production capacity, and contribute
meaningfully to the economy (Mazikana, 2017). Strategies must be found on how to
enhance economic growth and how organisations can increase productivity to compete with
cheap imports from low-cost countries that have flooded the Zimbabwean textile industry
(Mastamet-Mason & Nyoni 2018). The presence of cheap textile products imported from low-
cost countries in Asia and second-hand clothing imported from developed countries impedes
the growth of the textile manufacturing industry (Dhliwayo 2014; Monyau & Bandara 2015).
The overall effect is that textile-manufacturing companies can be forced out of the market
and it has become imperative that managers have to focus on strategies that enhance

industrial expansion in their economies (Maloney & Nayyar 2018). According to Sithole et al.
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(2018), the current strategies employed in Zimbabwe'’s textile manufacturing industry are
rigid, and the textile organisations have to become innovative by using methods that
encourage growth by updating available skills to improve competitiveness in the industry.
Therefore, the main aim of the study is to establish how industrial upgrading reduce market

failures and enhance business sustainability in the textile manufacturing industry.

2. LITERATURE REVIEW

The following section presents the literature review of the study.

2.1 Business sustainability

Business sustainability is a multi-faceted concept with diverse viewpoints that can be
achieved through the focused efforts on activities and processes in an organisation (Stead &
Stead 2014). Schulz and Flanigan (2016) postulate that business sustainability is the
formation of resilient organisations through a combined system of economic, social and
environmental networks. In the past, sustainability development was related only to the
environmental issues of an organisation. Brundtland Commission Report (World
Commission on Environment & Development 1987) defined sustainable development the
ecological and social performance of the current era without endangering the ability of future
groups to meet their environmental and social needs. Sustainable development issues have
evolved (Caraiani, Lungu, Dascalu & Colceag 2018). The historic Brundtland-Report gave
way to the insight of sustainability by providing two (2) notions, which are the concept of
needs and limitations. However, Hiller Connell and Kozar (2017) revealed that sustainability
guarantees that an organisation to be feasible over an extended-term into the future.
Sustainability consists of the management of the triple bottom line and embraces decision-
making that concurrently takes into consideration economic, social and environmental
concerns (Azevedo & Barros 2017; Bostrom & Micheletti 2016; Elkington 1997).

Mattingly (2015) and Hiller Connell and Kozar (2017), acknowledged that most organisations
need to embrace the sustainability concept including governance and management
processes, strategies and operations and auditing and reporting systems throughout their
business processes. In their study, Schulz and Flanigan (2016) embraced business
sustainability as it is crucial for the resilience of organisations over time where they are
better positioned to respond to internal and external shocks of the business environment.
Susanti (2017) proposes that organisations need to employ win-win-win strategies to
become more responsive to competitive and strategic challenges, which are a growing

concern in the world. The triple bottom line has the capability of endorsing more
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considerable societal value in a country (Hiller Connell & Kozar 2017; Schulz & Flanigan
2016; Slaper & Hall 2011).

Business sustainability ensures that the organisation can survive and progress into the
future and by continually measuring sustainability performance over time, organisations can
strengthen both their core business practices and their external communication (Caraiani et
al. 2018). Industrial upgrading in the organisation reorganises the production system,
applying new superior functions and improves the sustainability development to an
organisation, this is achieved when better products are produced more efficiently;
contributing to the sustainable growth of an organisation (Bamber, Daly, Frederick & Gereffi
2018; Cortes 2017).

Sustainability provides entirely new ways of creating and capturing value, beyond those
offered just by developing greener technology or cleaner production systems, making
sustainability a central element not only of the product but for the business itself (Yang,
Vladimirova & Evans 2017). The upgrading of core technological competence of the
enterprise will enhance market competitiveness and by establishing a more well-known
product which requires the improved ability of knowledge transformation and creation
(Dewen 2013).

2.2 Industrial upgrading

Economic upgrading is also known as industrial upgrading (Tian, Dietzenbacher & Jong-A-
Pin 2016). Industrial upgrading has four (4) stages, namely process, product, functional and
intersectoral upgrading, and firms can improve efficiency by moving from inferior value-
added functions to sophisticated value-added service (Gereffi 2015). The notion of industrial
upgrading is about gaining attractiveness in advanced value-added progressions (Marcato &
Baltar 2017).

Sub Saharan African countries are performing below capacity equally in terms of total flows
and their standing in the global value chains, and more should be done to stop
deindustrialisation in the region (Frederick & Daly 2019; International Monetary Fund 2015).
Industrial upgrading focuses on making better products efficiently, and if implemented,
generating an increased value addition of operations in a business (Gereffi 2015). Value
addition is a function of productivity. Industrial upgrading also increases the firm’s production
levels (Bamber et al. 2018). Business competitiveness improves the market position of an
organisation which brings about efficiency. The triple bottom line generates profits which are
every organisation’s core business and create synergies that build a sustainable

organisation which can survive in the long term by building resilience (Barrientos, Gereffi &
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Rossi 2018). Industrial upgrading pursues to attain a sophisticated degree of processing as
well as superior value-added products and advanced technological processes, to stimulate
the upgrading of manufacturing systems through technology, innovation and transformation
of traditional industries (Tian et al. 2016). Industrial upgrading is a high degree of
processing, high-tech processing to promote the advancement of industrial structure through

technology and high expertise (Schulz & Flanigan 2016).

2.3  Product upgrading

Product upgrading aims at improving product quality and increasing value additions for
consumers. The yearning for improved value addition, superior quality products and
consequently, more profitable products of an organisation have led organisations to search
for strategies that offer these results (Gereffi 2015). To remain competitive in the fast-
changing environment, manufacturers must be able to improve their products continue to

adjust to new tendencies and achieve higher profits.

2.4  Process upgrading

Process upgrading is concerned with increasing efficiency of the production system in the
transformation of inputs to outputs. Process upgrading is, therefore, concerned with the
redeployment of the human capital and the development of new technologies (Lema,
Pietrobelli & Rabellotti 2019). Upgrading is not a one-directional process because exterior
forces such as changes in the business environment or parent businesses decisions may
result in partial loss of formerly gained commissions (Elteto, Magashazi, Szalavetz & Tury
2015). The prospects to improve products depend on a variety of reasons. The firm’s
potential for improvement can be influenced by the firm’s specific attempts, activities and the
environment in which firms’ function. Three (3) characteristics crucially shape the firm’s
environment: the collective competence of the cluster in which it operates the pattern of
governance of the value chain in which firms participate, and the strange features that
describe learning and advancement patterns in distinct segments (Lema et al. 2019). The

study investigates industrial upgrading using all four elements.

2.5 Functional upgrading

Bamber et al. (2018) explained that functional upgrading takes place where local firms
improve their competences in marketing and sales functions and procurement processes, to
increase the overall skill content of activities. The superior position can be either product
design or marketing of a product. Expansion of production triggers functional upgrading in

other organisations. Functional upgrading can be when the whole companies’ manufacturing
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may be efficiently eliminated; consequently, altering the construction of the value chain or
manufacturers can obtain or remodel productive volume in higher-value stages to acquire
the best product’s value (Blazek 2016; Gereffi 2015). Functional upgrading is improving the
range of functions performed or changing the mix of operations towards higher value by

abandoning existing tasks in the textile manufacturing company.

2.6 Intersectoral upgrading

Intersectoral upgrading includes decomposing processes into other value chains, and it is
connected to altering the production mix toward making goods and services with an
increased added value. The expansion of a country’s economy often moves across sections
from agriculture and natural resource mining to light manufacturing of goods such as textiles,

and then toward more state-of-the-art products and the service industries (Tian et al. 2016).

2.7 Theoretical framework

The proposed theoretical framework, Figure 1, illustrates pertinent theoretical views that are
compared with the central theme guiding this study. Industrial upgrading was evaluated in
using four (4) dimensions, which are process, product, functional and intersectoral
upgrading. Thus, causal relationships exist where instrumental variable techniques for
endogenous (influenced by other variables) variables can be applied. Each dimension on
the framework was assessed for a likely contribution towards business sustainability and

competitiveness.
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Figure 1:

Theoretical Framework
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The theoretical framework in Figure 1 depicts how industrial upgrading can achieve business
sustainability, enhance competitiveness and reduce market failures. The study evaluated
and examined the theory and derived the link of associations among variables. The other
variables are competitiveness and business sustainability. Factors causing market failure in
the textile manufacturing industry are information asymmetry, public goods and lack of
supportive policies in the industry. The latent variables were measured by variables which
are valid in the Zimbabwean textile-manufacturing industry. Figure 1, is the theoretical
framework the study was it used to assess the causal relationships of industrial upgrading,
competitiveness, market failures and sustainability. The macro-environment in the textile
manufacturing industry is the environment in which foreign direct investment (FDI),
innovation, research, and development take place, and which improves the effectiveness of
the industry (Jain & Rautela, 2018; Nyoni 2018). Market failure happens when the market
has failed to align incentives and knowledge to produce an optimal consequence; this
usually happens in deteriorating industries. Market failure usually causes regional
unemployment, which forces the government to intervene to manage decline and limit the

scale of momentary problems associated with environmental change (Furton & Martin 2019).

2.8 Global value chain

Criscuolo and Timmis (2017) maintain that participating in global value chains (GVCs) can
inspire production development through a number of channels. The value chain relationship
builds responsibility and resource sharing, which enhances productivity and helps to resolve
conflicts. The governance, organisation and coordination in the value chain is an essential
factor as this enhances profitability in all segments along the value chain and guarantees
better quality and safer products (Taglioni & Deborah 2016). The development of marketing
strategies be fortified (Chakoma & Chummun 2019). In Figure 2, the Proposed Structural
Model depicts the relationships between industrial upgrading, business sustainability, market
failures and competitiveness in the manufacturing industry. According to Bris and Caballero
(2015), industry competitiveness can attain higher market share through augmented output,
which is controlled by industrial upgrading. This creates the ability for companies, industries,
and nations to trade better goods and services and therefore, to grow the market share of a
company (Barrientos et al. 2018). The factors and challenges that affect the competitiveness

of the textile manufacturing industry were explored.

2.9 Market Failure
According to Mihalache and Bodislav (2019) explain that if markets fail to organise

production and allocate goods efficiently, they end up in market failure. A market fails when it
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is not resourceful and is unable to reach the required outcomes (Jackson & Jabbie 2019).
However, the term market failure does not imply that there is no activity in the market, but
that the market is not working efficiently and the market is failing to produce wanted goods
(Jackson & Jabbie 2019; Mihalache & Bodislav 2019). The textile manufacturing industry in
Zimbabwe has experienced some of these and causes the industry not to reach its full
potential. Market failure causes such as imperfect information, market power, externalities or
public goods were identified in the textile manufacturing industry (Mastamet-Mason & Nyoni,
2018).

3. METHODOLOGY

A causal research design was used to explore industrial upgrading constructs and their
association with fostering business sustainability in Zimbabwe, together with the factors that
may enhance business sustainability and competitiveness. A causal research design
allowed examining and to the exploration of relationships industrial upgrading, market failure,
competitiveness and business sustainability. The researcher conducted in-depth interviews
with officials (senior managers or supervisors) from the Kadoma, Glendale and Harare. The
senior executives and managers were chosen because they are involved in the formulation
strategies in the textile manufacturing industries (Chaib Lababidi, Lababidi, Colak & Dayan
2020). The research used a simple random sampling method and selected a sample size of
ten (10) key informants reached after data saturation (Saunders, Sim, Kingstone, Baker,
Waterfield, Bartlam, Burroughs & Jinks 2018). The informants interviewed included
executives in the textiles industry, textiles industry trading partners, textiles industry-related
trade unions and regulatory bodies governing the clothing and textile manufacturing industry.
Random selection of informants increased the credibility of the study and transparency of the
research process (Saunders & Townsend 2018). Key informants were experts who had a
more in-depth understanding of the textile manufacturing industry. This section, therefore,
briefly deliberates on the measuring instruments used, the selected sampling method and

the data analysis procedures that were applied.

3.1 Sampling Procedure

A stratified random sampling technique was applied to build a representative sample of
respondents from the 20 organisations in the three (3) geographical areas of Harare,
Glendale and Kadoma. Twenty companies from Harare, Glendale and Kadoma with a total
employee population of 2088 were therefore selected based on having complete and up to
date employee database records kept at Zimbabwe Textile Manufacturers Association

(ZITMA). The companies were also selected based on the distance from the researcher’s
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location, which was reasonable enough to reduce the costs of travelling and other logistics
needed to reach out to the respondents (Aschauer, Rosel, Hossinger, Kreis & Gerike 2019).
The stratification variable was the position of the respondent at the place of work that had
two (2) categories of either being a supervisor or a manager. Stratified random sampling was
preferred because of the high precision of estimates. Stratification was based on the
employee database of each of the 20 selected organisations registered with the ZiTMA and
where within accessible distances of the capital city, Harare. The study administered 325
guestionnaires and managed to get back 320 completed and usable questionnaires

indicating a satisfactory response rate of 98% (Repousis, Lois & Veli 2019).

3.2 Instruments

The study used both quantitative and qualitative data collection (mixed) methods and
instruments for this study. The quantitative approach was survey-based to facilitate the
generation of the required empirical evidence, which is generalisable in the selected local
textile industry for triangulation with qualitative findings. On the other hand, Qualitative
methods include key informant, personal interviews and focus group discussions with line
managers, supervisors, partners, government officials and senior executives who structure
and implement business strategy. The focus group discussion participants were selected
using purposive sampling, and three (3) focus group discussions FGDs were held in each of
the study locations of Harare, Glendale and Kadoma. Purposive sampling was chosen
because of its ability to enable the researcher to identify and select knowledgeable and
experienced individuals who were available and willing to disclose experiences and opinions
in the textile manufacturing industry (White, Rakotoarisoa, Cox, Close, Kotze & Watrous
2019). FGDs was deemed the most suitable for this study due to the provision of a deeper
understanding of sustainability, competitiveness and industrial upgrading and allowed the
researcher to capture responses economically (Nyumba, Wilson, Derrick & Mukherjee
2018). Personal Interviews were preferred for this study because of the flexibility of the
collection data method, and the other benefit of interviews is the high rate of return (Creswell
& Creswell 2018).

3.3 Data analysis techniques

Structural Equation Modelling (SEM) was chosen over other multivariate methods, in this
study, SEM was selected for its ability to provide information on how well the model fits data
(Dragan & Topolsek 2014). Furthermore, the technique was preferred for its ability to assess

and investigate theoretical links, which are mostly linear relationships between research
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variables (Shi, Lee & Maydeu-Olivares, 2019; Civelek 2018). The results of the study were

analysed using through SPSS 25 and Analysis of Moment Structure (Amos 22) software.

4. DISCUSSION OF RESULTS

The following section discusses the structural model, reliability and validity assessment and
the results of the study

4.1  Structural model

The structural model demonstrates the relationships amongst the constructs in the study and
the final model presented in Figure 2. Model fit measures were obtained, and the
unnecessary items that existed in a latent construct were removed to achieve the

unidimensional state (Mueller & Hancock 2018).

Figure 2:  Structural model
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4.2 Reliability and Validity Assessment

The reliability (consistency of a measure) and validity was assessed through composite
reliability and discriminant validity tests. Table 1 summarises the reliability and validity
coefficient of scores. The quality of evidence gathered from a sample draws on the quality
and reliability of the data collection instruments accepted (Heale & Twycross 2015). Table 1
shows the data validation tests of the six constructs of the study.

Table 1: Reliability and Validity Assessment

Measured Cronbach Alpha Composite é:fr;acsiz d Maximum Shared
construct (a) Reliability (CR) Variance (AVE) Variance (MSV)
Functional

upgrading 0.70 0.83 0.51 0.18
Product upgrading 0.81 0.92 0.50 0.13
Business

sustainability 0.70 0.73 0.57 0.14
Business

competitiveness 0.81 0.80 0.50 0.14
Intersectoral

upgrading 0.76 0.97 0.88 0.28
Process upgrading 0.81 0.84 0.58 0.28

Source: Calculated from survey results

The results in Table 1 indicate that Cronbach’s Alpha for the constructs ranged from 0.70-
0.81 and values are within the acceptable range of at least equal to 0.70. Cronbach Alpha
was used to assess the reliability of the constructs. According to Taber (2018), good
reliability of scales acceptable is a Cronbach’s coefficient alpha of 0.70 and above.
Therefore, the Cronbach Alpha coefficient presented in Table 1 indicates excellent reliability
results that show that the constructs ranged from 0.73-0.97, indicating excellent reliability
which is above the set limit. Discriminant Validity was measured using Average Extracted
Variance (AVE), and the recommended cut-off is greater than or equal to 0.5. Maximum
Shared Variance (MSV) coefficient measures discriminant validity and a coefficient lower
that AVE values are considered as acceptable, and the recommended minimum threshold is
0.6 (Heale & Twycross 2015). The results indicate excellent reliability of the scales shown by
AVE and MSV above the recommended threshold. Table 2 indicates the correlation and the

square root of AVEs matrix used to describe discriminant validity.
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Table 2: Correlation and Square Root of AVEs Matrix

Serial Measured Construct 1 2 3 4 5 6

1. Functional Upgrading 0.71

2, Product Upgrading 0.36 0.71

3. Business sustainability 0.35 0.29 0.75

4, Restoration of competitiveness 0.18 0.18 0.37 0.71

5. Inter-sectoral Upgrading 0.35 0.33 0.35 0.16 0.94

6. Process Upgrading 0.42 0.24 0.30 0.23 0.53 0.76

Source: Calculated from survey results

Table 2 displays discriminant validity values. The discriminant validity is guaranteed since all

the correlation coefficients of all constructs are lower than the figures in bold.

Indicated in Table 3 are the thresholds for the fitness of the measurement model showing
that the recommended parameter values thresholds were met. The goodness of fit for the
measurement model was verified using the Comparative Fit Index (CFl) and Tucker Lewis
Index (TLI) and Root Mean Square Error of Approximation (RMSEA). Literature suggests that
CFl and TLI >0.8 and small RMSEA < 0.05 (Mueller & Hancock 2018; Rose, Markman &
Sawilowsky 2017). The overall structural model shows a good fit indicated by these indices
CFI10.86, TLI 0.84 and RMSEA 0.07, as shown in Table 3. The model explained about 100%
(CD=1.00) of the variation in business sustainability, competitiveness and industrial

upgrading.

Table 3: Goodness of fit

Goodness of Fit Statistics

1.| Comparative Fit Index (CFI) 0.86
2 | Root Mean Square Error of Approximation (RMSEA) 0.07
3 | Tucker Lewis Index of Reliability (TLI) 0.84

Source: Calculated from survey results

Table 4 shows a summary of the structural model, where the most significant contributor to
restoring competitiveness is process upgrading (14%), and the least contributor is

intersectoral upgrading (4%). The results indicate that intersectoral upgrading is the key
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contributor to improving organisational competitiveness; an improvement in competitiveness

improves business sustainability.

Table 4: Summary of the structural model
Overall effect on Overall effect on
Competitiveness Business Sustainability

Process Upgrading 14% 4%

Product Upgrading 1% 12%

Functional Upgrading 7% 18%

Intersectoral Upgrading 4% 21%

Competitiveness - 29%

Source: Calculated from survey results

Business sustainability results show that Intersectoral Upgrading is the highest contributor to
business sustainability, while Process Upgrading was the least contributor (4%) to business
sustainability. The results indicate that industrial upgrading improves this, in turn, improves
the overall position of the organisation, which becomes a sustainable organisation, which

can survive in the future.

Figure 3 shows a proposed model that suggests how the textile manufacturing industry can
become more competitive and sustainable in Zimbabwe. In terms of macro and micro levels,
an enterprise’s competitiveness is dictated by its ability to modernise, the ability to meet the

needs of the market, and flexibility to challenges from competitors.

4.3 Results of the study

Causal relationships were explored to determine how industrial upgrading can increase
business sustainability and competitiveness in the textile manufacturing industry in
Zimbabwe. Based on the analysis of the research data of the study, there is a positive

correlation between industrial upgrading, competitiveness and sustainability.
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4.3.1 Process Upgrading Increases Competitiveness of a textile
manufacturing company

Results show that Process Upgrading with a beta coefficient of 0.144 and p-value of 0.036
(below 0.05) has a positive and significant influence on restoring competitiveness. The
results pointed out that process upgrading increases the competitiveness of an organisation.
As Process Upgrading increases by one standard deviation, competitiveness goes up by
0.144. The results provided evidence that Process Upgrading increases the effectiveness of
production either through the improved organisation of the manufacturing process or the
usage of better-quality machinery. Previous research had pointed out that Process

Upgrading increases the efficiency of production in an organisation (Charles 2019).

4.3.2 Product Upgrading Increases the Competitiveness of a textile
manufacturing company

The individual component of industrial upgrading indicates that the standardised estimate
path coefficient for the hypothesised relationship shows that Product Upgrading has a
positive and significant influence on restoring competitiveness. This is shown a beta
coefficient value of 0.108 and a p-value of 0.036; however when the product upgrading
increases by one standard deviation the competitiveness goes up 0.108 of its standard
deviation. The results show that Product Upgrading increases the competitiveness of a
textile manufacturing company. By improving the product line and quality of a product, this
has a direct effect on restoring the competitiveness of an organisation. Elteto et al. (2015)
made similar observations on how the four types of industrial upgrading were linked and

derived from each other.

4.3.3 Functional Upgrading Increases Competitiveness of a textile
manufacturing company

Study results also show that Functional Upgrading has a significant effect on restoring
competitiveness. This is demonstrated by the beta coefficient value of 0.073 and p-value
0.045 less than the threshold of 0.05. The result shows a positive and significant
relationship, which indicates that an increase in Functional Upgrading by one standard
deviation, competitiveness goes up by 0.073, and they validate the hypothesised
relationship. The results show that Functional Upgrading controls the level of restoring
organisational competitiveness in an organisation. The results reveal that the development
of capabilities or acquisition of new functions (mix of products) increases the
competitiveness of a company shown by an increase in value addition which in turn
increases the competitiveness of an organisation. Functional upgrading increases

competitiveness in the form of acquiring new superior functions in the organisation. Previous
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studies by Mohan (2018) pointed out that industry policies incentivised functional upgrading,
and they encouraged a competitiveness profile in value-added packaged products, which

stimulated forward linkages helping to trigger broad-based economic development.

4.4  Business Sustainability
The following section presents the relationships identified in this study:

4.4.1 Process Upgrading Improves Business Sustainability of a textile
manufacturing company

The hypothesised relationship shows that Process Upgrading has a positive and significant
effect on business sustainability. This is indicated by a beta coefficient of 0.045 and p-value
of 0.026, which is less than 0.05. Therefore, when Process Upgrading increases by one
standard deviation, Business Sustainability increases by 0.026 of its standards. The result
reveals that an increase in process upgrading manages to improve business sustainability.
The result shows a positive relationship with sustainability upgrading processes leads to an
escalation of local institutional ability (Pipkin & Fuentes 2017). The results give evidence that
process upgrading is altering inputs into outputs more proficiently, thereby reducing

manufacturing costs caused by production inefficiencies in an industry (Elteto et al. 2015).

4.4.2 Product Upgrading Improves Business Sustainability

Results show that Product Upgrading with a beta coefficient of 0.120 and p-value of 0.009
has a significant influence on business sustainability. The results indicate that as Product
Upgrading increase by one standard deviation Business Sustainability increases by 0.12.
The results reveal that Product Upgrading improves the level of business sustainability in an

organisation.

4.4.3 Functional Upgrading Improves Business Sustainability

The standardised estimated path coefficient for the hypothesised relationship indicates that
Functional Upgrading has a significant relationship with business sustainability. The
relationship was indicated by the beta coefficient value of 0.182 and a p-value (0.004) less
than 0.05. Studies by Alavi, Moshiri and Sattarifar (2016) and Elteto et al. (2015), highlight
that functional upgrading enables product upgrading and can lead to additional blue-collar
employment. The findings revealed that Functional Upgrading increases the growth of the
business. The discussions made by Mohan (2018), show that functional upgrading is a
strategy of economic empowerment when equipped with supportive policies, can succeed in

improving livelihoods and triggering economic growth in an industry.
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4.4.4 Inter-Sectorial Upgrading show positive effect on Business
Sustainability

The standardised estimated path coefficient for the hypothesised relationship indicates that
Intersectoral Upgrading has an insignificant relationship with business sustainability. The
results are indicated by the beta coefficient value of 0.206 and a p-value (0.05) which is
equal to 0.05 thresholds. The results reveal that through Intersectoral Upgrading as a firm
obtains added skill, knowledge, or know-how exact to the new product, it improves the
performance of the business by applying the new capabilities and this has an immediate

impact on the level of business sustainability of the organisation.

4.45 Competitiveness has a Positive Effect on Business Sustainability

The reported standardised estimate path coefficient for the hypothesised relationship shows
that Restoring competitiveness has a significant favourable influence on Business
Sustainability. This is indicated by the beta coefficient value of 0.286 and p-value of (0.002)
lower than 0.05, meaning that when competitiveness increases by one standard deviation,
Business Sustainability increases by 0.286. The governments and public agencies must
promote industrial cohesion to kindle the upgrading of the modern interface (Li, Xue &
Huang 2018).

4.4.6 Predictor of Business Sustainability for the textile manufacturing
companies

The objective of the study was to evaluate how the textile manufacturing companies can
restore competitiveness and analyse how industrial upgrading could achieve business
sustainability. The relationship between industrial upgrading and business sustainability was
measured by a variable such as a Process Upgrading, Process Upgrading, Functional
Upgrading and Intersectoral Upgrading. According to Table 5, the five variables predict
business sustainability; these are Intersectoral Upgrading, Product Upgrading, Process

Upgrading, Functional Upgrading and competitiveness.

Table 5: Significant predictors of business sustainability

Measured Constructs (Predictors) Regression weights Variance

Process Upgrading 0.05

Product Upgrading 0.12 20%
Functional Upgrading 0.18

Intersectoral Upgrading 0.21
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Measured Constructs (Predictors) Regression weights Variance
Competitiveness 0.29

Source: Calculated from survey results

The highest predictor is restoring competitiveness indicated by the regression weight of 0.29,
with the lowest in regression weights being process upgrading 0.05. The impact of this
variable is high; recording a figure of 20% variance explained of business sustainability. If
companies can boost business sustainability, they should develop a measure that improves
Intersectoral Upgrading, Product Upgrading, Process Upgrading, Functional Upgrading, and
competitiveness in the organisation. An improvement on inter-sectoral Upgrading, Product
Upgrading, Process Upgrading, Functional Upgrading, and competitiveness will improve
business sustainability by 20%. The organisation should aim at improving their processes,
product and functions of the business to enhance the performance of the company.
Industrial upgrading increases efficiency, thereby fostering competitiveness, which presents
itself as the capability of firms to sell products and services and improve market standing.
Andreoni (2016) demonstrate how the competitiveness of firms rely on the business
environment and the level of sophistication of organisational operations in addition to inter-
enterprise cooperation. The creation of an enabling business environment can be assessed

from the position of policy and an institutional perspective.

Figure 3: Proposed Model for the textile industry

[ MARKET FAILURE ]
g v v Vg
PROCESS PRODUCT FUNCTIONAL INTERSECTORIAL INDUSTRIAL
UPGRADING UPGRADING UPGRADING UPGRADING UPGRADING
COMPETITIVENESS > SUSTAINABILITY

Source: Developed by author
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The proposed structural model to assist the textile manufacturing industry in Zimbabwe
indicates that there is a relationship between industrial upgrading, competitiveness and
business sustainability. The relationship suggests that the moment that industrial upgrading
is chosen as a strategy; it improves the performance of the organisation (Mohan 2018). The
performance then improves the competitiveness and sustainability of the company. When
market failure is corrected, it improves the competitiveness of the industry (Marcato & Baltar
2017)

5. SUMMARY OF FINDINGS

The following section presents the summary of findings

5.1 Industrial Upgrading has a positive effect on business sustainability

Industrial upgrading was evaluated using four dimensions Figure 3, and each dimension was
assessed for the magnitude of its likely contribution towards business sustainability. For
every unit change in Functional Upgrading, business sustainability is expected to increase
by 18%. Every unit increase in Product Upgrading is likely to increase business sustainability
by 12%, while Intersectoral Upgrading is only anticipated to increase business sustainability
by 21%. Directly, Process Upgrading is expected to improve business sustainability by 4%
for every unit increase; however, it directly restores competitiveness by 14%. Then when
competitiveness is restored, it improves Business Sustainability by 29% by every unit
increase. The results show that industrial upgrading achieves business sustainability. The
factors, which had high loadings (= .60), were efficient production of existing products and
services and more capabilities for product and service diversification and attraction of foreign
direct investment. For every unit increase, inefficient increased business sustainability by
70%; as diversification & foreign direct investment increased by a unit, business

sustainability increased by 77%.

5.2 Industrial Upgrading Increases Competitiveness

Industrial upgrading was evaluated in four dimensions were assessed for the magnitude of
its likely contribution towards restoring competitiveness. For every unit change in Functional
Upgrading, business competitiveness is likely to increase by 7%. Every unit increase in
Product Upgrading is likely to increase business competitiveness by 11%, while Intersectoral
Upgrading is only likely to increase business competitiveness by 4%. Directly, Process
Upgrading is likely to improve business competitiveness by 14% for every unit increase. The
results show that when competitiveness is restored, it then improves Business sustainability

by 29% by every unit increase. The results show that industrial upgrading increases
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competitiveness. The factors which had high loadings (= .60) increased productivity,
increase in the industrial expansion adapting to market changes and structure and adoption
of high technology. For every unit increase in the industrial expansion increased business
sustainability by 81%; as adapting to market changes and system increased by a unit,
business sustainability increased by 75%. For every increase in the unit of adoption of high
technology, business sustainability increases by 72%. For every increase in productivity,
competitiveness increases by 49%. The overall results indicate that industrial upgrading

increases competitiveness which in turn improves business sustainability by 29%.

According to data, the factors that characterise Process Upgrading were a high degree of
processing, sophisticated product lines and reduction of delivery times. If these drivers are
improved, then business sustainability is achieved. Factors driving Product Upgrading were
making products more efficiently and cheaply, moving into sophisticated product lines and
meeting the demands of the buyers. Reorganising the production system was also
mentioned as one of the drivers. Factors driving Functional Upgrading were found to be as
follows: more integrated production system, specialising and use of market niches. Another
driver is designing, marketing and branding stages of the value chain.

Factors affecting the intersectoral upgrading drivers are moving horizontally into the new
supply chain, which requires similar knowledge and skill and moving into new productive
activities. The four types of industrial upgrading often overlap or derive from one another.
Industrial upgrading can be voluntary, where subsidiaries fulfil more intricate tasks. However,
functional upgrading can be realised in other functions (Elteto et al. 2015). Product and
process upgrading are strongly interrelated, and when a firm upgrades through product and
process, it upgrades within its production system. When an organisation upgrades beyond

production, it is functional (Kummritz, Taglioni & Winkler 2017; Marcato & Baltar, 2017).

6. MANAGERIAL IMPLICATIONS

Managers are encouraged to increase the effectiveness of the production system either by
improving the organisation of the manufacturing process using better-quality textile
machinery. Companies in the textile manufacturing industry need to continually update and
advance their technology, to keep abreast with production efficiency for the growth of the
industry. The technology update can help expand market share and generate business on
the global market. Continuous improvement of the product mix is required for textile
manufacturing companies to increase value for money for the customers and to improve the

competitiveness of the organisations in the industry. The textile companies need to develop
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a new mix of products or by improving the product line and quality of a product to succeed

and trigger economic growth in an industry.

An organisation’s competitiveness is dictated by its ability to modernise, the ability to meet
the needs of the market, and flexibility to challenges from competitors. Adapting to market
changes and continuous investment in textile technology expands the business sustainability
of an organisation. The textile industry managers should obtain added skill, knowledge, or
expertise to develop their products, which improves the performance of the business by
applying the new capabilities and this has an immediate impact on the level of business
sustainability of the organisation. Managers should encourage industrial cohesion to
stimulate the upgrading by improving production efficiency, thereby reducing manufacturing
costs caused by production inefficiencies in the textile manufacturing industry. When the
cost of production is reduced, the industry can compete with products from low-cost
countries. Managers in the textile manufacturing industry should reduce product delivery
times to achieve optimal performance in the textile manufacturing industry. Textile products
should be produced more efficiently, economically, and effectively meeting the demands of
the buyers.

7. RECOMMENDATIONS

This study focused on how industrial upgrading can help contain market failures and enable
companies to gain sustainable economic growth. Based on the findings of this study, the

following recommendations are presented:

There is need for the textile manufacturing industry managers to engage the government on
protective policies, which can nurture the development of the industry for the industry to be
in a position to compete successfully with foreign players in the market. There is a severe
need for the textile manufacturing industry to continuously engage the government and
advocate for tariff reduction on imported raw materials and protective policies to improve the
competitiveness of the textile manufacturing industry. The textile-manufacturing managers
have to advocate for policies, which can protect the industry from competing with cheap
inferior quality products. Importation of textile products needs to be monitored so that all
products that can be made in the country are prohibited from entering the country. The
textile manufacturing industry needs to adopt manufacturing policies that change its industry
construction and promote financial growth. In addition, local businesses need to employ
inventive and critical advertising tactics and get closer to the prevailing persuasive marketing
strategic practices which are appropriate for the dominant economic and political setting

(Mastamet-Mason & Nyoni, 2018). Given this reality, one of the most practical solutions
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would be to continuously encourage industrial upgrading in the textile manufacturing industry
to improve the industry’s performance and enhance industrial development (Wang, Lu, &
Hung 2020). This may protect the industry and ensure that it achieves sustainability in the

future.

8. CONCLUSION

The broad objective of the study managed to establish how industrial upgrading achieves
business sustainability in the textile manufacturing industry in Zimbabwe. The study
statistically discovered that industrial upgrading could help to control market failures,
improve competitiveness and business sustainability in the textile manufacturing industry to
stimulate and enhance sustainable economic growth. Significant findings of the research
reveal that industrial upgrading increases the competitiveness of the organisation, thereby
increasing the sustainability of an organisation.
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