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FOREWORD

What is aimed at organizing an academic congregsdl Bneans, academic contribution and sharing kedge.
With this supreme target, Izmir University of Ecomios organized the International Entrepreneurslipggess
Themed SMEs and Entrepreneurship on October 12008.

The congress completely fulfilled all purposes: Tityesix academic articles were presented, tweheeessful
entrepreneurs shared experiences with studenpeia sessions, more than four hundred fifty sttslas well
as academicians from twenty-two different univégsitand three private and government institutiditsnded
the congress. The congress succeeded in attrattamgion to SMEs both from academic and busineskes. It
also mediated production of academic knowledgéim gpecific field. Besides, it achieved arousinggiiest of

both written and visual media.

This eminent book is a special selection of arsigieesented in the congress. Via this selectiontoak aim at

motivating sound academic research and originairitation.

We are thankful to our organization committee, patticipants and particularly the prominent authofghe

articles presented in the following pages.

We wish to present the second selected book afdhgress in 2011.

Prof. Dr. Alev KATR INL1
Faculty of Economics and Administrative SciencesaiD
Organization Committee, Head

[zmir University of Economics
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l. EVOLUTION OF THE BASEL ACCORD AND ITS EFFECTS O N SMALL AND
MEDIUM-SIZED ENTERPRISES

Can Tansel Kaya

Cagatay Akarcay
Yeditepe University

1. INTRODUCTION

Ever changing global markets with complex structuoEced many actors to modify their systems. €ladors
who make up the financial system range from finalneiarkets to banks all the way down to simple stees.
Especially for banking, significant events of ttalg 1970s like the discontinuation of fixed excparrate and
the petroleum crises of 1974, had significant eff¢o trigger authorities even more to establisoand global
banking system. Late 1970s and early 1980s hastheeperiod of substantial deregulation. As altes this
development, major banking crisis emerged towandseind of 1980s. Therefore, banking crisis hasdikgpd

the necessity of a strong regulatory process indamanking.

In 1974, the Bank for International Settlementsalelished the Basel Committee with the purpose of
standardizing the banking systems of nations. 9881 Basel | Capital Accord has been establishRdcent
crises have shown us that economic crises in onatgocan easily affect other markets in differettations
because of the free market economy. In the lidhtcent crises around the world, to more effitiedeal
with the growing complexity of the financial indogtand with systemic threats, a new Capital Acaander the
name of Basel Il was proposed by the Basel Comeiitta Banking Supervision to establish a more
sophisticated framework for banks to measure rigk set aside sufficient capital to cover lossesmfroarket

risk, credit risk, and operational risk.

Though Basel Il aims to fix weaknesses of the bagldgystem, the new accord will lead the banks taraan
abrasive manner towards small and medium-sizedrpriges (SMEs). Basel Il was expected to be fully
implemented by 2009 in Turkey; yet the general viewards the implementation date is no earlier t2@n0.

The utility of Basel Il has become questionableceglly after the financial crises of 2008.

1.2. Basel |

Bank for International Settlements (BIS) is aniingional organization founded by the central bawiksations
around the globe in 1930. It is one of the oldasncial organizations in the world (Yalgin, Ondéksel,
Ozyiirek, 2006).

In 1974, as their main goal being to standardize llanking systems of nations, Bank for Internationa

Settlements set up the Basel Committee. In 198&eB| Capital Accord was established. Internation



standards have been set for capital adequacy andatorious %8 capital adequacy ratio has beendntred
(Uz, 2005).

Capital for banks acts as a cushion for potentidlfes. Higher the capital of the bank is, thghlerr is the
solvency of that bank. If a bank fails to maintaisound level of capital and if the maintainecelesf capital
cannot cover losses, the bank will become capitsblvent. The soundness of a bank can be definddeas
likelihood of a bank becoming insolvent (Greens898). Certainly the lower this likelihood the héy is the

soundness of a bank.

Up until the 1990s, bank regulators based theiitalapdequacy policy principally on the simple leage ratio
defined as follows:
Capital

Leverage Ratio =

Total Assets

It is obvious that the larger this ratio, the sgenis the cushion against failure. What is obsiabout this ratio
is that it fails to take into consideration assetghe basis of risk. The asset risk of a bankiarease (increase
the likelihood of insolvency) and the capital caaysthe same if the bank satisfies the minimumrage ratio.
In other words, the leverage ratio set thimimum capital ratip nota maximum insolvency probabilifidasan,
2002).

The first Basel Capital Accord was instituted in88%o coordinate global regulatory efforts and stablish
minimum capital requirements to eliminate the thpg@sed by undercapitalized banks. Under Basélel ntain
goal could be summarized as to strengthen bankgdtantial financial crises by introducing the migim
capital requirement ratio. Basel | Accord requitbd internationally active banks of the G-10 tddheapital
equal to at least %8 of a basket of assets measuidifferent ways according to their riskiness his accord
not only offered a more complex system to involigk-based capital requirements, but also was, Wwag to

deal with the weaknesses of the leverage ratiomasasure of solvency.

The definition of capital is set (broadly) in twiers, a bank's capital was defined as comprisirmtiers. Tier 1
which is also called the core capital included Heok value of common stock, non-cumulative pergdetua
preferred stock and published reserves from poastrédained earnings. Tier 2, which is also callbé t
supplementary capital, was deemed of lower qudlityncluded, subject to various conditions, gehéran loss
reserves, long-term subordinated debt and cumelatid/or redeemable preferred stock. The bankohasld at
least half of its measured capital in Tier 1 fofithe 1988 Basel Accord primarily addressed bankinté sense

of deposit taking and lending, so its focus waslitmésk (Bank of International Settlements, 2001).

In the early 1990s, the Basel Committee decidedpidate the proposed 1988 accord to include banitatap
requirements for market risk. In April 1993, affafled attempts to co-operate with several othstitutions

such as the International Organization of Secgri@@mmissions (I0SCO) to jointly develop a framewdhe



Basel Committee released a package of proposeddmests to the 1988 accord. Primarily, these amenthme
proposed minimum capital requirements for bankstketarisk. The proposal generally conformed to Ppefs
Capital Adequacy Directive (CAD). Banks would beguied to identify a trading book and hold capiiai
trading book market risks and organization-wideefgn exchange exposures. The Basel Committee’'s new
proposal was adopted in 1996 as an amendment ttO8&accord. It is known as the 1996 Amendmentelit

into effect in 1998.

By this time, shortcomings of the original accortésatment of credit risk were becoming evidente Bimple
system of risk weightings provided an incentive fmanks to hold the %0 risk-weighted debt of G-10
governments (a fact viewed with some cynicism, esithose same governments were largely responsibt&éd
original accord). However, such debt tended to bprafitable. Far more profitable for banks was cogpe
debt, which was weighted %100. With all corporagbtchbeing weighted equally, it made sense for béamk®ld
the most risky corporate debt. Higher quality cogte debt incurred exactly the same capital chaogésvas

less profitable.

Another issue during this period was operationsk.riOperational risk poses a significant risk fanks. It
includes a variety of contingencies including frauuich is a routine factor in bank failures. Neitliee original

Basel Accord nor the 1996 Amendment required ckfuitaoperational risk.

In January 1999, the Basel Committee proposed acagital accord which has come to be known as Basel
There followed an extensive period of consultatisith the committee releasing additional propogalde
discussed in January 2001 and April 2003. It has ebnducted three quantitative impact studies$ess those

proposals. The finalized Basel Il Accord was redebin June 2004.

1.2. Why Basel Il ?

The 1988 Capital Accord prescribed a single meastiresk to determine minimal capital requirementsatest
crises have shown that economic crises in one opwdn easily affect the other markets in different
geographies because of the free market economyianAgises in 1997 have negatively affected Makysi
Indonesia, and Philippines respectively; then puBngapore, Hong Kong, and South Korea as welckvhi
resulted in a great threat to Asia pacific and &yaliy to the whole world. Russian crises causedRussian
government to devalue the national currency by %8#d¢ch caused the Central Asian Republics to suffeses

as well (Garanti, 2006).

As the ever-changing times have proven, the groworgplexity of the financial industry demanded mtiran
what the first Basel Capital Accord could offer.dén current applications, because the measurenfiemedit
risk is not calculated in accordance with the higtdbmplex market structure, compliance among bafiaut
the very same business entity sometimes could eoediched; therefore different credit costs coelditbained.
The risk weights of Basel | lacked to meet withsita@bove mentioned complexities which banks arahéial
systems as a whole went through. The minimum abm@tjuirement of %8 was not difficult for many karto
maintain. But from the supervision viewpoint, ashbecome clear that situating the actual riskl$eoEbanks

have not been all that accurate and significant(iktizmen, 2003).



To deal with the growing complexity of the finariciadustry and with systemic threats, a new Capitatord
was proposed by the Basel Committee on Banking rSigien, to establish a more sophisticated framéwior

banks to measure risk and set aside sufficientalapicover losses from market, credit, and opemnat risk.

Criticisms on Basel | to point out the weaknessesaa follows:

» Credit risk is computed directly according to vokim that the risk level of the debtor is not taken
consideration at all,

» Focusing solely on the %8 minimum capital requiretm@uses banks to neglect the actual risk levels
that they are being exposed to,

» Since being an Organization for Economic Co-openatind Development (OECD) member allows the
member countries to be in the %0 zone, this hindleesrisk level differences among the OECD
countries,

» Contemporary methods for risk evaluation are negtec

» Collateral types are rather limited,

e Operational risk is not taken into consideratioalatYapiKredi, 2006).

1.3. Basel ll
Global financial systems are on the verge of maagtit changes. Basel Il Regulations have beempeffect
in 2007, and the deadline for Turkey was 2009. s€hdrastic global changes will have a significampact on
the financial sector as well as in the real sedBasel Il reexamines the standards of the capiebra of
banking systems in addition to risk management risidmeasurement. Banks will have to be more sgssit
towards risk when they grant credits to public,eesply when granting these credits to SMEs. A mask
sensitive approach will affect firms in many waysnh the line of credit they use to credit assurassees. The
two major points Basel Il Criterion focuses onasds measuring risk is concerned are:

e The risk level of the business entity to use theslitr

* The risk level of the transaction of issuing thedit

The risk level of a business entity is measuredugh extensive quantitative and qualitative techegy For the
guantitative aspect, the financial statements ef blusiness are studied thoroughly to be able tov dia
conclusion. Qualitative aspect of the subject matieludes variables such as the professional ceoérthe
members of the executive team, social responsiliditel of the business, transparency of the mamagg, the
organizational structure, research-and-developnwefiime of import/exports, market share, and prodecalls
and so on. After evaluating both the qualitativd #re quantitative factors, the risk level of thesiness entity is

identified in terms of a grade.

The risk level of the transaction is measured bglating the type of the transaction, credit agsteacredit
maturity, and the monetary means used. Aftercadidit to be issued will be categorized as “higiirior “low

risk”, therefore the cost of the credit will beexdted as well.



Apart from the first accord, one other applicatidasel Il will bring along is a new method nameternal
rating basedapproach method (IRB). Apart from the presentiagpons, the new accord offers a method for
each bank to establish their own internal riskngaystem when measuring the minimum capital reguént
ratios of businesses, which after a grace persohighly recommended for banks to use by the Basaimittee.
Since banks using the IRB will allocate weightsisk to their assets, the corresponding capitgbisag to have
to be at a relatively safe level. This will everllyibe much harder on businesses that are willinigarrow funds

than it was before, since now, banks have their iRBcriteria as far as rating businesses.

By the start of the Basel Il applications, the coftapital will be directly affected since thekrievel of the
entity and the risk level of the transaction w#l the two major cornerstones for evaluation. BHsgill impact
the entire spectrum of financial services, inclgdicorporate finance, retail banking, asset manageme
payments and settlements, commercial banking, ngadind sales, retail brokerage, and agency anddyust
services. One of the most significant aspects aeBH for Turkey is the fact that 99.5% of all Iness entities

in Turkey are SMEs.

1.3.1. The Three Pillars of the New Capital Accord
The New Basel Accord is a set of recommended besttipes that emphasize the three areas of capital

requirements, supervisory review, and informati@tidsure (Gerber, 2005).

1.3.2. Minimum Capital Requirements

The first pillar is theminimum capital requiremenishich sets out minimum capital requirements aniihde
what constitutes capital. It refines the 1988 Gdpiiccord measurement framework to include threoap for
calculating credit risk, from the simplest to theosh sophisticated, and introduces a capital chdoge
operational risk. Data must be sufficiently gramaad capture historical trends to ensure a detailew of risk
across the enterprise. Several disagreements maeeed in the literature as far as the structurepefrational
risk as to what constitutes operational risk, ainy wperational risk is included in the calculatwfregulatory
capital charges. For the first time, banks willrbguired to set aside capital for market, creatit] operational
risk (Bank of International Settlements (a), 2004).

1.3.3. Supervisory Review Process

The second pillar is theupervisory review processhich recognizes the correlation between reguwatapital
and the strength and effectiveness of internalroband risk management processes. This pillarireguank
management to explain their risk assessment andgearent activities and strategies to bank regddtmated
in individual countries. The bank management wiled to educate regulators on their bank’s risklleve
philosophy toward risk, and methodologies usedssess and manage risk. Regulators will also redjird-

party validation of a bank’s risk methodologies astions (Mazibg 2004).

1.3.4. Market Discipline
The third pillar is themarket discipline which requires bank management to increase thed t¢ transparency
and disclosure to the marketplace so that capitakets have sufficient information to assess &iffett the risk

a bank undertakes and impose capital market diseifibr accessing capital. Enhanced reporting asclasure
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will be required on items such as capital structtisk measurement and management practices, nisikep and
capital adequacy. For those institutions adoptheg most stringent parts of the accord, the potepsgoff is
improved competitiveness in the form of higher ktpcices and cheaper access to public debt (Kligtikdz
2004). Under the third pillar, banks are requir@the in possession of a disclosure policy apprdyethe board
of directors when explaining in detail the approdbky employ and the internal audit mechanism when

disclosing information (Bank of International Settients (b), 2004).

In many countries, implementation of Basel Il ahd telated Pillar 3 requirements will be a natenadlution
from a disclosure framework that meets these ot In other countries, supervisors may wish doug
initially on achieving consistency in the applicatiof a "baseline" level of disclosure across alits. This may
serve as a suitable starting point for promotingketadiscipline. Such baseline disclosures can foaiged
under the following six broad categories:

» financial performance;

» financial position (including different tiers of gital, solvency and liquidity);

» risk management strategies and practices;

» risk exposures (including credit risk, market ribguidity risk, operational, legal and other rigks

e accounting policies, and

e basic business, management and corporate goveritdao®ation. (Bank of International Settlements,

2004)

1.3.5. Market Risk
Market risk is defined as the risk that the valfi@aminvestment will decrease due to market flutitwes. These
factors which affect market risk are:

« Equity risk, which is defined as the risk that &tpcices are expected to change.

» Interest rate risk, which is defined as the risk ihterest rates are expected to change.

e Currency risk, which is defined as the risk thatfgn exchange rates are expected to change.

» Commodity risk, which is defined as the risk thatrenodity prices (e.g. grains, metals) are expetied

change.

»  Credit risk, which is defined as the risk that aras expected not to be paid back.

1.3.6. Credit Risk
Credit Risk is defined as the risk a bank is exddasedue to the fact that the debtor cannot meeteiquisites

partially or fully (Candan, Oziin, 2006).

1.3.7. Operational Risk

Operational risk according to the Basel Commiteeléfined as the risk of loss resulting from inadeq or
failed internal processes, people, and systenfspr external events including legal risk but extihg strategic
and reputation risk (BRSA, 2006). As far as openrat risk and the capital associated with operatioisk are
concerned, the general view is that BIS itself has clearly set out a structure to successfullyngjfa

operational risk, which constitutes as a critic@mthe subject matter (Giese, 2002).
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Operational risk is the potential for incurring des in relation to employees, contractual spetifina and
documentation, technology, infrastructure failuned adisasters, projects, external influences andomey
relationships (Deutsche Bank, 2004).

Operational risk includes, among somewhat morenargt events, unusual occurrences as well. Somsuahu

events that would constitute examples of operatinsiaare as follows:

Bank robberies - In 2006, Securitas Bank depot ganaas kidnapped to get ransom of 90,000,000 UBD.
2005, at the Central Bank of Brazil, a gang dug2-fbot tunnel from a nearby home and accesseuahk to
steal 70,000,000 USD. In 2004, a gang kidnappeddavik executives to get access to vaults from DaBsik
Group to steal 49,268,800 USD. Again in 2004, & waolent robbery took place which ended with the
shooting of a policeman at Norsk Kontantservicstéal 8,800,000 USD.

For examples of Organized crime gangs to use moldacking technology - In 2002, a “Logic bomb" was
planted in a brokerage computer system to ste@03000 Euros from UBS AG. In 2003, there was a tvez
the internal computer security system which resdultea transfer of funds in the amount of 1.900.@00s
from BNP Paribas. In 2005 there was an attemptedemdéransfer after hacking into the computer sysiéth
the purpose of stealing 308.000.000 Euros from &mu Mitsui.

For examples of terrorist actions - Loss relate®/id /2001 has been reported from Bank of New Yorthe
amount of 829.611.434 Euros, and 781.598.928 Huoos the Citi Group. In 1993, a truck bomb expldde
the Bishop gate section of London attributed tshifRepublican Army which resulted in 466.647.34408u

For examples of internal fraud - In 2004, concealinod loss position has taken place with a co2#.686.711
Euros at National Australia Bank. In 2002, conicegplof loss position has taken place with a cost of
730.752.961 Euros at Allied Irish Bank. In 20028564.805 Euros have been embezzled at Bank ofChn
1999, concealing of loss position has taken plaith & cost of 2.679.677.238 Euros at Sumitomo Colp.
1996, there has been misappropriation of fundshxénamount of 496.663.923 Euros at Morgan Grenfédl.
1995, concealing of loss position has taken plaitke a cost of 953.017.389 Euros at Barings Bank.1995,
concealing of loss position has taken place witost of 1.055.650.031 Euros at Daiwa Bank (Deut&duek,
2007).

1.4. Criticisms of Basel I|

Basel | was a widely searched topic in the ear0E9 Since it was a major attempt to standardieebtanking
system around the globe, much research have beenidenany different countries. Basel Il, on tlleeo hand,
has also attracted much attention although it iather recent subject. Since this research is anynways
associated with Basel IlI, criticism of Basel Il halso been studied. The literature review has sitipe
tendency towards applications that have been btobghthe second accord. Nevertheless, howeveryman

scholars and practitioners disagree with someethtaracteristics of the new accord.
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After the arrival Basel Il was announced with grizaitfare, particularly in the U.S., the initial adation shown
by the industry, regulators, and the scholars leasedised markedly, and has become progressivety ravee

muted through time, after the details of the oveathject matter were examined more closely (Kaufn2®03).

Additional criticism of Basel Il comes with the faihat the new accord has the potential to creatareven
arena for banks in the U.S. since the bank regdatdl require the banks to adopt different method‘The

main point here is that Basel Il creates an uneplkaying field for the large, but not the largesgriks in the
U.S.” (Gup, 2004)

In a study of the Austrian economy, Schwaiger (20fhducts a research on Basel Il and its effectSME s.
For the Spanish economy, Saurina and Trucharte6j2@fply their analysis to a more complex environine
Both researchers meet on a common ground. Sinde Shte smaller in sales volume (therefore theylavba
expected to have much less volume of liabilitiestiogir balance sheets) than those of much largesfithe
typical belief would be that, the loan portfolio SME s would be much less risky than those oflénger
companies. Indeed, almost all extant literatuneeg that there is no evidence that SME s loarfghiog are

less risky than the large corporate ones (Altmaia, 2005)

As for the Americas, the preferential treatment gifvernment liabilities in the calculation of capita
requirements according to Basel | has created tiveanfor banks to concentrate a significant p&their assets
in government instruments. This crowds-out credittte private sector. However , the implementatd
Basel Il in Latin America will not changehig distortion since national authorities are gitiee discretion

to continue favoring government paper in the wWakion of capital requirements (Suérez, L. 2005)

In a wider sense, beyond the general percemtioBasel Il as being a practical accord, ehisrlittle

support for the idea of using a “simple” risk watigmapping, as in the Basel Il framework, tpp@ximate
the actual credit risk exposure or economi@itadrequirement for a large variety of differerigd banks.
Related work by (Carling, Jacobson, Kenneth, Rodzb2002) has already shown that banks can haferefit

perceptions of the riskiness of a portfolio witemtical counterparts and that portfolio size isant@ant for credit
risk and economic capital requirements. Differpatception of riskiness means simply a subjectpgr@ach
towards the financing practices of SMEs; and ltéfieved that this differential approach towardsatdhould be

in a corroborative fashion is the strongest weakiné8asel Il that appears in the literature.

2. SMALL AND MEDIUM SIZED ENTERPRISES

Small and medium-sized enterprises (SMESs) are naddp considered as the backbone of the econormainy
countries all over the world. For OECD member ¢dags, SMEs constitute more than %97 of the totahber

of firms. In the US, SMEs provide approximately 34 the net jobs added to the economy and empimyna
%50 of the private workforce, representing %99.albémployers (Altman, Sabato, 2005).
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The size scales (revenue, assets, number of enggogéc.) in the definition of SME according to &uean
Union countries, developed or developing countrigight not be suitable for Turkey. For this reasan,
generally accepted SME definition should be dewvedbiinrough a highly participated consensus (De20i©;7).

2.1. SME Definition According to Different Bodies

2.1.1. SME Definition According to Under-secretaiat of the Prime Ministry for Foreign Trade of Turkey
According to the Under-secretariat of the Prime istity for Foreign Trade of Turkey, any businesstgiin the
manufacturing sector, with a 1-200 employee voluk&zping an accounting record according to the dsub
entry accounting system, and not exceeding the Tilavislation of $2 million of fixed capital employed

excluding the property, plant & equipment in coesatl as a small to medium-sized enterprise.

2.1.2. SME Definition According to Under-secretaiat of the Prime Ministry for Treasury of Turkey
According to the Under-secretariat of the Prime istiy for Treasury of Turkey, SMEs are businesstiest
who operate in the line of production and whosediassets such as machine, car, equipment etadexglland
and building do not exceed 400,000 TLY (Hancerbk@onl, 2005).

2.1.3. SME Definition According to International Standards of Accounting and Reporting
According to the International Standards of Accoumtand Reporting (ISAR), SMEs are divided intoetar

groups:

The first group of SMEs that are publicly held, gecond group is the type of SMEs which has a reahée
volume of business operations, but are not publiedid, therefore are omitted from mandatory finahci
reporting to the outside; and the last level of SMiEe the ones that are usually managed by theiers) and

employ a very small number of people.

In addition to the above said, ISAR classifiesrdqgorting differences as follows:

The first group of SMEs are to fully apply IFRSetbkecond group is the type of SMEs that are tagtlgrapply
IFRS: full application of principles on valuationdafinancial statements; and partial applicatioprificiples on
disclosing of financial information to the publind the last group of SMEs are to apply matterh sscaccrual

basis accounting, historical cost principle, peidig concept and no offsetting between accountkéd, 2007).

2.1.4. SME Definition According to International Accounting Standards Board: Specific Accounting
Standards for SMEs?

IASB has a different stand on the subject mattecesthe board’s view will involve accounting startttaon the
issue, specifically a set of accounting standarts/edd from IFRS specifically on SMEs. After abdée over
the appropriate threshold criteria, it has beermaned by the IASB that the proposed standard ldhbe
intended for entities which do not have public aotability. There are two conditions that a busmentity

should meet in order to be considered as an ethi#ty has public accountability (therefore should tiee full
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IFRS). The first criteria is that the business tyritias issued debt or equity securities in publarket; or the
second criteria is that the entity holds asseta fiduciary capacity for a broad group of outsid@Epstein,
Jermakowicz, 2007).

An entity has public accountability (and therefereuld use full IFRSS) if:
* It has issued debt or equity securities in a pubierket; or
« It holds assets in a fiduciary capacity for a bragrup of outsiders. Examples of
such an entity include a bank, an insurance compangecurities broker/dealer, a pension fund, a
mutual fund and an investment bafkkposure Draft of a Proposed IFRS for Small aretiMm-Sized
Enterprises, 2007).

SMEs are defined very differently by authoritieglie finance arena. Most of these national dedingidiffer in
qguantities of assets, debts and employees. BethasASB defines SMEs as business entities whichako
have public accountability, small and medium-sieaterprises neither issue debt or security equitigaublic
nor hold assets in a fiduciary capacity for a brgealip of outsiders, such as a bank. IASB sugdbatgull use
of IFRSs is not necessary for SMEs. Therefore 1A@B published draft IFRS for SMEs.

2.1.5. Non-Publicly Accountable Entity

IASB tried to replace the terramall and medium-sized enterpriseéth non-publicly accountable entity
(NPAE). However, the term NPAE was not consider@dé recognized, because the teé8ME was known
universally. Also SMEs usually prepare financiatstents only for owners/managers and for tax mapdut
this does not imply that SMEs are not accountabileally, IASB accepted the tersmall and medium-sized
enterprises(sometimes calledmall and medium-sized enjitgnd the ternsmall and medium-sized entityas
been added to the objectives of IASC:

« To develop, in the public interest, a single sehigh quality, understandable and enforceable globa
accounting standards that require high quality,nsparent and comparable information in financial
statements and other financial reporting to helptiogpants in the world's capital markets and other
users make economic decisions; to promote the neigorous application of those standards; to take
account of the special needs of small and medized®ntities and emerging economies.

e to promote the use and rigorous application of thewandards

« in fulfilling the objectives associated with thesfiand the second, to take account of, as appabdgri
the special needs of small and medium-sized entitiel emerging economies; and to bring about
convergence of national accounting standards anderiational Accounting Standards and
International Financial Reporting Standards to highality solutions (Exposure Draft of a Proposed
IFRS for Small and Medium-Sized Enterprises, 2007)

2.1.6. SME Definition According to Small Business ¢t

According to the Small Business Act (SBA) which mssed in 1953 in the United States, a busindsty en

employs less than 250 people with annual saleswwevéigures between 9.5 million USD to 22 milliorsD is

15



considered as a small business. The average afuemployees in these small businesses is below 100

employees (Kaya, 2005).

2.1.7. SME Definition According to KOSGEB

According to SME Improvement and Support Office B@EB):
» small enterprisés of 1-9 employment
* mediumenterpriseis of 10-49 employment

+ large enterprisas of 50+employment (Ozer, G., Saya. 2001)

2.1.8. SME Definition According to European Union

Micro, small and medium-sized enterprises are #gcad economically important, since they represth %

of all enterprises in the EU and provide around réilion jobs and contribute to entrepreneurship and
innovation. However, they face particular diffiége#t which the EU and national legislation try talness by
granting various advantages to SMEs. A legally seamd user-friendly definition is necessary inesrgb avoid

distortions in the Single Market (European Uniod032).

Table 1.1 SME Definition According to Organizationsin Turkey

SME Definition According to Organizations in Turkey

Institution SME Type [Number of Employees | SalesAsset Size
KOSGEB Small 1-50 N /A
Medium 51-150 N/A
Treasury Micro 1-49 N / A< 600.000 TLY
Small 10-49 N / A< 600.000 TLY
Medium 50-250 N / A< 600.000 TLY
Foreign Trade 1-200 N / & 2.000.000 USD
Halk Bank 1-250 N / A< 600.000 TLY
Eximbank 1-200 N/ A
TUIK ve DPT |Very Small| 1-9 N/A
Small 10-49 N/A
Medium 50-99 N/A
TOBB Micro <9 N/ Al< 1.000.000 TLY
Small <50 N / A< 5.000.000 TLY
Medium <250 N / A< 25.000.000 TLY
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Table 1.2 SME Definition according to European Unia

SME Definition according to Europeartunion

Balance  Shee
SME Type Number of Employees | Sales Total
micro <10 < € 2 million OR <€ 2 million
small <50 < € 10 million <€ 10 million
medium-sized| |< 250 < € 50 million < € 43 million

3. BASEL Il AND SMEs
Though there are definitions for small and mediiped enterprises in Turkey according to different
organizations, there is not a single stated dédimitvhich all authorities agree upon. ApplianceBafsel 11 will

provide a generalized definition for SMEs.

Basel Il brings certain limits to the definitionklmsinesses that banks will use as a basis whaentigg credits.
SMEs are defined basically on the basis of salesnues. According to the Basel Il definition of S&/Ehe
businesses that have 250 employees at most, rexvbei@v 50 million Euro and end-year balance shakince

below 43 million Euros are considered as smallmedium-sized enterprises (Yiksel, 2005).

The Basel Committee has taken risk management la@dinbplementation of an efficiently working risk
management system in banks as their primary obigciThe real benefit will emerge when a potential
qualitative or quantitative problem occurs. Suchidgsimplemented and efficiently working risk magement
system will diagnose the problem at once. As marsgirtess entities will have to; especially bankd halve to
reexamine their capital structures with the implatagon of Basel Il. If the banks fail to employetthighly
advanced methods for risk measurement, banks’ derfearcapital will rise, which eventually will beflected

upon the cost of credit for SMEs who are willingoimrrow.

Small and medium-sized enterprises are also dedsdccording to their credit risks. This classifion
separates the SMEs into two categories, retailcamdorate SMEs. Retail SMEs have credits not mioaa tL
million Euros in a bank and institutional SMEs hawere than 1 million Euros in a bank. When a bussrentity
fits to the definition of SMEs but has a creditkrisbove 1 million Euros, it is assumed to be a caton.
Therefore, the risk and cost of credit is calculanth a different method (Aras, 2007). In additi@orporate
SMEs are the entities that exceed annual sale® ohilion Euros and retail SMEs are the entitiesclhare

more in the nature of individual clients (Aksel 0.

There are many changes awaiting the SMEs in Tubokedgre the implementation of Basel Il. SMEs, beeaof
their positive effects on economic development axgosing the innovative and creative nature ofsiheety,
must definitely be preserved and solutions musfdumd to their problems in the name of developihg t
Turkish economy. In this sense, Basel Il and glot@hpetition rules must be clearly established s t

weaknesses in the current situation should be owezqMurat, 2006).
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The following factors will significantly affect thEMEs with regard to Basel Il:
» Definition of SME has changed
e Credit Pricing will depend on risk
» Rating will be required to identify risk
» Assets for collateral have been re-identified
* Importance of corporate management principles margased
 Reporting and recording financial information alomgth transparency has become much more
important (Aras, 2005).

The approach should be proactive in terms of pegjmars for the requirements of Basel Il. Any latierpt will
create even more serious problems since the SMAstittde a very significant percentage of the Tshki
economy. This percentage is %96 in England, wittigh percentage of %99.9 in France, %99.8 in Gayna
%98.6 in India, %97 in Italy, %99.4 in Japan, %89in.South Korea, and %97.2 in the United StateSmérica
(Deloitte, 2007).

3.1. SMEs in Turkish Economy
In Turkey, SMEs constitut®8 % of all enterprise§6.7 % of actual employmerit6.5% of investments88 %
of value addedl10 % of exports.99.32 % of the total number of enterprises is i@ thanufacturing sector,

which are approximately 250,000 enterprises in.tota

Main Sectors of Turkish SMEs ar@6.1 % Metallic Goods; 25.6 % Textiles, Clothihg@ather Products; 24.3
% Wood Products and Furniture; 12.7 % Food and Bejes; 3.9 % Paper Products; 7.4 % Others.

Regional Distribution of SMEs i88 % in Marmara Region, 17 % in Aegean Region, 1& ¥id-Anatolia, 11
% in Mediterranean Region, 9 % in Black Sea Redsoh in South East Anatolia, and 3 % in East Anatol

3.2. Institutions Offering Services to SMEs

SME Improvement and Support Office (KOSGEB), TunkStandards Institute (TSE), National Productivity
Center (MPM), The Scientific and Technical Resea@duncil of Turkey (TUBTAK), Turkish Union of
Chambers and Commodity Exchanges (TOBB), Statatutestof Statistics (DIE), Export Promotion Center
(IGEME), Technology Development Foundation of Tyk€lTGV), Turkish Tradesmen and Craftsmen
Confederation (TESK), Halk Bank, Credit Guaranteed-Company (KGF), Foreign Economic Relations Board
(DEIK), Turkish Foundation for Small and Medium Busis€EOSYOV), Foundation for Support of Vocational
Training and Small Enterprises (MEKSA) are theitnbns that are offering services to SMEs in Tayk

3.3. SME Problems and Recommendations to SMEs

According to the studies of World Bank and KOSGHpraximately % 40 of SMEs have financing problems

(Aras, 2007). Bank loans make up the largest @omif source of finance for SMEs to carry on thgierations
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(Bayraktar, Kése, 2001). As banks offer four mgipes of service — payment services, debt financiogity
financing, and special financing — % 88.3 of SMES urkey apply for credits, and the remaining %71deek
other alternatives (Casu, Girardone, Molyneux, 2006 52 of all credit needs is resolved by comiatzanks,
and %19 by Halk Bank (Sezer, 2005).

With Basel Il regulations, SMEs will have to presgnransparent and reliable financial statementerifer to
borrow funds from financial institutions, espegiaitom banks. SMEs which fail to improve themselugshis

area will significantly jeopardize their sustainabi(Uyar, 2007).

In order to be able to borrow funds from finandredtitutions, especially from banks, SMEs must pnésound
financial statements. Financial statement lendmglves underwriting loans based on the strendttihe
borrower’s financial statements. There are two irequents for this process. First, the borrower mheste
informative financial statements (e.g., auditedesteents prepared by reputable accounting firmsrdaog to
widely accepted accounting standards such as GABEgond, the borrower must have a strong financial

condition as reflected in the financial ratios ctdted from these statements (Berger, Udell, 2004).

Among other problems SMEs face, financing seentetexclusively important. The studies of OECDesthtt
financing problems cause SMEs not to be able tdimo® production and expand (Aras, 2007). Becalse o
financial problems, SMEs lack new technology, dnd teflects directly on the quality of their prads (Oktay,
Guney, 2002)

Standards for SMEs should have the objective gfilngISME financial reporting to improve as goodeexal
financial reporting is extremely valuable to SMEsorder to identify new contributors to the enfftyhatever

the form of economic contribution) and reduce tbst of financing.(Pacter, P. 2005)

Banks are to evaluate SMEs in two major areas uBdeel Il. These areas require immediate attertiothe
SMEs in order to reduce or avoid potential disatlwges of Basel Il. The first area is the financial
characteristics, and the second area is the qusditeharacteristics. Audited financial statemeants financial
ratios (size, profitability, debt coverage, turnovatios etc.) come under the financial charadiess As for the
qualitative characteristics, accordance with caafwrgovernance, managerial experience and comgetenc
periodic development of the business entity, céowliin the line of business, and level of competitiess can
be listed (Doyrangdl, Salgtu, 2006).

Gengtirk (2006) to some extent, seconds the abeveiomed factors. As Basel Il will directly affexrtedit risk
decision concerning SMEs, these entities have piporunity to reverse the potential disadvantageBasel Il

into advantages. Among other factors, transpapeesentation of financial statements and conforrhity
corporate principles will be crucial for SMEs too@V potential disadvantages of Basel Il (Genct@@06).
Management and audit process in a transparent manoaly possible by successful development opooate
governance (Uzay, 2003). The four core principlefs corporate governance (transparency, fairness,

accountability, and responsibility) shed light oowhimportant accordance with corporate governasceoi
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SMEs to successfully apply requirements broughBlgel 1. Unfortunately, the overall picture as raiw
illustrates that the level of corporate governaixcdéow for SMEs in Turkey. This situation will ldato a
financial pressure on the SMEs. Especially with iin@lementation of Basel Il in Turkey, the cred&age
facilities for companies will be limited and aldwetrating system will lead to an increase in thet ob capital
(Aksoy, Bozmy, 2007). Among other factors, stronger equitynsparent and reliable reporting, and last but

certainly not the least, corporate governance atagritical success factors (Aras, 2007).

Korkmaz (2006) emphasizes the importance of cotpagavernance for SMEs to overcome the difficules
by Basel Il as well. In order to avoid major pminls concerning sustainability of SMEs during thed3dl
transition era, SMEs should eliminate off the recdunregistered) operations. In addition, theydnéa
strengthen their capital structure along with faegson their main operations. Since qualitativéadaill also
play crucial role in the rating process, SMEs stloubrk on this aspect as well especially on therimiation
systems. Qualified human resources is also a mudirfance and accounting staff. Last but certambt the
least corporate governance culture should be spieaall levels of the organization starting fronme tkop

management all the way down to the bottom levetsKkhaz, 2006).

Yilmaz (2007) discusses the importance of relidinlencial statements. As financial statements khoeflect
actuality, these statements must be prepared iansgarent manner according to international stalsgand
SMEs should make the necessary investment in nelntdogy and infrastructure for high quality finéaic
statements. In addition to the financial necessitiuch as reliable financial statement preparatiomplement
proper risk management practices for a strong yqgitalitative necessities such as corporate gevesn is a

must as well (Yilmaz, 2007).

Banks will have to evaluate SMEs not solely on ficial performance, but on corporate governance
performance as well (Tekstilbank, 2006). Accordinga study conducted by The Bank of England on why

companies fail based on 22 bankrupt institutionstap reasons in order of frequency are as follows

Mismanagement
Poor assets
Faulty structure
Liquidity

Dealing losses

o gk~ w N PR

Secrecy and fraud

Mismanagement reasons for bankruptcy were % 68all chses and financial reasons were % 31.6 afaaks
(Chorafas, 2004)

Moreover, % 95 of all Turkish business entities famaily firms (Yilmaz, 2004). There is evidenceattiamily

firms are ineffective in corporate governance. MBarusinesses fail to extend their existence te tiext

generations due to health problems or death oflfamembers. But beyond all, the major reason Fos t
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ineffectiveness is operating without planning ating myopic; and most importantly failing to allde the
necessary importance to corporate governance (felduche Tohmatsu, 2007).

SMEs are to take preventive actions at once inraaerepare themselves for the pending developsnambut
the implementations of not only Basel Il but IFRSTiurkey as well. Unfortunately the adoption preacesems
to be complex, because of the corporate structuBMEs and the limited education opportunities adBRS.

Not recognizing the Turkish uniform system of aaatsuand tax legislation while setting standardd algo

serve as an obstacle to the convergence proceaddltion to the difficulties and obstacles of twvergence
process, SMEs in Turkey will be subject to adofR¥like the listed companies at Istanbul Stock Brge

(Arsoy, Sipahi, 2006).
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1. INTRODUCTION

Poverty is often associated with hunger, undersbunent, illiteracy, physical and mental diseasek laf

education, and social marginalization (Narayan,milters et al. in Nelson & Prilleltensky, 2005). Blar(2002)
also states poverty as the total absence of opptets, accompanied by high levels of hunger, latk
education, emotional and social instability, unhapgs, sorrow and low level of hopelessness forfutre.

Poverty exists in all regions of the world, buisithe purpose of this paper to address povertgdonesia, the
4" biggest country in the world that has long histofypoverty.

Data from Indonesian Bureau of Statistics (Biro @&uStatistik — BPS) July 2008 showed that Indomesia
number of population below the poverty line by Mai2008 was 34.96 million, or 15.42% from about 220
million people (Indonesian Bureau of StatisticsD&0 The data showed that there was a slight deeneamber
and percentage from 2007 data. In March 2007 thmebeu of population below the poverty line was 37.17
million (16.58% from the population). As in urbareas in Indonesia, BPS March 2008 data showeduhder
of population below the poverty line was 12.77 ioillor 11.65% of Indonesian population. These nusiaaed

percentages are still considered high, which meamerty in Indonesia is a major problem to be ovare.

There are two kinds of poor individuals accordiry Gharles Murray (1984): the deserving poor — the
involuntarily unemployed and the helpless, and ‘thedeserving poor” — individuals who take advantade
society’s generosity. The challenge is to take odirdtne deserving poor without encouraging peoplegcome
undeserving (Murray, 1984). Another theorist whogmsed “the concentration effects”, William Julllson
(2002) contends that individuals living in highlgrcentrated poverty areas were much less likebettied into

job information and other self-sufficiency netwarks

Hence low income families are often assumed tableeld into a culture of poverty (Lee, 1988), angauwt self-
esteem, motivation, self-efficacy, and lack of lamgge planning. In general, individuals in povergve been

linked to threatening situations and uncontrolldiiéeevents, creating learned helplessness.

Michael Harrington also believed that poverty hagsgchological impact; making people feel “hopelassl
passive, yet prone to bursts of violence” the parer lonely and isolated, often rigid and hostile. e poor is
not simply to be deprived of the material thinggtgé world. It is to enter a fatal, futile univetsan America

within America, with a twisted spirit”. (Harringtan Harrison, 2004).

Creating an intervention program to a poor commututhelp them get out of their poverty is very ongant

nowadays, because they couldn’t get out of the ppweithout help from others. Harrington believéddt they
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are caught up in a vicious circle, that they limenihat he called a “culture of poverty”, the terinstfcoined by
Oscar Lewis (Harrington in Harrison, 2004). Thaéppens because the poor were born to the wrongtsaie
the wrong section of the country, in the wrong istty, or in the wrong ethnic group. Once “mistake’s been
made, most of the poor people could have been pasagf will and morality, but most of them wouldvee

have a chance to get out of poverty (HarringtoHanrison, 2004).

2. LITERATURE REVIEW

2.1.Poverty and Learned Helplessness
Anup Singh (1991) argues that poverty is a multefad phenomenon. People experience poverty laadfelgts
their life goals, social and personal relationstapd cognitive and affective processes. He sayispbeerty

induces feelings of helplessness and hopelessBagsgh( 1991).

Poor people mostly lack adequate information onttang that could help them overcome their difficast
(Fitchen, 1991). They do not recognize that theyetaproblem, or if they recognize it they beli¢hat it is part
of their life and cannot be resolved. AccordingHarrison (2004) this is an example of learned leslphess.
Fitchen also observed that sometimes poor peopletkeir self-confidence to take action to changedn her

life.

Harrison says that much discouragement and lackativation is caused by pessimism. Martin Seligmaino
studied the negative impacts of pessimism, belidhat the characteristic of pessimists is that &aehts will
undermine everything they do and last for a longetiOn the contrary, the optimists facing bad evevill take
the events as temporary setback, will not last lamgj confined only to one situation. According &i@nan, the
difference between optimists and pessimists isgkasimists give up more easily and get depressed aften,
whereas optimists are more successful in schoohanll, and are less likely to “succumb” to longntepatters

of poverty (Seligman, 1990).

Seligman introduced the term learned helplessnedseaplanatory style, and defined learned helpkssmas
“the giving up reaction, the quitting response tfwliows in the belief that whatever you do doesmatter”.
Explanatory style was defined as, “the manner iicltvlyou habitually explain to yourself why eventgppen”.
(Seligman, 1990: p.15). Explanatory style is theagmodulator of learned helplessness, and he citipa¢ an
optimistic explanatory style stops helplessnessilewa pessimistic explanatory style spreads hedpless
(Seligman, 1990).

2.2.Readiness to Change

Readiness to change is needed in any effort inotudintrepreneurial efforts aimed toward under-acite
society. According to Robbins (2003), change relabemaking things differently. According to Back&e95),

individual readiness to change involves the beligfstudes and intentions of individuals in acarde with the
required changes. Individuals can support or refasghange depending on environmental changesyleeof

changes that were introduced, the characteristipsa@ple who need to change and the change agéms=fore,

interventions to increase readiness to changessengal. The low readiness leads to low motivatdnhange
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and even actively resist the change. Armenakisrigja® Mossholder (1993) say there are severalgshithat
affect readiness to change: (1) the need for cha(®ethe ability to change (self-efficacy); (3) carthe

opportunity to participate in the process of change

The thought of women as agent of change is notateall. Mary Wollstonecraft (18century) in "Vindication
of the Rights of Women" mentioned the role of worasra subject in making changes, including chaigts
poverty eradication process. Amartya Sen (1999) atites specifically about the role and positidmomen as

subjects of development.

2.3.Entrepreneurship Programs to Alleviate Poverty
The success of a person as an entrepreneur isrsegpy three things (Sukardi, 1991):

(1) The development of entrepreneurial attitudes,
(2) Having skill in business management,

(3) Having adequate technical assistance in thg s@ges of business.

Entrepreneurial attitude is rooted in one of theeats of McClelland's three needs theory: achiemme
motivation (need for achievement). The characiessif people who have high achievement motivatiomong
others are: moderately risk takers, having persoesbonsibility, feedback-oriented, opportunityemted and
having desire to be better everyday (Dees, Eme&isboonomy, 2001).

Achievement Motivation Training (AMT) is a progradesigned to increase achievement motivation of a
person/group of people. AMT is widely known as awv@n training program to form the attitude of

entrepreneurship, especially in the developmestw@dll-medium enterprises in developing countries.

Denise Winfield Harrison argues that programs tdiate poverty will continue to be ineffective ilsbcial
welfare theories begin to assume a holistic appr@a attack the problem of poverty from multi-ifiioed
approach, i.e., working to empower the individuadl ado show him or her that there is an escape ftain life
of poverty (Harrison, 2004). A holistic approach develop Small-Medium Enterprises (SMEs) will pay

attention to the three things mentioned above.

3. METHODS

The community has been intervened twice by ourlfaaince year 2007. The first intervention is coatkd
toward every part of the family: fathers, mothetsi/dren and the environment at large to improwarthuality

of lives. The intervention was in the field of deygng saving behavior, building hygiene clean wagsources,
and composting. The saving behavior was conductedrds mothers and children, to get them used lamba
their income and expenses, especially snacking resgse Building hygiene clean water resources dgne b
creating three wells to find clean water to be utggbther for household needs. They still use te#swintil
now. Composting was the third type of interventibrat failed during the implementation due to ladk o

available time reason by the community.
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By 2008, we approached the community again to dgveln entrepreneurship program. This time we
approached only women, with an assumption that wooam take role as change agent within the communit
We used action research method to identify entreangéal ventures to be taken and took action basethe

evaluation. Figure 1 illustrates the action redeascle that we conducted within the community.

Figure 3.1 the Research Cycle

Evaluating prior ~+|  Joint action planning
programs
Readiness for change Action

assesment in housewive

s

Feedback Data gathering

Based on the joint action planning, we identify twentures: paper recycling and earth-worm cultosati
Together with the community, we chose those low visntures based on the strength of the communitytiae

opportunities available. Because many of them vawlscavengers, they can easily get used paperstliegm
work areas. Earth-worm cultivation is another brigbnture with less energy and capital involvedt Buthe

middle of the action phase, we dropped the earthmaeultivation due to some reasons, such as noagino
space to cultivate since fathers (scavengers) doitdever for their second-hand material repos#®r@and many
of the women had second thought about the actilitthe middle of the intervention, we focus ordythe paper

recycling venture.

The intervention is divided into five programs: idization, field trips, achievement motivation itrmg,

technical trainings on paper recycling and earthmwvoultivation, and assistance program. There wesee than
25 women interested in the program at the first aadond programs (socialization and field tripsyl dme
amount decreased in the next programs. It increagath at the technical trainings, but slowly deseal after
the trainings. We divided them into four groupssisted of 4 to 5 women from front-end and rear-grodips at

the technical training programs. Data gatheringdooted using observation and interview methods.

4. RESULTS

4.1. Al Bahar Community and Poverty
Al Bahar Community in Depok, Indonesia is a comntytihat consists of almost a hundred householdsirTh

main livelihoods are collecting discarded thingsd esmall trading among the community. Many of the
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housewives work as part-time housemaids in theosndings. About half of the community comes fromngna
rural areas in West Java, and half other comes ffast and Mid-Java. Mostly they have farms in theial

areas, but poverty dragged them into coming taityeto seek a better livelihood.

Housing condition in Al Bahar Community is very ppwith houses stuck together in a slum area. Algtilae
area itself is not really a slum area, but the usatkrials collected carelessly made the area bessiom. The
landlord has to do something to make a better eesigl for the tenants, especially because the rétesks are
considered expensive compare to its condition. Eew the fore-front area are 20 meter square leaitthby
the landlord, and houses at the rear-end area astlym® meter square each built by the bosses ef th

scavengers, who also rent the land from the laddlor

Their income in the city ranges between USD 30 BUS0 per month. Every scavenger has a “boss”, eame
who collects the discarded things they pick up yd&y. They are paid monthly for every kilo secorahdh
things that they offer to the boss. Household fiesnare managed poorly by the housewives. Thegelig
expenses are for food, and their number two exgeaisefor eating snacks. They spend about USDolUSSD
2 per day only for snacking. They also spend USie6month for clean water, and about USD 15 to (25D
per month to rent their small houses; not includieditheir children’s school fee, money to be seriheir family

in rural areas and medical fee. In short, theiomes are not equal to their spending.

As a matter of fact, they can survive in the ciggduse they have bosses to lend them money. Theepawvith
some interest would be deducted from their monihépme by the boss. This circle of debt createsoomng
poverty within the community. Those families comenfi the rural areas to seek a better life to liny ¢o find
themselves stay poor. Because of their poverty; jingt accept their condition and do nothing to ioye their
lives. For example, they don't know that if theyest a little money and work together with neighbtar dig
more deeply into the earth to find clean waterytweuld save much more money. Instead of dointhéy just
buy some clean water which is more expensive. @lgn they were helped by outsiders to dig wellsheby

understand that they can save money from the wells.

The community is naturally divided into two grougpsrefront group and rear-end group. The forefrorup
largely comprises of small traders and housemaidd,the rear-end group comprises of scavengeranSpt
toward life is better in the forefront than in thear-end groups. That is the reason why the emnepirship
program we conducted is better applied by the forgéfgroups than the rear-end groups. It is vemnjials that
the learned helplessness phenomenon happens ntensdly within the rear-end groups. Demographically
most of the populations are illiterate to elementghool graduates. Only 5 people in the commuanigysenior

high school graduates, while 14 others are junigh graduates.

The program that we have done toward the commiusigpnsidered holistic. At the first encounter, prvevide
them life skills such as simple family balance fieothers and controlling money used for snackingnfothers
and children. We also provided them hygiene batimo@nd wells to help them get clean water instdad o

buying it.
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At the second encounter we approached mothers witly the assumption that they can act as changetagn
the family and in the community. We help them ralse awareness of keeping money to be investedame
skills to engage in the ventures by giving thosemen trainings on achievement motivation and teainic
trainings. The achievement motivation training waduded in the program to help us identify theesgth of

their achievement motivations.

The need for someone to lead is very common inrad@a. The success of programs depends on leaders.
Leaders are not necessarily formal, but they uguake the first step to be followed by others.ogfams to
alleviate poverty will not do any good if there are internal leaders involved in the program. BExaéparties

who come to implement their plans and programshéo goor have to convince the poor that they haee th
resources, knowledge, expertise and power to chiduejelives.

Figure 4.1.1. Entrance to the Al Bahar Community

This community is different from other illegal &mtients in urban area. Unlike the illegal settletmehe Al
Bahar community settles in a private land. Therefas long as the landlord takes the advantage finisn

tenants, the community is not going to be remonad the area.

The problem with the area is the inhabitable set#at to be rented. The populations live in a diiftyod-prone
environment. The houses are only 12 square mesets, dived by one family consists of parents anittn.
There are hardly enough space between the housesp&re to its condition, the price of the housesgoms)
are quite expensive. The only advantage the terg@itrom the area is that it is located at the ted Depok
city.
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Figure 4.1.2. Settlement condition at the rear-endroup

Our assumption of women as agents of change wagpiia this study. They are tougher and more oreati
the program compare to men. The decision to includg women in the program initially received a twft
guestions from men, so we allowed them to partteiga training and production process. Over tinfeyt

withdrew from the activity with many reasons.

The mothers were enthusiastically welcoming usriuthe program. We used many programs to attradt th
attentions, such as socialization, field trip te fuccess people in the paper recycling and eathywultivation
ventures, and achievement motivation program. Wested some of our money on the materials to db bot
ventures, and taught them how to do it with thgoHedm experts. In the socialization and field tppgrams,
there were about 30 women who were interested aul ttme to be involved the programs, but in the
achievement motivation training program there wené/ ten women involved in the program. Of all ties
women who actually engaged in hard work everydayy two of them showed high need for achievement. |
the technical training program, there were more tB@& women involved in the program, but we chodg aa

women who expressed their commitments to the progra

After sometime, more and more women withdrew fréwm activity with many reasons. Many of them didsee
the project as a resource for immediate incomekertheir job as scavengers. The problem with thpep
recycling project is that one cannot immediatelysteathe skill and create a beautiful paper regyitleeeds
patience and hard work. Although there was a gteeathat their products will be bought by a buybey
didn’'t seem to care enough. Only five of them segvat this moment. It is not a coincidence that wormvho
continue to involve the program are those who hhigher education and those who live in the same
neighborhood with them. There are some indicatihias education plays an important role in entrepoeial
effort.

A need for leader is also obvious in the projecanylof the women refer to a woman who seems toddkad

in almost situations when interviewed. This sitoatactually puts burden to the woman, especialbabse she

30



hasn’t taken any leader role in the community beféter persistence and optimism in the project seem

influence her neighbors to do the same.

5. CONCLUSION

What we have done in Al Bahar is considered a tiolepproach to empower the community. Although we
couldn’t reach the whole family in the communitylde involved in the entrepreneurial venture, soringhem
have always kept high hope in the business. They bave dreams to be successful entrepreneurs fiett of
paper recycling, and to keep the dream high thagtime almost every day as long as there is ensugtio dry
the papers. One of the women even dares to atteeptvitation to train in a school nearby the cowmmity, and

started to sell the products to external partiesdes the buyer we are cooperated with.

To some extent, most of the population in the comitguhas the attitudes that lead to learned helpless
phenomenon, for example they couldn’t figure oantiselves what to do in order to have cheap cleaervar
their everyday needs (the phenomenon at our firsbenter in 2007). Only when external people come a
taught them what to do, they realized that they twalve to spend little energy to find clean watsources. At

the very early stage of development, the commudefyends very much on external people to help tHenge.

When we comeback after the first encounter in 280We of the trained mothers in the simple famidiabce
program have already unlearned the program and toattleir old habit of spending money, but somehein
kept the good learning because they are deterniingive more to the family. The interesting phenaorewas
that, those who were already left the program weostly resided at the rear-end groups. When weuetieced

the community in 2008, we were aware of this probknd put mothers from rear-end and front-end ggoup
together at the same group so that every group hélle some rear-end and some front-end mothers.
Unfortunately, the method didn’t work well. At tleed of the program, there were only front-end mmtheho

survive and still do the project.

When we interviewed the rear-end mothers why teéythe program, they said that they didn't haweetito do
the project because they have already been busytheir job as the scavengers. They realized tiet tion't
get enough from being scavengers, but they aldevsethat nothing they do will change their livEsen if they
master the skill on paper recycling, that's notngpio change their lives. This attitude is veryatiént from the
optimist front-end mothers, who have high hopehia lbusiness. They are not satisfied with only omgebto
their products, so they search other buyers antbtbg creative in the product creation. They edam to dream
about their children going to college from theifoef in the business. The problem is, they alwagst for one
person to take the lead to start the work. If gaer is not in the mood for doing the business; tton't do the
work either. They depend on the person, altholghis not very happy to be their leader. It is hgrece that

the informal leader is a senior high graduate.

Up until now, even the informal leader as the noggtmistic woman in the community asks us not evkethe
community before they could stand on their feem8iimes we supply them used papers from our offices
many times we come to the community just to hasenall talk with the women or listen to their nelam We

usually gather together at a small mosque locatebeacenter of the community. It is obvious tHayt don’t
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need external leaders to lead them to work bectngsealready have one internally, but we beliewa tieing
close to the people who care for them will do adbtgood to keep them spirited in the business. akée

optimistic that they will continue to work and sadethe skill to the community.
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[ll. GUERILLA MARKETING IN SMEs: A CASE STUDY ON TH E ASTONISHING
SUCCESS OF OIL COMPANY
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1. INTRODUCTION

Small and medium sized enterprises (SMESs) are thie drivers of economic growth and consequentlyetie
an increasing need for entrepreneurship. Due tgtbeing interest in SMESs, entrepreneurial marlgisalso
becoming more important and needs to be evaluatetkiail. Creative ways of thinking and innovatiess
which are key concepts of entrepreneurial behastould take the place of traditional management and
marketing strategies in order to ensure sustainaibtevth and competitiveness in the highly turbulent

environments.

Guerrilla marketing, as one of the main strategfesntrepreneurial marketing, can be defined asnventional
marketing campaigns and/or strategies which shioal@ a significant promotional effect and is atiacof the
budget that traditional marketing campaigns woulénsl for the same goal (Baltes and Leibing,2008he
unconventional strategies of guerrilla marketingthve creative and careful implementation, canheekey to
success especially for SMEs by getting the awaremesl attention of consumers and differentiating th

marketing messages from thousands of others imtrket.

Marketers spend lavishly to create marketing messsagth the aim to persuade customers that theuluymt is

the best. Sometimes, they are trying too hard, #hed more they push, the less credible they become.
Consumers do not just surrender to every marketiegsage sent to them, knowing the commercial pagpos
behind. Instead, most of us like to have a frigratlvice. Because we get the opinion from thepfmewe
know, word-of-mouth communication tends to be mogkable and trustworthy than the messages we get

through more formal marketing channels like adgar (Arndt, 1967).

Therefore, the challenge to the marketers who aareaof this vital effect of word-of-mouth is totghe word
out there without looking like they have a rolatinn fact, the concept of Guerilla Marketing dtgall kind of
promotional strategies that use unconventional austhand intensive word-of-mouth campaigns to push
products. These campaigns often recruit real aoessi who agree to engage in some kind of streatgher

other activity in order to convince others to cansutheir products (Solomon, 2006).

In consideration of the high importance of entreprgial activities in marketing, this study aimsdentify how

guerrilla marketing strategies can be used andibom¢ to the success of SMEs.
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2. BACKGROUND

Morris et al. (2002, pg.5 defined entrepreneuriarketing as “the proactive identification and exaition of
opportunities for acquiring and retaining profimbcustomers through innovative approaches to risk
management, resource leveraging and value créatidocording to Hills and Hultman (2006), the diféace
between traditional marketing and entrepreneurglketing is not the concept of the 4-7 Ps but theaent and

the combination of the Ps applied to the markegttyepreneurs as compared to managers.

Entrepreneurial marketers seek new and unpracticaegb to create value for desired customers andi buil
customer equity with an opportunistic way of thimi(Morris et al. 2002). Hills and Hultman (200&vi
indicated that identifying new opportunities, appty innovative techniques to bring the product/ssrvto the
market place and meeting the needs of their chtzsget market is the key to the success in margetihich

underlines the importance of entrepreneurial marget

In contrast with traditional marketing, entreprem&umarketing is not based on rational planning tioé
marketing mix. Traditional marketing concepts @so be used in entrepreneurial marketing howeviedla
understanding of the need for creativity, innovaiiess and other aspects of entrepreneurship iy mghded to

be able to have an entrepreneurial perspective arketing. Entrepreneurial marketing requires custom
knowledge based on market interaction, innovatiod a focus on creating and exploiting markets and

recognition of opportunities (Hill and Hultman, Z&)O

Kotler (2003) identifies three stages of marketipgactice as organizations grow. The first stage is
entrepreneurial marketing. According to Kotler, mosmpanies are started by individuals who viseabn
opportunity and knock on every door to gain attamtin this stage of marketing, the level of entesyurship is
high and the degree of formalization of marketinggtices is low. In the second and more matureestag
marketing practices become formulated marketingnase and more people become involved and as
standardized routines become increasingly necesgamally organizations get into a stage of too muc

formulation that they lack the creativity and passbf the guerrilla marketers in the entreprenéstage.

Ries and Trout (1986) stated that marketing a@iwire a battle to conquer the customers’ mind taeg
introduced the term “guerrilla marketing”. Accordiio Ries and Trout, there are four main stratefpes
fighting a marketing war which are defensive sggteoffensive strategy, flanking strategy and gillarr
strategy. Guerrilla marketing is appropriate fompanies that are too small to launch offensivelanking
moves. Guerrilla marketing warfare needs iderdtfan of a segment that is small enough to defeglsting
the temptation to give up lean and nimble marketirganization as the company grows and being readnpter
and exit on short notice if the market for the pradtakes a negative turn in order to prevent tlastey of

resources.

Entrepreneurial behavior is highly related with gille marketing as entrepreneurs need these gtesgtanore

than ever due to the smart, aggressive and sogdtesti nature of the competition in the current reakena.
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SMEs are having greater internal limitations witheatricted budget for marketing activities and fommting
serious external challenges by competitors and etatkbulence. One of the main objectives of gllarri
marketers is to ensure low-cost marketing commtioics. Guerilla marketing aims to maintain or geé t
awareness and attention of the consumers in aetfasient way which makes it suitable for SMEs duoethe

resource constraints and environmental challenges.

Guerrilla marketing activities is based on the idkat in the highly competitive environment for mmer
attention, traditional ways of marketing activiti@dl waste resources as customers are not payiegtan to
thousands of identical marketing messages ancegtest In contrast, guerrilla marketing activitiegyich are
unconventional and surprising, are efficient imsrof gaining customer attention. Guerrilla markgtcan be

more effective and less expensive, when compartidaginventional marketing activities.

According to Levinson(1994), guerrilla marketindies on concentrating resources to achieve sugirior
selling the ideology along with the product, oveniog established and traditional patterns, seagcHion
synergies, trying to overcome the difficulties whiare based on the perception filters of targeseorers and

being flexible and agile instead of holding on Bgly to conventional way of thinking.

Selling the ideology along with the product meamkirassing the emotional bound of the product by
communication and obtaining the superiority of @iten. Therefore, guerrilla marketing targets @iéntiating
the product by targeting emotional aspects of byigecision and positioning the product on an idgic level
rather than a functional level (Baltes and Leibip@Q7).

Here, the Oil Company case shows us how guerrileketing turns into a real success story.

3. AN ENTERPRENEURIAL START-UP

Oil Company was founded in 1989 by a visionary epteneur, Mr. Nuri Erdenstarting its journey in a small
shop of Kagityaka Cagisi, izmir, selling only one type of jeans. Although Mirdem had several years of
experience in fashion retailing business, to bagth, he did not have much knowledge about the pectidn
processes of fashion clothifg.

Getting inspired from different brands of most plapyeans of the time such as Levis, Diesel, oddsh, he
worked for four months on creating a new desigmhit help of an experienced molder. His inspratf this
new design also came from watching the social haipge of the moment, Mr. Erdem says. He tried goré

out what was missing in the market, aiming to peedsomething unique and special. Although he aeldng

the technical knowledge of producing a new dedignhad the artistic senses for feeling what wasgodesired

in the market.

! Interview on the 17th of June, 2008 with Mr. NErilem, the founder of Oil Company.
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Stating that our target market is young people ftbenages of 15 to 20 is an empty statement, MelBrdays.
You should try to understand the spirit, feelingsq the identity of your target market. You mugtife out how
you can make them feel special. He further quotiésis like a male-female relationship; there shibbbe
chemistry between the brand and the consumer.”

Looking deeper in consumers’ minds, Mr. Erdem @edhe first Oil Company designed jean, which hawlbde
colored stripes on its sides, with an out of théiraary look compared to the more regular jeanseftime that
were mainly blue, black, and grey. The innovateen of the company has already started at the grodu
development stage. Although the owner did not haweh technical experience at the beginning abloeit t
fashion merchandise production processes; hisrnvismut what the target market desired carriecctimpany
much further. Using his friendly connections inrdyfactories and production ateliers, Mr. Erdemrmaged to

produce 850 pieces of this new design to be placacsmall shop of Karyaka.

4. THE SUCCESS OF GUERRILLA MARKETING

Everything started with one type of jean, one mpdeé color; only different sizes. Mr. Erdem pld@ne piece
of each size on the selves of his shop. 20 pietgsans out of 850 were exhibited; the rest werthe stock
room. At the beginning, Mr. Erdem, himself, wasgant in the shop, receiving customers along \ki¢hstles
people he hired.

When a customer entered to the shop, he was tethkig brought a nice piece of jeans from Italy. WWbyou

like to try?”. He was aware of the popularity odlian fashion products in Turkey at that time, dedwas
appealing to this desire of consumers (Note: Heontel all the raw materials from Italy, includirftettextile).

Though, the ethical aspect of this issue is queabte.

When the customer liked the jeans and decided yoome, he said: “It is limited edition; we onlyJsaone
piece at the moment, but if you leave a depositilllorder one for you.” In about 15 days, withetimoney
collected by customers’ deposits, Mr. Erdem alreladak-evened revenue and costs. On those twosweak
purpose, he did not sell any jeans while 850 weaéing in stock. The creative entrepreneur / meamkevas
appealing to the consumers’ desire for uniquenefsstarted the buzz about this unique jean thsd isare and

special, and everybody desired to have one.

Within 2-3 weeks, Mr. Erdem realized that the numbiedeposits started to exceed the amount of jeatise
stock. Not only that, but also, customers ordexggecially certain sizes and not others while Mden had in
stock equal numbers for each size. Subsequeatiynihg from this operational mistake, Mr. Erdergamized

the production of 1600 pieces more to be able t@icall customer orders.

After 4-5 months of attracting the customers thiotlge uniqueness and rarity of its product, Mr.dendrealized
that he needed new ideas to spread the word-offmmud keep customers excited. He decided to lucal g
looking college students, paid them hourly salatéeform artificial queues in front of the Oil Cowrpy store
and to talk about the Oil Company products to tfigénds. The students were lining up in the sioreush

hours of shopping, getting out from the stores @thCompany bags, which were full of their persostaff. In
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Karslyaka Cagisi, everyday, there were plenty of people walkivith these bags. This time, ironically, Mr.
Erdem was appealing to consumers’ desire for sqeidcription, for conformity while he was creatiogand
awareness. People were wondering around, hopitiy the jeans of this new very popular companyithilf
one month, Mr. Erdem says, he did not need anyradificial queues because the real ones were faynmn

front of the shop.

After a little while, he opened a new store in Gikak, the VIP neighborhood of Alsancémir, spreading the
buzz with new creative ideas. Then, he decidedrtav his operations. He traveled for one monthoakr
Turkey, visiting the most popular shops in evey,diboking for franchisees. Conversely, he camekhia Izmir

with empty hands because nobody knew about Oil Gopp The buzz was spreading in Izmir, but nowhere
else. Without leaving himself in desperation, theative entrepreneur developed new strategiegrfmwth.
After a long search between Italian Chamber of Centm and Consulates, he made an agreement for print
advertising shooting with two of the most populatibn models. He paid a large amount of moneyfdy one
photo that was going to be displayed full pagehim leading national newspapers, Hurriyet and SaliBeiow

the photo of the beautiful models, wearing Oil Camyp jeans, the ad said both in Italian and in T&irki'We

are accepting franchisees.”

Amazingly, 90% of the potential franchisees Mr. &rdvisited the previous months replied to the aahtimg a
franchise position. The following 4 years, Oil Quemy had already reached above 300 selling paintsirkey

while towards the end of nineties; the company %@l franchises in total.

The creative marketing moves of Oil Company wereamby towards the individual consumers (B2C), &lso,
towards its dealers (B2B), suppliers, and employdes a sustainable growth, opening a new fraeclsisot
enough Mr. Erdem says; the company should be abkttact the customers to that new point of sdie
traveled every weekend, visiting its franchiseed apreading the word about the unique products ibf O
Company. He also continued to advertise in thditganational newspapers, increasing the visibitifyhis
brand. He dressed up opinion leaders, celebrifegyers, fashion models like ga Sikel. People were
wearing Oil Company jeans in TV programs like Tedd/ in parties, in clubs, in all kind of populascsal
meetings. The brand was more and more known byatiger public; it was becoming a national brardr.
Erdem was highly active himself in public relatipparticipating in all kinds of social activitiea@hanging out

in the social environments of his target markee Kdpt his senses alert for what the young geloerdesired.

In time, along with its creative marketing efforthe company also gained experience in fashionymtozh
processes, establishing its own manufacturing factath the state of the art facilities and skillédiman
resources. Mr. Erdem says: “I taught to every eygx that our objective is not to produce the Istrgenount
or variety of products but the highest percentagmarketable products that will turn into actualesa | asked
to my designers to figure out 10 new designs eaelsan that will become highly fashionable and detedn

searched by consumers, instead of focusing onGfén@ndred pieces of the collection.”
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5. CONCLUSION

Oil Company does not exist anymore. This is mathlg to the economic crisis that Turkey has expeéd in
2001, Mr. Erdem says. The company was importiggniain raw material, the very fine fabric of itajs from
Italy, and due to the devaluation of Turkish Liraridg the crisis, the company’'s depths augmented

tremendously over a course of one night, and thepamy could not manage its financial loss effetyive

Despite its sad ending, Oil Company has experieacgaccess story for over a decade, by touchingehet of
its consumers and becoming a national brand, thanks visionary and innovative marketing movesowing
to look deeper in consumers’ minds.
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V. CORPORATE ENTREPRENEURSHIP: A CONTEMPORARY PARADIGM IN
ENTREPRENEURSHIP RESEARCH

Deniz Kantur
Bogazici University

1. INTRODUCTION

The concept of entrepreneurship has been appliethtyy different levels, for instance, individuadspups and

to the whole organization (Lumpkin and Dess, 199lrrent study focuses on entrepreneurship at an
organizational level and not on an individual ooy basis. Corporate entrepreneurship is an explaiea of
research, however there is no universally acceptdéfinition of the term (Gautam and Verma, 19%thors
use many terms to refer to different aspects op@@te entrepreneurship such as intrapreneurshipatko et

al., 1990;Burgelman, 1988 internal corporate entrepreneurship (Schollhammh®82) orcorporate venturing
(Guth and Ginsberg, 1990This study, through reviewing the literature omfitevel entrepreneurship and
analyzing the results of the qualitative researifferéntiates between attitudes towards entrepnestéu and
entrepreneurial activities (actions). The conceptuadel developed in the current study is partroeatensive
research project (No: 09HC103D - Kurumsal @micilik: Orgiit Kiltirii ve Liderlik) funded by Baazici
University Research Fund which attempts to develop corporate entrepreneurship literature through
differentiating between intentions and actions #relanalysis of the effect of organizational faston turning

these intentions into actual organizational actions

1.1. Literature Review

According to Zahra (1991) “corporate entreprenepistefers to the process of creating new busineikin
established firms to improve organizational prdifiiédy and enhance a firm’'s competitive position the
strategic renewal of existing business. Accordiry Burgelman (1983), the concept of corporate
entrepreneurship should include the effort of ldigas to renew themselves by carrying out new cioaitions

of resources that alter the relationships betweemtand their environments. Burgelman (1983) aislicates
that little is know about the process through whimige, complex firms engage in corporate entregueship.
While, research on intrapreneurship concentrates morea@e lorganizations, Carrier (1996) examined the
phenomenon of intrapreneurship in small businesgeduding different forms of intrapreneurship, tais
governing the emergence, factors motivating ownanagers and intrapreneurs and the strategic pexess
involved, and emphasized that small and mediundsiarees are also facing the need to innovate andftire
engage in intrapreneurial activities (Carrier, 199hile there is imprecise consensus on the defimité
corporate entrepreneurship, most authors accepalhigpes of entrepreneurship are based on intmma that
require changes in the pattern of resource deployraed the creation of new capabilities to add new
possibilities for positioning in markets (Stopfadd Baden-Fuller 1994)n general, corporate entrepreneurship
can be defined as the pursuit of creative or needltions to challenges confronting the firm, irithg the
development or enhancement of products and servigsswell as new administrative techniques and

technologies for performing organizational funciqinight, 1997).
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There are different types of corporate entreprestéprdefined in the literaturéne is the creation of new
business within an existing organization - corpgra¢nturing or intrapreneurship as it is called r(glman,
1983; Kuratko et al., 1990; Guth & Ginsberg, 199Mother is a more pervasive activity associateth whe
transformation or renewal of existing organizati¢gspford and Baden-Fuller, 1994). To Burgelma®8@) the
corporate entrepreneurship refers to the processrably firms engage in diversification through intr
development. Miller and Friesen (1982) createdstirdition between the concepts of corporate ergreqrship
and an entrepreneurial strategy. An entreprenestiategy is defined as the frequent and persig#att to
establish competitive advantage through innovatidrile corporate entrepreneurship is defined amaquent
attempt to implement innovatioenkataraman (1997) emphasizing the exploitatioapgfortunities states that
entrepreneurship as a scholarly field seeks to ngtaed how opportunities bring into existence ‘fatugoods
and services are discovered, created and exploMeeover, recent research has argued that corporate
entrepreneurship adds value not only by utiliziegources in new ways but also, perhaps more imybyrtdy

creating new resources (Ahuja et al., 2001).

While there is no consensus in the literature miggrthe definition of entrepreneurship at the oigational
level, measures are developed to assess entrepgkipewithin organizations. Previous research thatsured
entrepreneurship at the organizational level fodusestly on large corporations and used measudsasithe
firm ‘Entrepreneurial Orientation’ (Khandwalla, I8 Miller and Friesen, 1982; Covin and Slevin, 1988ight
1997) or engagement of the corporation in corpagateepreneurship (Zahra, 1991 and 1993a). Thiediitg the
most popular scale was developed by Khandwalla{l9%handwalla (1977) studied 103 large Canadiemdi
and the relationship between top management gigléronmental context and firm performance was érath
Khandwalla (1977) operationally defined two manageinstyles; entrepreneurial and conservative and
entrepreneurial style was mainly associated witlouation and proactiveness in organizations. Thene nine
items in the scale under these two main dimensainimnovativeness and proactiveness. The scaleativer

renders an assessment of a given company's defgear@preneurship.

This Entrepreneurial Orientation scale was subsatyueefined by Miller and Friesen (1982) and byv®oand
Slevin (1989). Miller and Friesen (1982) developed different models of product innovation. Consgive
model assumes that innovation is performed reltigtan response to serious challenges and entrepréai
model assumes that innovation is performed aggrelgsand continuously. Their study was conducteargn
52 Canadian firms and a negative correlation waseeted between the two models. Authors operatignall
defined entrepreneurial orientation in terms ofoivetion, proactiveness and risk-taking. Producbuation
refers to the ability to create new products orngjgaexisting ones to meet the demands of curreffiitare
markets. Proactiveness refers to a company's dgp@cioutperform competitors by new product/servare
technology introduction. Finally, corporate entesprurship indicates that a company is willing tgaage in

business ventures in which the outcome may be yigitertain and therefore risky.

After Miller and Friesen (1982), Entrepreneurialigdtation scale was further refined by Covin andvii
(1989). Covin and Slevin (1989) studied 161 smaltepreneurial firms in hostile and benign enviremts; the
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entrepreneurship construct was referred as ‘Erdgreqrial Strategic Posture’ and was characterigefdelquent
and extensive technological and product innovatimgressive competitive orientation and a stroskrtaking
propensity. The scale consisted of nine items measthree dimensions of innovation, proactivenasd risk
taking with a 7 point scale; first three items meag firm’'s tendency toward innovation, seconcethassessing
the firm’s proactive orientation and the last thitsens assessing the firm’s risk taking propen@@gvin and
Slevin 1989). Overall, Entrepreneurship Orienta{{B®) scale has been found to possess strongili&jiand
validity in numerous studies (e.g., Covin and Siewi989; Khandwalla, 1977). Later, Covin and Slelifi91)
developed a popular model of entrepreneurship behat the organizational level. Using the thremeinsions

of innovation, proactiveness and risk taking andhers defined the concept of entrepreneurship as th
entrepreneurial posture affecting firm performaacel they included external, internal and strategigables

interacting with the entrepreneurial posture offthas.

Guth and Ginsberg (1990) indicates that corporateepreneurship covers two types of processes,iotiee
birth of new businesses within existing organizagi@and second is the transformation of organizatibrough
renewal of the key fundamental ideas. Using thegsedimensions of corporate entrepreneurship a inisde
presented that portrays the theoretical connectibas can be drawn from corporate entrepreneurshithe
other conceptual elements in the field of strateg@nagement. In their model, Guth and Ginsberg Q199
identified four concepts affecting entrepreneurshifthin organizations; environment, strategic laade
organization form or conduct, and lastly organmadi performance. Using two dimensions of Guth and
Ginsberg (1990) - innovation/venturing and renewihhra (1991) tested a model of corporate ergrearrship
with its predictors and financial performance outes. Reviewing studies of Burgelman (1983) and avlill
(1982), an index of corporate entrepreneurshipeigetbped in the study (Zahra, 1991) based on regsoaf
CEO'’s of 119 Fortune 500 industrial firms. Zahr@41) than correlated the results of the measuie Miller’s
(1982) Entrepreneurial Orientation measure andivede0.49 correlation, p<0.001. Zahra indicatest tha
entrepreneurial orientation scale first developgdKbandwalla (1977) and refined further by Mill&r982) and
Covin and Slevin (1989) measures firmdisposition or orientationowards corporate entrepreneurship activities
rather than actual engagement and only covers foattwities while these above nine items incorpesa

informal activities and actual engagement.

Drawing on the dimensions of innovation and vemtyiiand strategic renewal, Zahra (1993a) operaiaththe
corporate entrepreneurship construct and develdpedCorporate Entrepreneurship Scale’. This scedes
intended to measure engagement of the corporati@orporate entrepreneurship activities such asuvieg,
innovation, and self-renewal activities. First dim®n, corporate innovation and venturing, operaiiaed with

four components of new business creation (5 itene), product introduction (5 items), percent ofarewe from
new product and technological entrepreneurshiptéms). The renewal dimension had three components,
mission reformulation (3 items), reorganizatioritedns) and system-wide change (6 items). All theng were 5
point scales. The self-renewal dimension refldusttansformation of organizations through the werief key
ideas on which they are built (Guth and Ginsberg0lZahra 1991). It has strategic and organizatiohange
connotations and includes the redefinition of thesibess concept, reorganization, and the introduoctf

system-wide changes for innovation (Zahra 1993a).
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Reviewing the studies of Miller (1982) and Covirde®levin (1989, 1991), Lumpkin and Dess (1996) tates
that entrepreneurial orientation refers to the psses, practices, and decision making activitiasléad to new
entry. Authors add two more dimensions to Entrepueial Orientation construct namely autonomy and
competitive aggressiveness. Using the entreprealewrientation with five dimensions they provided a
contingency framework to investigate relationshgivieen entrepreneurial orientation and firm pergmoe.
The framework basically developed some propositiotsgrating some moderator, mediator and indepgnde
variables between the relationship of entrepremdpur®rientation and firm performance. Later Gregory
Lumpkin and Covin (1997) explored the nature ofrgmteneurial strategy making and its relationshithw
strategy, environment and performance and conclubat entrepreneurial strategy making process nay b

subsumed by or parallel to other related procesbkésh are difficult to separate in an organizaticcantext.

The Entrepreneurship Orientation Scale first dgvedbby Khandwalla (1977) and later refined by Mi([£982)
and Covin and Slevin (1989, 1991) once proved vatfid reliable measures in different organizatioas than
tested for cross cultural validation. By emphagjzthat sound measures of entrepreneurship are iakpec
critical for managers attempting to understanddstruct's’ cultural dynamic, Knight (1997) tested cross-
cultural measurement properties of the Entreprestdpr Orientation Scale. Knight (1997) included the
development or enhancement of products, serviges techniques and technologies in production at qfar
organizational innovativeness (product lines, pmdthanges and R&D leadership items for innovatasn
dimension) and included new techniques, competipiwsture, risk-taking proclivity, environmental doess
and decision-making style as the items of proantgs. Same scale is mailed to both English- andckre
speaking managers in Canada and results indicaé¢dneasure performs well both in reliability aradidity in

different cultures.

Risk taking, innovativeness and proactiveness daio@is tap some important aspects of corporate
entrepreneurship, yet Stevenson and Jarillo (199®)eloped an opportunity-based conceptualization of
entrepreneurship. Authors argued that entrepreslevailue creating processes can take place in gy of
organization. This understanding puts the focugmnepreneurship as the pursuit of opportunityspestively

of organizational context (Brown et.al. 2001).

Covin and Miles (1999) suggest that there is atitbiguity surrounding the corporate entrepreneprsbnstruct
and identifies three most common phenomena thabfaeae viewed as examples of corporate entreprsheur
First situation involves, an established organ@ragntering a new business, second an individuaddividuals
champion new product ideas within a corporate cdntnd thirdly a philosophy permeates an entire
organization's operations. In their study they foan the final phenomenon, whereby the term cotpora
entrepreneurship is reserved to refer to casesemamtire firms, rather than exclusively individuals other
"parts" of firms, act in ways that generally woile described as entrepreneurial (Covin and Mil@891pg.48).
Covin and Miles (1999) than define four differentrhs of corporate entrepreneurship, sustained ezgéan,

organizational rejuvenation, strategic renewal, dmchain redefinition.
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The literature on corporate entrepreneurship glearflicates that creation of a corporate entreprestep
activity requires radical changes in the internahdwiors of the organizations. While some orgaiunat
environments or cultures enhance the implementatibintrapreneurial activities some others hampger i
Kuratko et.al. (1990) attempt to measure the dffeness of the environment or culture for the impatation
of intrapreneurial ideas, through the use of Imeapurship Assessment Instrument (IAl). The IAI (&tko et.
al. 1990) is developed to identify the conditioreeded to foster entrepreneurial activity withinaigations.
The scale initially had five dimensions with 28nite however Kuratko et. al. (1990) found only thsegificant
dimensions including; management support for ingapurship (measured with 9 items), organizational
structure (6 items) and reward and research avidtjafh items). In a further study by Hornsby at.(2002) the
Intratpreneurship Assessment Instrument was asb@sserms of its measurement properties of theikigrnal
organizational factors that influence middle mamag® initiate corporate entrepreneurship actigiti€ive
dimensions were found significant: the approprizge of rewards, gaining top management supporures
availability, supportive organizational structuredaisk taking and tolerance for failure. The distion between
engaging in corporate entrepreneurship activittesan organizational environment favoring entrepueship is

important for a better conceptual understandingooporate entrepreneurship.

The literature review on the measurement of comtgoeatrepreneurship indicates that most of theiesudsed
one of the two measures of intrapreneurship; fir& being the Entrepreneurship Orientation Scalafidwalla
1977, Miller, 1982 and Covin and Slevin 1989, 19ahy the second one Corporate Entrepreneurshig Scal
developed by Zahra (1991, 1993a). In a study byoAcit and Hisrich (2001) corporate entrepreneurship
construct has been refined and both of these saateimcorporated to check cross cultural validatidata was
collected by using two surveys, one in the Unitéateés and another in Slovenia and analysis shovesterately

good convergent and discriminant validity acrogséitwo samples.

Finally, taking into consideration above literatuexiew, research on entrepreneurship and especiaporate
entrepreneurship is still developing. Articles agureg in the mainstream entrepreneurship literaturthe past
decade was reviewed with respect to the methodedoginployed (Chandler and Lyon 2001). Results atdic
trends toward more multivariate statistics and simeease in the emphasis on reliability and validiver the
past decade. However it is suggested that theneldlhe emphasis on multiple source data sets bikifjpand
validity issues, the development of more sophigtidatheoretical models and subsequent analysis,naore
longitudinal research. . Moreover, there is lackaoftonsensus on characterizing firm-level entregreship
which impedes theory development and inhibits profheory enhancement (Lumpkin and Dess, 1996).
According to Zahra (1991) research needs to cormtenbn the dimensions of the construct for thepero

progress in the field.

2. QUALITATIVE RESEARCH

Literature review provided the researcher of thislg with the necessary knowledge about the previtudies

conducted in the field of corporate entrepreneprshAdditional to the literature review qualitativesearch is

carried out in order to generate sample of iteras tidp into the domain of corporate entrepreneprsbnstruct
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better. Qualitative research methods enable reser@to get closer to the people under investigadiod create
richer and deeper data (Bryman, 1988). There ar®us methods of qualitative research used for item
generation additional to literature review suchexperience survey, insight stimulating examplegjcat
incidents and focus groups (Churchill, 1979). Amaéngse, focus group and semi-structured in-deptmnirew

is conducted in this study.

As part of the qualitative research two semi-sticed interviews were conducted. The first interviesas
conducted with the general manager of a marketithsales company in food industry who is also tsadhof
Young Entrepreneurs Club (Geng¢ Gimciler Kuliibl). The interview was conducted in thiéice of the club
where young entrepreneurs meet regularly every wEed interview lasted for one hour and fifteen mtés. As
a general manager of a company and as the headlobs entrepreneurial club, the interviewee shhigéleas
about the entrepreneurial initiatives in compantas, concept of entrepreneurship and shared higestigns
about how to be more entrepreneurial. The secaedview was conducted with a manager from one efhig
consulting companies in Turkey which organizesBh&epreneur of the Year competition in Turkey si2004.
This competition is conducted in different courgraound the world since 1986. The interview wdsdaled
in the head-office of the auditing company andedsfor one hour. The interviewee shared her expes®
gained through the selection of winner compani&oth of the interviews were semi-structured and esom

sample interview questions are as follows:

* What do you understand from corporate entrepreh@as

» Could you please define corporate entrepreneurship?

* What characteristics make you perceive an orgdaizats an entrepreneurial one?

» Do you think your company/club is an entreprendwdanpany? Why?

» What kind of corporate entrepreneurship activities observed in your company?

e Could you please explain the different kinds ofpawate entrepreneurship activities in your company?
« What are the major differences between these differorporate entrepreneurship activities?

* In general what are attitudes towards corporateepreneurship in your company?

Two focus group studies were conducted. The firsug was consisted of people from private sectdh wi
minimum five years of work experience. Second grougs composed of doctoral students ofg&xci
University Management Department from the field$-mfance, Management and Organizations and Marketin
The first group participants were closer to thelitiea of the business environment, its constraiatsl
uncertainties and because of minimum five year wodkerience requirement they were actually at {hyeeu
levels of the hierarchy (minimum at the directard® closer to the top management team. On the btoad, the
second group participants were all coming from aaad field with no work experience at all. This gpowas
relatively distant from the business environmenewlecompared to first one; they all completed theo years

in their program and had a structured academic drackd which made them generate ideas with a real
academic perspective. The first focus group lakted5 minutes, it started with the question oftélY do you
understand from corporate entrepreneurship?’ abiatie moderator and than the participants wetefrieé to

discuss, the entrepreneurship level in their congsaand characteristics of entrepreneurial firmgeneral. The
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second focus group lasted for one hour. Becauseadfteipants of the second group were from acadehe

discussions were basically on the dimensionalityasporate entrepreneurship.

All the discussions were tape-recorded and latatert analyzed by the researcher. During contealyais all
the words and the phrases that were mentionededetat the entrepreneurship within organizationsewedt
written. First, analysis was made separately fehefiscussion and interview, later on all the waadd phrases

were combined together.

3. CONCEPTUAL MODEL

Reviewing the literature on corporate entreprer@prand analyzing the results of qualitative reskeathe
current study develops the conceptual model of -famel entrepreneurship (Figure 1). Zahra et a®9@)
reviews the literature on firm-level entrepreneipshnd concludes that most studies adopt the measur
developed by Miller and Friesen (1982) by even gdilifferent constructs. Consequently, a seriousfitmis
between the construct and measures has occurredfianing the meaning of what has been found and it
theoretical and practical implications (Zahra et 4099, p. 54). Accordingly, Zahra et al. (199Qygests that
future research should differentiate between engregurial disposition (Covin and Slevin, 1991; Hkiilland
Friesen, 1982), orientation (Lumpkin and Dess, 1986d actions (Zahra, 1991).

While the entrepreneurial orientation construct seated as a general philosophy of the firm, the
conceptualization involves both actual behaviord attitudes (Wiklund, 2006). Lumpkin and Dess (198&%Gte
that, entrepreneurial orientation, which incorpesatautonomy, innovation, risk taking, proactivenessd
competitive aggressiveness, represents the proesgect of entrepreneurship. Authors suggest that
entrepreneurship is represented by new entry andxjtiains what entrepreneurship consists of, while
entrepreneurial orientation that refers to procegselainshow entrepreneurship (or new entry) has occurred
(Lumpkin and Dess, 2001).

Accordingly, the conceptual model presented hefferéntiates between ‘entrepreneurial posture’ difigrent
‘forms’ of firm-level entrepreneurship. ‘Entreprem@l posture’ construct incorporatesly attitudes towards
entrepreneurship and incorporates dimensions avimiveness, risk taking, proactiveness, and coitheet

aggressiveness. Accordingly the proposition is el as follows:
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P1: Entrepreneurial postures as a higher-order donst involves dimensions of innovativeness, risk

taking, proactiveness and competitive aggressivenes

ORGANIZATIONAL
FACTORS
-Management Support
-Work Discretion
-Rewards/Reinforcement
-Time Availability
-Organizational Boundarie$

Innovation/New
Business

A 4

] Organizational
ENTREPRENEURIAL d Renewal
POSTURE
- Innovativeness
- Risk Taking
- Proactiveness Strategic
- Competitive Aggresiveness > Renewal

Domain Redefinition

A 4

Figure 1: A conceptual model of firm-level entrepreneurship

According to Sharma and Chrisman (1999) corporateepreneurship may take several forms. Vesper4)198
differentiates between three forms of corporateegmeneurship: new strategic direction, initiatfvem below,
and autonomous business creation. SchollhammegR)liéi8ntifies five different forms of entreprenchifs as
administrative, opportunistic, imitative, acquigiti and incubative. Stopford and Baden-Fuller (3994
differentiated between three types of firm-leveltrepreneurship: new business venturing, organiaatio
renewal and Schumpeterian innovation that transottme whole competitive environment. Covin and Wlile
(1999) developed four different forms of corporaetrepreneurship: sustained regeneration, orgéovizdt

rejuvenation, strategic renewal, and domain red&fim

The literature suggests that there are differgmegyof corporate initiatives within firms. This dyuasserts that
introducing a new product into market - which i thasic form of corporate entrepreneurship - neebet
differentiated from self-renewal which introducégngficant changes to the strategies of the firns.tAe above
literature suggests, such a differentiation betweddferent entrepreneurial activities has not bedearly
conceptualized in the entrepreneurship literatdaordingly, in line with the reasoning of CovindaMiles
(1999) and based on the qualitative analysis, different forms of corporate entrepreneurship étis can be
developed: innovation/new business (such as nedugptalevelopment, entering into new markets, andiriig
new niche market opportunities), organizationalexeal (such as changes in internal processes ofirths),

strategic renewal (innovations in strategies of fliens) and domain redefinition (engagement in new
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competitive battle). Overall, a positive associatis expected between entrepreneurial posture #fetesht

forms of entrepreneurial actions in the firms. Pnepositions are developed as follows:

P2: Corporate entrepreneurship activities withimnfs take four different forms of innovation/new

business, organizational renewal, strategic renesral domain redefinition.

P3: Entrepreneurial posture involving dimensionsimfiovativeness, risk taking, proactiveness and
competitive aggressiveness has a positive assogiatith innovation/new, organizational renewal,

strategic renewal and domain redefinition formsofporate entrepreneurship.

3.1. The Moderating Effects of Organizational Factos

For entrepreneurial intentions or orientations turto reality (i.e. actions) some organizationattfeis are
required as facilitators. Entrepreneurial intensiored to be supported by certain organizationzdluities so
as to engage in organization actions. Considetiat) éntrepreneurial activities require certain amiaf time

and capital (both social and financial) there neelde an organizational setting favoring the emeecgeof these
activities in terms strategies, procedures and muraaources applications. Kuratko et al. (1990)tms five
factor structures that facilitate the emergencentfepreneurial initiatives. There is empirical ot for the
affect of these factors as influencers of corpoeatgepreneurship (Hornsby et al., 1993; Hornsbgl.et2002;
Kuratko et al., 1990). The five factor structurecsfanizational variables involve: management sttppark

discretion, rewards/reinforcement, time availapilidlefined organizational boundaries. The propmsitis

developed as follows:

P4: Entrepreneurial posture affects different forofscorporate entrepreneurship - innovation/new
business, organizational renewal, strategic reneveadd domain redefinition - only when there is
management support, work discretion, rewards/recdment, time availability, defined

organizational boundaries.

4. CONCLUSION

In today’s competitive business environment comgaare striving for differentiating themselves frothers in
order to create greater value to their customers excel in the crowd. The developments in inforomati
technology, communication and transportation indestmade access to any kind of information eatier
companies. Even small companies (referred as blotral) can now compete in the global arena witlydar
conglomerates. In such a fierce competition congmm@ire forced to innovate continuously and engage i
entrepreneurial activities in order to catch theespof the business environment. However, howawsithpanies
know how entrepreneurial they are? This is directlgted with the refinement of the corporate gmaeurship

construct and the measurement of it.

Corporate entrepreneurship is an evolving areasgarch and the concept has essential theoratidgdractical

implications. While the concept is gaining popularamong academicians and practitioner, there tsano
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consensus in the literature regarding what the teafly is. The literature review conducted in therent study
reveals that there are basically two measuresaihato measure entrepreneurship at the firm leg. (Covin
and Slevin 1989, 1991; Zahra, 1991, 1993a). Howetler measures contain a mix of attitudes towards
entrepreneurship and behaviors which creates ciomnfiis the construct domain. The unachieved consens

the characterization of firm-level entrepreneurstegtrains proper theory development (Lumpkin aresd)
1996). There are even debates regarding the mubigsionality of the concept and on whether dimerssio
covary or not. Accordingly, there needs to be nmrecentration on the links between different dinems of

corporate entrepreneurship construct and on theathd®main (Zahra, 1993b).

As Covin and Slevin (1991) suggests entrepreneariahtation represents general philosophy of itma ¥hich
guides the actions. Orientations reflect the precaspect of corporate entrepreneurship while retibres
indicate what entrepreneurship really is (Lumpkimd aDess, 1996). Accordingly, this paper proposes a
distinction between attitudes and behaviors andeptualizes these two categories under two maistoaets

of entrepreneurial posture and forms of corporaigepreneurship. Moreover, considering that there a
different types of entrepreneurial initiatives wiithfirms, the paper differentiates between fourfedént

entrepreneurial actions: innovation/new busineggamizational renewal, strategic renewal, domaitefiaition.

The organizational environments favoring the emecgeof corporate entrepreneurial initiatives deédiyi differ
from those organizational settings that hamperettagivities. While the literature suggests theaargational
environment and culture fostering entrepreneurddiviies in the firms (Hornsby et al., 2002; Kuatet al.,
1990), these variables are not proposed as chesticte of the firms to turn their intensions in teal
organizational actions. Accordingly, this paper @dothe instrument refined in Hornsby et. al (2002)ich
incorporates organizational factors favoring enteapurship as moderating variables. The organizalifactors
of management support, work discretion, rewards emidforcement, time availability, and organizatibn
boundaries are suggested to moderate the relakpohsetween posture and activities. In other wotlsre need

to be some support mechanisms in organizationsdi@rdo turn orientations into real actions.

The conceptual model and related propositions dgeel in the current study is based on an exteflisérature
review on the corporate entrepreneurship literaamd on the results of the qualitative study. Bakic the
paper aims to contribute to corporate entreprehgurterature through clarification of the construand

through developing a better understanding abouépreneurial attitudes, intentions and actions.
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V. EXPLORING THE SYNERGY BETWEEN ENTREPRENEURSHIP AND INNOVATION:
STUDY IN FURNITURE SECTOR OF IZMIR

Ipek Savasci Kazancoglu,
Aykan Candemir
Ege University

1. INTRODUCTION

The increasingly changing global business envirarinie characterized by integration, rapid technimalg
changes and growing competition and has forcedmnges to find new ways of competing effectivebaciety
is rediscovering entrepreneurship and its tool,ouation through increasing participation and grayvin

importance of small businesses in the economy.

The aim of this study is to investigate the relasgioip between entrepreneurship and innovation lagid toles in

competition. The study addresses two main resegrektions:

(1) How are entrepreneurship, innovation and margetlated to each other in furniture sector?

(2) What are the crucial factors affecting the depment of entrepreneurship and innovation, and does

interaction between them affect the competitivatmsof the furniture firms?

The study is conducted in two sections. In literatteview, entrepreneurship, innovation and theradtion
between them are investigated. In research deggtioa quantitative approach takes place to expthes

synergies between entrepreneurship and innovatidrhaw marketing affected these factors in fureitsector.

2. LITERATURE REVIEW

In global environment, enterprises with greaterapreneurship and innovative capacity will achidetter
responses from the environment, by creating calpiabilneeded to improve their competitive position.
Entrepreneurship and innovation are complementamy, a combination of the two is vital to organiaal
success and sustainability in today’s dynamic amghging environment; entrepreneurship and innonadi@
not confined to the initial stages of a new venturgther, they are dynamic and holistic processes i
entrepreneurial and innovative organizations; anghmizational culture and management style areialruc
factors affecting the development of entreprenéwda innovation behavior in organizations. Therefcan
innovative and entrepreneurial organization neetinge of new managerial and entrepreneurial capaend

skills to handle strategic decisions making bydadsy adaptation to the global environment chakkeng
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2.1. Entrepreneurship

Describing the concept of entrepreneurship Dru¢k®&B5) defines it as “creation of innovations andludes
the usage of resources and the usage of new giesbof valuation”. According to Irelandt al., (2001),
entrepreneurship involves creating new resourcesoanbining existing resources in new ways in ortter
develop and commercialize new products, move ietw markets, and/or service new customers (Jattien,
Kuéinskiere, Garuckas, 2007: 57). “Entrepreneurship, in itsrowsest sense, involves capturing ideas,
converting them into products and, or services #mah building a venture to take the product to re#rk
(Johnson, 2001: 138). The key elements of entrership include risk taking, proactively, and ination
(Miller, 1983; Zhao, 2005: 26).

Entrepreneurship encompasses a variety of fachmmording to Drucker (1994) systematic innovatiequires
the capturing and monitoring of seven sources gfodpinity: the unexpected; incongruities; processd)
industry and market structures; demographics; omnigp perception; and new knowledge. Clearly, an
innovative and entrepreneurial organization needsge of managerial and entrepreneurial capacitidsskills

to handle innovation (Jatuliasiene, Kucinskiere, Garuckas, 2007:57).

Based on the studies of J. Shumpeter (1934), Prieker (1994), D. Jonhson 2001, F. Zhao (2001526@hd
others, new development concept embracing capacifieinovative and entrepreneurial organizatiomda be

defined as follows:
— An ability to search for and identify innowagiopportunities that foster economic growth;
— An ability to create a technological environm#att fosters innovation and entrepreneurship;

- The ability to develop effective plans supporsteyns to implement innovation and commercialization

procedures;

— The ability to integrate research, design, andketainformation to convert new ideas and invergiamo

commercially viable innovations; and

— the ability to develop effective and realistimgedures for the evaluation of R&D projects innterof

innovation, quality, and commercial value (Jatukisare, Kucéinskiere, Garuckas, 2007:57).

2.2. Entrepreneurs and Small Business Owners

Entrepreneur is an individual who takes agency iaitétive; who assumes responsibility and owneustair
making things happen; is both open to create npvelho manages the risks attached to the processwao
has the persistence to see things through to sdewified end-point, even when faced with obstaced
difficulties (Johnson, 2001: 137Bchumpeter (1934) identified entrepreneurship gwacess of “creative
destruction” in which the wealth of the economy veaghanced via innovation and the introduction ofvne
combinations of products, production, market oppaties, supply sources or organizational desighis T

underlines the nexus between entrepreneurshipranayation. Within the context of small firms, thiéfetence
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between conventional small business owner managetrgrowth oriented entrepreneurs is their propeier
innovation (Brockhaus, 1987; Carland et al., 1984zzarol, Reboud, 2008:224). Thus attitudes to\mation,
risk-taking, strategy, leadership, market changes iaformation, organizational improvement, growitd the

continued attainment of business development oppibies, are essential ingredients of entrepregurs

The ability of most SMEs to survive, grow and getemew quality jobs increasingly depends on tteracity
to put innovation at the core of their businesatsgyy in order to harness benefits from technoldgibange and
the globalization of markets for products and reses. Key issues influencing the success of innowatithin
small firms are the personality of the owner-mamagieeir flexibility in the face of external envinmental
forces, the formality of their innovation managemenocesses, whether they have a culture suppodive
innovation, their scarcity of resources and lackbafgaining power within markets (Hadjimanolis, @00
Mazzarol, Reboud, 2008: 225).

2.3. Innovation

Joseph A. Schumpeter defined innovation as thengettp of a new production function. This definitio
included five specific cases leading to a new petida function, which include: (1) the introductiofi a new
good, (2) the introduction of a new method of pratchn, (3) the opening of a new market, (4) thequast of a
new source of supply of new materials, and (5)c#meying out of a new organization of any indugtmeating a

monopoly position or the breaking up of a monop¢8gdhumpeter, 1936; McDaniel, 2000:278).

Innovation thus has many facets and is multidim@radi The most prominent innovation dimensions lsan
expressed as dualisms: radical versus incremeptaiduct versus process; and administrative versus
technological (Cooper, 1998; Zhao, 2005: 27). Pcochnovation, as the name suggests, “Reflectsgdamnthe
end product or service offered by the organizatipwhereas] process innovation represents chamgdeiway

firms produce end products or services” (Coope®81498).

Innovation can refer to new products or servicesy production processes, new marketing technicares hew
organizational or managerial structures, and mag alvolve technology, intellectual property, besis and
physical activity (Sundbo, 1998; Mazzarol, Reba2@)8: 225). It can be either incremental or radicalature
(Cooper, 1998), and while it is commonly associatéth significant improvements in product or proges
technologies, it can also encompass relatively siodehancements of how a small firm applies tecgybr
techniques (North, Smallbone, 2000; Mazzarol, RdbA®008: 225). In fact some of the most successful
innovations have involved a synthesis of existiaghhology into new dominant product or processgtesi
(Tushman, Nadler, 1986). The main aims of innovatice economies in development costs, reducedtiead;
and increased predictability of outcomes and béttrnal and external organizational integrati@odgson,
Gann and Salter, 2002: 54).

53



Companies spending funds on research will quickiywsthat applied research is successful if and dnilye
new product or process is commercialized at a prbfiow quickly this diffusion process occurs iselik to
depend on how well the innovation satisfies thetamsr's existing problems, whether it offers a tigka
advantage over existing products and services, éasily the new product or process can be adoptddtan
operation learnt by end users, how compatible the t@chnology is with existing complementary tedbgies
already in place, and whether the new innovatiantwa trialed and evaluated prior to adoption (Regé®76,
1995; Mazzarol, Reboud, 2008: 226). Innovation froew technology may offer a way to improve product,
improve delivery timing, allow reduced pricing, and forth to gain market share through increaséess#
market share is important and increasing marketesisaan objective, then implementing innovatioonirnew

technologies is often a choice to meet that objedfvicDaniel, 2000: 283).

2.4. The Conceptual Relationship between Entrepremeship and Innovation

They all demonstrate incremental innovation, privat to market dynamics, and a willingness to také&s if
necessary (Slevin, Covin, 1990; Zhao, 2005: 34)rdpneneurship continuously looks forward and @®at
opportunities, thus stimulating the generation rofovations. Entrepreneurship and innovation ardimmeous
processes in organizations, and that entreprenipuasid innovation are complementary in enhancingjrass
performance. Additionally they all demonstrate ammbus pursuit of opportunities to develop new picid,
new services, and new customers. Briefly, entreqren seek opportunities, and innovations provide th
instrument by which they might succeed. Corporaieepreneurship often refers to the introductioraafew
idea, new products, a new organizational structareagw production process, or the establishmera néw
organization by (or within) an existing organizatidAs Herbig et al. (1994: 37, 45) have observéahdvation
requires three basic components: the infrastructheecapital, and the entrepreneurial capacitydledd¢o make
the first two works”. Innovation is the specificolaf entrepreneurship by which entrepreneurs axplange as
an opportunity for a different business or servitieere is a considerable overlap between entreprship and
innovation (Kanungo 1999, Sundbo 1998; Zhao, 2@85%. Innovation has to address market needs, andres

entrepreneurship if it is to achieve commerciakess.

Entrepreneurship and innovation are positivelyteglato each other and interact to help an orgaoizab
flourish. Entrepreneurs themselves do not consbianeovate; they seek opportunities. These opmities are
those that larger firms either ignore, seek noproduce, or cannot physically create or manufactiue to
bureaucratic tendencies inherent in all large demgdions. The entrepreneur does not in itself guaea
innovation. The entrepreneur must necessarily loeegandent minded and individualistic. Individualissn
highly related to innovation through entreprenearsl the creation of small enterprises (Herbig, ©wold
Dunphy, 1994: 39). Meeting and exceeding the chrangeeds of customers, and an emphasis on markaatihg
the development of new markets should be the keyagement and entrepreneurial strategies. Moreovérg
current turbulent economic environment, develoginganizational capacity to acquire, create, accataybnd
exploit knowledge should be an essential strateggaining a competitive advantage through innovatié

good strategy depends on effective execution, hisdréquires an appropriate system, a capable tetaffi, a
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wide range of skills, and an encouraging and supgomanagement style that fosters an innovativé an

entrepreneurial organizational culture.

3. METHODOLOGY

Furniture sector is one of the rapidly growing sestof manufacturing and mainly composed of SMBAES of
the furniture sector face with several problem®uigh the competition like design, quality, costyduction
problems, qualified worker and marketing. Turkislrniture sector is composed of small businesselh wit
intermittent -job shop- production method. Howevesithin the last 10-15 years medium and big scale
businesses started their operations besides snmilidsses. In general, Turkish furniture sectodpection is
defined as job shop production. In this method potidn is made with incoming orders from the custosn
thus no stock problems appear (Inal, Toksari, 2008). The furniture sector is one of the sectdnerne design
copying frequently occurs. This problem causestatisn of firms to invest and to develop high ciostovative

projects.

3.1. Research Design

The aim of this study is to investigate the relagioip between entrepreneurship and innovation lagid itoles in
competition. Therefore the current situation of flueniture sector is studied and the problems eelato
marketing and competitions are highlighted. Thatreh between innovation and marketing is analytpgéther
with the entrepreneurial structure of the firms.alecordance with this, the effects of entreprertépren the
innovative capacity of firms and perception of finens about innovation for competition and curramovative

actions taken by the firms in product, process@gdnizational fields are examined.

Questionnaire form is composed of five sectionghinfirst section questions about the firms imiwre sector
concerning their production strategies, export pidés and sales are placed. In the second section
entrepreneurial characteristics of the firms asra®ed through Likert scale questions. Within tuatext Likert
scale is composed of 5 options i.e. 1- | strongjsea, 2- | agree, 3- am not sure, 4- | disagrekmn strongly
disagree. In the third section questions abouttheketing mix decisions and implementations offtiras take
place. And in the fourth section Likert scale qigest composed of 5 options are asked i.e. 1- feportant, 2-
Important, 3- Moderate important, 4- Not importalit,Not important at all in order to learn the fantental
objectives of the firms towards innovation. Anotlogrestion with Likert scale is prepared to learthé firms
pursue innovative policies. Within this context éik scale is composed of 5 options i.e. 1-I strprgree, 2- |
agree, 3-1 am not sure, 4- | disagree and 5- hgtsodisagree. In the last section of the questmenmultiple
choice questions are asked about their innovatet®rss, for innovative actions what kind of infortiaa
sources they use, whether they have patented pgmydlithey make benchmarking for innovation andithes

these questions are open ended questions to réflecexpectations and suggestions.
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3.2. Sampling and Data Collection

The study was conducted through questionnairesdorey research, face to face with 350 randomlgcseti
small and medium sized furniture firms registenedzimir Chamber of Commerce. Questionnaires weledfi
by the firms between 15 April-15 June 2009. Questires only filled by top managers are acceptads 803

firms were selected for analysis.

4. ANALYSIS AND RESULTS

All data analysis was conducted using Statistiealkage for the Social Sciences (SPSS) softwaréovei$.0.
Prior to analysis in order to obtain meaningfulutess validity and reliability of the questionnaineas evaluated.
Structural validity of the scale was analyzed \éatdér analysis. Related variables are grouped amed
through factor analysis. For the reliability of teeale Cronbach Alpha values were checked. In tildystwo
sided MANOVA analysis were used to determine thiatian and the effect between the firms’ commeatsttie
guestions about marketing implementations and prereurial and innovative activities together witte
relation and the effect between the firms’ commdotsthe questions about innovative and entrepnealeu
activities. By this means relations and interactioh entrepreneurial, innovative and marketingvéiats of the

firms are examined.

4.1. General Respondent Characteristics

When general respondent characteristics of thesfiame examined; it is seen that 37 % of the fiares
established between 1990-1999, 50.5% are limigdulity companies, 45.5 % are located in Karabadzmir,
37.3 % of the firms are small scale firms employirey 10-49 workers and 65% of the firms work with
intermittent -job shop- production method. 41.1 #4he respondents are owners, 40.3 % of the resgpuadre
high school graduates, and 78.2 % of the firmssasmn as “family business”. 63.7 % of the resporsdéeatlared
that they change their product range, 62.4 % ofithes only work for domestic market, and only 3%a3of the
firms are in export business and of those firmdy @6.7 % exports with their own brands. The fture sector,
despite its employment capacity and number of firnas quite a low share in national exports. Is thanner,
the solution to the bottleneck of this sector réves the increasing of exports. Only a small paege of the
firms make direct exports, where the majority exgbough other firms especially through contradtons in
construction business (Sonmez, Arslan, 2007: 4A088en the sales for the past three years are eedludi % of
the firms declare the drop in sales. This showsatleerse effects of the global crisis on the fumeitsector.
60.7% of the firms state that they produce in tlosin facilities where 67% of the firms use namethadir

company names as their brands.

4.2. Hypothesis Testing

The response rate in this study is high for an stiial survey and represents a good sample fromall s

population.
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The basic hypotheses developed are as follows:

H1: There is a significant relation between thepoese levels to the statements related to markeittigities

and entrepreneurial activities.

H2: There is a significant relation between thepoese levels to the statements related to markeittigities

and innovative activities.

H3: There is a significant relation between thgoese levels to the statements related to innovaotivities

and entrepreneurial activities.

When responses of the firms to the questions adrttugpreneurship; highest importance is given ecathility to
respond to customer demands with 97 %, being aepioi79.2 % has the lowest value. Thus it can be
commented that the firms are shaping their acisithccording to customer demands. Factor analyass w
applied to the variables related with entreprert@pra order to assign new dimensions. The mairabje of
factor analysis is to reduce the number of varglaled to group them in sub factors. The total \mlofethe
variances of the factors are wished to be more 8% (Dursun, Nakip, 1997: 69) and being more th@ab
gives a high validity. According to this, havingsiin, risk taking and being able to form stratefging
dynamic constitutes thEirst Factor “Strategic vision”; being creative, being pioneeanstant developing,
being able to see their own strengths and weakseassestitutes th&econd Factor‘Pioneer”; watching the
market closely, being able to utilize the opportiesi constitutes th€hird Factor “Opportunist”; enthusiastic to
grow, being able to maintain flexibility and varilitty in production constitutes thEourth Factor “Growth”;
being able to customer oriented, open to innovationstitutes thd-ifth Factor “Market oriented”. Factor 1
explains the 16.5 % of the total variance; Factexg@lains 30.3% of the total variance; Factor 3l&rg 39.7 %

of the total variance; Factor 4 explains 48.8% taf total variance; Factor 5 explains 57.64 % of ttitel
variance. Scale reliability testing found that #néfteen items had a strong alpha score (0.75)esting good
reliability. “Risk taking” makes the most importanbntribution with 0.70 values among the variables
Strategic vision “Being creative” makes the most important contribitwith 0.79 values among the variables
for Pioneer. “Watching the market closely” makes the most int@at contribution with 0.685 values among the
variables forOpportunist. “Being able to maintain flexibility and varialii in production” makes the most
important contribution with 0.78 values among tleiables forGrowth. “Being able to customer oriented”

makes the most important contribution with 0.85uealamong the variables fidlarket oriented.

Among the responses of the firms towards the setésnfor marketing, “we supply the highest leveladier
sales service” has the highest value (87.8 %); e/haorking conditions of our firm are in suffici€ntas the

lowest value (31.4 %).

In order to assign new dimensions of marketinghesé variables factor analysis is applied to 3&ab#es. In
the factor analysis variables with low variancesemaken out (e.g. lower than 0.50), and thus faatalysis

can be made again. In these analysis three variatiers lower than 0.50 were taken out of thediaanalysis
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and the factor analysis was applied again. Statssr&n“we cannot promote my brand internationallie
cannot market my products internationally”, “we dot have sufficient financial resources for mankgti

constitutes thé&irst Factor “Source limited”; statements of “we have problemgricing”, “we cannot promote

my products domestically”, “we determine my prieesording to the competitors’ prices”, “working ditions

in my firm are insufficient” constitutes tHgecond Factor‘Follower”; statements of “we design our products”
“we can create authentic designed products”, “wae pedesign our products according to our customers’
demands”, “we supply the highest level of afteesadervice” constitutes tfiehird Factor “Creative”; “we use
non-monetary promotional tools for certain amouhsales”, “due to the crisis we have to sell highality
goods for lower prices”, constitutes tReurth Factor “Promoter”; “we make promotional activities in mat]i
“we participate in domestic and international faodollow the new developments in the market” dintes the

Fifth Factor “Developer”; “we design our products according tstomers’ demands”, “we have the desired

market share”, “every year we can offer new proslucbnstitutes th&ixth Factor “Initiator”; “we can reach to
our customers with the distribution channels”, “pr@duce the goods printed in the catalogues” cutes the
Seventh Factor “Convenience”; “the secret of success in furnit@ector is to follow the technological
developments”, “production technology for produntigives the advantage for delivery” constitutes Eghth

Factor “Techno-specialist”;"'we make marketing research”, “our production caats high”, “product range

varies according to the conditions” constitutes thieth Factor “Observer”; “our design costs are low”, “our

marketing costs are high”, “our labor costs ardhigpnstitutes th@enth Factor “Cost bearer”; “we follow the
standards and legal necessities”, “we make freqadpistments in prices” constitutes tRéeventh Factor
“Law implementer”. Factor 1 explains the 8.066 #ihe total variance; Factor 2 explains 14.87 %hef total
variance; Factor 3 explains 21.45 % of the totaiavere; Factor 4 explains 26.89 % of the totalasace; Factor

5 explains 32.23 % of the total variance; Factexplains 37.50 % of the total variance; Factor Fla&rs 42.53

% of the total variance; Factor 8 explains 47.2@fhe total variance; Factor 9 explains 51.82 %hef total
variance; Factor 10 explains 56.38 % of the totalance; Factor 11 explains 60.85 % of the totabwvee. “We
cannot promote my brand internationally” makes iti@st important contribution with 0.76 values amdhg
variables forSource limited “We cannot create authentic designed products” siake most important
contribution with 0.81 values among the variablesFollower. “We have problems in determining our prices
according to the competitors” makes the most ingrdgrtontribution with 0.73 values among the vagalfor
Creative. “We use non-monetary promotional tools for certamount of sales” makes the most important
contribution with 0.81 values among the variablesHromoter. “We make promotional activities in media”
makes the most important contribution with 0.70ueal among the variables f@reveloper “We produce
depending on the marketing research” makes the imgsbrtant contribution with 0.76 values among the
variables forlnitiator . “We can reach our customers through distributbannels” makes the most important
contribution with 0.77 values among the variabtesGonvenience “The secret of success in furniture sector is
to follow the technological developments” makes mhast important contribution with 0.81 values amahg
variables forTechno-specialist “We make marketing research” makes the most itapbrcontribution with
0.69 values among the variables fObserver. “Our design costs are low” makes the most impmirta
contribution with 0.83 values among the variables €ost bearer “We follow the standards and legal

necessities” makes the most important contributiih 0.76 values among the variables faw implementer.
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In the study also the responses to the statemelated to marketing activities and entrepreneursinigh their
effects are analyzed through Two-way Manova andsHésted. The results of factor analysis are tsest the
statements for entrepreneurship. According to thelyasis results in “Test of between subjects” talthe
existence of meaningful effects of each independanables of each dependent variable is seardhazbrding
to the results, the values lower than 0.05 conBtguthe sub hypotheses of H1, between dependest an
independent variables significant effects are foultdthe 0.05 significance level relations are fduretween
“we design our products” and the factors “strategéion” and “opportunist”’; between “we can creatghentic
designed products” and the factor “strategic visidnetween “we can redesign our products accordingur
customers’ demands” and the factor “growth”; betwé&ae make market research” and the factors “pidhee
and “market oriented”; between “we can reach owtamers through distribution channels” and thedact
“growth”; between “we participate in domestic amdernational fairs to follow the new developmentsthe
market” and the factors “strategic vision”; betwetime secret of success in furniture sector isditofv the
technological developments” and the factor “oppuaiti; between “we increase the product varietyoading to
the conditions” and the factors “strategic visi@md “growth”; between “our labor costs are low” ahd factor

“pioneer”.

The fundamental objectives directing the firms to¥gainnovation are searched and 97% of the firnmk tthat
the most important objective for innovation is t@eh customer demands, 32.3% stated that imitatsnttme
lowest importance among the objectives of innovatibhe customer is therefore a key actor in th@vation
commercialization process for small firms. Custosnean collaborate with firms to assist their newdncct
development process, providing a test market irclvtd explore the boundaries of a new technology, ta
allow the firm to experiment, feeding back recomdegions for future development. To determine théatédes

of innovation objectives factor analysis were aggplto 29 variables. Scale reliability testing fouhdt these
twenty-nine items had a strong alpha score (0.dgpesting good reliability. In these analysis thvesiable
factors lower than 0.50 were taken out of the fa@palysis and the factor analysis was applied nagai
Statements of “to gain image and prestige”, “to lgegwn in the market”, “adaptation to trends” cdtoses the
First Factor “Trendy”; “to decrease the labor costs”, “to dexge the unnecessary stocks”, “to decrease in the
demand for current products”, “to decrease thegesosts” constitutes tifeecond Factor‘Cost diminished”;
“to meet the customer needs and expectations”déicrease the energy consumption”, “to decreaseative
material consumption” constitutes tAdird Factor “Effective customer oriented”; “to increase theoghuct
quality”, “to enable product differentiation (fan¢ same product)”, “to increase the product vatiepnstitutes
the Fourth Factor “Product differentiation”; “to improve the workingpnditions”, “to reduce the environmental

pollution”, “to adapt to the demand easily” stateseconstitutes thEifth Factor “Environment-sensitive”; “to
increase the market share”, “to keep the marketeSrsatements constitutes tléxth Factor “Market share
seeker”; “to imitate”, “to react to the competitorstatements constitutes tteventh Factor “Competitor
oriented”; “to increase the production flexibility"to create new markets (foreign and domestic =)k, “to
create new markets abroad” statements constitheeEighth Factor “Market creator”; “to make changes in
production process (production technology, CNC)e&tcto make timely delivery”, “to create a brand”
statements constitutes tidinth Factor “Intangible difference”. Factor 1 explains the 9.9 of the total

variance; Factor 2 explains 16.73 % of the totalavece; Factor 3 explains 24.27 % of the totalarace; Factor
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4 explains 31.73 % of the total variance; Factexplains 38.78 % of the total variance; Factor plars 44.53
% of the total variance; Factor 7 explains 50.2bRthe total variance; Factor 8 explains 55.82 %hef total
variance; Factor 9 explains 61.14 % of the totalarece. Variable “To gain image and prestige” makes
biggest contribution for‘Trendy” with 0.76 values. “To decrease the labor costs’kemathe biggest
contribution for“Cost diminished” with 0.69 value. “To decrease the raw materialscomption” variable
makes the biggest contribution ftEffective customer oriented” with 0.72 value. “To be able to offer high
profile designs” variable makes the biggest contidn for “Product differentiation ” with 0.73 values. “To
improve the working conditions” variable makes Higgest contribution for “Environment-sensitive”tiwi0.74
values. “To keep the market share” variable makeshiggest contribution fdiMarket share seeker” with
0.78 values. “To react to the competitors” variatmiekes the biggest contribution f&€ompetitor oriented”
with 0.71 value. “To create new markets” variablakes the biggest contribution fuvlarket creator ” with
0.71 values. “To make timely delivery” variable neakthe biggest contribution fémtangible difference”

with 0.81 values.

When responses of the firms are related to innesaictivities, 97.4% of the firms declare that thehovative
activities are directed towards meeting the demamdb expectations of the customers, and 33% ofirtins
declare that they are dealing with imitation (lotweslue). To determine and assign new variablesnfoovative
activities of the firms, factor analyses were agblio 29 variables. To group these variables, VaxifRotation
was used. Scale reliability testing found that ¢hiegenty-nine items had a strong alpha score (G8gyesting
good reliability. “To increase the product varigt§tb increase the production capacity”, “to incsedhe product
quality” variables constitute thEirst Factor “Production improver”;“to create new markets (foreign and
domestic markets)”, “to create new markets abrodtlf, make changes in production process (production
technology, CNC etc.)”, “to create a brand”, “toehéhe demands and expectations of the customaribles
constitute theSecond Factor“Market developer”;'to decrease the energy consumption”, “to decrélasaaw

material consumption”, “to increase the productitaxibility” statements constitute th€hird Factor “Cost

reducer”;"to keep the market share”, “to enable productedéhtiation (for the same product)”, “to improve th
working conditions”, “to reduce the environmentallption”, statements constitute tik@urth Factor “Social
marketer”; “to gain image and prestige”, “to adapted to trénds decrease the design costs” statements
constitute theFifth Factor “Designer”; “to decrease the labor costs”, “to reeluthe increases in stock”
statements constitute thgixth Factor “Productivity increaser”;*to adapt to the demand easily” statement
constitutes theSeventh Factor “Flexible”; “decrease of demand to current productso be able to offer
products with superior designstatements constitute tHeight Factor “Demand creator”;'to react to the
competitors” statements constitute thinth Factor “Challenger”; “to adapt to the standards and legal
necessities”, “to get to known in the market”, “toeet the customer needs and expectations” statement
constitute theTenth Factor “Adapter”. Factor 1 explains the 8.66 % of the totariance; Factor 2 explains
16.83 % of the total variance; Factor 3, 24.31%hef total variance; Factor 4 explains 31.70 % ef tibtal
variance; Factor 5 explains 38.90 % of the totaiavere; Factor 6 explains 45.59 % of the totalasace; Factor

7 explains 50.95 % of the total variance; Factexglains 56.14 % of the total variance; Factor pla&rs 61.07

% of the total variance; Factor 10 explains 65.62fthe total variance. Variable “to increase tlagiety of

products” makes the biggest contribution for “Pratihn improver” with 0.88 values. Variable “to cteanew
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markets abroad” makes the biggest contribution “fdarket developer” with 0.74 values. Variable “to
decrease the raw material consumption” makes thgebt contribution fofCost reducer” with 0.77 values.
Variable “to keep the market share” makes the lggentribution for‘Social marketer” with 0.73 values.
Variable “to gain image and prestige” makes theeg) contribution fo¥Designer” with 0.67 values. Variable
“to decrease the labor costs” makes the biggestribation for “Productivity increaser” with 0.82 values.
Variable “to adapt to the demand easily” makes biggest contribution forFlexible” with 0.86 values.
Variable “decrease of demand to current productskes the biggest contribution fibemand creator” with
0.77 values. Variable “to react to the competitarsikes the biggest contribution fa€hallenger” with 0.81
values. Variable “To adapt to the standards andl legcessities” makes the biggest contributiorf Aatapter”

with 0.63 values.

In the study the responses to the statements delatenarketing activities and innovative activitiasd their
effects are also analyzed through Two-way Manowa ld8 is tested. In results of factor analysis eslato
statements for innovation are used. According ® résults, the values lower than 0.05 constituthregy sub
hypotheses of H2, between dependent and independeiatbles significant effects are found. At th@3.
significance level relations are found between igleisg their own products” and the factors “demanelator”
and “adapter”; between “being able to redesign alting to the customer demands” and the factors Ketar
developer” and “adapter”; between “products ardghesli depending on consumer researches” and thargac
“social marketer” and “flexible”; between “we makearket research” and the factor “adapter”; betwéaes
participate in domestic and international fairsfalow the new developments in the market” and thetor
“market developer”; between “we supply the higHesel of after sales service” and the factors “aeslucer”
and “challenger”, between “every year we can offew products” and the factor “adapter”; betweere “tecret
of success in furniture sector is to follow thehtealogical developments” and the factors “markatettgper”,
“social marketer” and “adapter”, between “we makemotional activities in media” and the factorost
reducer”, “market developer” and “challenger”; beem “we use non-monetary promotional tools foraiert
amount of sales” and the factor “cost reducer"ween “our marketing costs are high” and the fatflexible”;
between “we determine our prices according to thapetitors’ prices” and the factors “social marketnd
“challenger”; between “technology (flexible) useat foroduction upon orders, creates advantage fiwedy”’
and the factor “challenger”; between “we incredseroduct variety according to the conditions” #melfactor
“challenger”; between “we can create new markets! the factors “production improvement” and “design
between “our labor costs are low” and the factarsst reducer” and “market developer”; between “virmgk
conditions of our firm are in sufficient” and thactors “cost reducer” and “demand creator”, betwésm
design costs are low” and the factor “market dewetty between “we cannot sell our products in forei

markets” and the factor “challenger”.

In the study also the responses to the statemelgiied to innovative activities and entrepreneyrsind their
effects are analyzed through Two-way Manova. Theulte of factor analysis related to statements for
entrepreneurship are used. According to the reghksvalues lower than 0.05 constituting the sybetheses of

H3, between dependent and independent variableffisint effects are found. At the 0.05 significanievel
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relations are found between “to increase the produality” and the factors “strategic vision” angidneer”;
between “to increase the product variety” and thetdrs “strategic vision”, “pioneer” and “opportstii
between “to increase the production capacity” dredfactor “growth”; between “to make changes indquation
processes” and the factors “pioneer”; between “é@nthe demands and expectations of the custoraadsthe
factor “growth”; between “to adapted to trends” ahd factors “opportunist”; between “to increase tharket
share” and the factors “strategic vision” and “gtbiy between “to adapt the standards and legal swiies”
and the factor “pioneer”; between “to reduce theréases in stocks” and the factors “strategic wisiand
“growth”; between “to reduce the environmental pttin” and the factor “growth”; between “to decseahe
raw material consumption” and the factor “growtlietween “to create new markets abroad” and theifact
“growth”.

47.2 % or the firms declared as being involvednimovative activities. The sources for innovativioimation
and ideas are; 60.1% from customers, 53.5 % fradetrfairs, 43.9 % from internal sources, 41.6 %nfro
marketing department and 40.3 % from productionadepent. When numbers of new products, which are

introduced by the firms annually, are searchedas seen as 32.3 % of the firms introduce 1 to 9preducts.

To increase their innovative activities, firms demgrimarily decrease tax and the compulsory se@alrity

payments as well as increase their financial ressur

5. CONCLUSION

The increasingly changing global business envirarimie characterized by integration, rapid technimalg
changes and growing competition and has forcedrgnges to find new ways of competing effectivelihe
need to be superior in competition forces entegpri® be innovative in all areas of business dgtivihere is
considerable overlap between entrepreneurshipraraiation. The choices of the customers relatddrature
are highly changeable. Therefore firms in this @ebis to follow the changes in the market conbtatd be
able to understand the needs and opportunitidsiritanging market and thus have the entreprehspiia to
be able to make the necessary changes in theiugtroainges and production processes. Furniturersdming
affected highly by demand depending on pleasure fasdion, needs new product designs for competition

Changes in production processes have considerfiblitseon production quantities and cost factors.

The findings of the paper, about entrepreneurshighest importance is given to the ability to raspdo
customer demands, but being a pioneer has the fowadise. Thus, it can be commented that the firmes a
shaping their activities according to customersnedads. In accordance with these findings, the et

firms declared their innovative activities as actem to the demands of the customers.

In the study the relationship between marketing iandvative actives were investigated. It was fotimak the
firms, with their strategic vision and opporturistiehaviors, can be able to design their produitstiveir own

sources and via this they can be able to createad@rand adapt to changing market conditions. It alas
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found that redesigning the products in accordanitle the customer demand and having features asrkema
developer enable the firms to follow and adaptdhanges in market. The firms also declared that greduct
designs may be affected by the consumer reseaactiebe flexible in their operations. The firms miyito learn
the wants and needs of the customers, strategigbeoftompetitors through market researches show the
characteristics of pioneers and market orienteshdir With this practice, they can adjust their piduto
changing market conditions and customer demancdhaBticipating the domestic and international fairdearn
the latest developments and also having a stratégjimn the firms can expand their operations iw mearkets
and through high quality after sales services tirasf can decrease their costs as well as gainmeggth in
competition. Besides these, it was found that,ughofollowing the technological advances in thet@eand
through following the market opportunities, therfg can able to expand their markets, performingersocially
responsive marketing activities and be able to ataphe changing market conditions. The decreddabor
costs will enable the total costs to decrease arel gpportunities to access into the new marketcr&ase in

the design costs may also help in accessing newatsar

The study has found that entrepreneurship and &th@y activities are related to each other. As fih@
achieves to have strategic vision than it may satde increasing the product quality, product vgrienarket
share and reducing stocks. If the firm is a pioritkan it may increase the product quality, incretseproduct
variety, change production processes and adapetstandards and legal necessities. When the ditabeled as
opportunist, it may increase the product varietg adapt to trends. Whereas if the firm aims to giomay
increase the production capacity, meet the demandxpectations of the customers, increase thketnsinare,
reduce stocks and environmental pollution, decréhseraw material consumption and create new msurket

abroad.

For the entrepreneurial managers of small innovixtars, who feel that they have the necessary messuand
competencies for the innovation, will proceed withovative marketing practices via competitive pretdmix
supported by the encouraging appreciation fromatusts about their new products as valuable. Innmvat
support systems for small and medium sized firmsdn® recognize that the entrepreneurs prefer pboix
market opportunities and implement flexible strégegand tactics rather than preset unalterablespéard

models.

The findings have several implications for furnguirms. Firms in furniture sector have to makehhguality
market research to learn the needs of the custoa®emsell as the marketing environment in order tken
production with demanded quality levels and to dtatrong in a competitive environment. The inforiomat
obtained from market research should be used ferpreduct development, design and redesign theugtaxh

processes necessary to maintain competitive primshscand operations.
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VI. GOVERNANCE WITH PROFESSIONALS IN FAMILY BUSIN ESSES

Mazhar Izmiroglu

Honarary Consul of Republic of Slovenia

1. INTRODUCTION

Family-owned firm is the most pervasive and oldestn of business through the history. The oldestifia
business is a Japanese fifrausi Onsenestablished in 718, still in business and the 4theration of descendant
is on duty. Family businesses create 60 to 90%RFPSIn free marked economies and represent arcdtdo® all
registered companies. Most of the largest enterpiiis the world are family controlled. They oftammerformed

non-family firms and on average they exist longramttheir counterparts.

Nevertheless, their importance is being recognizelg recently. Many prestigious business schods IMD-
Switzerland, Insead-France, Kellogg-USA and Boétaty are establishing special centers to puttlggats on
how family businesses can better profit and coetimAssociations like IFERA (International FamilytErprises
Research Association) and FBN (Family Business Ne{yvembrace thousands of business owning families
around the world. Recently, many giant companies amducting special training programs to supplogirt
stakeholders to perform like family firms and matoympanies providing financial services are increglyi

focusing on them.

No doubt that, successful performance of thesesfinais great importance for not only owning familes also

for the national economies as well. But, it is wWwocbnsidering whether all family businesses endimek succeed
generations. Surprisingly, average life span ofiffalmusinesses is only around 25 years. The lowisgal rate of

these firms is well known. Less than 30% last i® second generation and only about 10% can ntakethie

third.

2. FINDINGS OF A SURVEY

According to the findings of the survey conductedimajor cities and 100 companies in Turkey rdgentost of
the business-owning families (60%) regarded insbinalization as one of the foremost challenge tfamed in
business life. Good news is, working with professis is being recognized and valued in general. iBaas s,
there are common complaints about difficulties éoruiting and retaining the talented personnel, Bufamily

businesses complainants are not only owners. Nmilyf@mployees are also complaining.
We all aware of difficulties in recruiting professils especially in rural areas as they often alamdting in less

developed regions with their families and look foe occasion to leave. On the other hand, theweamng upset

mainly to be dependant to the families for decisi@ven they are authorized to make. More often,ncom
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tendency is to pull outsiders into the hierarchystem of the owning family. Those doesn't fit aceléave,

otherwise face constant and endless conflicts faittily members.

According to replies of respondents, 65% of thenofad non-family executives co-work with family teas.
Only 25% are in favor of the outsider take conénodl lead the company alone. Besides, for most coiepé33%)

only family members can be in charged of key posi

In family businesses, cultural habits and tradiigrevail. Loyalty and respect to seniors and riepotare
common behaviors in general. Such irrational factmcluding lack of trust towards professionalsresgnt

common governing philosophy of most business-owfangjlies.

No doubt that, institutionalization means to systée@ not only company interactions but also thmilfarelations
as well. We know, many healthy businesses have @estinoyed as a result of family disputes rathan thusiness

failings. Strong performance doesn’t always traesiato longevity.

| am not going into details as this is another eph@nd out of the subject of my today’s presemtatAlthough
findings of the research mentioned afore indicatwleying professionals is regarded as an advanbggthe
business owning

families, owners seem not to be ready to hand mies to outsiders.

3. MUTUAL RESERVATIONS

Family business leaders are often uneasy to pufamily employees into key positions. First of alytsiders are
being regarded as a cost rather than an investrieatlers also worry that the non-family employedksnet be
as hard working, loyal, committed and trustwortlsyfamily members are, or that practical businesssedge is
not much as family members. Additionally, thereaigpossibility of the outsider may want an equitythe

company.

Besides, how well they will get along with the ngetneration and non-active family members? Andtwabaut
the horror stories have being heard about outsiddrs at least try to take control of the businessstart
competing with? On the other hand, non-family engpks also have many concerns of their own. Firali,owill
they be treated on a par with family members? ‘#lir voice be heard in the company? Will theydfan
opportunity to advance? They are also hearinghttreor stories. Will they be asked to take sidedaimily
conflicts? What if to be expected to work withinoompetent who is in a superior position only hessahe/she is

a member of the family?

To achieve long-term success, the family businegseds on the fruitful collaboration between theihess-
owning family and its non-family managers. Thislgdbr understanding desires, fears, needs andceatns
reciprocally and this calls for a new behavior be part of the family, especially leaders. They g to

understand what it is like to be in the positionaof outsider. Conversely, non-family executives s to
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understand the family business “system” to perftiatter their roles and work with the family towargsching

their goals.

Some businesses owning families put “family” fingtile others put “business” first. It is often as®d that, one
set of interests need to be chosen over anothegither style of operation alone can cause sefwablems. In
fact, both family and business domains are cruanial require equal care, neither need to assumenadnot role.
Instead, respect for the needs of the business Ipeubtilanced with family concerns if the family iness is to

endure. No need to say, the first option represene challenging case for the non-family employees.

4. DIFFERENT PHASES

Talented non-family employees are often the keynelg for the success of family businesses, thoingh t

relationship between family members and outsidestili one of the least understood.

Regarding the process of hiring and retaining detsi, greatest difficulties occur mainly in firstrgeration. The
company is small, the family is not used to workhwiutsiders and the owner is more controlling enaybe less
trusting. All family businesses serve primarily émploy family members at the very beginning. Howeaes
business grows, the nature of employment chandes.effective organization of labor becomes as itgmras

hard work.

By the second generation and further, the busioessng families will accept non-family managers as
necessary part of running and thriving the busimegsthey will also become more experienced. Trewedge,
competence and skill of individuals become incneglyi specialized and coordinating becomes even more

complex.

5. WHAT ATTRACTS / DISCOURAGES OUTSIDERS?

In most countries, family businesses are votedtlier best companies to work for. Many people findsth
companies attractive places to work. What is thénmaason for such common evaluations? Is it jpbsgbp

positions to be reached within a short periodraktor better payments than other companies?

Before answering these questions, one needs tasiadd the motives of employees who can not eveeaxor

doesn’t want to be the CEO of the company.
Many outsiders are attracted to a family firm’s Ammeaucratic structure, friendly attitude towardpdoyees and
owning family’s values, deep culture and popularBpme see an opportunity to enhance personnethwaatl

also to have broader authority and responsibilttias they might get in publicly owned companies.

Nevertheless, they may feel uneasy for a varietgasons;
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Particularly, when the family engages in extrempatism, in both placing and promoting family mensbogrst
because they belong to the family not becauseaheyualified and when an inequity of rewards taabr family
members over them. Sometimes they don't fit indbkure of the family business. Additionally, thenfily firm

fails to stay competitive as closes itself to inatbon and change.

So, in such cases insufficient opportunity for atheament and creation personnel wealth evolvestaadkind of

working climate discourage outsiders.

6. RECOGNIZING BENEFITS

In fact, leading a family business is one of thestmmomplex jobs imaginable. As a family businessiér, the
point to start is to recognize outsiders benefitiryagompany. Well chosen and wisely managed nonkami

employees can play valuable roles in family firfisey enable your business to grow.

We all know in the long term, family businessegnpany strategic advantages over their competilibes trust
and integrity in relationship, longer term view,liy to make quicker decisions, greater loyaltyesfiployees and
higher commitment by family members. But rememkeme of these advantages can be a two-edged skard.
example, commitment towards the founder’s strategy lead to inflexibility in the face of economibance and
advantage of being so patient may fail to respamdopportunities and threads as well. We know some
disadvantages like aversion to risk, inflexibilapd lack of fresh insights may not be lethal inyedays but may

easily become threats as the company grows, mar&etres and the conditions changes.

Family businesses particularly that reached furfierses after foundation, should consider inpuhfromn-family
executives. This can be in the form of a managertearm or a board of directors supported by peoplese
expertise and style are different than those ofdhder. Especially, if they come from other comesaithey bring
knowledge, working discipline and experience gaibetore, thus, complement the chief's skills. Tefxehe
strategy fresh, try to include outside top exe@sivn your board and provide room for new peop#l d¢vels of
your organization. Studies suggested that, compameefit from having 25% new faces every five gesreach

level of the management structure.

Here are some worth mentioning benefits your nanidfaexecutives can bring to your business;

6.1. Diversity of Thinking

Business growth needs larger pool of qualifiednisehan one family can supply. Besides, as youmnpamy
grows, you will inevitably need more middle and appnanagement team. If top positions are limitedataily
members, the business will be confined and statively small. You will be investing more money tiyou will
be getting more highly talented people into youwgamization. Additionally, you can gain the advasetad their
fresh ideas and benefit from diversity of thinkiwhich will help the company stay competitive anddwmative.
Input and insight from talented outsiders, reinésrcstrategic thinking and ultimately makes it paifrtyour

company’s business culture.
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6.2. Culture of Change

Change is a given and the pace of change is ewelemating. Management today means effectively miaga
change. Competition is intensifying, product lifgcies are becoming shorter and rapid change depescthe
value of knowledge. It was really possible in tlastfor a business leader to create a strategeessi@and make it

last for many years. Today, during their tenureadérs are facing several waves of strategic rdnewa

In many small businesses, owners are hesitant velaje even middle management team, because they see
outsiders as an expensive overhead. They oftetotdo almost everything and use to fix their owokpems
themselves as they have the privilege of making then mistakes as an entrepreneur. Besides theaHatthey
can not do, they even don't have enough time toktkirategically and generate new ideas. They lautichp that
make impossible for the company to transform. Esflgovhen so much power rests in one leader andnwie
isolates himself from outside input, the organmatcan become very stable and resist change. Brirobe of
today’s managers is to facilitate good job rattmantdoing it themselves. You must give them marneqy and

responsibility and count on them for being parthef process that implements changes.

6.3. Establishing an Effective Board

We all know, the board of a company is charged witbrseeing the operation of the business. A sagnoard
is an instrument for turning organization noiseoiftarmonic progress. Surveys suggested that, naosiyf
companies that have lasted for more than one gémeraave some independent directors on their tsoahd
ideal board should consist of at least a signiticaninority of experienced, qualified and impartialtside
directors. We also know, in some business- owramgilfes, family members who realize the potentfado active

board, have voluntarily relinquished their seatmtke room for outside directors.

Nevertheless, business owners are more often aglutd have a board with outsiders, fearing thel lse
control of the company, at least their decisiondl we challenged and especially their privacy whé
compromised. However, many owners conclude that ithiéal fears were unfounded and outsiders hadded to
quality of board decisions. The best insuranceregdéakage secrets that might hurt both the cognpad the
family is to have nothing illegal or unethical twlé. While outside directors should amply be conspged, those
who are motivated only by money alone aren’t gobdiaes. Many business leaders agree to serve adsoé
family businesses mainly because they like to stize® knowledge and experiences. A proper baldatereen
internal and external directors is vital. For exéamm a board of eleven, even having 3 or 4 indépet directors
may be suitable for the beginning. Similarly, theh®uld be a balance between family and non-fadiigctors.
Board with too many family members may end up fiomihg like an executive committee. Like non-family
directors, family members should be chosen forgihality of judgment they can bring to the board. iNm®d to
say, besides familiarity with the business and @irkmowledge of economics and management, loyaltihéo
family is an important requirement of outside diogs. Remember, best outside directors are ofte®@’'€Bf the

other companies.
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6.4. Succeeding Generations

Top non-family executives can be helpful in supipgrsuccession process in many ways. The firstfar@most
is mentoring children and help prepare them foddeship roles in family businesses. So, many fasilise
outsiders to direct career development and evaluioyoung family members. If family business isstarvive,
has to have leaders for the future. Career devedopis essential to the continuity of all familydnesses. The
appropriate period of the mentoring needs to beieB4al years. Avoid mentoring to one for a longieof time.

By using variety of mentors over time, the mentagaths new perspectives and diversity of role madel

6.5. Non-family CEOs

In family businesses, despite the desire to kepfddaadership of the business in the family, it nsaynetimes be
necessary to assign an outsider as CEO. For exaaplacumbent leader died unexpectedly and the hee too
young to take the helm. Or, the leader likes togetnd no one in the next generation wants théeleship or is
not ready. Furthermore, in case of temporary ompeently absence of the leader, a trusted nonyaswgcutive

can step in and run the company. It is just likérsarance policy.

In such cases, outside executives function asdgdtetween generations. The leader may tranderahtrol of
the company to a non-family CEO preferably withie brganization. Then, he/she begins to mentosibeessor.
After an adequate period of time, the successaunass control. A respected outsider can implemeetiee
changes more easily than a family successor. Meredamily members must be enlightened about thessty
for his kind of operation. This model works well,the right person can be found in filling the imte slot of
leadership in family business. By the way, it wortientioning that, it may sometimes be difficult find a

candidate with required qualifications.

Ideally your non-family CEO could be promoted withBut if you need to consider an outside CEO,
Look for someone whose personality is compatiblgh family members, vision and strategy match those
of the family and who will have credibility both the business and the family,
Everybody in the family must embrace the decisiou need to explain the reasons for this assighmen
also to employees to secure their support,
One of the most important responsibilities of thsaer CEO is to train the next CEO from the famil
So, he/she should have the ability to mentoraath the young family members,
Make it clear that, the new leader is in charge ,ndon’t let employees bypass the new CEO and go to

the previous with problems. You need to remind tloditine proper chain of authority.

6.6. Set an Example
Last but not least, outside executives set an ebafop other employees- including active family nimars- to
follow and enhance standards of professionalismtemsfer family’s values and ideas and assure thenfamily

is solid and trustworthy.

All these roles offer some extend of comfort to ignrmembers that there are supporters by their wideelp them

meet the challenges of governing a family business.
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7. SOME DO s and DO NOT s

Entrepreneurial behavior reflects the desire fdalteontrol and being at the very center almostryghng.
Consequently, business owners often doesn't lilented outsider’s pressures on them towards corifigrrio

even basic management principles and prefer toangeople who will probably not challenge their toh

Using consulting firms in recruiting outsiders hdeen avoided as this process is seen costly. Merecommon
tendency is to hire people who are looking for la, jmstead seeking successful performers currawblking in
other companies.

As a family business leader, you must seek to thigebest people. To be the best, try to find arepkbe best.
But, you need to be sure that non-family candidwailels values that are similar to those of the fgrmaitd the
company culture. You must not forget, your approadh affect the company’s ability to attract anetain the

talents.

It will be the best to promote within the compaifypossible. As their loyalty, trustworthiness atadents have
already been tested. Besides, inside candidataualderstands the dynamics of your family businesscarporate
culture.

Do not expect an outsider to exhibit slavishly dlioyalty. Naturally, outsiders consider their ofamilies best
interests. It is your challenge to convince thers lies in serving your family business.

8. SOME HINTS

Here are several hints about both recruiting atalrmieg non-family employees;

» Look for people who are better than you. Remember yeam will carry you to success,

» Consider non-family employees as an investmentratian an expense. As stated before, owners who

try to do all the things themselves don’t hamewgh time to think strategically and generate iteas.
The job of a leader is not  merely to run thenpany but to lead change and create the environthant
encourages new ideas. Thus, it makes  sensweéstiin enough people to allow you time to envisio
the future as opposed to being captured by dayjo-d operations,

» Allocate adequate funds for training and developmenfortunately, in many organizations employees
are not being  trained and developed sufficjefat their future roles that limit the company’areer
paths to executive levels. Do not  try to savenay by means of under-invest in training. Dony sa
training is important and than cut back on theniraj  budget. Search out the very best traicmgrses
and seminars for your people. Furthermore, avoieciag anyone into your managerial team who
doesn’t want to improve his/her skills,

» Hire people to built for future roles rather tharfitl an immediate open position,
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Prefer people who have abilities that are not atiel within the family. So, you can multiply thdetats
instead of duplicating them,

Clarifying expectations is crucial. Secure puttéxgpectations of both sides on the table befordnitteeor
promotion is completed. It will be possible &aluce misunderstandings and eliminate disappoirttmen
Thus, outsiders will be able to know the limitstbéir power, the procedure of how their performance
will be evaluated and potential career paths thataaailable in the company. On the other sidejlfam
will know about outsider’s career goals, compeisati expectations and values,

Create an organization structure for employeesdeenup through. Titles mean many things. Outsidérs
least will have a sense that they can move uparcttimpany. Create career paths for them,

Adopt a family employment policy in which every eloyee will deserve his/her position in the company
regardless of being a member of the family dr 8bare it with your key outsiders,

Design a compensation policy that applies to alpleyees, which stimulates and rewards performance,
contribution and  innovation rather than lengttservice. This kind of compensation system willphe
outsiders think and act like owners. Besides amyprofit share incentive available to all emplege
consider non-financial incentives as well.

Make your non-family executives part of your teahhis can be achieved by convincing them that
greatest awards lie in  serving your family busmeBeing treated on a par with family managers,

honored with respect and recognition will do Share complete information with your key outside

executives, involve them in strategic planning dedisions, communicate them the family succession

plans.

9. SOME CONTRADICTORY CONCEPTS

9.1. Nepotism
Some business owning families preserve an expent#tiat only family members must lead the compahitew
others focus on professional qualifications andeeigmce. The latter choose the candidate who hashést

competencies for the job, regardless he/she imdyfanember or not.

We know that, the success of the family busineggdés upon balancing the logic of family and bussné&leither
must be put before the other. Nevertheless, nepasiof crucial importance as family members aredgbardians
of the survival of not only financial but also salcand cultural assets of the family business. Vs often raise

such a question: how much nepotism is good anchat point it is bad?

Family participation and leadership is critical itgput family values in the company which is the oost
important side of the success. Many family busieesievelop formal employment policies for familymieers.
Development of these policies is associated withiticrease of the size of the business or the yamihen the
business reaches a definite size, specializationrhes a norm and competency and qualificationsrheamore
important. Also, increases in the size of the fgnailso need to standardize and formalize the emogess for

family members.
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Family employment policies stipulated standardseiairy into the business, create requirements deamcement
and promotion. These policies require family meralierhave qualifications at least equal to thoseut$iders.

Most policies state that, no jobs may be creatgutople moved to make a way for the family member.

Conventional wisdom says, jobs shouldn’t be creatgzkcially for family members. | am not in favdrceeating
extra additional positions because a family mendaert get a job elsewhere. But, sometimes it magdbed to
create a place for highly talented. Why not betiveaand establish a position to take advantagbeprospective
young family member if both the business and thmilfawill benefit? You can extend that adaptability non-
family employees as well.

Otherwise, wouldn't valuable opportunities be mikse

9.2. Is Personnel Turnover Lethal?
Most family leaders as they often suffer with thersage of talented people, avoid turnover. Ovegirgafor long-
term employees to reward their loyalty is a comraarctice as it saves the cost of replacing thenveNkeless,

there is arisk  for the organization.

As the business matures, the managerial team amgeether. This, inevitably results in an organizadio
stagnation. Besides, there is another risk. The tedl all be retiring at about the same time. Thaans a great

loss of corporate memory and years of vast expegien

Look at the age pyramid of your organization. Ifugdbusiness is overloaded with aged executivesy you
organization chart looks like an upside down pyihnti is your challenge to shape your organizafigmafile
such as an original pyramid. You must plan well by enough ahead to hire young and talented pemsipbd can
be developed over a period of time. Younger geimratill be at the bottom and there will be manydiaates

available for promotion who are ready to take mamior-level challenges.

Assess your middle managers, not on their pastibatibns but on their potential for top managemeasitions.
If it is lacking, it means it is the time for theimfind another job. Maybe, some of your good peapill leave for
better opportunities offered by other companiesnDbworry. Imagine, if no company wanted any ofiypeople.

Just try to keep the very best among them.

Regarding to the succession process, successonsuelg establish their own management teams the¢tm
business’ strategic needs. At that time the forteader's non-family managers need the successesjsect. A
good balance is needed to be established betwawanrihg past contribution and building for the flduSome of

them will leave voluntarily.
The important thing is that, it needn’t be leftttee successor to do. Otherwise, your heir will bgarded as a

person who cops off heads. That kind of reputaisonot good neither for him/her nor the family.nécessary,

cleaning the house need to be done gracefully egfénably by the incumbent leader before leaving.
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9.3. Is Non-Family Executive an Impediment to Sucesion?

As a matter of fact, the transition period from a@@meration to another is a period of uncertaiotyeimployees.
Key outsiders hired by the older generation alwiags$ threatened by the process of change withirctmpany.
Ironically, they may easily become impedimentsuocgssion and change particularly when siblingsabmut to

take the helm.

Non-family employees may become unhappy and suspicivhether the next generation leader will appteci
their contributions to the company in early dayssiles, they may be so worried about the job sgciill they
still have their jobs? (Usually, but not always tthe system going to be the same? (Probably W6l) their role
change? (Probably yes) Because of these unceefiittis a common scenario that, they encourag@ttumbent

to stay in power.

In co-partnerships, the most common leadership imfmlefamily businesses especially in these daisjngs
must act as a unit in their relationships regardinty such outsiders avoid sending mixed messagéseim. It is

advisable for the incumbent leader successoraalki each other about the future of the non-faewgcutives.

In family business, it is naturally expected familgembers hold top management positions. Non-family
employees need to understand and accepted théndacthey will never be CEO and must truly devbemselves

to the development of the next generation. Thesdabe appreciated highly by the family. Besidesard such
attitudes well. But, some outsiders have an ambitiobe in the top positions and cling to the lighat, one day
they will become CEO. When non-family executivestae that illusion, they may hinder career devaiept of
next generation family members by keeping themoddhe information, denying them encouragementaady

parents about their offspring unnecessarily.

Be clear with them when you have set a goal of kegmerely family members in the top positions de
prepared to take action if an outsider doesn'titgéh case your top non-family executive leavey ywed to make

sure that your company is not overly-dependentranperson.

10. COMPENSATION POLICY

Your challenge is, to be sure providing sufficieampensation to attract, retain and keep bestdmrshappy and
motivated. Of course, it will be a good startingrmpdo gather information on market rates for kegitions. You
must have a package for your excellent outsidelgixess that combines a market based salary withnitices that

gives long- term perspective.

To provide stock is a commonly known practice om $labject. This option makes your company moracitire

for outsiders and will be cheaper as it doesn’tiregcash. Nevertheless, it is not advisable fonew to promise
or suggest this option, as it will dilute family oarship and create conflicts in case of executilegise. Besides,
presents legal and administrative complicationsalsd it is often difficult to value. We can sayplypabout 5% of

family businesses offer stock to employees.
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For these reasons, most families prefer applythgrooptions than stock ownership such as;

e To allocate a sum of money,

» For working in the company for a fixed period ohé or stay until some age keeps the outsider fong
time in the company. Disadvantage is, profitabilityiot taken as criteria.

* Bonuses,

* Applied as a percentage of profit which will begaiut over the next, lets say 3 or 4 years. It vaddis
performance. The disadvantage is that, it is nog4term oriented.

* Shadow stock,

« Itis the equity without conferring rights of owsaip. It encourages employees to think about lengt
goals. The disadvantage is, the difficulty of mutivalue on the shares in case of outsider redinddike
to cash his/her shares.

« Non-company investments,

» This option offers equity in any other investmewfsbusiness-owning families. It strengthens ties
between the outsider and the family. The risk &t tinvestment may loose money instead of making

profit. Nevertheless, it will be the family’s monayrisk, but failure always brings disappointment.

Whatever type of compensation you apply to rewandr ytop talents, try to consider through all thglas and
possible consequences as thoroughly as you can. nYusin't forget, compensation is only one aspect of
relationship with outsiders. Of course, they expiecbe paid and compensated sufficient, other factehich

underlined previously count much as well.

11. NON-FAMILY MANAGERS’ EXPECTATIONS

Your non-family executives naturally have many estpons. Most important ones are as follows;

* Want to be treated fairly,

» If your family’s intention is that, only a family @mber can get top management positions, non-family
managers need to know that. Such transparencydisagurage some outsiders with high ambitions
from even applying to your job offer.

e As discussed earlier, having a family employmericgpgive some measure of comfort from the fact
that to achieve positions in the company is basederit for all, including family members. Everyone
needs to meet high standards to earn the privoégening and being promoted in the company. Alse
compensation policy will convince non-family manege¢hat the family is fair and there will be no
perception of inequity between executives relatetthé rewards of employment.

*  Want to have word,

e They want to be listened as they want to contritbaitgour company. If you respect them by listentiog
and following their advices, they feel they arevalue. So, their pride and motivation are enhanced.

* Need praise and recognition,
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One of the simplest ways of sharing business sacdes to share credit generously for the
accomplishments. Former leader of The Coca-Cola pamyn Mr. Woodruff said, the best family
businesses we know are those takes the attitutie'tveowe our employees more than they owe us” and
their actions match this attitude. Regard themaas gquals instead of the hired helps.

Want to be involved in decision making,

Participation in decision making and especiallgtirategic planning shouldn’t be a privilege only floe
family members. When you add non-family executiweso the process, you will get the benefit of the
fresh, innovative and broad ideas that they camgbaind will get their support as well. But if yoartdt,

you will send the message that they are in thenlegsi not to contribute but to do what you tell them
do.

Like you to share information,

If you want to build trust with outsiders, you needshare information and communicate openly with
them, that may include some knowledge of the farailg its problems and to some extend regarded as
sensitive, such as profit and loss statements andiledge of the family members who work for them.
This is because owners feel uneasy. But it willMoeth the stretch in the long run.

Need to have relationship with the outside world,

Some business owners try to keep their non-fammipleyees from the outside world as they think and
fear that, the more external contacts they hawentbre likely the company is to lose them. Convgrse
this attitude prevents the outsiders getting peakgrowth and broader professional network. Inngtu
they will have less to contribute to the company.

Want responsibilities compatible with their talents

In this regard, it is necessary to have a caretir fpa your non-family executives like you wouldvesfor
family members. Ask yourself, whether your orgatiama designed to offer room for them and they can
aspire to the high levels. Large businesses wilbpbly have little trouble in providing opportuesi but

for small businesses it may be difficult. In thesses, family employment policy can especially bezo

a very useful tool.

Want to have good relationship with successorsfamily members,

This kind of relationship begins at the very eaisiges of your businesses, when the children ase ve
young. You need to show and teach your childrehtti@non-family employees are of great importance
and value to the business and have a stake irutoess of the company. Help them to realize howhmuc
they can learn from talented outsiders. You mustaseexample for all, if you treat your non-family
executives with respect and fairness. No doubt ti@tonly your children but family members andesth
stakeholders will follow you as well.

Want to be trusted

The growth of the business depend on the chiefudixeccan delegate and trust others. Trust must be
mutual, building of trust has to be initiated mesirticularly by the business leader. One of thetmos
intensives for the involvement of non-family exdees is your ability to trust others as a leadezgid

by being trustworthy yourself. Be open, consistant willing to share power and authority and to
delegate meaningful responsibilities, have emp&ihgthers. When you adopt such attitudes, youiiasp

your outsiders to trust in return and committegidar family business.
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e An environment of trust and respect combined with dpportunity to grow and authority will persuade
the most talented non-family executives that, ithisir best interest to serve the best interestgoaf
family business.

12. CONCLUSIONS

If your non-family executives;

13.

» Are ambitiously interested in and try to understéandily business issues thoroughly,

» Realize that the business needs the family as lthegme stewards of the business, don't threat yamil
control and support succession,

» Accept that ownership is out of the question antbbhéng CEO may not be on the table,

» Keep the distance and always remember that they@trenembers of the family and act accordingly,
even if treated almost as a family,

» Keep in mind that, owner’s children are their meatued assets, mentor successors and help younger
family members prepare themselves for future lesidprroles, particularly that of successors toGE®,

e Don't get involved in family disputes, avoid chaogito side neither with one generation or the ottwer
between family branches,

e Loyal to the entire business instead of any mendvepart of the family, win the respect of family
members, try to enhance their political capitalasaof the fact that, the more p.c. they have tbheem
possibility to be heard, thus contribute to theifgtusiness’ success,

» Emphasize team work and see themselves as meuoflibesfamily’s team, and last but not least,

 Empower employees, understand family culture ahgiega thus set an example for all,congratulations f

your success in hiring/retaining valuable outsidkes help where your family business wants to go.
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VIl. ARESEARCH ON ENTREPRENEURSHIP EDUCATION AND D ETERMINATION OF
ENTREPRENEURSHIP PROFILES OF UNIVERSITY STUDENTS: SAMPLE OF INONU
UNIVERSITY

Mehmet Karahan
Inonu University

1. INTRODUCTION

For decades, unemployment rates have increasedgtiwat the world. Young people in particular have
difficulties entering the job market; one reasorhiat they lack work experience. Education doespmevent
unemployment, and many university graduates cafimot a job. To address high unemployment rates,
politicians have suggested that young people shendmhge in self-employment. Some universities saded

to offer courses in entrepreneurship education. él@r the same work experience that is requirdihtba job

is necessary for starting a business. Thereforah@®majority of school leavers and graduatesepnéneurship

is not a viable option. In addition, many young jpledlack career maturity and the confidence to medweer
related decisions that would also empower themipsdpgically to engage in entrepreneurial activitiBtattner

et al., 2009:305).

While development in science and technology quiakignge the structure of a society, they also asmdahe
economical and social value of an entrepreneureaantcepreneurship. As a reflection of this, entrapteship
based on individuals and individualistic skills oesnin front and intellectual productivity capaaitfya person
gains importance. There is a need for our conteargaentrepreneurs to go beyond the classical ewimepr
identity & profile. This new style entrepreneur ik the most important driving force of organinas for both

national & international competition (Arslan, 202p:

The development of skilled entrepreneurs requited dreation of a new culture and it became necgdsar
change the traditional society structure in thispext. Competitive advantages of entrepreneursndsses in
the globalized world and economic condition in Teykequire our society to become creative, riskagkand
entrepreneur (Ozgener, 2009). Countries all over wlorld concern with the development of entrepreneu
cultures in order to create new entrepreneurs appast entrepreneurship. At the same time, mosthef
education organizations in the world feel respdesib this field. For developing countries such ass,
reaching the contemporary civilization level candohieved by supporting and introducing entrepresetrit.
This can be achieved by bringing out the entreprespirit of our students through an interactive@tion and

training support (Kirby, 2005).

It is accepted by foreign researchers studyindis field that when compared to other societiesettae more
entrepreneurs in Turkey Because of this reasas viery important for us to see each student sgutiniversity
education as an entrepreneur, to equip them witlwledge and skills to be able to find out the potds of the

society in which they live and to turn problemsoian opportunity and finally to allow them growadults who
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are aware of their potential and their creativityeashed (Arslan, 2002:3). There is a need for etnepreneurs
to solve the unemployment problem and also to as®e¢he income per capita in our country whichrigggling
with employment. The provision of the needs of thésv entrepreneurship is possible by training péuler

entrepreneurs (Alswedan and Ozhavzali, 2009).

The main purpose of entrepreneurship educatiom élow individuals to start their own businessed & work
independently. The main purpose of entrepreneursiipcation program is to provide the students with
necessary basic entrepreneurship and business éagayl to allow easy transition into private seenod to
allow them to carry out their businesses succelys{¥ekin, 2005:447). Because of this reasonhia tesearch
there is an urgent need to determine the entrepreimip profiles of university students in orderfitod out
potential entrepreneur, to allow them come intcaassd to determine the problems of entrepreneurship
education.

2. METHODOLOGY

The population of the research consists of theestustudying at Faculty of Business and Facultirdineering
during the spring semester of 2008-2009 educatmarsy The sample of the research consists of ragdom

selected 235 students studying at Inonu University.

The sample of the research is the randomly cho€#nstudents at Inonu University at 2008-2009 spring
education semesters. As a data gathering tool, Hifiteepreneurship Skills Test I” consisting of 3Tregqtions
and developed by Tekin, (1999:227-234), was uskest &f all, frequencies and percentages of thaiobt data
were found to determine the entrepreneurship m®fiif the university students. Then, some statistiethods
such as chi-square, t-test, analysis of variances \aéogether applied by using SPSS program tormé&te

whether these data differ according to severabbées or not.

2.1. Findings and Comments
2.1.1. Demographic Data

The 73% (172) of the total 235 university studemt® have participated in the research are studsirfeaculty
of Business of Inonu University and the averageegmeneurship skills point has been determineddas Qther
27% (64) are studying at Faculty of Engineeringnainu University and their average point of entegy@urship
has been calculated as 244. Both of two groupslestis’ average entrepreneurship skills point is atdeast
200 skill points which is necessary to obtain gmieeeurship education as Tekin, (1999:234) saidh \t¥iis
data it can be said that the majority of universitudents who have participated in the researcle g

adequate skills to begin the entrepreneurship diduca
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2.1.2. Frequencies of Items

The 99% of (233) the students’ who participatethim research are between 21-30 years. The 97% (@229¢
students are single. The 34% (79) of the studemtstee oldest child of their family and the 28% )@% the
students are the middle child of family. The 89%9qRof the sample are students of the higher educand the
7% (16) of the sample are students of graduateadidumc The 75% (175) of the students are livingities and

the 14% (32) of the students are living in bigestiOther students are living in small towns atidges.

The 37% (88) of the students have said that theynarking in a job or have a salary. The incomehef 8%
(18) of students who have a salary is 400-500 Td_tae income of 6% (13) of students is 151-200The #6%
of the students have stated that their average hiyoekpenses and the 10% (23) of these students $taved
that they are spending average 201-300 TL in a lmont

The main reason for their desire to establish thein work; the 46% (108) of the students have dttiat their
aim is to earn money; the 20% (47) have stated ttieyt don't like to work for other people. None tbkir

mother and father of the 36% (86) of the studeats their own job and one of their mothers or fathafrthe
34% (80) of the students worked in their own warkhe biggest period of their life. In the familfthe 22%
(51) of the students there is a person who hasp ahd in the family of the 12% (27) of the studdiiere is a

person who has a place of employment.

64% (151) of the students didn’t get education alimirepreneurship and the 36% (83) of students Istated
that they are getting education. The 32% (74) wdehts have stated that they are getting Busirthssaéon and
the 12% (28) of students have stated that thegeiteng Economy education.

The 64% (151) of the students stated that theyhelhappy for working for other people and the 18%) of
them stated that they prefer working alone. The 46P208) of the students stated that group working a
individual working make one successful. 66% (16b)he students stated that they have never beed fi
because they were never employed. Because theiti@aaf the students are working in a job or they fired,
the 4% (16) of students stated that they are inmoaad they are treated unequally. It is observed the
minority 34% (80) of working students are generallgrking in small businesses. 84% (198) stated ttiey
didn’t establish a work before. 26% (62) of thedstuts who established a work before were askedtabein
difficulties and obstacles they confront and mdshem 5% (12) complained about the powerless akataand

4% (9) of them complained about the excess of thieducratic obstacles.

The question of “if you have a capital how do y@e this for investment?” was answered by the 5634 )(bf
students as “| establish my own work” and was amsd/iéy the 20% (47) of the students as “l invedbank”
and was answered by 9% (20) of the students astdbéish an associate employment place”. Whilediegito

open an employment place or making decision abaouateempt, 40% (95) of the students stated that it
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necessary to investigate the market and 35% (88fudients stated that it is necessary to decidmblyzing the
market conditions and the emptiness of market. P@8% of the students stated that they can spenddtéd¢ime
and energy for new and profitable works and 30%) (fGtudents stated that they can spend thetinaél and
energy for new ideas of products and productionesf finance plans and for new human sources thalt &f

the alternatives.

50% (118) of the students stated that they willfgaresuccessful and experienced people and 38% dB9)
students prefer people who are energetic andigeell. 34% (80) of the students said that theybaté precise
and they are well organized and 30% (70) of thdesits said that they are successful and able tpletertheir
tasks. 44% (103) of the students hate to tell theerainty of their work and 23% (54) of studengehthe
conflicts between people. 71% (166) have statetittiey want to study on the problem and the positof

solution of whichis 1 in 3.

About the students’ preferences of job; 36% (84)tlé students prefer management, 14% (33) prefer
entrepreneurship and t 13% (32) prefer teaching. Sthdents state that they firstly trust themseb&% (130),

and then they trust both themselves and their §a20P6 (46) and they then trust themselves and fhieinds
13% (131). According to the students, the persgnédiatures of people who are successful in workiiegare;
dynamic, strong and rash 45% (106), people whouet@lthe opportunities and who have a mission 2634 (

people who behave according to their situation.

The question “if you are asked to choose a persoa work partner, do you choose your close frien@ro
expert of his/her subject?” was answered by 83%)(d9students as “I choose an expert of his stibfgw was
answered by 17% (41) as “I choose my close friel@8% (200) of the students stated that if thera is
meaningful thing to do they would be pleased tokmeith people. 69 % (161) of the students staté¢ thay
completely agree with the idea that determiningis@n who is responsible for the subjects of werkelpful to
take result and 26 % (60) of the students statethley agree with the idea expert some situati6@<$6 (141) of
the students’ state that their competition priestiare playing the game successfully and deterimmaitf

struggle, 24 % (59) state that they agree withsdrae idea but winning and losing are also amongtibeities.

86 % (203) of the students don’t have enough clpitstart a business and only 14 % (32) of themetenough
capital. It is found out that 50 % (117) of thedsats have partly information about the credit sesrand
opportunities to start entrepreneurship and tha®#®2@7) have no information. The number of studemit®
have information is only 23% (51). 49% (115) of stedents know from where they can take crediit i$
required, students who believe that they can faggital from their family and friends are 36% (8#dastudents

who believe that they can partly find capital afe?3( 80).
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2.1.3. Findings About Transverse Comparisons

As a result of the comparison of the students'asituns of taking and not taking entrepreneurshigcation with
the entrepreneurship skill point; there is a megfitinconnection between their entrepreneurshid pkiint and
the situation of taking or not taking entreprenbipsducation (25.119, dof=13, p<0.05). According to this
result, it can be said that the entrepreneurshilpiints of the students taking entrepreneurgdpication are

higher.

The results of the variant analysis which was madeording to the situation that whether or not thés a
relation between the situation of students’ beihg bldest or the youngest child of the family arldeo

variables are like below:

Table 1: The variant analysis of the comparison of studdm@g which number of child of family and
other variables

Sum of Squares Mean Square Level of
df F Significance
Between Groups 49,124 3 16,375 3,450
a. Aileis Within Groups 688,285 145 4,747 0,018<0,050
Total 737,409 148 Significant
Between Groups 7,371 3 2,457 5,844
b. Isolc Within Groups 46,252 110 ,420 0,001<0,050
Total 53,623 113 Significant
Between Groups 5,943 3 1,981 2,684
c.Tercih Within Groups 163,863 222 ,738 0,048<0,050
Total 169,805 225 Significant
Between Groups ,949 3 ,316 2,736
d.Sermaye Within Groups 26,694 231 , 116 0,044<0,050
Total 27,643 234 Significant

As it is seen in the Table 1, the situation of shedents’ being the oldest or youngest child ofrtfemily; The
relation between the entrepreneur in the familshefstudents and what kind of job they have istebly variant

analysis and a meaningful relation was found betvieem (F=3.450, dof=3, p<0.05).

In the result of the variant analysis test whicim&de to find out the relation between the studevasking life
and the employment place where they spend theirtliere is a meaningful relationship between tffens.844,

dof=3, p<0.05).

In the result of the variant analysis test whicmede to find out the relation between the studeesires in the
subjects of work which have the possibility to loéved, there is a meaningful relation between tHERR2.684,

dof=3, p<0.05).
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In the result of the variant analysis test whicimide to find out the relation between the situatbstudents’
having or not having enough capital to begin emaeeurship, there is a meaningful relation betwdgm
(F=2.736, dof=3, p<0.05).

The result of the comparisons between situatiotiseo§tudents’ having or not having enough
capital to start a business and other variables:

Table 2: The comparison of students’ having or not havingugi capital to start a business to
other variables

Value of Level of
Capital N X S T Significance
a.Ebeveynis 1Yes 32 2,28 1,76 -2,552 P<0,05
2 No 203 3,11 1,71 -2,491  Significant
b. Aileyapis 1Yes 29 4,07 2,22 2,085 P<0,05
2 No 120 3,12 2,20 2,077  Significant
c. Oncekig 1Yes 30 2,50 73 -5,576 P<0,05
2 No 189 2,93 31 -3,185  Significant
d. Rekabetoncel 1Yes 32 2,16 1,11 2,482 P<0,05
2 No 203 1,69 .97 2,246  Significant
e. Kredibilgisi 1Yes 32 1,88 ,94 -3,149 P<0,05
2 No 203 2,34 76 -2,688  Significant
f. Sermbulma 1Yes 32 1,50 ,80 -3,601 P<0,05
2 No 203 2,06 ,82 -3,650  Significant
g. Puanlar 1Yes 32 265,63 21,09 5,755 P<0,05
2 No 203 241,97 21,69 5,874  Significant

In the Table 2, as it is seen, the situation ofstluelents’ having or not having enough capitataots business.

According to the result of T-Test which was madesvaluate the relation of the kinds of works whibkir
mother and father did, there is a meaningful refabetween them (t= -2.552, p<0.05).

According to the result of T Test which was madevaluate the relation of the kinds of employmdates that

they have in their families, there is a meaningélétion between them (t= 2.085, p<0.05).

According to the result of the T test which was méal evaluate the relation of the situation of tlestablishing
or not establishing a work before, there is a megfal relation between them (t=-5.576, p<0.05).

According to the result of the T test which was mdd evaluate the relation of the students’ cortipeti

priorities, there is a meaningful relation betwéeem (t= 2.482, p<0.05).
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According to the result of the T test which was m&adl evaluate the relation of the students’ infdiamaabout

the credit sources and opportunities, there is anmeful relation between them (t= -3.149, p<0.05).

According to the result of the T test which was mé&alevaluate the relation of the students’ situratibout their

finding capital from their family or friends, thei®a meaningful relation between them (t= -3.6840.05).

According to the result of the T test which was m#al assess the relation of the students’ entreprship skill

points, there is a meaningful relation between tiiens.755, p<0.05).

The result of the variant analysis according to teition between students’ entrepreneurship gdints and

other variables.

Table 3: The variant analysis according to the relation leetwstudents’ entrepreneurship skill
points and other variables

Sum of Mean Square Level of
Squares df F Significance
Between Groups 107,861 13 8,297 3,076 0,000
a.Ebeis Within Groups 596,139 221 2,697 P<0,05
Total 704,000 234 Significant
Between Groups 5,750 13 442 2,035 0,019
b.Giregt Within Groups 47,810 220 ,217 P<0,05
Total 53,560 233 Significant
Between Groups 11,900 13 ,915 3,046 0,000
c.Sorumlu Within Groups 65,816 219 ,301 P<0,05
Total 77,717 232 Significant
Between Groups 20,489 13 1,576 2,701 0,001
d.Kredibil Within Groups 128,975 221 ,584 P<0,05
Total 149,464 234 Significant
Between Groups 25,110 13 1,932 3,075 0,000
e.Sermbulm Within Groups 138,822 221 ,628 P<0,05
Total 163,932 234 Significant

As seen in Table 3, which are the students’ engregurship skill points;

According to the result of the variant analysig t@hich was made according to the relation of tivd& of

works which the students’ parents did, there issammngful relation between them (F=3.076, dof=1%).05).

According to the result of the variant analysig telsich was made according to the relation of thegarison of
the situation of students’ getting or not gettimpeation about entrepreneurship, there is a meaningation
between them (F=2.035, dof=13, p<0.05).

According to the result of the variant analysig tesich was made according to the relation of thewaers that
students gave about whether it is helpful or noged a result by determining a responsible perdmuiathe

subject of work, there is a meaningful relationiestn them (F=3.046, dof=13, p<0.05).
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According to the result of the variant analysig tekich was made according to the relation of fiieation of
students’ having or not information about creditire@s and opportunities to begin entrepreneurshgre is a
meaningful relation between them (F=2.701, dof3i3).05).

According to the result of the variant analysig t@kich was made according to the relation of fineation of
students’ finding capital from their family or frids if required, there is a meaningful relationwssn them
(F=3.075, dof=13, p<0.05).

2.1.4. Results and Recommendations

University curriculum, no matter the disciplinepsiid infuse young people with a positive self-cqutcgo that
they can be able find a job, become entreprenautda self-employed. University programmers sheelek to
strengthen students’ self-concept and educate dimtfi determined, and assertive graduates that@aupete
successfully in business world. Universities shoalsb ensure that students do not lose their caetsed
excitement during the course of their studies. Marsearch is needed to investigate how universias
empower students academically and psychologicallthat they can engage and succeed in businesd worl

general and as entrepreneurship in particulart(®aet al., 2009:310).

Attempting to realize an economic activity includerisk such as success and failure. Entreprenears a
tendency for success. For this reason, they usetémelencies of using their skills and improvimgin, being
independent, making a good work, struggling in & imawhich they become successful. So, an entrejireis a
person who aims for success but at the same tinoeisvieady to the risk of failure. Only those peoplho are
ready to be successful can be an entrepreneurntepeeneur should obtain information and has tevise in

his decisions and preferences to decrease thanisko increase his profit .

In this sense, it is necessary for our educatictesy to evaluate again the subject of training r@repreneur
again and to do everything to give required infoydmng entrepreneurial candidates. For this, recuired to

evaluate the entrepreneurship education and tocowegt with new methods, ideas, and programs.

Almost all of the students participated in the ezsh are young (99%) and not married (97%). Mosthese
students are the oldest child of the family (34%d are living in cities (75%). It is seen that mokthe students
aren’t working in a work and their monthly incomedaexpenses are very low. Because of these financia

impossibilities, they want to establish their owarlwvand to earn money after education (46%).

Most of the students’ parents are working for otpbeople. This situation shows the reality that theest

children of families have to find a job after ediima for their families. The majority of studenthavbelieve to
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find capital from family or friends (36%) or who nig believe (34%) supports this idea. The rat¢hef students
who believe that they cannot start a business Isecafulack of capital is also very high (86%). Bbt students’
having partly information about credit sources amgbortunities (50%) can be interpreted as the sacgs
information was not given to the students duringjrteducation it can be recommended that univessi&hould

reevaluate this subject.

Although they have a tendency to group working, nodghe students cannot create common enterpnemg
them because most of them (64%) do not have eduncakiout entrepreneurship and even there is nolieasgn

about it in the Faculty of engineering. These rsssthow the deficiency in our education system.

The classical question “If you have capital, whauld you do with this?” was answered by the 56%taflents

as “l would establish my own work”. This rate is%45n Europe, 67% in USA, 39% in Kirikkale Univeysih

the research made by Alswedan and Ozhavzali (2@@9%, in Halic University made by Arslan (2002) &and
can be seen that most of our university studergs abhve a tendency in entrepreneurship. Thesetsesul

obviously show that students should benefit froeséhskills and those concerned should support them.

According to the result chi-square test which waslenrelated to the question that whether theramgsaningful
relation between the situation of students’ hawntrepreneurship or not having education and ergneurship
skill points, there is a meaningful relation betwebem according to this results, it has been oeskethat
students who have gained the entrepreneurship goludeve higher entrepreneurship skill point dnid shows
the importance of entrepreneurship education aisdstipports the idea that students need this eédaca#bout
this point, Honig (2004:270) says that academic paobilic environment should give more importance to
contemporary entrepreneurship education, they ghaalke more investment to this matter, various stp

activities should be arranged and pedagogical aisaghould be made about this matter.

With the assumption that the first child of the fgnihas the higher possibility to be an entreprer@lswedan
and Ozhavuzlu, 2009), because the first child eff#imily is treated well and he/she trusts himseife, there is
a meaningful relation between them by comparing situation to the work of parents, to the employnptace,

desire to work and the situation of having or naiegh capital. The table 1 supports these ideas.

There is meaningful relation between the situatidrhaving or not enough capital to start a businmsd
parents’ jobs, their competition priorities knowdedabout credit sources and opportunities and metneurship
skill points. This situation makes it evident tkapports of families and education institutions\agy important
for these students to determine their future. ér¢his an entrepreneurship model in their famlijs tncreases

their trust themselves. Universities should incegheir supports for these students.
There is meaningful relation between the entrepnestép skill points of students and their knowledd®ut

credit sources and opportunities, their chanceaidirg capital (table 3). According to these resutheir

families’ established a work before it affects ftedents’ entrepreneurship skills and they alsmerage them.
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Particularly, their families’ supports for capitahprove their entrepreneurship skills. And alsahiére is a

support for credit by concerned institutions, theitls will be improved.
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VIIL. THE DIFFERENCES OF PERCEPTIONS ON ENTREPRENEURSHIP BEFORE AND AFTER
GRADUATION OF UNIVERSITY STUDENTS
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1. INTRODUCTION

The study was commenced considering a two-stageepso Therefore, the primary purpose of the stady i
determine in which period of the individual (whilgtudying at the university or in business life) the
“entrepreneurship” skill is more effective and ei#fint. As well as this primary purpose, an assessm#l be
made on why individuals to graduate from universitygnt to establish their own business, what issheg

believe to encounter while establishing their owsibess and what kind of entrepreneurial qualttiey have

2. THEORITICAL BACKGROUND

Entrepreneurship attracts attention as a significaanagement field that has been emphasized bgrotsss
and implementers recently. It is hard to mentiageaerally accepted theory in this field. Studiedfqrened on
various disciplines such as economy, finance, aptiiogy and education provide contribution to tiverature
of entrepreneurship. In the literature of entrepreship; definition of the entrepreneurship concty qualities
approach stating which factor is more determinambrag personality and environment factors for emecgeof
entrepreneurship, strategies of success, new lassiestablishment and impact of environmental factor
entrepreneurship have been the five main topiadieumost (Bull and Willard, 1995:115). What colld the
basic motives leading to emergence of entreprehiguis one of the significant points of discussidecording
to the classical economics understanding, elevatiegindividual interests to the highest level e tmost
important motive encouraging entrepreneurship. Tisathe desire to acquire economical benefit arafitp
results in emergence of entrepreneurship. In respdo this approach of the classical economicsryheo
McClelland (1971:109) suggests that developmenemfepreneurship depends on the need for success, a

psychological variable, rather than economical westi

Statements of Schumpeter about entrepreneurshém a&sonomist have been maintaining its applicghéitd
significance increasingly also today. The issue temtived the required importance and contributizostly
from the science of business management untilébent years. Today, the topic of entrepreneurshigeeply
studied by every discipline, and countries makeaigegforts to generalize understanding and impleatam of
entrepreneurship. There is no doubt that the cdnaep implementations of entrepreneurship are drtheo
reflections of the great change brought by infofamatsociety and globalization era we are experi@mci

Opportunities to find a job and work at public corgtions or private sector are gradually becomiagiér and
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educations dedicated to allowing people to redliwir own enterprises have been gaining accelerstio all
countries. Employment, in most of the technolodjedeveloped regions and countries of the worldnisstly
directed towards people utilizing newest technaegiell and having skills in new product creatiGontinuous
change is deemed to be the driving force of ecooalnsind social development and innovation basedature
adding information becomes an undeniably imponpeant of competition as the incentive factor in saatulture

and atmosphere (Schumpeter, 1934:27).

In classical terms, entrepreneur used to be destnifostly as a person who established his own éssjrwho
participated in the production process by gathevimgous production factors together and undertakisk and
who aimed at gaining profit as a result (Emsen,12088). Today, entrepreneurship is perceived agthad to
achieve superior situations that can be revealedudiygg high-level creativity (Titiz, 1999:11). Imather
definition, entrepreneur is a person organizingdpmtion of goods and services by gathering ressureguired
for production. As it is known, classical productidactors consist of capital, labor, natural and/gtal

resources. As different from the industrial societyformation” is now considered among the product
factors in today’s information society. That isfrepreneurship is a concept involving canalizatiérall these
factors towards production of goods and serviaesodlay's information society, entrepreneurshigsaks place

in the ranking as the fourth production factor tluéhese qualities.

1.1. Entrepreneurship and Education
Education has great importance for entreprenewvaycome problems encountered. In this contextoatjh
official education is not a must, it is a componeeéded for success. It is important for entreprent receive

education on fields such as finance, strategy,nhgnetc.

It is indicated by many researchers that entrepneshdp is a behavioral change acquired as a reéeliucation
and learning, as well as being a genetic charatierWith this assumption, it may not always begible for
individuals without entrepreneurship education te bware of their entrepreneurial self-competence.
Entrepreneurship education is important to enshi® dwareness. Although the importance of educadiuh
information is admitted in entrepreneurship, weightomponents determining a business managemésted

as follows (Arslan, 2002:1):

- Academic and technical knowledge: 30%
- Practical knowledge: 34%

- Inherent and acquired personal characteris3ig%s

Transition to information society has changed thes®s in favor of the first one. Therefore,*2dentury
entrepreneurship affected by progresses in infdomasociety is described as informative entrepresigp
(Senocak, 1992: 186). Furthermore, young people tiginer education are considered to be people réady
education in developed societies and it is empkdsihat educated young people have several adwniag

terms of entrepreneurship.
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The culture and idea of entrepreneurship is giverstidents during education-training process ahdhel
information is provided to let them become entraptes that can take all the risks, realize theagland try to
make their dreams come true in future. For thigopse, courses, workshops, certificate and diplorograms

are becoming diversified and widespread all actiossvorld and in our country.

Universities should encourage students, amongnatestakeholders of universities, to establish rtioain
companies, to become partners of existing compaanesto serve as “information producers” by prodgci
information that forms the core of innovation therggain, depending on the fact that entreprendpirsiain be
learned and taught, it is becoming mandatory téruetire education-training in a manner to raiseehts
especially and primarily as technology entrepreseinr the future. Recent entrepreneurship educadibn
universities has been shifting from scientific imf@tion production about entrepreneurship to edocabf
entrepreneurs. Basic motive in formation of thisidition is the desire to convert scientific infortioa into
productive ideas to provide benefits (Anderseck)422094). On this issue, it can be said that edusatike
missionaries, have important duties and respoitgigil for adoption and generalization of the cudtwf
entrepreneurship. It is possible that the studemtentrepreneurship and innovation fields will tsger
information to companies around them via compafiaaded and internships done as a result of impnavd
of their performing-realizing skills. In this wait, is a desired situation to have students to doute to the
awareness and change of people around, espediallwarld of business, about competitive technokgird

innovations to create difference.

It is observed that psychological factors come iptominence in the studies about factors affectimg
entrepreneurship. Whereas Bygrave (1989) consideeed for success, internal control focus, inclorato
bear uncertainty and to take risk as the basiamétant of entrepreneurship, Robinson et al. (198&)sed on
need for success, innovation, internal control $oamd self-confidence factors (Koh, 1996:15). Imiows
studies performed recently (Koh, 1996; Gurol andafit 2006), it is observed that all the above-mesti
factors are handled.

It is observed that psychological factors are aislived in several studies on entrepreneurshifinatons of
university students. In these studies, first ofeatirepreneurship degree of the individual is ttetde measured,

and then the associations between psychologicadriaand entrepreneurship degree are examined.

Lithje and Franke (2003) performed a questionnstinely on 512 studies receiving engineering educadio
MIT in order to examine the factors affecting thatrepreneurship such as risk-taking, control focus,
environmental obstacles against entrepreneurshigraamental factors supporting entrepreneurshgntpof
view on entrepreneurship and purpose of entreprshigu As a result of the study, they reached itheirig that

the personal characteristics of students had a fiohmpact on the intent of entrepreneurship.

Wang and Wong (2004) analyzed entrepreneurshignatans of university students receiving technical

education in Singapore. As a result of the stuidais found out that gender, presence of entrepréristory of
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family and level of education came out as the factdfecting the entrepreneurship, whereas incdaieiss of

family, ethnical origin and nationality had no ingp@an entrepreneurship.

Veciana et al. (2005) performed a questionnaireuniversity students with similar cultural structsire
Catalonia and Puerto Rico in order to determineepnéneurship inclination of students. As a resiilthe

study, it was found out that entrepreneurship imatlons of both groups were similarly high.

Berglund and Wennberg (2006) analyzed entreprehgunsclinations of business management and engimge
students receiving entrepreneurship education. Assalt of the study, it was found out that entegy@urship
inclinations of both groups were high. Whereas [mwbsolving inclinations of engineering students higher,

business management students are more likely toaaetd on the market.

Need for success, control focus, inclination toetalsk, bearing uncertainty, self-confidence andoirative
behaviors were handled in the study performed bgolGind Atsan (2006) for Turkiye and a questiormavas
performed on 400 senior students studying at Yilcazhnical University and the Mediterranean Uniitgrdt
was tried to determine entrepreneurship inclinatioh the students by asking what they were plantindo
after completing their education. As a result @& #tudy, it was found out that inclination to talsk, internal
control focus, need of success and innovation tigslwere higher in students with entrepreneurstifination

than those without it.

Arslan (2002) dealt with the role of physical, sdciand economical environment in formation of
entrepreneurship inclinations and professional guegfces of students at Hali¢ University. As a testilthe
study, it was found out that the first degree ptydn terms of professional ideals of the studemés to establish
own business, whereas the second degree was toalvprk/ate sector. In formation of professionafprences,
desire to gain profit got the first degree priarityhereas desire to work independently got thersgclegree. As

a result, it was found out that entrepreneurshifinations of the students were high. When thetimisbetween
professional inclination and entrepreneurship sly@ed in terms of gender, it is seen that maldesits place
first priority on establishing their own businesereas female students place it on finding a jubwaorking at
private sector. In general, it was concluded thalenstudents had more entrepreneurship inclingktian female
students. It was found out that children of fangilim higher income group had higher entrepreneprshi
inclination. This high ratio confirmed the expectgubsitive relation between level of income and
entrepreneurship. Whereas students belonging tiiéanwith fewer children have higher inclinatiom ¢stablish
their own business, this ratio decreases in fagiligh more children. Furthermore, it was found iouthe study
that entrepreneurship was not closely associateld thie fact that father worked independently on dum

behalf and for his own account.
It was revealed by the studies on social psychofigdg that perception could be changed with edocaBased

on this finding, it will be tested whether "the magreneurship perception”, which is the topic of atticle,

changes or not as a result of education and efédédtasiness/social life process.
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2. METHODOLOGY

The study was performed on 180 students of which6%6 is from a “state university” and 24, 4% isnfra
“private university”. The desired sample numberldawt be achieved due to timing of the applicatibat is

some of the business management students werewbesduated from the university.

In demographical questions of the study, univergignder, age group, department and father’s siofe®f the

subjects were asked. Accordingly, percentageseo$#imple are as follows;

e 75.6% study at “state” and 24.4% study at “privataiversity,

+ 55.6% are “female” and 44.4% are “male” students,

* 83.3% are aged between “20-24", 15% are betweer225nd 1.7% are between “28-30”,

» 28.3% are at “international trade”, 23.9% are atriting and finance — evening education”, 36.1% are
at “banking and finance — formal education” and7% are at “business management” departments,

» Fathers of 46.1% are “self-employed”, 16.7% arevilcservants", 17.8% are “workers”, 17.8% are

“retired” and 1.6% are categorized as “other”.

The questionnaire form of the study was aimed aerdening the “entrepreneurship” qualities applieg
KOSGEB (Small and Medium Scaled Industry Developn&umpport), tested across the country and published
via internet. However, not the whole questionn&iren was used in the study. Since it was intendetd$t the
thoughts, expectations and concerns of graduatetests in the same year and whether there is agehian
them or not after experiences and practices ineggdbn for two years in accordance with the purpdsine

study, only three sections of the form were used.

In section one; there are demographical findingshef participants of the questionnaire. In section; the
respondents were asked to grade 17 expressiong, @hg they wanted to establish their own businassyng
alternatives from “do not agree at all” to “abselytagree”. In section three; 7 expressions deéglitcdo
determination of what concerns individuals had alestablishing their own business were used. Itigeéour,

22 expressions were used to determine which emmeprship qualities individuals had.

2.1. Assumptions of the Study

The study will be performed in a two-stage procésshe first stage; analysis results of questidnengesponses
of the students graduating this year will be présginin the second stage; the students will beamted again
after two years, they will be asked to answer #mmes questionnaire form again and comparison wiliriaele

with their old responses. In this way, it will et to show what kind of difference there is betwehe two

forms. Accordingly, five different assumptions anade;

Assumption-1 of the Study:“Individuals willing to establish their own busireefave differences in terms of

demographical qualitie's
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Assumption-2 of the Study:“Individuals with concerns to establish their owanslmess have differences in

terms of demographical qualities.”

Assumption-3 of the Study:“Individuals that are believed to have entrepreskigr qualities have differences

in terms of demographical qualities.”

Assumption-4 of the Study:“There is a relation between qualities of indivitbuwilling to establish their own

business and qualities of individuals with entregreship capability.”

Assumption-5 of the Study:“There is a difference between the perceptiondefndividuals by the time”.

Hypothesis and Findings of the Study

Assumption of the Study 1:Individuals willing to establish their own businesave differences in terms of

demographical qualities. This expression has bgammed via the below mentioned hypothesis:

Hypothesis 1:“Individuals willing to establish their own busireebave differences in terms of gender variable”.
According to results of t-test performed to detemniwhether gender difference existed or not in $eoh

establishing own business; significant relation ¥easd between 2 of 17 expressions. Accordingly;

- Male students (mean=4,1772) want to be their owssboore than female students (mean=3,8200) (p=
0,17<0,50)

- Male students (mean=4,3000) want to earn more mdhagy female students (mean=3,9800) (p=
0,17<0,50)

Hypothesis 2:“Individuals willing to establish their own busireebave differences in terms of age variable. “
According to ANOVA (Analysis Of Variance) resultefiormed to determine the existence of differenversy
individuals willing to establish their own busindasterms of their age levels, no significant rielatwas found

in any of 17 expressions.

Hypothesis 3:“Individuals willing to establish their own busireekave differences in terms of departments they

study at.”

According to ANOVA results performed to determime texistence of difference among individuals wilito
establish their own business in terms of departmthety study at, difference has been found amonghlas:
being his/her own boss (p=0,029); testing him/Hér§e=0,022); using skills (p=0,023); improving B&i
(p=0,022); need for a chance (p=0,031); satisfadjis-0,046 < 0,05)
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In the sample group of the study, there are fopadenents which are international trade, banking) famance -
evening education, banking and finance - formalcatlan and business management. According to Rust h

analysis results performed to determine the diffees amongst the departments;

- “Being his/her own boss” variable; between bankang finance - evening education and banking and
finance - formal education (p= 0,003<0,05)

- “Testing him/herself” variable; between internatibrirade (p=0,005) and business management,
banking and finance - evening education (p=0,00id) lausiness management, banking and finance -
formal education (p=0,004) and business management

- "Using skills” variable; between international tea¢p=0,003) and business management, banking and
finance - evening education (p=0,011) and busimaamagement, banking and finance - formal
education (p=0,008) and business management

- “Improving skills” variable; between internationahde (p=0,006) and business management, banking
and finance - evening education (p=0,012) and lessirmanagement, banking and finance - formal
education (p=0,003) and business management

- “Need for a chance” variable; between internatidrede (p=0,016) and business management, banking
and finance - formal education (p=0,005) and bissimaanagement

- “Satisfaction” variable; between banking and financformal education and business management
(p=0,006)

Hypothesis 4: “Individuals willing to establish their own busiredave differences in terms of fathers’

professions.”

Fathers’ professions of individuals willing to dsdtah their own business have been examined witlingroups

in the study (people who are self-employed andehwiso are not self-employed). According to resaftstest
performed between variables and occupational grodifference has been found only in “earning money”
variable. Whereas the average of people who arsetbemployed is 3, 9897, the average of those avhcself-
employed is 4, 4096. (p=0,034<0, 05). In this casedents whose fathers are self-employed con&idening
money” as a more primary need in establishing ousirtess in comparison to other groups (for instacied

servant).

Assumption of the Study 2:“Individuals with concerns to establish their ownsimess have differences in

terms of demographical qualities.”

Hypothesis 1:“Individuals with concerns to establish their ownstmess have differences in terms of gender

variable.”

Significant relation was found in 3 of 7 expressiagmterms of concerns to establish own busindsssé& are;
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- Female students (mean=3,4898) believe more thaa shadlents (mean=3,0385) that they need to study
harder in the evenings and at weekends (p= 0,0]85)

- Male students (mean=3,2500) believe more than festaldents (mean=2,7857) that they will worry if
there is nobody to give them advice (p= 0,007<),05

- Male students (mean=3,0779) worry more than ferstldents (mean=2,5306) about keeping books

and records (p=0.007<0,05)

Hypothesis 2:“Individuals with concerns to establish their ownsmess have differences in terms of age

variable.”

According to ANOVA results performed to determirtee texistence of difference among individuals with
concerns to establish their own business in terfitisedr age levels, no significant relation wasridun any of 7

expressions.

Hypothesis 3: “Individuals with concerns to establish their owmismess have differences in terms of

departments they study at.”

It was observed that students worry about estabtistheir own business only with regard to “keepbmpks
and records” due to departments they study at (5330, 05). According to Post hoc analysis perfatrtaking

into consideration the departments they study at;

- Students at international trade department (p=0,8R6 students at banking and finance department -
formal education (p=0,042< 0, 05) are more depcd¥eseried than the students at business
management department with regard to “keeping baokkrecords” at the stage of establishing their

own business.

Hypothesis 4:“Individuals with concerns to establish their owmnstmess have differences in terms of fathers’

professions.”

It was found out that whether the father is selplyed or not is not associated with the concerihthe

individual to establish his/her own business.

Assumption of the Study 3:“Individuals that are believed to have entrepresbigr qualities have differences in

terms of demographical qualities.”

Hypothesis 1: ‘Individuals that are believed to have entreprereprgualities have differences in terms of

gender variable.”

Significant relationship was found in 2 of 22 exgsiens which were asked to individuals that argebed to

have entrepreneurship qualities. Accordingly;
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- Male students (mean=4,0641) have higher psychtoahgth than female students (mean=3,6162) (p=
0,004« 0,05)

- Male students (mean=4,2750) have a better sendsumbr than female students (mean=3,9691)
(p=0,028¢ 0,05)
Hypothesis 2:“Individuals that are believed to have entrepreskir qualities have differences in terms of age

variable.”

A significant relation was found only in “flexibili” (p=0,004 < 0, 05) property of individuals thate believed
to have entrepreneurship qualities. According &ults of Post Hoc analysis performed to determihéchvof
the considered three age groups are more flexitbtn be said that students among the age gra2pL7”
(mean=4,4231) are more ready to do all sorts afired tasks in comparison to students among thegems
“20-24" (p=0,001¢ 0,05).

Hypothesis 3:“Individuals that are believed to have entrepreskigr qualities have differences in terms of
departments they study at.”

According to ANOVA results performed to determife texistence of a difference among individuals Hrat
believed to have entrepreneurship qualities in $eomdepartments they study at, differences haea lieund
among variables: being realistic (p=0,001); mergimeéngth (p=0,016); determination (p=0,016); fldkip

(p=0,052); being motivated (p=0,007); detail (p£BPand being reliable (p=0,003<0, 05). AccordingPost
Hoc analysis performed to find out which variabsevalid for which department, there are the follogvi
differences;

- “Being realistic” variable; between internationahde (p=0,001) and business management, banking
and finance - evening education (p=0,013) and lessirmanagement, banking and finance - formal
education (p=0,000) and business management

- “Mental strength” variable; between internatiornade (p=0,005) and business management, banking
and finance - evening education (p=0,050) and lessirmanagement, banking and finance - formal
education (p=0,003) and business management

- “Determination” variable; between internationaldea(p=0,003) and business management, banking
and finance - evening education (p=0,009) and legsimmanagement, banking and finance - formal
education (p=0,003) and business management

- “Flexibility” variable; between international tra@gad business management (p=0,007)

- “Being motivated” variable; between internationalde (p=0,001) and business management, banking

and finance - evening education (p=0,004) and lessimanagement
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- “Ability to pay attention to details” variable; be¢en international trade (p=0,039) and banking and
finance - evening education, banking and financevening education (p=0,001) and business
management, banking and finance - formal educ4fief|,005) and business management

- “Being reliable” variable; between internationade (p=0,001) and business management, banking and

finance - formal education (p=0,000) and busineaeragement

Hypothesis 4:“Individuals that are believed to have entrepreskipr qualities have differences in terms of

fathers’ professions.”

No difference was observed no matter what the psides of fathers of individuals, who are belietedave

entrepreneurship qualities, are.

Assumption of the study 4:*There is a relation between qualities of individuwilling to establish their own

business and qualities of individuals with entregreship capability.”

According to results of the chi-square analysisfqvered among the expressions stated in both se&gtion

relations are as follows;

A significant relation was found between:

- Desire to “be his/her own boss”, Desire to “eanore money”, Desire to “have a job”.

No significant relation was found with any expressi

- Desire to “prove others his/her value”, Belief tachieve it himself/herself as well after seeinthevs
establishing their own business”, Desire to “haeatml| on his/her own life”, Desire to “be takerrisas”,

“Freedom to do anything he/she wants”, Desire ®réwarded for his/her efforts”,

Assumption of the Study 5:There is a difference between the perceptionsefindividuals by the time”.

The evaluation of this assumption will be maderdfte second stage of the research is made.

3. ASSESSTMENT OF THE STUDY, FINDINGS AND RECOMMENDATIONS

The study was performed on senior students andugtad students in four departments (internatiorale,
banking and finance - evening education, bankirgyfarance - formal education and business managgroén
state and private universities. The primary purpafsthe study is to determine in which period af thdividual
(while studying at the university or in busineg$s)lithe “entrepreneurship” skill is more effectiaed efficient.
The study has five Assumptions. In order to be &blénd answers to all of the study questionspmjgarison
was made with demographical qualities on studenthé sample group regarding why they want to éistab
their own business, what kinds of worries they hatgle establishing their own business and whichthef

entrepreneurial qualities they have. In the meaatilnwas also examined to see the existence afation
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between the characteristics of individuals who wanestablish their own business and the charattesiof

individuals who have entrepreneurship qualities.

In the study, four out of five primary assumptiomsre taken into consideration and examined. Tls¢ dif them

is the determination of existence of differencehia thoughts of students from the sample groupstabdish

their own business due to their demographical ti@aliAmong the demographical variables are “genage,

department they study and their father’s professiaocordingly;

In gender variable, it was ascertained thate studentsgive more importance to being their own boss
and earning money when compared to female studknis.seen that this result is compatible with
literature information.

No difference was found out amongst students imgesf “age level.

Differences were found in terms of departments ttegly at. Among the variables which were found
to be different, there are “being their own bosstihg him/herself, using their skills, improvirtgetr
skills, and needing a chance and being satisfiedé subject to be overemphasized here is seen to be
the differences between students studying at atatersities and those at private universities.ase
when results of analysis are taken into considmmatit is seen that students studying state
universities (international trade and banking and finance) haeee “entrepreneurship” qualities than
those studying at private universities (businessagament) in terms of all the mentioned variables.
Within the departments included in the examinedangroup, maybe the most remarkable point is
that students oBanking and Finance-Evening Education give more importance to “betingir own
boss” in comparison to other groups.

In terms of fathers’ profession, children s#lf-employed fathersare also more willing especially in

terms of will “to earn money” among the variablas,it is also mentioned in the literature.

The second Assumption of the study is to determihether or not the individuals with concerns tcabksh

their own business have differences due to theimadgaphical qualities. Accordingly;

In gender variable, it was ascertained tieahale studentsdo not have much desire to work outside
“working hours” when they establish their own besia in comparison tmale studentswhile it was
seen that male students have doubts especiallygpikg “the accounting records”.

In terms of departments of universities they stadyit was ascertained that students studying at
business managementare overconfident especially in keeping the actingnrecords due to the

departments and lessons they study.

And in the third Assumption of the study, when ek@ng the differences in terms of demographicallitjea of

individuals who are believed to have entreprenéprgbalities;

It was ascertained thahale studentshave higher physical strength and are more hutimrisan

female students.
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« According to age variable, studentgyeéd between 25-27are ready to do all sorts of tasks.

 When considered in terms of departments studiettheatuniversity, students dfiternational trade,
banking and finance - evening and formal educatior are more skilled in observing the events in
comparison to those who study at business manadehikewise, they have the capacity to ponder the

matters as well as having the capability of dedicgthemselves to their tasks.

Finally, according to the fourth Assumption of tteidy, when examining the relation between theitieslof
individuals willing to establish their own busineasd those of the ones with entrepreneurship deslit
significant relations were found between entrepreneurship qualitiesthaddesire to “be his/her own boss”,
“earn more money”, “prove others his/her value”cheeve it himself/herself as well after seeing athe
establishing their own business”, “have controltosther own life”, “be taken serious”, “do anythimg/she

wants freely”, “be rewarded for his/her effortstest the idea of job”, “be independent” and “needhance”.

The fact that the performed study covers a twoestpgocess inevitably restricts the assessments and
recommendations given as a result of the study.d¥ew when the current results are taken into denation;

It is considered that entrepreneurship is not anfjenetic characteristic but also a behavioral ghatquired as

a result of education and learning, entrepreneprshiture and idea have to be delivered to studespecially
starting from the university years and maybe fromgecondary education years and they have todmieged

for “entrepreneurship” by taking certain risks imtocount. Scientific researches have also showvirthibee is not

a significant difference amongst genders in termhendrepreneurship. Besides, individuals’ desireptove
themselves and to have more economical welfareaser the entrepreneurship inclinations of indivisluather

than the entrepreneurship history of the family.

The performed study has two stages. It is a quiteéguing situation to see whether or not there Wwé a
difference especially in the answers of the sanuglestts when they are contacted after two yearss It
anticipated that the results of the questionnairébé performed in the future will reveal more iettimg
findings.
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1. INTRODUCTION

Entrepreneurship has always had a vital functioth place for the development of modern civilizatidmy
process of economic development is determined bgemeneurs and their innovations (Kristiansen laaiarti,
2004: 55). Entrepreneurship and small businesd&as acknowledged as fundamental component of etono
growth and health (Plumly and al., 2008: 17). Liasesentific and technological developments rapictivanged

the structures of the societies and consequentig@mneurship based on the individual and theviddal skills
became more important (Erkan, 1993: 111). Entrepneship is more than the mere creation of business
entrepreneurship is an integrated concept that geen an individual’s business in an innovative mean
(Kuratko, 2006).

Entrepreneurship in classical terms used to beneéfas the self-employed person conducting proatudiy
bringing together means of production and takisg m pursuit of making profit (Emsen, 1996:154pwviever,
it is now taken as a methodology to reach bettésibfations through high levels of creativity (Zjt1999:11).

Entrepreneurs have motivation for success, talke aisreasonable levels, and are willing to takeividdal
responsibility to reach a desired outcome (Moorhaad Griffin, 1989:20). They have the capabilityiriterpret
cases independently from casual ways of thinkird) fage from their own prejudices and take actidiofeing
rapid decision making without exhaustion by possilolangers (Hinterhuber and Popp, 1992:105). The
willingness of persons to take risk is defined tlylo their threshold of endurance vis-a-vis riskgl an
uncertainties. The studies indicate that entrepnenare more risk-lovers compared to other pedpsal and
others, 2005:71).

Entrepreneurship is to have the capacity to senseopportunities offered by our environment, to egate
dreams from these senses, to realize these dredangrojects and bring them into life and to eatei®’ lives
by creating wealth (Bozkurt, 1996:5).

While different definitions are to be found in stiific literature, the common point is that an epteneur is a
risk-loving person capable of realizing the oppoitias not seen by others and turning these inginegs ideas
(Tekin, 2004:3). Entrepreneurship in this senseecowactivities with the pursuit of realizing andpkiting
opportunities, turning these into marketable idedger investing skill, time, money, and effort, and
implementing these ideas in competitive and rislarkats (Kuratko, 1995:58). Therefore, it is a pssef

creating value (Thompson, 2004:244).
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It is observed that the economies with higher gméneeurial spirit and activity grow at a rate abtive average.
Leaving aside this positive impact of entrepreneiprson economic well-being level, following three
developments contributed to its popularity in latesars (TUSIAD, 2002:19):

1) Itis seen as a solution to unemployment;
2) It plays a vital role for the economies;

3) lts recognition in general as a result of demments in economy and business.

Entrepreneurship literature also underlines the wfl the social context. The orientations and bigavof
students and young graduates are influenced bynde@uof personal and environmental factors (LUtmje
Franke, 2003: 137). As an example, researchersdfaomen the importance of the social status of enéreeurial
activities and situations (Begley and al., 1997)h@ participant's environment. Particularly, engaf evidence
for the relationships between the parental role eh@ohd preference for a self-employment career begen

reported several times (Fayolle and al., 2006: 510)

The economic environment the entrepreneur liveseits the economical conditions; the family strustuts
roots, and education sets the sociological comtitiaand subjective perception, work discipline, irge$or
success sets the psychological conditions. Ergreurship is formed as an outcome of different doatlons

of these three factors.

1.1. Objective of the Study

The objective of this study is to identify the epreneurial aptitude of senior undergraduate arghtianal
school students of a foundation university in Ibtanto measure the impact of chosen diploma progran the
level of this aptitude, to find out the type of eéiehining factors that is affected by this choiasg #éo observe the
impact of demographic variables (gender, familywimment, income level and entrepreneurial histoiryhe

parents).

It is also aimed at developing suggestions to impttie entrepreneurial aptitude of students bardtie@results

of the analysis and contributing to the literatimr¢his field through the conclusions and comments.

1.2. Importance of the Study

Entrepreneurship is acknowledged as the “impulpeer” leading to economic development, job creatad
social improvement. Thereby, this study is expetbecbntribute to the development of entreprenéaiiditude

of university students who are considered as “@odpe entrepreneurs” in countries with large young

population by examining their views and the factbesy prioritize in this field.
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1.3. Constraints of the Study
The fact that the survey was made in a single usitye a foundation university and that such tyge o
universities do not have a homogenous studentlpnafgarding the socio-economic status although taeve a

population of limited enroliment compared to puhlitiversities can be considered as an importargtcaint.

Another constraint is the possibility of differgrgrceptions by students of different diploma proggaegarding
the questionnaire. On the other hand, the outcomesaled that different perceptions of question wad

constitute an important problem in reflecting tkemeral tendency.
2. RESEARCH METHODOLOGY

The purpose of the research, sample populationplsagmmethodology, data collection methodology &indlly

research findings will be described under thisieact

3. RESEARCH FINDINGS

Demographic characteristics of students, basiaindétion regarding future work expectations, religpof the

scales created and the results of statistical éestdescribed in the research findings section.

3.1. Demographic Characteristics of the Students

The collected demographic data includes faculty degartment, gender, high school type, places where
students lived prior to attending university, famihcome, number of children in the family, eduoatiof the
father and his profession and upbringing stylehaf student. Findings about demographics are pexben

Table 6.1.1.

Table 6.1.1. Demographic Characteristics of Studest

Demographic Characteristics Distribution Percentage
Banking and Finance 110 27.0
Tourism Management 107 26.3
Department International Trade 69 16.9
Vocational High School 61 15.0
Business Administration 60 14.7
Total 407 100.0
Male 229 54.0
Gender Female 195 46.0
Total 424 100.0
Regular High School 234 55.7
Public/State School 90 214
High School Private School 77 18.3
Trade School 19 45
Total 420 100.0
Places where Metropolis 265 63.2
students lived prior | City 114 27.2
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to attending | District 40 9.6
university Total 419 100.0
1000 or lower 27 7.1
1001-1500 18 4.7
1501-2000 50 131
2001-2500 39 10.2
2501-3000 59 155
Family Income
3001-4000 39 10.2
4001-5000 44 115
5001-6000 36 9.4
6001 or higher 69 18.1
Total 381 100.0
1 84 19.9
2 230 54.4
Number of Children | 3 65 15.4
4 or higher 44 10.4
Total 423 100.0
Elementary School 67 15.9
Junior High School 42 10.0
Education of
Nother High School 200 47.6
University 111 26.4
Total 420 100.0
Elementary School 44 10.4
Junior High School 39 9.2
Education of Father | High School 152 36.0
University 183 44.4
Total 422 100.0
Housewife 240 57.4
Retired 75 17.9
Profession of| White Collar 38 9.1
Mother Own Business 34 8.1
Private Sector Employee 31 7.4
Total 418 100.0
Own Business 201 47.7
Retired 102 24.2
Profession of Father | Private Sector Employee 92 219
White Collar 26 26
Total 421 119.8
Often Repressive 13 3.1
Mostly Free 24 5.7
Upbringing Style Controlled 136 32.2
Confidence — Based Free 250 59.1
Total 423 100.0

Note: Total distribution is not equal to 426 be@asanswers missing on some questions.
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The departmental distribution of the students isf@kws: 27% Banking and Finance, 26.3% Tourism
Management, 15% Vocational High School, 14.7% BassnAdministration, 9.3% International Relationsl an

7.6% International Trade.

Gender distribution: 54% male and 46% female. %bafe regular high school graduates. Prior to diten
university, vast majority of students (63.7%) livieda metropolis while 27.2% lived in a city. 18.1families
have an income above 6001 TL while 15.5% have eonte between 2501-3000 TL and 13.1% between 1501-
2000 TL. 54.4% of families have two children. 47.6¥%mothers have high school education while 23t&e

university degree. 38.9% of fathers have univemsitycation while 23.8% are high school graduates.

56% of mothers are housewives and 17.9% are reth@8% of fathers work in their own business add®%
are retired. Distribution of the type of upbringimg students is: 59.1% confidence-based free an@%32

controlled.

3.2. Findings Regarding Future Business Expectati@n

Under the heading of Basic Information about Futixpectations, questions were asked about the medso
the choice of faculty or school, the kind of workpd students want to work in, the arealfield thaptvio work
in, most significant factors shaping their caremfgrences and whether they have targets beyondetkteten

years. Findings are presented in Table 6.2.1.

Table 6.2.1. Basic Information about Future Work Expectations

Distribution Percentage

| believe that my department will help me ead®4 34.1
the money and status | desire

| see my future more in independent work and.13 26.8

believe this department will provide it to me

Other Reasons 70 16.6
Why did you prefer this

faculty or school?
| selected my department randomly 54 12.8

| believe | can find the relevant information gnéil 9.7
education in this department to help me maintain

my family business

Total 422 100.0
What kind of g Private Sector 218 51.7
workplace would yolOwn Business 85 20.1
like to work in after Study Abroad 49 11.6
graduation? Work in Public Organizations 21 5.0
Other 19 4.5
Father's Occupation 17 4.0
Family Business 13 3.1
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Total 422 100.0
Finance 83 19.6
Tourism 78 18.4
Other 76 18.0
Which field/area would Foreign trade 71 16.8
you like to work in| Marketing and Sales 56 13.2
after graduation? Accounting 23 5.4
Academic Career 19 4.5
Manufacturing — Industry 17 4.0
Total 423 100.0
High earnings 142 34.0
126 30.1
Working independent — desire to achieve
What are the mO§tpersona) satisfaction (respectability) 66 15.8
significant factorg Specific and regular work 51 12.2
shaping  your ~ careg "Fixed income and risk-free work 16 3.8
choice? Not to be unemployed 14 3.3
To escape family pressure 3 7
Total 418 100.0
231 55.3
| have targets but | am open to new alternatives
| have long term targets but | don’t know how tb06 25.4
Do you have targets
beyond the next tenreaCh them
years? | have only short term targets, | have no ig&ad 13.6
about the future
| plan my life daily 24 5.7
Total 418 100.0

Note: Total distribution is not equal to 426 be@atmissing responses.

34.1% of students believe that their departmergcbool will help them earn the money and statug tesire.
26.8% of students believe that their departmensaool will help them get independent work. 51.7%6 o
students want to work in the private sector aftedgation. 20.1% want to have their own busine8%% of
students want to work in finance and 18.4% in wmriWith respect to the most significant factoragpshg their
career choices, 34% of students want to have taghirgs, 30.1% want to work independently and tedesire

to achieve and 12.2% want to have specific andlaegvork.

3.3. Reliability of Scales

Eight different scales were used in the study temeine the entrepreneurial trends of studentepausite scale
scores with values of 1-to-5 were collected andudated for every student. Reverse conversionrfopaed for
the expressions containing negative sense. Witbra explicit expression (1) coded as (5), (2) coded4) and
(3) as the value is included in the calculationcpss. Reliability analysis was carried out for eachle.
Reliability is a concept which evaluates consisyeacd homogeneity for all the questions in a meaaguool.
Reliability analysis is a method developed to asgsbe reliability of the measuring tools (Akgul @evik,
2005:26). Reliability analysis results are presgimerable 6.3.1.
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Table 6.3.1. Reliability Analysis Results for ScateUsed in the Study

Number of Scale Cronbach
Questions in the Standard Alpha
Scale Scale Mean| Deviation Coefficient
Perception Scale for Entrepreneurship Concept 4 .5615 3.456 0.641
Perception Scale Related to the Development oeRrgneurship 7 27.521 5.958 0.895
Perception Scale for Building One’'s Own Businessl &eing
6 25.021 5.856 0.935
Successful
Entrepreneurial Characteristics Scale 6 25.054 06.96 0.937
Entrepreneurship Barriers Scale 5 15.684 5.229 70.84
Necessary Entrepreneurial Skills Scale 5 20.420 0.7 0.908
Perception Scale for the Importance of Business Ria the
) 4 16.274 4.041 0.922
Entrepreneurship
Perception Scale for the Importance of FeasibilRgport In
) 16.415 4.072 0.927
Entrepreneurship

When Table 6.3. Cronbach Alpha Coefficients werangixed; all scales were found to be highly reliabteept

the Perception Scale for Entrepreneurship Con&sgteption Scale for Entrepreneurship Concept waisd to

be reliable.

3.4. Normality Analysis for the Scales

Kolmogorow-Smirnow Z test was applied to determamalysis methods used to investigate the scalesadr
students. The result of the Kolmogorow-Smirnow 2t tendicates which tests to use; parametric or non-
parametric. Kolmogorow-Smirnow tests determine Whetdistributions are equal to normal distributidiest

hypotheses aréd, = Sample distribution is equal to normal distrilut, H; = Sample distribution is not equal

to normal distribution.
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Table 6.4.1. Results for Kolmogorow-Smirnow Z Test

Perception
Score for
Perception Importance
Score  for Entreprene of Feasibility
Entreprene urship Report In thq
urship Barriers Entrepreneur
Concept Score ship
Perception Perception
Score for] Score for thq
Building Importance
One’s Own of Businesg
Business Necessary [ Plan in
and Being Entrepreneu| Entrepreneur
Successful rial ~ Skills| ship  (Scord
(Score 1) (Score 3) (Score 5) | Score 7) (Score 8)
Perception
Score Relate
to the Entrepreneuri
Development al
of Characteristic
Entrepreneurg s Score (Scor
hip (Score 2) 4) (Score 6)
N 424 424 424 424 424 424 424 424
Mean | 155.613 275.212 250.212 250.542 156.840 204.198 162.736 164.151
Normal | Std.
Parametq Devia
rs tion | 345.604 595.845 585.620 595.963 522.941 470.081 404.124 407.232
Absol
ute .161 161 .230 227 .077 219 214 .216
Most Positi
Extreme | ve .100 .105 .198 .203 .050 .165 178 .189
Differen [ Negat
ces ive -.161 -.161 -.230 -.227 -.077 -.219 -.214 -.216
Kolmogorov-
Smirnov Z 3.322 3.313 4.742 4.673 1.580 4.512 4.398 4.458
P .000 .000 .000 .000 .014 .000 .000 .000

P values are smaller than 0.05.typothesis is rejected for all of the scales. r&clistributions are not equal to

normal at the %95 confidence level. In this framekygalculated scores mean comparisons were mattiethe

appropriate non-parametric tests.

3.5. Testing Study Hypothesis

Research hypotheses to be tested have not beeatteavior each score. Score names are shown ireTahl1.

3.5.1.Student Assessment According to Departments

Kruskal-Wallis test was used to examine whethedestti average scores differ among different depantsne

Hqo: For 6 groups (Banking and finance, tourism mansagd, vocational high school, business administnati

international relations, international trade), aggr scores are equal.

Hi: Average score differs from others at least foe gnoup. (This hypothesis will be tested for eatithe 8

scores separately.)
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Table 6.5.1. Kruskal Walllis Test Results for Averag Score Differences According to Departments

Score 1 |Score 2 |Score 3 |Score 4 |Score5 |Score6 |Score7 |Score 8
Chi Square 18.951 |17.403 |[15.472 |10.592 |11.374 |7.049 5.398 17.207
Df 5 5 5 5 5 5 5 5
P .002 .004 .009 .060 .044 217 .369 .004

According to Table 6.5.1. p values for Score 4,r8d® and Score 7 are higher than 0.05. Null hysithes
accepted. This means that these scores don't diffemg departments. P values for Score 1, Scdge@ge 3,
Score 5 and Score 8 are smaller than 0.05. Nulbtigsis is rejected. This means that these scdfes@mong
departments. When average scores are examineashigtores for Score 1 belong to Banking and Fmafioc

Score 2 to International Trade, for Score 3 to Bagnland Finance and for Score 5 and 8 to Internatidrade.

3.5.2. Student Assessment According to Gender
Mann-Whitney test was used to examine whether stugleerage scores differ between genders.

Ho: Female (u1) and male (u2) average scores ard. égdap2),H.: Female and male average scores are not

equal. (L¥u2)

Table 6.5.2. Mann-Whitney Test Results for Studemrfverage Score Differences According to Gender

Score 1 Score 2 Score 3 Score 4 Score 5 Score 6 Score 7 Score 8
Mann Whitney U [22186.000 |19524.000 |19606.000 |(18886.000 |21153.500 [20747.000 |18575.500 |19341.500
Wilcoxon W 48521.000 [45859.000 |45941.000 |45221.000 (40068.500 [47082.000 |44910.500 |45676.500
z -.022 -2.154 -2.097 -2.683 -.847 -1.181 -2.960 -2.350
P .983 .031 .036 .007 .397 .237 .003 .019

According to Table 6.5.2. p values for Score 2,r8@& Score 4, Score 7 and Score 8 are smallerOti@dn Null
hypothesis is rejected. This means that these sdatiffeer between genders. Examination of averageesc

shows that female students have higher scoresniates.

3.5.3. Evaluation According to High School and théPlaces Where Students Lived Prior to Attending
University

The type of high school and the places where stadimd prior to attending university have beewdgtd. The
result is that, the valup value (probability value) is higher than 0.05 for allose types. Therefore, the null
hypothesis that student scores do not differ basedigh school type and the places where studess prior
to attending university is accepted at the 95%idente level. In other words, high school typetafients and
the places where students lived prior to attendiniyersity are not statistically significant on eage score

differences.

3.5.4. Evaluation According to the Family Income oStudents
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Kruskal-Wallis test was used to examine whetheirilfamcome of students results in a significanfeliénce on

their average scores. The hypotheses of the KrWidlis test are:H,: There is no significant difference

between the means of 9 groupls: At least one group’s mean is different.

Table 6.5.3. Kruskal-Wallis Test Results for Averag Score Differences According to Family Income of

Students

Score 1 Score 2 Score 3 Score 4 Score 5 Score 6 Score 7 Score 8
Chi-Square (8.374 18.680 18.535 18.655 12.487 17.911 17.924 19.669
Df 8 8 8 8 8 8 8 8
P .398 .017 .018 .017 131 .022 .022 .012

According to Table 6.5.3., the p value (probabiliglue) is higher than 0.05 for Score 1 and 5. &tuze, the
null hypothesis that the scores of the studentsaddiffer based on family income of students isegoted at the
%95 confidence level. For Score 2, 3, 4, 6, 7 andh8 p value is smaller than 0.05. Therefore, rib#
hypothesis that the scores of the students doiffet dased on the education level of mothers jeated at the
%95 confidence level. In other words, the scoresstoidents differ based on family income for Score
2,3,4,5,6,7,8. Examination of average scores iteicthat students whose family income is betwedH 3hd
4000 TL get highest scores for Score 2,3,4,7 andesits whose family income is between 1501 and 2200

get highest scores for Score 6 and 8.

3.5.5. Evaluation According to the Number of Childen in the Family of Students
Kruskal-Wallis test was used to determine whetherrtumber of children in the family of studentsufesin a
significant difference on average scores of stugl€fte hypotheses of the Kruskal-Wallis test Bfg: There is

no significant difference between the means ofdugs.H;: At least one group’s mean is different.

Table 6.5.4. Kruskal-Wallis Test Results for Averag Score Differences According to the Number of

Children in the Family

Score 1 Score 2 Score 3 Score 4 Score 5 Score 6 Score 7 Score 8
Chi-Square |1.495 4.153 10.418 7.057 5.597 3.501 4.485 2977
Df 4 4 4 4 4 4 4 4
P .828 .386 .034 133 231 478 .344 .562

According to Table 6.5.4., the p value (probabiliglue) is higher than 0.05 for all Scores excemr§ 3.
Therefore, the null hypothesis that the scorestidents do not differ based on the number of childn the
family of students is accepted at the %95 confidelewel. An examination of average scores indicttes

students from families with 4 or 2 children get tlighest scores for Score 3.

3.5.6. Evaluation According to the Education of Mdters
Kruskal-Wallis test was used to determine whethergducation of mothers results in a significaffedence on
average scores of students. The hypotheses ofrilek#l-Wallis test are,: There is no significant difference

between the means of 6 groupls: At least one group’s mean is different.
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Table 6.5.5. Kruskal-Wallis Test

Results for Averag Score Differences According to the Education of

Mothers

Score 1 Score 2 Score 3 Score 4 Score 5 Score 6 Score 7 Score 8
Chi-square |2.926 12.940 13.624 13.052 4,770 7.835 7.298 17.617
Df 5 5 5 5 5 5 5 5
P 711 .024 .018 .023 445 .166 .199 .003

According to Table 6.5.5., the p value (probabiligiue) is higher than 0.05 for Score 1, 5, 6 andhérefore,
the null hypothesis that the scores of studentsaldiffer based on the education of mothers ipied at the
%95 confidence level. For Scores 2, 3, 4 and 8pthkelue is smaller than 0.05. Therefore, the hyfiothesis
that the scores of students do not differ basethereducation of mothers is rejected at the %95id®mce
level. In other words, scores of students diffegdshon the education of mothers. An examinaticth@fverage
scores indicates that the students whose motheesdraelementary school education get the higlueses for

Score 3, 4 and 8 and the students whose motheesshaniversity education get the highest scoreSéore 2.

3.5.7. Evaluation According to the Education of Fdters
Kruskal-Wallis test was used to determine whethereducation of fathers results in a significaffedence on
average scores of students. The hypotheses ofriek#l-Wallis test are,: There is no significant difference

between the means of 6 groupis: At least one group’s mean is different.

Table 6.5.6. Kruskal-Wallis Test Results for Averag Score Differences according to the Education of

Fathers

Score 1 Score 2 Score 3 Score 4 Score 5 Score 6 Score 7 Score 8
Chi Square |2.212 2.405 11.162 3411 9.150 1.837 1.896 12.948
Df 5 5 5 5 5 5 5 5
P .819 791 .048 .637 .103 .871 .863 .024

According to Table 6.5.6., the p value (probabilglue) is higher than 0.05 for Score 1, 2, 4, 3n@ 7.
Therefore, the null hypothesis that the scorestadents do not differ based on the education diefat is
accepted at the 95% confidence level. For Scored38a the p value is smaller than 0.05. Thereftive,null
hypothesis that the scores of students do notrdiffssed on the education of fathers is rejectetheat95%
confidence level. In other words, the scores ofietits differ based on the education of fathersexXamination
of average scores indicates that students whobkerfathave an elementary school education get thieesi

scores for Score 3 and students whose fathergenaté get the highest scores for Score 8.
3.5.8. Evaluation According to the Profession of Mibers and the Upbringing Style of Students

The profession of mothers and the upbringing stflstudents have been evaluated by Kruskal-Wadks to

find out if average scores of students differ. Blbrscores thg value is higher than 0.05. Therefore, the null
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hypothesis that the scores of students do notrdifised on education of mothers and their upbringiyle is
accepted at the 95% confidence level. In other sjosdores of students do not differ based on theatbn of

mothers and their upbringing style.

3.5.9. Evaluation According to the Profession of Rhers
Kruskal-Wallis test was used to determine whethergrofession of fathers results in a significaffetence on
average scores of students. The hypotheses ofrilek#l-Wallis test ardd,: There is no significant difference

between the means of 5 groupis: At least one group’s mean is different.

Table 6.5.7. Kruskal-Wallis Test Results for Averag Score Differences among the Profession of Fathers

Score 1 Score 2 Score 3 Score 4 Score 5 Score 6 Score 7 Score 8
Chi-Square |5.267 7.815 11.254 8.964 1.037 12.541 12.306 6.349
Df 4 4 4 4 4 4 4 4
P .261 .099 .024 .062 .904 .014 .015 175

Examining Table 6.5.7., the p value (probabilityueq is higher than 0.05 for Scores 1, 2, 4, 5, &ntherefore,
the null hypothesis that the scores of studentaaldiffer based on the profession of fathers epted at the
95% confidence level. For Scores 3, 6 and 8, thelpe is smaller than 0.05. Therefore, the nulldikipsis that
the scores of students do not differ based on tbfegsion of fathers is rejected at the 95% configelevel. In
other words, scores of students differ based orptb&ssion of fathers. An examination of the ageracores

indicates that the students whose fathers aretprsector employees get the highest scores foeS&6 and 7.

4. CONCLUSION

Throughout the world, student interest in entrepugship as a career choice is growing, while irstere

traditional professional employment in big businissgradually declining (Kolvereid, 1996: 46).

Improving entrepreneurship is one of the ways tilithelp Turkey to guarantee its place in the nezonomy
and to diminish the economic disparity it faces@mparison to developed countries. Generation fgpes and
enterprises with entrepreneurial mentality will patie way to an economy that is more productivegvative,
competitive, creative, and flexible. Therefore, aeel of welfare will increase as long as the gtévinitiatives

based on competition; so-callefiiee entrepreneurshig’ is consolidated.

While there is a sharp shift from industrial sogiéd information society, the capability of indivals and
countries to remaindbove competitiori depends on the discovery of their entrepreneyridéntial. Therefore
entrepreneurship is recognized as thepulsive power’ leading to economic development, job creatiord an

social improvement.

Until recently, the determining factors used towmeghted as 30% for academic and technical knovde84%

for practice and experience, 36% for individual relcteristics either natural or acquired, while tioée of
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education was also acknowledged. The shift to tifi@rnation society changed the percentages in fafitine
first component and the entrepreneurship of thé 2éntury started to be defined aiférmatics
entrepreneurship’ (Senocak, 1992:181).

This field of multiple interests draws attentiororfr the whole society, especially from academiciand
professionals (Ozbilgin and other, 2005:2000). &Amlexamination of literature showed that numeraasofs
playing role in development of entrepreneurshipentaken into account during previous studies. Riatleto
earn income, impacts of family and education, @e8ir prestige and social status, professionakfsation,
gaining assets, opportunity for admission or seiplyment, and enthusiasm for occupation can bateduas
some of the outstanding factors (Paolillo and E<t882:789).

Personality is a principal factor affecting entespmrurship which gives individuals the initial cogeato turn

their ideas into concrete projects and the persistéo preserve their desire for success (Naffzig99:22).

To initiate an enterprise; opportunities need todeatified, a business plan needs to be develdpedyrocesses
like administration and supply of necessary reseaireed to be revised (Hisrich and Peters, 1992863ides,
upgrading personal interests, desire for economiefit and profits and the need for success ayehpkgical

variable are basic motivations for initiation oftieapreneurship.

According to the outcome of the survey, the majoot students of 34.1% believe that the prograny thes
enrolled will provide them the income level andtssathey desire, while 26.8% see their future iti- se
employment. When asked about the field they ardingilto work after graduation, 51.7% expressedrthei
preference in favor of private sector, followed 263.1% planning to start up their own business. Haurhore,
high level of desire for “high income” and “workingdependently” can be considered as a reflectiothear
entrepreneurial tendency. These results shouldteepreted as an indication of students’ willingnés ‘create

jobs” rather than looking for jobs”.

Under the concept of entrepreneurship liemasculineimage created by actions such as eagerness, bs|dne
courage, self confidence, risk taking. Thereforender was expected to have an important impact on
entrepreneurial activity which was disproved by shevey results. On the contrary, scores of giith wegard to
the determining factors of entrepreneurship in@idahigher results. It is possible that the morevact
involvement of women in business, their growingerast in entrepreneurship, and consequently bifth o

“business woman” concept as opposed to “businessararunderlying factors.

Therefore, it will be better to look at the futuagher than the past, when the relationship betvpeefessional
tendency and entrepreneurship is analyzed fromgemder perspective. Because female entrepreneers ar
expected to stand out in business world with tlesiotional qualifications such as tolerance, rediaticin,

tenderness, patience, and readiness to share.
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Another factor that was taken into consideratiors Wee environment they were living in before théversity
and the type of high schools they graduated. Howehese factors turned out not to be importangnughe
study based on the expectation of higher entrepreaidendency in individuals born and having liviedrural

areas.

While the entrepreneurial spirit can be genetienifia environment and education do also contribiatets
development (Bird, 1993:15). The impact of the fgns determined by the social and economic coodgi
Entrepreneurs mostly rely on their own knowledgepeziment and capital. Therefore, young people from
families with low income level are expected to havamotivation for search ofSsurance”and tend to take jobs
in public sector providing a fixed and periodic ange. This expectation was confirmed by the survey the

students from high-income segment turned out t@ légher entrepreneurial tendency.

Regarding the number of children in the familyisiievident that their means to raise children andrepare a
future for them decline with the increasing numbéris fact led to the assumption that the childoéfamilies
with fewer children will have lower tendency fortespreneurship. The survey showed that this tenderas

mostly observed in students with families of fohildren, followed by those with two children.

With regard to the impact of the education levelgparents in the entrepreneurial willingness, sisipgly
children of primary school graduates were obsetedae more eager to have his/her own businessh©aother
hand, mothers’ occupation and their way of raisihgdren turned out not to be influential on thefldren’s

entrepreneurial willingness.

Although taking over the father’s business is cdestd to be an important factor, its relation te ¢hildren’s
choices of occupation was measured as well. Apfigreéhe children of fathers working in private sachave
higher entrepreneurial tendency compared to otfidrs. shows that starting up one’s own busineseén as a

solution vis-a-vis the difficulty of finding a jobith a fixed income both in public and in privagctor.

Entrepreneurship is acknowledged as the cornersibtiee economies. Therefore, encouragement ofeusity
students in this direction will pave the way to kerlucated enterprise owners and more competitivdyzts
and services by increased quality, design, andomest satisfaction. To conclude, this study shovet the
creative qualifications of students need to be ges through education in universities in ordeeteourage
them for entrepreneurship. To foster entreprengurspecialized courses have become increasinghnan in
tertiary institutions and enterprise education besn promoted to encourage entrepreneurial beh@®éterman
and Kennedy, 2003: 131). This way, the number tfe@neneurs can be increased, there by contribtdihging
our country to a leading position.
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X. ENTREPRENEURIAL MOTIVATION IN COTTAGE INDUSTRY A CASE STUDY IN THE
SILK INDUSTRY OF ASSAM (INDIA)

Nihar Ranjan Kalita
S.B.M.S. College

1. INTRODUCTION

In India, cottage industry refers to “one whictcéried on wholly or primarily with the help of méers of a
family either as a whole or a part time occupaticrtie location of cottage industry is restrictediiiftage. So it
is regarded as village industry also. Basicalllagié industry is a part of small scale tiny industFixed capital
investment in a unit’ has also been adopted aifiteria to make distinction between small scald wiflage
industry and large scale industry since the inoeptf first Industrial policy of India on 1948. the Industrial
Policy statement 1991, the Indian government cameitl that a small scale unit may have the invastrme
plant and machinery up to six million rupees andtifi@ tiny unit the limit is up to 0.5 million reps. However
to make the distinction more clear between smallesand village industry, the Government has browgh
change in the terminology that is used to referlsseale and cottage industry. In 2006, the Goveminof India
enacted the Micro, Small and Medium Enterprisesdisment Act (MSMED Act) which provides the first
ever legal framework for recognition of the conctpiterprise” (comprising both manufacturing andvems)
and integrating the three tiers of these enterprise micro, small and mediufSo, the term village
industry/cottage industry is being replaced with term micro and small scale enterprise (SMEsptoaut the

conceptual anomalies and for clarity. Hence forthwould also use the same term to mean a cottdgstiry.

Worldwide, the micro and small enterprises havenlaeepted as the engine of economic growth. liajritle
SMEs play a pivotal role in the overall industrypromy of the country. It is estimated that in tewhgalue, the
sector accounts for about 30% of the manufactuouput and around 33% of the total export of thentoy.
The major advantage of the sector is its employmetential at low capital codt.The labor intensity in SMEs
is estimated to be almost four times higher thanléinge enterprises. India is a labor surplus e¢gumiving
almost sixty five percent of its people living inral area. So SMEs play a significant role for Ifeting
employment opportunity to rural people. In 2004-@8lage industry alone has given employment to87.6

million rural people.

Since 1991, India has initiated a new industridl \gg under the policy of Liberalization and Prization.

Opening up of Indian economy through reforms havergtwist to the industrial scenario of the coynuring

2 Dhar, P.K., Indian Economy-Its growing Dimensiqn485 .

3 www.kvic.nic.in
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the post-reform era, total number of small scalésuhas increased from 1.95 million in 1990-91 @&l

million and number of employment has also touchee\a height i.e. 31.25 million in 2006-07.

The contribution of small scale industry (SSI) sedbwards export is also increasing at a faster daring the
post reform era. On the ground of statistical baaglm, it is clear that micro and small scale sebims
registered growth in terms of production, employmand export. But on the other hand the numberilkf s
industry in this period reveals a complete difféngicture. At the end of March 2003, there wererlyeh 71 lac
sick or weak industrial units on the roll of schisdlicommercial bank. Surprisingly, more than 1a&7of these
units were in the small scale sector which cortstilbout ninety eight percent of their total numb&wo major
problems responsible for the sickness of small tmg industries are lack of availability of adegmatredit,
especially working capital and problems associatétti marketing of products.In this respect, Small scale
Industry Association remarked that the main probtd#rsickness of small scale and micro industryhi they
are not able to effectively market their productshie absence of brand names and superior adagrpsiwer of
large scale industry. Dominance of medium and lag@e industry in the new free economy has mad&sM
unviable. Removals of various protection measufe33d in the free economy have given a jerk toghevival

of SMEs. The same is true in case of Assam also.

2. ABOUT ASSAM:

Assam is the pioneer state of the North-Easteriongg India, whose economy is full of opportunéid he state
is located in the far north-east part of the courithe area of the state is 78523 sqg. kms. as sigdi@ country’s
total area of 32, 80,483 sq. kms. Thus the stamstitates 2.39 per cent of the total land areahefdountry.
Population of Assam stood at 20.66 million as 26@4sus. The state is bounded by Bangladesh onaseand
south and is close to Myanmar on the east andiet,TBhutan and China on the north. The economyssam
can be described as an underdeveloped one andcthaed by poverty, industrial backwardness,
unemployment, paucity of infrastructure, untappatlral resources etc. The state is lagging behiner states
in regard to industrial development. This is dueabsence of large investments in industry durireceding
plans and Assam’s geographical isolation. The itidlssector in the state has been centralized rat@ome
major industries, i.e., Tea, Jute and Oil. The r@dwf private industrial investment in Assam isyvyeoor due to
heavy risks involved in the investment. These resesboth natural risks, arising through naturédrmmities like

flood, droughts and political risk as the statelfts a border state.

It needs no emphasis that absence of industnadldement in Assam is both a cause and an effedeaith of
local entrepreneur. An industrial culture is yeta&e its root in the heart of the indigenous peayfl Assan.
Though the state is lagging far behind than theroplarts of the country in relation to industrgditionally the
state is known for its rich indigenous handloomndieraft products produced in various tiny and agdt

industry. Various cluster of production at localde were existent in different part of the states per

4 Dhar,P.K., Indian Economy-Its growing Dimension4#7
5 Dutta,Ruddar & Sundharam,KPM, Indian Economy,pp-664

5 Dhar,P.K., The Economy Of Assam, pp-36-37
" Baruah,R.K., Financing Small Scale Industries, PP-10
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information provided by Khadi and Village Indusgi€ommission, Assam (KVIC) there were no. of fagsilin
Hajo and Sarthebari producing brass-bell metalsii®nn Barpeta dealing with ivory and fire worksine and
bamboo furniture in different parts of the statat Bie remarkable feature of these once-very -faindustries
are that they are almost non-existent at preseanious causes including dearth of capital, raw neltetc can
be assigned to their collapse. But the main rea$dine non-existence of these home based industriesk of
entrepreneurship in the second generation of tiremeneur family. It is noticed that most of yoditbm the
business household of these industries are reluttaarry on their traditional businesses in thvesse
situation and rather opted for different businesg@vernment job. It is the silk industry of Suatkiivillage
where the same logic does not hold good. The aliagpopularly known as “The Manchester of Indiaf’ its

unique handloom product especiattylberryandmugasilk cloth

3. SILK INDUSTRY OF SUALKUCHI: A PROFILE

Sualkuchi is a small census town. It consists af t&venue villages, i.e., Sualkuchi and Bamun-Suaik
standing on the north bank of the mighty river Bralputra 32 Km west of Guwabhati, the capital of Ass@he
two combined revenue villages or census towns olyuknown as Sualkuchi covers an area of 12 sq.4km
from east to west and 3 km from north to soutthtoliank of river Brahmaputra. It provides resideiac2l,252
local people excluding the migrant weaver and othborers as per 2001 census. However inclusiothef
migrant would increase the number up to 50,000resgnt. As a matter of fact Sualkuchi was a “cvilfage”
having severatottage industries till the forties of the last wep. Besides the handloom industry, oil pressimg i
the traditionalghari in the Bamun-Sualkuchi, gold smithy of the Sopara, pottery in the Kumarpara area in
West Sualkuchi comprised some of the cottage imiggstThe industries other than handloom are nonosi
extinct and all the artisans have taken up silkwivepas a profession, even the fisher man of rbige area have

given up their traditional profession and takersilip weaving as the main source of incofne.

8 Baishya,Prabin, The Silk Industry of Assam,pp-63
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Table 1: Facts of Silk Industry, Sualkuch? #

Sl. No.
1961 1971 1981 2002
1. Total No. of looms
A. Pat 1200 2165 2998 16717
B. Muga | ----- 1359 2680 12688
C. Tasar | - 806 318 2645
----------------- 1384
No.of  Households
2. with looms
Average No. Of| --—---- 1077 1478 2968
looms per family
3.
Employment | - | - 2.03 5.63
A. Loom
Owner
4. B. Hired weavers 33924
Family
weavers | - | e | e 4715
D. Helpers
E. Yarnreelers | - | - | - 13827
Fabric Production | - | = | - 5341
——————————————— 7770
——————————————— 2271
5.
--------------- 3million sg.mtr
(per year)

The data of Table-1 reveal that the number of loomSualkuchi has increased by 5.57 times in 2082 4981
and the household having looms have also goneyumdre than 2 times. The average number of looms pe
household was a little more than 2 in 1981, bi#002 it increased to 5.63 per familifhis is a clear picture that
shows the increasing importance of silk industnsimalkuchi though the country’s economic environtriemot
conducive for micro entrepreneur. Tremendous pisyod this cottage industry in the era of intensisepetition

of large-scale industry has given a scope for #searcher to study into various matter of surviviagor of the
industry in a non conducive environment. We, beasgociated with the village for last 30 years,ehauticed

immense entrepreneurial capabilities of villagerkeep their business going on against all odd.

In the context of this unique characterigiicthis village industrywe have proposed a case study among the

rural entrepreneur of Sualkuchi village with théidaing objectives:

? |bid,pp-75,128-129
# These facts are the results of a project and woitéhis paper worked as a supervisor in the ptdfagtanced by NEDFi,
Guwabhati, and it is the first comprehensive stufihe industry.
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1) To analyze the factors those have motivated ruealpfe of Sualkuchi to enter into the
business.

2) To prescribe some suggestions for improving engmegurial ability among village people of
India in the context of global competition. (65%pafople still live in village of India.)

4. SAMPLE DESIGN

The family business of Sualkuchi’'s silk industrgshgot tremendous importance at present due ttange
employment absorbing capacity and low cost of petidn per unit of output in a comparatively cabaad
technology deficient society. It is to be mentiontdtht due to absence of Government jobs and weak
industrialization base in the north-eastern redBR) of India, micro and small scale enterprisgym vital role
in shaping industrial sector in the region. The yapon of Sualkuchi village is around 50,000 irdihg migrant
laborer. The village consists of two revenue gdlaunder thred’anchayats(Local government) namely East
Panchayat,Middle Panchayatand WestPanchyat For the Study we have followed the division ofuBh
(locality) of the village. In every location, youratrepreneurs who are not over 40 years of age feeind out
and a proportionate sample were selected out af yatuth entrepreneur in every chuba or localiyge 40 is
taken as a cut off age by considering the factékanh at the time of opening up the economy thraefirms the
person crossed at least eighteen years in 1998et care has been taken that in any case sarfalpasticular
chuba is not exceeding 10% of total sample. Thifoise to give equal representation to youth endregur of all
area of the village and to avoid biasness in theesu In this way we have selected 200 samples fifmemyouth
entrepreneur of the village. A questionnaire witlitatble questions to judge the entrepreneurial vatitn was
prepared and distributed among those selected yenittiepreneur of the village under the supervigibiseven
well trained enumerators. Another questionnairewas also canvassed among some selected successful
entrepreneur of the village to cross-match thesfaited by young entrepreneur of the industry. fdsearcher
individually collected information of this questiasire and met people directly to collect informatim make
study more comprehensive and accurate. Howevemibrth to mention that judging or measuring wation in
an industry particularly in a cottage/ village istly can not be done correctly by using methbdswe follow in
case of modern, large scale industry. For thaopg attachment to the local people is an utmesessity. The
researcher humbly admits that staying almost 30sya the village and having looms in his own hotnave
given him ample scope to understand the businesgedisas entrepreneur properly. However in judgand

analyzing the facts, the analyzer tried his lewstlio maintain neutrality to get the result petrfec

5. HYPOTHESIS AND METHODOLOGY

The study is purely analytical and confined to maioduction center of silk cloths including traalital Mekheé-
Chadar®, Saree™ etc of Sualkuchi. In the study it is hypothesitieat in Sualkuchi

19 Mekhela-ChadarA two-piece traditional dress material wore Agsamese woman

11 saree a five meter long single piece dress materialenmy Indian woman.
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H1- Society assumes entrepreneurship as gooderafibial.
H2- Family having silk business encourages thaldmn to enter into the same business.

By its very nature, the topic, analyzing of entegurial capabilities of silk cloth producer ergakposition of
vital and intricate areas of silk production of Assthrough a comprehensive and schematic inveistighised
on collection of field data and properly blendedhwthe storehouse of book knowledge. Thus our stuolyld

be based on data obtained from both primary anohsieey sources.
6. DATA INTERPRETATION AND FINDINGS OF THE STUDY

As it is mentioned in the Table-1, Sualkuchi’'ksihdustry has registered positive sign of growttthe era of
intense competition of liberalized era; the villaggustry occupies an important role in the indasicture of the
state. Due to some inherent features of SMEddikeproduction capacity, high cost of productior absence of
selling cost, they can not compete with large saaldti national company (MNCs). Worldwide, microterprises
are facing these problems of incompetence. So aheither forced to stop functioning or to modifyucture to
loss their original identity. Considering the gromef Sualkuchi’'s cottage business as an exceptional and
entrepreneurial activities of young generation sokd, we have done an analysis with the accumdildiga to

examine the hypothesized fact. The findings aftanaing all details are listed below.

6.1 Early-age Entrepreneurship

In a factor driven economy, growth of eagigge entrepreneurship is common. However in aneds of India as
well as in Assam, young people are more attraaiedhite color job due their perception about adtime and
business are troublesome and problematic. Backwasdof agriculture and absence of basic infrastracwith
inadequate technical education, inadequate cdpta compelled rural young generation to get ddesbrin jobs
which require less hard labor but provide finangaturity to himself and family. Inability of Govenent to
provide employment has created lots of socio-ecangmoblems particularly the problem of militancy i
backward region of the countnyt is well known that north-east region of the ctwyns the hot bed of terrorism.
Present youth of the region are attracted to tistrgroup who provide alternative engagement inrihee of
revolution. In many villages of Assam this phenomés very common. However the economy of Sualkuch
village is strong enough to provide alternative Eyment opportunity that results almost zero rateyauth
participating in militancy. New generation of thilage value their business and go to participaté without any

second thought. This fact can be established Wwitelp of Table-2
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Table 2: Entfxge Group of Entrepreneur

Entry Age group No of Entrepreneur % to Total
15-20 11 5.5%
20-25 105 52.5%
25-30 39 19.5%
30-35 40 20%
35-40 5 2.5%

Total 200 100.00

In Table 2, it is observed that the business géeermore attraction to the age group of 20-25. @u200
entrepreneurs 105 entrepreneurs (52.5%) had stimédentrepreneurial activity as early as in kestw 20 to 25
years of age. Again the no. of entrepreneur tHadrtaip entrepreneurial activity at the age groug®s80 are 39
(19.5%). If we add both the figure, it come outttbhat of 200 entrepreneurs 144 business man dtaintgr
business at the age group of 20 -30! Obviously thisery tender age of their life. This fact refeethat
entrepreneur of Sualkuchi are motivated to eimtier business at very early age of their life anslignifies that
they are entering into the business not out otifatisn of not getting any Government job rathevehhigh dream
with their business. In Table 2, it is seen thdy @5% of business man started their venture atatle of 35 and
over. Again it is noticed that even at the age pgroti15 -20 also 11 entrepreneur shouldered uperdthy of
entrepreneurs in their family. This is a really glear fact. This data shows that even a persohowit finishing
their school education entered into the businesme@lly no cottage industry shows this kind ohdref early-
stage entrepreneurship in Assam. So the case tughis silk business needs a proper examinatiwhfar that,

motivating factors should be verified.

6.2. Motivational Factors to Enter into the Enterprise:

Motivation refers to the way in which urges, dsgyedesires, striving, and aspirations or needs
direct, control, or explain the behavior of humaging? In simple term motives are expressions of a pésson
goals or needd . Motives are the background prompter to carryentrepreneurial activity and thus occupy a
significant place in determining entrepreneurighaaility and shaping business attitudes in a spclettan be
developed through training and education. As nunabeural people is more than 65 percent of Indidtal
population ,it make a case to give importance talrentrepreneurship for balanced regional devetg,
generation of employment and optimum use of latesburces. Because of such importance, emphaslsekas
given for improvement of rural industries in indimlt policies of India. However, rural entreprenghp is
marred with various problems. One of the major legds growing negative attitude among rural people

regarding micro and small enterprises as numbéhnerfi are now either sick or on the verse of coaps the

12 MccClellan, D.C., The Achieving Society.
13Kanka,S.S., Entrepreneurship Development,pp-40
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post-liberalized era, Indian youth are more ateadb the jobs of service sector. In fact it reesré quantum
leap. Unprecedented growths of information techgpla@omputer software, and multinational companyeha
lured young generation to high income jobs. Theestnend is also observed in Assam both in ruravels as
urban areas. Exodus of young people outside Asgarticularly to metro cities to seek job has créatecuum
in the society and it has major socio-economic equences. But in contrast, young generations olk8clai
village are showing a different attitude againg tiational trend. Instead of getting away, theysl@wing an
attachment to their age old traditional busine$g @ata of increasing number of looms and locakenéneurs
have already established the fact. So in the stwdyhave enquired about the fact and tried to dintthe causes
of motivating young generation to take up entrepueship profession though there are number of probl
attached to the business. There are several niotigtfactors that generate positive enthusiasmrgnocal
youth to enter into the business. The informatiegarding their motivational attributes is summatize Table
3.

Under the present study, the entrepreneurs ag&ked to rank in order of preference, any tbfegiven factors.
The factors of motivating them were ranked by wegghscore by according 3 points to the factorsedrfkst, 2
points to the factors ranked second and 1 poittiédactors ranked third. On the basis of the pdage of total

weighted score of each factor overall ranking islena

Table 3: Factors to Accelerate Entrepreneurial Actvity

Entrepreneur’s Ranking Weighted Rating Rank

Factors To start Business Activity One Two Three score

To Earn Money 23 17 35 138 11.50 05
To carry out Family Business 76 45 32 350 29.17 01
Being Sualkuchian 17 33 30 147 12.25 03
Motivated By Family Members 28 30 27 171 14.25 02
No other option 20 28 18 134 11.17 06
Influence of Training 3 2 6 19 01.58 08
To be Self dependent 14 25 10 102 08.50 07
Influence of Success Stories of other

Entrepreneur 19 20 42 139 11.58 04

Total 200 200 200 1200 100.00

From this classification, the factors to carry @ily business have got first rank. It impliesttlaprominent
compelling factor of the entrepreneur is respotigibdf carrying family business. And thus sign#i¢hat the
society is successful to promote its value on t&rtess to attract new business man from their @y On the
basis of weighted score, the second strongestrprefe is given to family background .1t has beamibto be
the most prominent factor that effects formation atfitude towards entrepreneurship. This fact ighlyi
significant among the silk producer of Sualkuchil gmescribed an answer to the other industry baseidty to

revive their sick industries. Another motivatingtiar for the entrepreneur is the feeling of beingl8uchian
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among thesmelves.This is an extra-ordinary reasandtivate people to take up entrepreneurial resipdity
that come out in the study .The feeling of beinglBuchian has also led some service holder of tege to
own looms so they can sell silk clothes among eglles and their family member and earn some extreeyn

It signifies high regards of local people to thesiness and so the strength of the industry. “N@motption”
factor ranked sixth in factor list and thus shohattmost of the entrepreneurs entered into busimeseut of
frustration of not getting job. The fact is supparty early-stage entry factor also. Another staytfact of the
study is the absence of formal training among dlwallentrepreneur. Training is considered an ingmbrtool to
encourage rural people to embark enterprise. Fat, findian Government has established various inglus
specific institutions to provide necessary expertéd training in the rural area. However contrarythe
established belief , Sualkuchi’s entrepreneur Isatl an example that even without formal training
entrepreneurship can be boosted provided the yodetved the business activity as profitable asarding
one. In the survey it is revealed that only 15 epreneur (7.5% of total sample) have received itrgifrom
different training institute likeAssam Samabay Resham Pratisthitional Institute Of Fashion Technology (
NIFT), Sualkuchi Institute of Fashion Technology¥), Central Silk Board etc. Instead of trainingyupg
entrepreneurs were more fascinated by succesgstofiother silk businessmen of the village. Passasof
material assets like real estate, luxurious cartdagt standard of living of some entrepreneur hisnekrectly
attracted young generation to the business. &t ietrecalled that large scale production ofditkh have given
more profit to some entrepreneur and it resulaiily money power of them in the society. When $émmpan
turn to be a big businessman by taking entrepréadeactivity within a short spun of time in fronf goung
people they accepted them as role model. As atrémyl conceive the idea of doing the same busilesson.
With it they envisage to gain more money power, rionp standards of living etc. In the survey, “to dudf

dependent” factor has registered 8.5% weightedesand thus ranked seventh in the rank chart.

6.3. Influence of Family Occupation:

It has been found that family occupation has actlimpact in the building of entrepreneurship amgogth of
village people. An individual's socialization takgkace at home, at the place of education andharapheres of
interaction™* Family back ground along with parental role mdus been found most prominent factor that affects
early socialization and hence formation of entrapteship. From the information of the present asialyit is
found that family having silk business are ofteadi¢heir male child to take up that entrepreneagvity that too

at the very early stage of life. The result of fgnaiccupation is shown in the Table 4.

In the Table 4, it is clear that 51% of entrepreneat 102 entrepreneur are having silk businestheis family
occupation. If we add figures of weaving and trathe, number stands at 132. It is to be noted thetvimg in

handloom as well as doing trade of silk cloth sbatonnected with silk business of Sualkuchi.

14 ‘Goel, Vohra, Zhang & Arora, * Attitude of Youtfiowards Entrepreneur and Entrepreneurship, WorRigger No 2007-
01-06,pp-6
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Table 4: Famiyccupation of Entrepreneur

Family Occupation No. of Entrepreneur % to Total
Agriculture 7 3.5
Service 34 17.0
Silk Business 102 51.0
Weaving 20 10.0
Shop 18 9.0
Trade 10 5.0
Others* 9 4.5
Total 200 100.00

*Other occupation include Bonded labor, Helpers

So total number of entrepreneurs having silk besdrstands at 132 (66% of total entrepreneur)mFrie figure
it is clear that family occupation has direct effem the youth entrepreneur of Sualkuchi. The eopnof
Sualkuchi is not based on agriculture and only #fepneneurs are coming from agricultural backgroonty.
Even it is found that these entrepreneurs are rginally from Sualkuchi and settled in the villagdose fathers

were migrant weaver in the silk looms earlier.

6.4. Problems of Entrepreneur:
Hindrance of business stands as a bottleneck ofgmeneurial activity. General bottlenecks in tegelopment of
village industries are mostly financial constrajritsck of technical know- how, lack of training, naement
problem, lack of quality control, high cost of prmtion, lack of market information, obsolete andmitive
technology and lack of promotional activitiésn our study we tried to find out what are the kjemns youth
entrepreneur of Sualkuchi have faced at the tim&tarting their business. The information colledegresented
in the Table 5. As far as problems are conceumetr the present study, the entrepreneurs weesldskrank in
order of importance, any three of seven given maisl The ambitions marked by them were ranked bghted
score. On the basis of the percentage of total eifyscore of each problem, overall ranking is nfdas it is
observed in Table 5, number one problem of thellea&repreneur of Sualkuch’s silk business at tiaeting
period of venture is ‘shortage of capital’. Irtbhart, 28.08% weight- age has given to this mbdnd it ranked
No. 1. Since eighties of last century, the pattdrsilk Industry has taken a new shape and itedro be factory
oriented rather than confined to family memberyoNlew entrants to the business were more intatdetpursue

business in large scale by investing more capitdl @nploying more labor. In fact, in the study alg® have

15Khanka,S.S., Entrepreneurial Development,pp-29
18 prasain,G.P.(Ed), Entrepreneurship And Small Scalestries,pp-45
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found that though the average number of looms paséhold was almost 2 in 1981, the no. of averagms per
family gone up to 5.63 in 2002. In the survey w¢ five such entrepreneurs who own loom more tiam3heir
factory. Obviously this necessitates more capiitah the predecessor. Increasing price of silk yad other raw
materials, doing related works through hired labave increased the amount of investments per Iétonever,
in the village there are only two national bank €dmank has started operation only in March’09) withee
branches and two other local banks to cater thd néauge entrepreneur of the industry. Morediiese banks

were not interested to provide loan to cottage strqudue to high risks involved.

able 5: Problem Faced By Entrepreneur at the EntryTime

Entrepreneur’s Ranking Weighted Rating Rank

List of Problems One Two Three score

Shortage of Capital 68 52 29 337 28.08 01
Shortage of Space 47 42 31 256 21.33 03
Non-Availability of labor 36 57 63 285 23.75 02
Fear Of Loss 20 12 15 99 08.25 05
Lack Of Business Idea 07 03 12 39 03.25 07
Not Permitted by Family 11 23 32 111 09.26 04
Others* 11 11 18 73 06.08 06

Total 200 200 200 1200 100.00

*Others include problem like “not inteted to business first”, “lack of confidence” etc

Second problem of the entrepreneur is “shortadelafrer/ weaver”. The reason is obvious from tha faat if
everybody turns into entrepreneur instead of waylkia weaver in the loom there must be shortagebofrér. In
the industry 72.13% of weavers are hired from distallages of the state. Sometime they do not ctaek
from their home after taking heavy amount as adeanoney for the work. This has increased inactiarls in
the industry. The third major problem accordinghe weighted score is the problem of space (21.33%#
small loom owners of Sualkuchi are mostly usingaat pf the residential house and they have no kand
construct even an ordinary house as work shedt may be recalled that Sualkuchi is one of thiekly
populated villages of India and the density of dapan per sq.km is about 3334 as against the maltiaverage
of 325 per sq. km! Because of such heavy densifyopllation those willing to have a separate woekisfor
looms can not construct it for want of space. Amotiger initial problem, 11 entrepreneurs have gitrenfirst
choice that their parents were not interestedltwatheir children to start this business. Sanedirfigg was also
aired 23 and 32 number of entrepreneurs with tieerskand third choice respectively. Close enqufrthese
entrepreneurs revealed the fact that some parénthég their children are not matured enough toycaut
entrepreneurial activity as the business becomee mmoublesome day by day. Some of parent ratloee dtig
dream for their children other than this busindé$swever though they initially hesitate to allow théo do

business later on they did not stop to provide s&agy help for the progress of the business. Qihmrlems

17 Baishya, Prabin, The Silk Industry of Assam , (23-1
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marked in the list are “fear of loss, lack of calefince, lack of business idea etc. However theselgmms are

very negligible in terms of weighted score and thasupy low rank in the problem chart.

6.5. Ambition in School Days

Ambition is the wrench of all motives. The intemts and initiatives of a man are motivated by leis/h
ambitions. Ambitions in schooldays or in studerfe liare also considered as motivational factors for
entrepreneur. Well conceived notions, careful plagncalculated risk training, timely decision madgiand
swift execution make the ambition meaningful andtful. *® Apart from having motivation one needs to have
opportunity to fulfill their ambition. Some peoplairrse an ambition and to fulfill the same, plan ahdain
necessary skills and facilities and achieve theibition in a planned way? In this regard we have enquired
about the number of entrepreneur having ambitiosdhooldays to increase entrepreneurship in Suaikuc
Information about their ambition at tender ageeiguired to know about the attitude of local peaglgarding

their age old traditional business. In the follogvifiable, Table 6, we have summarized the finding.

The information from Table 6 reveals that societySoalkuchi accord high value to business whicbésg
reflected in the attitude of next generation. Ibiserved from the data of Table 6 that most ofethteepreneurs
are not entered into business by luck or defauRather majority of them had a conceived dreamaasitk
business since the schooldays. It is quite nathealwhen a society gives more value to a partianldustry or

business, new generation often tends to flow into i

Table 6 : Auition in School days of Entrepreneur

Sl. No Ambitions No. Of % To Total
entrepreneu
1 To Become A rich person 42 21%
2 To Be Highly Educated 26 13%
To Get a Job 25 12.5%
4 To be a responsible Familyl2 6%
Person
5 To be a businessman 93 46.5
6 To enter Into politics 2 1
Total 200 100.00

Out of 200 entrepreneurs, 93 (46.5% of total) mduewd that they had ambition to enter into silk ness right
from school days. 21% of entrepreneur had an &nbib earn money in their school days. Thougheheas
no any instrument to judge how they planned to eaoney, but one can assume the impact of social

surrounding and social influence in the mindsegafwing kids. So they are also likely to be motacatoy

18 prasain,G.P.(Ed), Entrepreneurship And Small dcalestries,pp-45
19 Indian Institute of Entrepreneurship, Problems Binmspects of Woman Entrepreneurship in NE reglocritical
Study,pp-35

130



business activity of either family or neighborhodttucation got third importance in terms of numbed
percentage. It seems that present entrepreneurneérauch interested either for higher educatios jab. It is
worth to mention that non existence of other oramadus SMEs of Assam is mainly due to attractibwlute
color job among new generation as they are wellireel; less risky and socially preferable. But tivgasion of

Sualkuchi does not resemble with them. Perhapsghiee driving force of silk business of Sualkuc

6.6. Entrepreneur’s Fulfillment of Expectation:

The main drive behind entrepreneurship is the irfosre of the entrepreneur that keeps them on agaih
difficulties and uncertainties of business. As utaiaties in SMEs are more than other industry fiaming in

the country, entrepreneur’s expectation and degfréafillment of their expectation is an importasé¢terminant
to generate enthusiasm among business communifyaltte 7, degrees of fulfillment of expectationyofung

producer are enlisted.

Table 7: Degree of Fulfillment of Expectation

Degree of fulfillment No. of | % to total
entrepreneur
Fully Fulfilled 29 145
Partly fulfilled 130 65
Unfulfilled 36 18
No expectation 05 25
Total 200 100.00

Out of 200 entrepreneurs, only 29 of them (14.5%t@l) revealed that their expectation in theibess were
fully fulfilled. The expectations of 65% of the #btentrepreneur (130 out of 200) are partly fudfill It is worth

to mention that 90 entrepreneurs of 130 whose eafien are partly fulfilled are from the age groafp20-30.
Considering their age, we can come to conclusicat th future they would work hard to fulfill their
expectations. In the analysis it is found that di896 of young entrepreneur felt that their drearesuafulfilled.
On the other hand out of 200 samples only 5 businen disclosed that they had no any expectatitimatof
starting business. All of them having family baakgnd other than silk business and entered inte@preéneurial
activity in the age group of 35-40. Personal distus with them reveals that they were more intexksb
government job at first. Even 3 of them were chaétdig unscrupulous middleman who taken bribes t@ giv
Government job.
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7. CONCLUSIONS & SUGGESTIONS:

In an underdeveloped country like India utmosedaas been given to encourage entrepreneurshipgaroad
people. Various agencies have been set up toytoaing people because it is the only solution tanadine the
employment problem in a country having one billidas population where 65% of them live in ruralaar8ince
1961 Indian Government has been formulating pditeeinduce entrepreneur’s capability among ruesdppe
and providing training through Entrepreneurial Depenent Programme (EDP) through number of instini

In the north-east region of the country includingsam, institutions like Indian Institute of Entrepeurship
(IIE), Small scale Industrial Development Bank ofdia(SIDBI), North Eastern Industrial and Technical
Consultancy Organization (NEITCO),North-Eastern Elepment Finance Corporation Limited (NEDFi) and
different Government department are assigned toaimpducation and training to infuse entreprenéuria
knowledge among common people. Nevertheless numbkersainer have increased but the numbers of
entrepreneur have not increased proportionatelyth@nother hand, in some cases it is seen thatlpewp
coming forward to carry on their traditional busieeactivities without any formal knowledge andrtnag. After
studying of different aspect of young entreprengfugualkuchi village, we can conclude that famihdasocial
influence is more vital in molding entrepreneursegpecially in micro and tiny village based indystrhe chi-
square test of proving a fact also revel the sagselt. The test shows that young generation of lmilginess
family are prone to enter into the same businegbeatvery early stage of life than the young pedmeing

different occupation in their family.

The youth of business family perceives silk busires respected, rewarding and desirable profeasidmather
shows an inclination to the business at the verly aage of life. Society and family’s attitudettte profession
affects young mind as well as their risk bearingagty. It is noticed in Sualkuchi that though ngeneration
are lacking any entrepreneurship training , ithis $ocial environment that strengthen their migtitrirom the
young age to shoulder entrepreneurial responsibiin this ground, we can conclude that, class rbased
training is ineffective until and unless their sigidoes not perceive that business as respeaatlbeneficial
one. So focus of boosting entrepreneurship shbaldnore society centric than individual specifior Ehat,

policies have to be formulated and steps have &ireamlined to penetrate social attitudes of thentry.

Revival of sick or dying SMEs is an unsolvalasek with burgeoning attacks of large-scale busirdesioubt
if SMEs are transformed to a subservient of muliimeal and large-scale industry, the present crisislld be
averted but it would destruct their unique chanacfgroduction. Instead of that if we follow theagnple of silk
business of Sualkuchi where society itself hasvah resistant power to boost their own busirtbsssituation
would be much better for numerous sick and wedkge! industries that generates employment to maliof
people of the country. So it is strongly recommehtte the Government to change their views in cotioec
with accelerating entrepreneurship in rural aread #llowing suggestions are prescribed to imprdive

situations:
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1)

2)

3)

4)

For stimulating entrepreneurship in rural areay&nment agencies should hold awareness camp,
workshop with the participation of parents, childnd other village person. All should be allowed t
take part together so that every strata of societierstand the related facts together.

Instead of focusing on individual training program more attention should be given to include
entrepreneurship as a subject in the school cluricat the very early period of school life.

In the participatory programme, success storigeltifw entrepreneur should be highlighted to make
them role model for other of the village or commiyni

Government should construct comprehensive plaethey for the society as a whole and should

emphasize to accept macro policy instead of mice o

Implementation of these suggestions properly wgliddify the importance of village industry once agan the

days of intensive competition in free and libemdizenvironment. The need of hour for Indian SMEss raot

only capital, technological know-how or else bubhust attitude of village entrepreneur that facéardles of

business. Hope young entrepreneur of silk busiokssualkuchi would fill up that need in coming dapo.
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Xl. FACTORS AFFECTING THE PRODUCT INNOVATIVENESS OF TUR KISH ENTREPRENEURS

Ozlem Karabiiber Kunday
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Nilgiin Gurkaynak

Izmir University of Economics

1. INTRODUCTION

Entrepreneurship is an essential factor for todacenomy of knowledge to manage its competitive and
dynamic nature. Both governments and academicsaapgpéebe concentrating on encouraging entreprehgurs
as it symbolizes innovation. Entrepreneurship &&® been characterized as a major force for jeation, and

a vital determinant of economic growth. It targétsdetect the relationship between personalitytsrand

innovativeness.

As Schumpeter (1965) and Mitton (1989) suggespvativeness is the “focal point of entrepreneurshipd a
very essential entrepreneurial characteristic. 0Als is among the most chronic themes in the défim of
entrepreneurship. Many research in the entreprshigu literature indicate that entrepreneurs teadoé
significantly innovative than non-entrepreneutenovativeness is also one of the three dimensiohs
Entrepreneurial Orientation (EO). This researatuges on the innovativeness dimension of EO arektigates
the effect of personality traits on product inndv@ness-market dimension as well as product inmesagss-
change dimension. The aim is to investigate thiecefof personality traits and demographics on
entrepreneurship and innovativeness-with a spegigbhasis on the dimensions of product innovativenes

specifically in emerging economies, such as Turkey.

2. LITERATURE REVIEW

2.1.Entrepreneurship and the Entrepreneur

The concept of entrepreneurship cannot be completetlerstood without the contributions made by gbse
Schumpeter (1934), being probably the first schtdadevelop its theories. Schumpeter argued thadvation
and technological change of a nation comes fromethigepreneurs or Wild spirits”. He believed that these
individuals are the ones who really make thingsknarthe economy of the country. Schumpeter wasigrtie
first to identify the entrepreneur as an entity thoof study, distinct from business owners and garma He
described entrepreneurs as individuals whose fonctivas to carry out new combinations of means of

production. To Schumpeter, this function was funelatal to economic development.
Robbins and DeCenzo (2001) define entrepreneueshithe process of initiating a business venturenditating

a strategic plan, organizing and investing the seagy resources, while assuming the risks and dsvas

consequences for doing business.
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2.2.Entrepreneurial Orientation (EO)

Lumpkin and Dess (1996) made a distinction betwesmepreneurship and entrepreneurial orientatioitiwh
provided a more fine grained approach to specifffigdimensions of entrepreneurial processes. dBBasgrior
research and developed theory, they suggestedathantrepreneurial orientation represents entrepréad
processes that address the question of how newresnare undertaken, whereas the term entreprdmgurs
refers to the content of entrepreneurial decisiopsaddressing what is undertaken (Lumpkin and Egadop
2000).

Five dimensions of EO —autonomy, innovativenesk taking, proactiveness, and competitive aggressiss-
were identified. These dimensions represent disttoastructs that may vary independently of ea¢tenin a
given context. Study by Lumpkin and Epdm(2000) further suggest that the antecedents arallaries of

these dimensions of EO may also differ.

In newly established entrepreneurial organizatidosnders of the organization will be able to shape
structures and strategies of the organization ailidead the organization in a direction that isnsstent with
their personal tendencies. Therefore, it is exgmbthat personality characteristics of the entnegues will

influence the entrepreneurial orientation of thgamization (Lumpkin and Ergan, 2000).

Identifying the relationship between personalityi@tteristics and entrepreneurial orientation ipartant for
theoretical and practical reasons, because enireyre with a certain personality trait may haversdéncy to
identify with sub-optimal entrepreneurial orientetiand identifying this tendency may provide begetd the

organization (Lumpkin and Ergan, 2000).

2.3.Innovativeness

According to Robinson et al. (1991)nthovativeness is related to perceiving and actingousiness activities in
new and uniqgue waysThe literature on innovation is long-standinghe ability of an organization to innovate
is recognized as one of the determinant factorsitfte survive and succeed. (Doyle, 1998; Quind0®.
Innovativeness may be present in various formsh stsscproduct or process innovation, radical orenantal

innovation, administrative or technological inndgat etc. (Zalyman et al.,1973; Utterback,1994;Go(h998).

Schumpeter (1934) suggests a range of possiblevatine alternatives, namely developing new produsts
services, developing new methods for productioeniiying new markets, discovering new sourcesuppsy,

and developing new organizational forms.
From various research, Wang and Ahmed (2004) haamtified five main areas that determine an orgdinns
overall innovativeness. They are product innovaidss, market innovativeness, process innovativeness

behavioral innovativeness and strategic innovatigsn

For the aim of this research, the dimension thal & investigated in more detail will be product

innovativeness.
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2.4.Product Innovativeness

Product Innovativeness has been a key concept agasure in many empirical studies (Danneels and
Kleinschmidt, 2001). Product innovativeness reflettte level of newness in product innovations, Wwhian
vary, broadly ranging over a wide spectrum (Balacha and Friar,1997). Thus, product innovativemefs's

to a phenomenon manifested by companies with pteelated innovated activity. Although it can be
described along several dimensions (Song and Maridgiss, 1998), most of them appear to reflecfithes
and-or the customer’'s perspective. (Danneels anging¢hmidt, 2001; de Brentani, 2001) Lawton and

Parasumaran (1980) assert that there are two @hasesions of product innovativeness:

1) The degree of change in consuming patterns of usévieh is required for adopting a new product.
This adaptation may incorporate a small or no ckaagnoderate or major change.

2) The degree of difference between new and existindyzts in the market.

In this context, a new product may vary from incestal or radical change in existing products t@mgletely
new product line. In particular, among the innaatypes that have been developed in a vain efffoirnprove
low levels of explanation in innovation resultspguct innovation appears to provide the most suieda
interpretation. This becomes evident considerhrg difficulty of setting up explicit boundaries angpother

innovation types (i.e. process, administrativehtgécal/technological).

In this study, product innovativeness is investgaalong two dimensions. The first dimension cdbss the
innovativeness of the product in the market whetbassecond dimension describes the changes maale to
already existing product in the market. In theaéing part of this study, the first dimensionlvei referred to

asproduct innovativeness-marketnd the second ores product innovativeness-change

This distinguishes product innovativeness from othenovative factors and definitions of product

innovativeness as discussed earlier.

3. SAMPLE AND DATA COLLECTION

The sample is derived from list of the Turkish drbalsinesses registered at the Istanbul Chamb@ppfmerce
(ITO). There are a total of 285,245 registeredrmsses in the chamber. These businesses arerfditided
into 85 categories according to the industry they @perating in. Using the stratified sampling t@ghbe, the

sample has been drawn. A total of 300 businessesedected as the sample for this study.

As the data collection tool, a questionnaire hanltgeveloped by the researchers. The questiontaitains a

total of 86 questions where 9 of them are opencmaae two filter questions.

There are five main parts of the questionnaire, elgmBusiness Related and Innovativeness, Risk nbpki

Propensity, Locus of Control, Self-Esteem and Demapigics.
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Business related, innovativeness, and demograpestipns are adopted from the Global Entreprengursh
Monitor (GEM) survey and Scotland Household SunafyEntrepreneurship which use both nominal and

categorical scales.

Risk taking propensity will be measured using thesgions of Hisrich and Peters (2002) while SeteEm by
the Rosenberg’s (1965) Self-Esteem questionnaidelLarcus of Control by Rotter's (1966) Internal-Exial

Locus of Control Scale.

As planned at the beginning of the study, a tot@0® entrepreneurs were selected from list of Emadinesses.

After contacting and scheduling an interview witttle of them, the questionnaire was face to facerastered.

4. ANALYSIS

Here, the aim is to find out how much of the vaciann the dependent variable (product innovativenés

predicted by the independent variables such asegeade, education, and the personality traitb@fbodel.

4.1 Assessing the Relation between Demographics (GengdeAge, and Education) and Product
Innovativeness-market

First, multiple regression analysis is performedtfe effects of personality traits on product imativeness and

later to test the predictability of the remainimglépendent variables of product innovativeness-aetarki he

same steps are repeated for product innovativestessge.

Figure 1. The Effect of Gender, Age, and Educatiolon Product Innovativeness Market Dimension

Gender

Age

Product
Innovativeness-
market

Education />

The results of the multiple regression analysispaesented in table 1.
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Table-1 Results of regression analysis of gendemge, and education on product innovativeness-market

Independent Variables Beta coefficient P
Gender 0.102 0.003
Age 0.525 0,000
Education 0.278 0,000
R2=0.789

Dependent Variable: product innovativeness-market

The adjusted R square value gives the explanatmmepof the model. This value is expected to beakqr
greater to 0.50. The R square value of our ma@I789, indicating that 78,9% of the change indépendent
variable is explained by the changes in the indéeenvariables. As results, the findings indidatg 78,9% of
the change in product innovativeness can be exglaby the changes in the independent variablesglyam

gender, age, and education.

As for the independent variables, all of the indefsnt variables are predictors of product innoeatess-
market since all of them have p values smaller thas0.

The beta coefficients give information on the efffef each of the independent variables. Amongtled!
independent variables, age is found to be the nmygbrtant variable in explaining product innovatiess-
market. This is followed by education and gendehe least explanatory variable. As a resuis, @ppropriate
to presume that the age of the entrepreneur, theagidn level of the entrepreneur, and whetheetiteepreneur

is female or male are important factors for prodngbvativeness-market.

4.2 Assessing the Relation between Personality Traitsid Product Innovativeness-market

An essential intention of this study is to comprah@roduct innovativeness of entrepreneurs. Theamnly
very little research in this field of study, andist identified that personality traits are impottdactors in
explaining product innovativeness. Therefore, ipldtregression analysis is performed to identify effect of
personality traits on product innovativeness ofepreneurs.

Figure 2: The Effect of Risk Taking Propensity, Laus of Control, and Self Esteem on Product

Innovativeness Market Dimension

Risk Taking Propensity

Locus of Control

Product
Innovativeness-
market

Self-Esteem
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Table 2- Results of regression analysis of risk itak propensity, locus of control, and self-esteem groduct

innovativeness-market

Independent Variables Beta coefficient P

Risk Taking Propensity 0,088 0,423
Locus of Control 0,351 0.001

Self-Esteem 0,556 0,000

R2=0,808

Dependent variable: product innovativeness-market

First of all, R square value of the model mustrierpreted. The model has an R square of 0.808,ishhigher
than 0.50 and statistically significant. This itaties that this model explains 80.8% of the vamestiin product

innovativeness-market.

However, looking at the p values of each indepenhdanable, risk taking propensity has a valu® 93 that

is higher than 0.05 and is therefore insignifidargxplaining the changes in product innovativeraasket.

As for the remaining two independent variables,thblocus of control (0,001) and self-esteem (0.0
significant in explaining the changes in productawativeness-market. Locus of control has a bataevof
0.351 and explains 35.1% of the changes in proohuncivativeness-market. Self-esteem has a betse &
0.556 and explains 55.6 % of the changes in praducivation-market.

4.3.Assessing the Relations between gender, age, and&ation on product innovativeness-change

Figure 3. The Effect of Gender, Age, and Educatioln Product Innovativeness Change Dimension

Gender

Age
Product
Innovativeness-
change

Education

This part of the study, product innovativeness-geais the dependent variable and gender, age, durchiéon
of the entrepreneur the independent variables. ltifli regression analysis is performed to find batv much
of the variance in the dependent variable can lpdaed by the independent variables of the modehe

results are given in the table below.
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Table 3- Results of the multiple regression anal/shetween gender, age, education and product

innovativeness-change

Independent Variables Beta coefficient P

Gender 0,190 0,011
0,152 0,028

Age

Education 0,602 0,000

R2=0,858

Dependent variable:product innovativeness-change

The explanatory power of the model is 85,8% indidaiy a R square value of 0,858. here also, ttdehias a
R2 value that is higher than 0,050 and thereforgtatistically acceptable. The independent visglare all
significant and as for the beta coefficients offeamependent variable, education (0,602) has itjieest one,
followed by age. Once again, gender is the oné e least explanatory power. These findings doage
more the attentions to the importance of educatinnentrepreneurship and innovativeness in gen@ted .
results of the multiple regression analysis indicdtat product innovativeness-change can be exulaby

gender, age, and education level of the entrepreneu

4.4, Assessing the Effect of Risk Taking Propensity, Lats of Control, and Self-Esteem on product
innovativeness-change
This final part investigates if and how the perdibparaits predict product innovativeness-changAgain,

multiple regression is the statistical tool used.

Figure 4. The Effect of Risk Taking Propensity, Laus of Control, and Self Esteem on Product

Innovativeness Change Dimension

Risk Taking Propensity

Product
Innovativeness-change

Locus of Control

Self-Esteem /

A 4

Table 5- Results of the multiple regression analysibetween risk taking propensity, locus of controlself-

esteem and product innovativeness-change

Independent Variables Beta coefficient P

Risk Taking Propensity 0,479 0,000
Locus of Control 0,276 0,003
Self-Esteem 0,183 0,044
R2= 0,862

Dependent Variable: product innovativeness-change

140



The model has an R square of 0.862 and since #hige vs higher than 0.50, it is statistically sfggaint. This
indicates that this model explains 86,2% of theiateims in product innovativeness and the risk rigki
propensity, locus of control, and self-esteem drgeoved as important predictors. All three of itieependent
factors are significant since all of them have fuea higher than 0.050. Risk Taking Propenbig the
highest explanatory power among them (0.479). kaxfucontrol has a beta value of 0,276 and is fadld by

self-esteem with a beta of 0.183.

5. RESULTS AND IMPLICATIONS

Results of this study highlight that demographigs,well as, personality traits, i.e. Risk Takinggansity,
Locus of Control, and Self-Esteem are importantefigplaining innovativeness. The findings of thgression
analysis state that demographics as well as eategbersonality traits —except one being signifidar only
one type of innovativeness-are significant in e the variance in the dependent variables, hapr@duct

innovativeness-market and product innovativenessgé.

To further foster the innovativeness of Turkishrepteneurs, government should encourage entrepiahand
innovativeness related education programs. Also vérsities should include innovativeness and

entrepreneurship courses or specialization trackiseir curriculum.

By the results of this study, striking differendesdween male and female entrepreneurs exist incdrpeoduct
innovation- market dimension. Therefore, femaleepreneurs are to be addressed more intensivelyvihd

specially designed support packages to reveal ithedvative spirit.

There is an extensive amount of research in tha afdhe affect of personality traits and demogiepton
product innovativeness. In this context, this gtislamong the few and pioneering ones. A pilatigtof 27
businesses by Erdogan (2002) revisited the questidnwhether personality traits are useful predgtby
investigating their relationship to the dimensiafientrepreneurial orientation. According to thesults, risk
taking propensity is not related to product innoxextess-market. However, risk taking propensitgt lcus of
control are found to be significant predictorsfiooduct innovation-change. These findings are stipd by the

results of this research as well.

6. LIMITATIONS AND FUTURE RESEARCH SUGGESTIONS

The sample for this research was drawn from a gmfupntrepreneurs that were registered at the bsian
Chamber of Commerce. However, this sample is famfbeing representative for Turkey. The resultsido
differ, especially from the point of view of womewhen the lesser developed regions of Turkey irexdud
Future research could choose such a sample thiadex entrepreneurs from each of the seven regibns

Turkey.
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Finally, the study did not concentrate on the entirmension of entrepreneurial orientation or didude all
types of innovations. Future research should lsggded to overcome these limitations of this stadg include

additional dimensions.
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XIl. SUCCESSION PLANING IN FAMILY OWNED SMEs: A CASE STU DY FROM iZM iR, TURKEY

Sebnem Penbek
Ela Burcu Ucel
Mert Giinerergin

Izmir University of Economics

1. LITERATURE REVIEW

It was family that ruled countries and empiregtaibugh the history; as empires and sultanatesoafern times,
businesses are run by families today. Acceptingfélot that the true rulers of countries are tho$m Wwold
economic power, and citing that more than 75 %llof@mpanies listed ifistanbul Stock Exchange are family
owned (Yurt@lu; 2000), the above statement is fully recogniz@d, the focus of this paper is small and
medium sized enterprises, it shall be noted that 94 of Turkish SMEs are family owned (Tatoglu, &wand
Glaister; 2008).

The importance and dominance of family owned bssias in Turkish economy is supported by number8 98
% of all firms are SMEs (94,1 % of which is famibyvned) and 45,6 % of employment is provided by them
(Sirkeci; 2008)

1.1.Family Owned Business: ‘FOB’

“Family owned business” is defined in various waysl a number of criteria for it, is available. Oeévant
definition is “Family owned businesses are thosaganies in which at least 51 % of shares are hell family

or related families; the family members comprise thajority of the senior management team and theecsv
have day-to-day responsibility for the managementhe business (Caliskan; 2008). To avoid confusion
distinctive definitions for family-owned businesséamily-owned and managed businesses and familyedw

and led businesses are offered in the literature:

“A family owned business a for profit enterprise in which a controllingmber of voting shares, typically but
not necessarily a majority of the shares, are oviryethembers of a single extended family, or areexioy one

family member but significantly influenced by othmembers of the family”(Davis; 2001)

A family owned and managed businissdefined completely same as the family ownednmss but additionally
the family determines the objectives, methods alitips, besides at least one family member hassitipn in

the top management. (Davis; 2001)
A family owned and led companjso has the same definition but with a differertbe family determines the

objectives, methods and policies and at least angly member is actively in thioard of directors (Davis;
2001)
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In addition to the definitions given above familywmed businesses have certain common characterisf@sed
to in the literature: the founder or a family memigethe CEO; members of that family is employedthg
business; major decisions are made by the familgnagerial assignments are affected by family wahati
(Holland and Boulton; 1984) ; there exists a camtuns association between family and the busineslafhtier
and Elman; 1988) and there is an expectation tralty of succession by a family member (Churchitid
Hatten; 1987).

1.2. Family Owned Businesses and Continuity

Although family owned businesses are among thardgaatctors of Turkish economy, they are mostly aetd:
there is even no official definition of family busisses in Turkish Commercial Code and there is no
governmental / non-governmental focus on their iooiity. As stated by Lansberg (1999), less thart@of
family owned businesses can accomplish to pasedonsl generation and only 10 % survive to the thirds

also cited that average life span of family ownadibesses is limited to 24 years, meaning the $umvives and
prospers only in the life time of its founder.(Wslj 1995) These deductions prevail for Turkish FQBghis
respect, unlike non-family businesses , family odviheisinesses should thoroughly concentrate on terrg
continuity of the enterprise and succession of mgam@nt and ownership rather than short term piuoliity
(Sivgin; 2009)

2. SUCCESSION PLANNING IN FAMILY OWNED SMEs

Succession planning is a certain process, notglesione time event and through that process, neanegt of

the business is passed from one family memberdthan(Sharma et al; 2000).

This process should involve the following ten edens: a statement of the distribution of ownersttip,identity
of the new leader, the trainings designed to peefiee new leader to his/her new role, the definibbother key
members’ roles during the transition, the proce$sthe purchase/sale of stakes in business, taxation
considerations, legal considerations, financial sterations, retirement considerations, the metludd
monitoring this process, the method of dealing wligputes, the timetable of the process (Brucesrid. Picard,

D.; 2006) and most importantly, a formal procelsnaling a successor (Upton-Bowman; 1999).

As long as the succession process is correctly gehat can provide a competitive advantage toRO8 over
non family owned rivals (Bjuggren and Sund, 20049cording to Gallo (2002), children trained for ature
career in family business have the opportunityam damily values, history, corporate culture, epteneurial
characteristics and most importantly, the uniqugsaat dealing with problems and conflicts develojgdthe
family. All these acquisitions stated by Gallo (2pOensure the family business with the additiarmahpetitive
advantage which would not be obtained in case eftthnsition of leadership to an external professio
Lambrecht, (2005), demonstrates the ingredienta sticcessful multigenerational transition that eessihe
above mentioned acquisitions to the successor aasfar of professional knowledge, management values

entrepreneurial characteristics and the soul ofetsmence of the family business. Studies suggast rirany
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CEOs in family owned businesses are aware of tteefarence of their life cycles and positions ie thusiness.
Therefore, to achieve a smooth succession, thel tening the potential successors from earlydttood in
order to give them the required values, charaditesis knowledge and information (Westhead, 2003).
Lambrecht, (2005) suggests that the personal arekicdevelopment of the successor should bettlwfdhe

subsequent steps:

Up to age 11 The FOB should be presented as a playground

The potential successor should be involved in ligiiness activities during weekengs

Ages 11-15 and vacations.

It is time for the potential successors to be imgdlin more serious business activities

Ages 15-17 and to take initial responsibilities.

The successor should start an undergraduate d@gyeferably in an area related to the

After age 17 family business)

The successor starts working either in the familgibess (From low levels), or in

another company to have outside experience (Whetheme country or abroad).Whe

=}

the successors have outside work experience, Isetiideknowledge and wisdom they
After graduation gain, their self-confidence develops, they haveoygortunity to prove their capabilitigs
to their family.

Potential successor rotates among different degatsnand positions before he/she
obtains the necessary experience to hold a higbstign in management. Predecessprs
When the successor begins to work provide the successors formal trainings in thigestén order to ensure their achievement
full-time in the FOB

For the continuity of the family business, doomsdegnarios (Financial crisis, death |or
resignation of a family member) should be preparedvritten format, so that the
During the succession period successors utilize when needed. Legal and finapoiedures are completed, shares [are

passed on, the retirement plans and consideratrenseld for the predecessor.

2.1. Potential Failures in Succession Process
In spite of its importance due to continuity calgsations, succession is among the major pointseMadures

occur in family businesses (Kram and Handler; 1988)

Some of the basic reasons lying behind those &sluare cited in the literature as: Mismanagement of
organizational change caused by the transitionafagement control from the predecessor to the ssocethe
inability to re-establish the emotional and manegemquilibrium in the business(Gersick; 199tHck of mutual
respect among the successor and the predecessmil€al989 and Davis, 1982); mismanagement of lfami
and business boundaries (Handler, 1989); conféaterging during the transition of primary valuesnirthe
predecessors to the successors due to differeimcpaersonal characteristics; the circumstanceshichvthere is
either many or none appropriate potential successioe unwillingness of the successor (Lambredd®52; the
unwillingness of the predecessor; absence of theessary breathing and maneuvering room for the

successor(Lambrecht, 2005).
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After a review of literature regarding Turkish fagnowned SMEs and succession, it stands out thatlynthe
major focus has been failures in succession. Adegrdlo the report of a project conducted on beludlf
European Commission regarding family businessedurkey, the key points lying behind the failure of
continuity can be summarized as: insufficient ficiah resources and inability to control costs, iligbof
institutionalization, financial competition and dlicts between family members, over-blown self-ddahce of
family members, and inability to establish propecarding systems and developing new long-termegjias.
Furthermore, another major draw-back of family odrmisinesses is the failure of planning the dejivelr

control and management to the next generation, lyassnecession (Kuratko et al., 1993).

Considering the vital importance and role of sust@splanning and process in continuity, this pdpeuses on

the real life practices of the selected Turkishifprowned SME: Ermat Automotive.

3. METHODOLOGY

3.1. The Process

A series of in-depth interviews are conducted kg d@lathors with both the successors and the prestmsesf
Ermat Automotive between July and August 2009. Hatérview lasted approximately one and a half hour
They took place in the offices of Ermat manageis each were tape recorded. Successors of the fenvia
Hasan Ozering; Mrs. Asli Ozering; Mr. Ali Ozerinqdapredecessors are Mr. Muhip Ozering and 8fak

Ozering.

3.2. The History of Ozering Family Businesses

The Ozering Brothers were sons of a goldsmith small town ofizmir, called Bergama. From early ages they
worked at their father’'s small jewelry shop on wermds and vacations. They were both successfulrssidbey
took bachelors degrees from leading universitie¥urkey on mechanical engineering. Mafak Ozering has
started his career in an Istanbul firm after hisdgiation, while Mr. Muhip Ozering has turned bazkhie family

business in Bergama.

3.2.1. Mr. Muhip Ozering - The Predecessor

Mr. Muhip Ozering was graduated from Middle EastcAigcal University, Department of Mechanical
Engineering and he received his master’s degrédeeadame university but on a different subjectaS&nergy.
Despite his plans of continuing his career as auewician, he turned back to Bergama and startegtk at
the jewelry shop. This was the turning point fore®ac Family as a whole. Due to his childhood work
experiences, he was competent in and familiar ¢ojelvelry business. Soon after his endeavor infahaly
business, his older brother Myafak Ozering quitted his careeristanbul and returned to Bergama. Now it was

time to progress for The Ozering Brothers:
“ ... We have lots of stories of Bergama... Soorr afie brother’s return to Bergama, we rented a placel

started selling durable house appliances and TWies€& were the days when Turkish customers firstcoiet

TVs. | remember us selling a lorry of color TV8igrgama in a new year's eve said Mr. Muhip Ozering.
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They were searching for new ventures and opportisnivhile they were running the existing businessassa
result of the growing economy and the deregulatamsxports; Turkish customers were willing andeabl buy
products that could enhance their life standargsthB year 1985, The Ozering Brothers discoverptbanising

sector: Automotive.

Meanwhile the continuing shrinkage in jewelry sect@ade it difficult to support the needs of a gnogvfamily.
Both the newly detected opportunities and shrinkageae old business played a vital role in thewestment

decision. They acquired a Renault franchise in Beray

Until the announcement of economic precautions pfilA5, 1994, things went very well for The Ozerin
Family. Following the announcement of precauti@rseconomic crisis emerged which severely affetiied
businesses in Bergama. Trying to find ways outhef ¢risis, they realized that 90 % of their custemeere

from the surrounding big cities rather then Bergama

This was the second the turning point for them.yTh@uld have either quitted the automotive sector o

expanded their business to a big cigmir.

“ | was the bouncer of the family, so | wenfzmir in 1996 and started to work as a car salesnBetause, our
demand of a second franchise/amir was refused by Renault with the argument tihate were more than 18

franchises over there...”

The refusal did not stop Ozering Brothers; Mr. Muliizering continued working as a car salesman thif
received an offer from another Renault franchistake over their business. Name of the franchispgsed to

the family was Ermat Automotive.

3.2.1.1. The Ermat Venture

A period of progress has started for the familyhwiite take over of Ermat Automotive in a hundredasg
meter showroom in 1997 and continued with the gandbn of Ermat Plaza in 2001. The constructionisien
of a plaza was a very risky one for those dayslaes,to political instability and economic crisisajority of new

ventures and investments were prone to failure.

At this point for the continuity of the family bungss they hired a management consultant who wasidtahem
at structuring organization chart, managing humapital and preparing a family constitution. Althduthey
failed to write down the family constitution, thé@yproved governance of the business significaBlgtween
1996 and 2001, the business was managed by Mr.pgMdibéring.

With his own words!This one man show has ended with the change inisign after my interactions with the

management consultaihtMr. Muhip Ozering learned to share responsipiliind work related issues with the

other family members, especially the successors.

149



3.2.2. Asli Ozering — The Successor

Mrs. Ozering (daughter of MBafak Ozering) is a food engineer; in her last yaahe university she had some
bad experiences that caused her to decide nottdige her profession. The day after her graduatba went
to her uncle (Mr Muhip Ozering) and asked him teegher a job. That was something unexpected. /7 6@
started working in the family business. The fiig jgiven to her was at the call center of the fisime started
with answering the phones. Her other duties inaupaying the bills and taxes. In time, she stargglacing
absent workers who were attending trainings or wergacation. Soon after that, his uncle and fashggested

her to be a saleswoman.

“...1 said ok but added that | have no idea about chesjen don’t know how to drive. | asked them hawuld
understand the models of cars. They replied: Modedswritten at the back of the cars, look therel qust

memorize the prices.

She was raised in a conservative neighborhood mgdea, she was not comfortable with people. Shagiho
she was not able to sell anything. Slightly after tecision to ask her uncle to give her anotheaitipo, she
sold her first car. That was when she overcameshgness and timidity. She continued her career as a

saleswoman.

“... Neither my colleagues nor the customers knew thaisl the daughter of basshe added.

She made mistakes and corrected them, she leaveegtting by doing. She proceeded step by step.n&ide
active sales, after a few years she was appoirge¢deachief of other three salespersons. She wamgaales

and directing the work of other salespersons as#émee time.

“... | was inexperienced and not educated to leadpfmoThat was a really though time both for me amgd

team, but we have done a great job, we sold marsyesaen in the worst timesshe said.

As time passed she realized that she became a mbHet uncle: “..while | was working, | figured out that |

became a copycat of my uncle in sales. We hav&athe stylé.

With the expansion of family business, her unclggasted her to be the sales coordinatorl tvas involved in
everything: service problems, finance, accountsades, and customer relations. ... That's why | arfasaliar
with solving problems in every aréashe added. Now she is in the board of directmd she is the general
manager of a subsidiary of Ermat: Cem Automotive. Iam the boss of Cem Automotive now, for the giast

months. | started to understand everything bettef elearer”

Mrs. Ozering thinks her biggest chance is to belsse to her uncle:“..My biggest chance was to be in a close

contact with the founder and the administrator lué business... | proceeded step by step, | had nolédge
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and experience, we had lots of conflicts with mgleirbut at the end of the day, we accomplisheckatgnany

things togethet.

She describes being the CEO of Cem as:
“...Being on your own at the top, is really rewardiggu have to know everything, control everything god

have to establish a systém

Her promotion as the CEO of Cem is result of aslenimade by board of directors at the beginningQifo.
She and her brother Mr. Hasan Ozering, were praintateiop positions of two subsidiaries: Cem Autoinet
andSafak Automotive. Aim of this decision was to hawatbr control on the firms and to provide the sasoes

advanced experiences in leading the firms.

Mrs. Ozering explained her feelings about workingthe family business as motivating. She added ttheat
power and pleasure of the job is very differenterethough she mostly works without the chance of an

vacation.

3.2.3. Ali Ozering- The Successor

Mr. Ali Ozering is a graduate of Kog¢ University, patment of Mechanical Engineering. His professmm
conscious selection which he made with his father Muhip Ozering). They thought this education \ebhelp
him establish a system in family business in ttharii He will have a master’s degree in financianagement
in England in 2009.

His work experience in Ermat was as follows, with\words:

“..It all started as a punishment that my father gane He forced me to work in Ermat . | was delivgtiea to
the employees. | was very upset and furious ab#dgenning. But after a few hours it turned out ® flon |

discovered that the biggest mistake that | coultenaegarding my responsibilities in Ermat- wast joseaking

all the glasses...”.

Aspiration ofMr. Ali Ozering in his work was appreciated by Miuhip Ozering and he was rotated among
various departments like Mrs. Ash Ozering didra very beginning of her career. According to Mii.@zering

the real punishment for him started during his ficadn accounting department.

Despite all disadvantages of a career in the familsiness, Mr. Ali Ozering decided to work for fymkeeping
in mind that Turkey was severely affected by thmerne economic crisis and millions have lost thebrs. Other
reasons of his decision are the convenience earmrayided by the family business which would hieilm to

maintain his life standards, the greater sensevaiivement and responsibility.
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3.3. Ermat’s Succession Plan

During the interviews, it is understood that thexao official succession plan but some unoffigedctices in
Ermat. They have not included the elements of adgmaccession plan suggested by the literature éir th
succession process: They don't have a statemetisibution of ownership and a defined way foridety of
shares. Although Mrs. Ash Ozering is fully supgartby top management in terms of guiding her inateas
that she feels insufficient and inexperienced @n éwn words: “ ..My biggest chance is being so close to the

founders), they have no formal trainings designed to pregher to the new role.

Mr. Muhip Ozering transfers the professional knalge, management values, entrepreneurial chardidsris
and the soul of the family business to the sucaesssbormally. Through this transfer of experienéamily
values, history of the family business, corporatiuce, entrepreneurial characteristics and thguasiways of

dealing with problems and conflicts developed ke fdmily are passed on, too.

“ ...he (Mr.Muhip Ozering) is the man who thought ushibeiness ... He does not teach directly, he lets you
learn by experiencing. As time passes, he drawsdlirback incrementally...At first he left the salepartment

completely to us, that month we made the worsssaler, but we slowly recoverédsaid Mrs. Ash Ozering.

According to Mr. Muhip Ozering, they manage theibess on the basis of goodwill between family merspe
so they have not worked on any special methodseafiy with disputes and any doomsday scenarios. Th
founders, Mr. Muhip Ozering and his brother afak Ozering keep on following the performancethefnext
generation, but they have no formal method for thiznitoring process. Regarding the personal andecar
development steps suggested by Lambrecht, 2005ndittators support the informality of the successi

process:

The successors were not integrated to the busihemsgh apprenticeship periods in their early diblod. Only
Mr. Ali Ozering has worked in Ermat for some tinteit that appointment was given as a punishmenino h
Considering the profession selection, predecessors let the second generation free (Only for Mr O%ering,
his father Mr. Muhip Ozering has given him somedauice without being coercive). Likewise, Mrs. Asli

Ozering has been free to choose a totally irrelepesfession regarding the family business.

The process of transition between generations tiesi@ablished with a specific time table and alwréd is no
explicit and formal agreement on the identity of fature leader (Even though it is not declarednflly, it is
obvious that Mrs Asli Ozering is being equippedhesmain successor of Ermat). Although there aréonoal

retirement plans for the predecessors, Mrs. Aséiridz discusses future scenarios with them.

“ ... make plans for the aftermath of my uncle’§rement, and | share my ideas with him. If he é&sathe

business today, | am capable to keep the busine=siing as it does today...”
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Mrs. Ozering feels ready to take over the businessjt seems that it's not the case for Mr. Alieding: He
answers a question about what he would do if HisefaMr. Muhip Ozering left the business with a denl

decision as T would ask him to stay!

As it is clearly understood during the interviews, Muhip Ozering is a dominant character and hitharity is
strongly felt all around Ermat. Mrs. Ozering adetttthe situation, but she added that he was touggfere, he

used have a more strict management style, in terteelsame more flexible.

With such a successful and strong authority atttipeof the business, it is evidently hard to avowhflicts
among family members. The Ozering family has aahieto manage such conflicts by the strong goodbwitl

mutual respect between members.

4. CONCLUSION AND FUTURE RESEARCH

Established by the father, expanded by his sond,likaly to be taken over by the third generati@mmat
Automotive is a very convenient case to study ssgio@ between generations. As noted in the paragrhpve,

Ermat does not have an official succession plan.

Top management applies some informal practiceatahe issue, but the process is still run by aflthumb.

Lack of a well-thought, well-establishedhd elaborate succession plan, as cited in theatites, is likely to
result in a series of failures for the businessgadizational change caused by the transfer of neanagt
control is likely to be mismanaged; the successilir pwobably experience the inability to re-esiahl the
emotional and managerial equilibrium point viaueidg uncertainty (Dunn, 1999); there will be a dahance
that a lack of mutual respect between generatiofisemerge during this consuming period; differenda
personal characteristics and personal values mdilice conflicts; predecessors will presumably tesatisfied

by the way successors run the company; the empoyilebe de-motivated and disturbed by the undetya
perceived around; there will be dispute among famikembers about the successor, mostly when hegshe i
chosen without a consensus and when his/her compeseare not enough. Although in many cases igégite,
hard work, good leadership skills and educationtlaeemost important criteria, literature suppohigttthe eldest

sons of the predecessors are more likely to beubeessors (Fox et al., 1996; Kuratko et al, 1888tin, 2001)

Alongside those threats, the successor may notilliegmo take over and may have different plans floe
future; or the predecessor may not be willing tngfer his power, due to his character or inconmogtef
delegating.

In our case, even though there are no formal pkm processes of succession; serious intentionat abo

transferring experience and knowledge, desire Epkihie business alive, existence of goodwill anduaiu

respect in the family, explicit boundaries betwdamily and business (Other members of the famiby lept
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away from business issues), willingness and comaenitrof the successors and the family motthat happens

in business stays in businease strong factors that can protect Ermat fromtade failures in succession.

It was aimed to gain an insight about and to presedloser to look to the succession processesudfigh
Family Owned SMEs in this paper. It will be properenlarge this study through examining more faraikned
SMEs in their succession periods in the futurethsd some common failures or practices can be teteand

theorized.
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Xlll. SOCIAL ENTREPRENEURSHIP AS AN EFFECTIVE WAY IN THE SOLUTION OF SOCIAL
AND ECONOMIC PROBLEMS

Senol Yaprak
Berfu ilter

Afyon Kocatepe University

1. INTRODUCTION

Welfare of countries is based on foundation of nmodedustries, providing employment, overcoming gy,
entrepreneurs who provide goods and services ngeetational-international requirements (Robbins and
Coulter, 20001, p.17). Today, entrepreneurship ias become a study area which receives greabsuapd
acceptance. The reason is that entrepreneurshipsfahe core and dynamics of economical, social,
psychological and technological development andutiem (Schumpeter, 1991, p.407).

There is no doubt that one of the most importactdrs in development of a country is the presesfce
individuals having entrepreneurial spirit and whancbring this characteristic into prominence incpice
(Conkar and llter, 2005:203). Entrepreneur is as@erwho makes innovation by taking risks. In otiverds,
entrepreneur searches for opportunities and whesfetermines them, he tries to realize his ideatakiyng all
kinds of risks. And entrepreneurship is the namvergito all risk taking, opportunity searching, ieplentation

and innovation process (Cetindamar, 2002, p.17).

Economical comfort created by entrepreneurshipsis effective in resolving social problems; hertde seen as
a factor which resolves social problems. However, ifesolving social matters, there is need for aoci

entrepreneurs with this consciousness.

1.1. Contribution of Entrepreneurship into Economial and Social Development of Countries
Entrepreneurship initiates and improves the changthe structure of enterprises and society. Thiange
improves growth and production. Entrepreneur acatde the formation, spreading and implementatfomeav
ideas. Additionally leads to formation of new intties. Entrepreneur increases the productivitygotors using
new technologies and accelerates the economicaltigrover rapidly growing sectors. Hence, entrepuerie
the key factor in organizing economical activitiesgating employment and production activities.r&mteneur
is the main actor in process of transferring ecaonahresources from low productivity areas to highesas
since he enables utilization of unemployed productactors by combining production resources irew style.
When it is evaluated in every respect, entrepresidpirbecomes prominent as main field in creatingjado
benefits. (Ibrahim Ozturk, Girisimcilik Raporu, 28(:21)

In a country, regulating economical structure, tnga employment opportunities shall make a major

contribution to social peace. Forming such an emvirent in a country shall form a base in providiagce.

Countries in which such ground is formed also abtaipacity of maintaining their social development.
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1.2. What Is A Social Entrepreneur?

Entrepreneurs are essential drivers of innovatioth progress. In the business world, they act asmesgf
growth, harnessing opportunity and innovation t@lfeconomic advancement. Social entrepreneurs act
similarly, tapping inspiration and creativity, cage and fortitude, to seize opportunities that lehge and

forever change established, but fundamentally iitable systems.

Distinct from a business entrepreneur who seeseviauthe creation of new markets, the social enémgur
aims for value in the form of transformational cpanthat will benefit disadvantaged communities and
ultimately society at large. Social entrepreneuimneer innovative and systemic approaches for ingpéhe
needs of the marginalized, the disadvantaged anditfenfranchised — populations that lack the firdmmeans

or political clout to achieve lasting benefit orithown.

Throughout history, such individuals have introdlicgolutions to seemingly intractable social proldem
fundamentally improving the lives of countless induals by changing the way critical systems operat
Florence Nightingale and Maria Montessori offer twmominent historical examples. Muhammad Yunus,
recipient of the 2006 Nobel Peace Prize, is a meament example. He began offering microloans to
impoverished people in Bangladesh in 1976, themhpowering them to become economically self-sudfiti

and proving the microcredit model that has now hegticated around the world.

While social entrepreneurship isn’t a new concigtas gained renewed currency in a world charaetdrby a
growing divide between the haves and the have-wdith this heightened visibility, social entreprene at the
forefront of the movement are distinguishing thelwese from other social venture players in termsitimate

impact.

One example is social entrepreneur Bunker Roy, evbated the Barefoot College in rural communiitendia
to train illiterate and semiliterate men and womehose lack of educational qualifications keepsrthmired in
poverty. Today Barefoot College graduates incluekehers, health workers and architects who areowing
communities across India, including 450 "barefoetigineers who have installed and maintain solar-

electrification systems in 547 villages that reaelrly 100,000 people.

Another example is Ann Cotton, who started the Caigipfor Female Education (CAMFED) in 1993 to agkie

the simple goal of ensuring an education for yoginty in Africa whose families cannot afford schdeés. By
establishing a sustainable model that provides camityi support for girls to go to school, start mesises and
return to their communities as leaders, CAMFED Iwaken the cycle of poverty for hundreds of thousaof
young women in Zimbabwe, Ghana, Zambia and Tanz&imce 1993, 645.400 children have benefited from
Camfed’s education program across a network of@3¢€hools. 5.132 young women have received business
training and start-up grants to establish their owral enterprises. 1.067 young women have beénettaas
community health activists; in 2008 alone, theychesml 79.998 children and young people with vitadlithe

information.
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These and other social entrepreneurs are solutindad pragmatists who are not afraid to tackle soféne
world’s biggest problems. They recognize the exttaary potential in billions of poor people whcahabit the
planet, and they are absolutely committed to hgldimem use their talents and abilities to achidweart
potential. Social entrepreneurs use inspiratiogativity, courage, fortitude and, most importantliyect action,
to create a new reality — a new equilibrium — tregults in enduring social benefit and a betteuriutfor

everyoné’,

1.3. The Differences between “Entrepreneurship” And‘'Social Entrepreneurship”

The most commonly quoted definition of “social epreneurship” today was formulated by Prof. J. Grgg
Dees of Stanford University in 1998, but his essagtained a fundamental oversight. He outlines faaors
that define social entrepreneurship: Adopting asiisto create and sustain social value (not jusafe value);
recognizing and relentlessly pursuing new oppotiemito serve that mission; engaging in a procdss o
continuous innovation, adaptation, and learningingcboldly without being limited by resources antly in
hand; and exhibiting a heightened sense of accbilityato the constituencies served and for thecontes

created. He never mentions earned income.

We think that is not only conceptually flawed, lalgéo psychologically crippling. It lets nonprofiff the hook.

It allows them to congratulate themselves for belegtrepreneurial” without ever seriously pursuing
sustainability or self-sufficiency. They still rety year after year, to the same individual donfmsndations and
government agencies. What, thensocial entrepreneurship? And how does it diffemfrentrepreneurshiper
se?

A social entrepreneur is any person, in any secidip uses earned income strategies to pursue alsoci

objective, and a social entrepreneur differs frotraditional entrepreneur in two important ways:

Traditional entrepreneurs frequently act in a docr@sponsible manner: They donate money to nditprahey
refuse to engage in certain types of businesseg;ube environmentally safe materials and pragtibey treat
their employees with dignity and respect. All oftis admirable, but their efforts are omhglirectly attached to
social problems. Social entrepreneurs are diffebattause their earned income strategies arediredtly to
their mission: They either employ people who areettspmentally disabled, chronically mentally ilhysically
challenged, poverty-stricken or otherwise disadwgedl; or they sell mission-driven products andisesvthat
have a direct impact on a specific social problerg,(working with potential dropouts to keep them ahaol,
manufacturing assistive devices for people withgitel disabilities, providing home care serviceat thelp
elderly people stay out of nursing homes, develppind selling curricula). « Secondly, traditionatrepreneurs
are ultimately measured by financial results: Thecess or failure of their companies is determibgdheir
ability to generate profits for their owners. Or thther hand, social entrepreneurs are drivendnualebottom
line, a virtualblend of financial and social returns. Profitability itllsa goal, but it is not the only goal, and
profits are re-invested in the mission rather tteng distributed to shareholders (Boschee and MgCl
2003:2-3).

20 http://www.skollfoundation.org/aboutsocialentrepeurship/whatis.asp
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1.4. Social Entrepreneur and Corporate Social Respsibility

Social entrepreneur is defined as a person who snakeattempt by using traditional entrepreneursigthods
in order to facilitate social change by realizingcial matters (Bornstein, 1998, 35). Social eneapur
approaches social problems with an entreprenespialt and a business mind (Barendsen and Gar€r4,
44). Hence social entrepreneurship is much diffetéan social responsibility. In corporate respbitisy

projects, the main objective of companies is novjaling benefits to society. In addition to its maibjective of
profitability, their objective is to improve theimage and increase sales by meeting requiremerssaidty. In
social entrepreneurship the main objective is twiole jobs, food and/or social benefits for poorspes in an
area where poverty is the most intensive by det@ngithe potential with a small amount of investinigna

field in which it is possible to obtain the maximwocial benefft.

Social responsibility is a term associated with earterprise which follows a business strategy anlicypo
correspondent with economical and judicial condgiobusiness ethics and expectations within thergrise

and among people and establishments around thpgsge and pleasing and comforting the public (E6990,

p.110). Enterprises maintain their activities biirig objective of profitability as a key elementtkin their

economical, political and socio-cultural struct@vémazer, 2005, p/321). However, besides wel@fr@ublic,

enterprises acting in accordance with the socepaasibility and business ethics affect future sthblishment
in a positive way. Therefore, society demands ent&s to work effectively, attach interest to sbevents and
be sensitive about matters related with busindsisseaind they react against contrary acts (Oz&p61p.42-
43).

1.5. Social Entrepreneurship and Interaction of Nogovernmental Organizations
Individuals can correspond to their inherent fegdirabout being useful by being occupied with a psep
without expecting financial benefits, and corregpoio his needs of enriching the society throughintary

agencies. Hence, voluntary agencies become edtatgints in which a meaningful life and responsiitieen

awareness are put into practice. People take #zspie of adding a value which shall create ardifiee in their
region, country and gradually in the world. Therefosoluntary agencies increasingly become moreitapt in

respect of social life quality (Arguden and Yilm&p06, p.5).

Throughout history, nongovernmental organizatiomsooganizations without profit which played a very
important and effective role in social life haveebhenamed in different ways. Functions performecthsse
organizations in the past and especially serviceg shall provide today have a great social impaeaWhile
determining social policies in a country, actingtaling standard of judgment in that society asfarence

point reduces the resistance which may be encatier adopting and implementing these policiesha t
society (Arslan, 2005, p.155).

2 htp://www. milliyet.com.tr
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Volunteering is basis of social entrepreneurshipca®ise of this aspect, it involves Nongovernmehggncies
as much as enterprises. In the world and recentljurkey, the number of enterprises and Nongoventahe

Organizations which put signature under importanjgts is increasing graduafy

Nongovernmental organizations argue that enterprisen encourage social entrepreneurship by maingain
their activities with the voluntary involvement thieir employees. In this concept, it is desired pravate sector
employees participate in projects of nongovernmesriganizations for at least one hour a week. Asad of
social responsibility awareness of enterprisesselefforts increase social awareness of individaats show
that they can be helpful to society while workimggrivate sectdf. These activities open a way to develop
innovative ideas about social matters, in otherdspthey become practices which may pave the wagdoal
entrepreneurship.

1.6. Nongovernmental Organizations Supporting Socl&ntrepreneurs

The first and one of the most important nongovemadeorganizations which support social entreprestap is

Ashoka. Ashoka was founded in 1980 and it do¢sew®ive support from governments, EU funds, waapo
tobacco companies. Among its financers are Goeglay and Anuseh Ensari who was the first womarigbur
to space. Ashoka has 1800 members from 62 coutidsee social benefit as a profit. Ashoka’s mensitwho
receive financial support for 3 years are providedsultancy service by McKinsey and they are asstrahare
the same with other membé&ts

Ashoka’s efforts consist of three stages. Firsdlbfit supports social entrepreneurs individualtythe second
stage, it supports social entrepreneurship gronggfee last stage is the stage for forming findrsyiatems and

infrastructure in order to spread and improve a@ppibn area of social entrepreneurship univer&ally

) Group
Social Entrepreneurship Infrastructure for

Entrepreneurs national sector

Figure 1.1Works of Ashoka
Resource:M.KAYALAR ve T.ARSLAN, Ashoka'ya Uye Sosyal Giimcilerin Turkiye ve Diinyadaki Faaliyet
Alanlarinin kagilastiriimasi?®

22 http://b iibf.comu.edu.tr/php/index.php?option=carontent&view=article&id=150&Itemid=282

23 Guclu, www.insankaynaklari.cgrf5-01-2009

24 sosyal Girisimciler Yeni Bir Sektor Yaratti (Soctahtrepreneurs Created a New Sector), www.insankéamaom .03-
01-2009

2 www.ashoka.org/whatwedo

% Comparison Activity Fields of Ashoka Member Sociatfepreneurs in Turkey and in the World),
edergi.sdu.edu.tr/index.php/sduvd/article/view/1/2852
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Ashoka commenced its operations in Turkey on 22siakdrary 2004. Currently Ashoka has 16 members. With
their works, each member both offers a solutiom foublic matter and forms a model. Through annuadiig

interviews, new social entrepreneurs join Ashokekéy family (Denizalp, 2007, p.19).

Another important organization which aims to urgteial entrepreneurs but does not provide finarstigport
is Schwab Foundation. This foundation implementacfical, innovative and market focused approached

intended to change the conditions that forget meapt push them to povefty

Large 4
. Large Government
companies agencies
Small and /’:he voluntary
I medium-sized sector
Small enterprises .
Economic goals/ Mixed Social goal/
Private Benefits Public benefit

Figure 1.2.The Changing World of Organizations
Source: Paton, Rob, Studying Social Entrepreneurship artdrprisé®

There are many intermediate forms, both as regards- think of business franchising, and fedenstiof
organizations. And as regards hybrids, those wittechsocial and economic purposes. Indeed, esigntiae
map is out of date — the world has changed. Onstbiy of the last 20-25 years has been the emeegaia
new generation of green and ethical businessesnfegyed in Fair-trade, or providing environmengabducts
and services). Another, even bigger story has bezrecognition that mega-organizations are imjpbgsi
difficult to run — in a world that is changing rdpi they are unmanageable. So large companiesdéve
sourced non-core activities and re-structured fietierations of business units. And governmentspafse,
have been doing the same — the general trend leasftiethe state to retreat from direct involvemearthe

delivery of services.

" social Entrepreneurs Created a New Sector, www.kasaraklari.com03-01-2009

28 hitp://lwww7.open.ac.uk/oubs/research/pdf/StudyiafSocial%20Entrepreneurship.pdf
2 paton, Rob, Studying Social Entrepreneurship andrfrise
http://www7.open.ac.uk/oubs/research/pdf/Studyin@S«itial%20Entrepreneurship.pdf
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Venture mission

Economic Social
Economic Traditional Social purpose
(2} {1}
Primary
market |
impact %
Social Social Enterprising
Consequence nonprofits
i3 (<)

EEE: Fyiricks exist
Figure 1.3Venture typology

Source:Neck, Heidi and other§.he Landscape of Social Entrepreneurship

Some resources propose four specific types of prneurial ventures, plus a hybrid for@ocial Purpose
Ventures(Quadrant 1) are founded on the premise that &lspwblem will be solved, yet the venture is for-
profit and the impact on the market is typicallyqmved as economid.raditional VenturegQuadrant 2) focus
primarily on economic mission and economic impagth financial performance as its primary metrihiebe
ventures have no explicit social mission beyonding a good and profitable business through théoéation

of market-based opportunitieSocial Consequence Ventur@3uadrant 3) are similar to the traditional veatur
except that many of their practices have sociat@mues, although these social outcomes are noetson for
the firm’s existence but an outcome of doing bussn& he popular terrcorporate social responsibilitynost
closely aligns with the social consequence ventlire fourth type of venture is tHenterprising Nonprofits
(Quadrant 4). Enterprising nonprofits have earnecbine activities which very much apply the general
principles of entrepreneurship additionally; thesganizations focus on growth and economic sudtiityga and
may be funded by venture philanthropists. Finalgre are hybrid forms that have a combinationesfaviors

and characteristics that are found in more thantgme.

1.7. Social Entrepreneurs Change the System
All social entrepreneurs work on social problemd aratters. Works they perform focus on system whielkes
people poor and suppressed. The aim is not edtaigis hospital or a school but it is to changettbalth or

education systeth

Social entrepreneur is a person who realizes tbialgaroblems which occur in his/her society arahgbs down
the problems with an approach which has not beeugtht or ventured until that time; and a person whms

trust of society by creating difference with hig/leeative, persistent, sensitive, realistic betisvi Social

30 Neck, Heidi and otherdhe Landscape of Social Entrepreneurship,
http://www.sciencedirect.com/science? ob=Articlel8Rudi=B6W45-4TRR8XM
31 Hartigan, www.insankaynaklari.cqrd3-01-2009
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entrepreneurs devote their lives to create solstifum social problems through their characterissosh as
vision, creativeness and extreme commitment, simidacommercial entrepreneurs. These unique indalil
who are present in every culture can foresee tlestep in their field (environment, education, ltigahuman
rights, social development) and they follow thejgcb tightly until this foresight becomes a concegtich is
adopted by society. Social entrepreneurs deterbiioeked aspects of society and develop new ideashvhall
enable their transformation. Reformation created dmcial entrepreneurs changes society’'s way of

transformation and their approaches to social matteamatically (Denizalp, 2007, p:8).

Social entrepreneurs are persons who find innogalutions for the most important problems of sgciThey

are ambitious and determined about developing mm&s which provide large scale transformation gtfi
against social problems. Social entrepreneurs ddeave the solution of social problems to governmar
business world; they find the source of the probl&hey solve the problem by changing the systery #hare
solutions with a large mass and they convince wisnleiety to take new steps. New idea of each social
entrepreneur must be practical, easily understdadathic and it should be able to mobilize widpsurt of the
region’s public. Hence individuals stand up forith@vn rights and they make a move to apply thiw idea.
Just like entrepreneurs who change the face ohbssiworld, social entrepreneurs are importantimgjistones

of social transformatiof.

1.8. Formation of Social Entrepreneurship Culture

Social entrepreneurs undertake an innovative aadirlg role in solution of social problems. By takia

problem in subjects such as health, environmentamurights as a starting point, social entreprenemable
social transformation by creating projects on badisocial effect, sustainability and innovatiofRecently,

social entrepreneurs created a new sector excepgdeernment and private sector in respect of orgat

solutions for social problems. Social entreprenamesieaders of local transformatfan

At first, social entrepreneurs should implementdes of activities in order to solve locally foedsproblems
and to trail locals. Moreover, laying foundationaattivities which may be accepted in respect oftenstwhich
are effective in establishing public welfare ofdtis incumbent on social entrepreneurs. In ordémprove
social sector through their activities, social epteneurs should support in increasing awarenegsliiic about

local education, economical development, envirortifamman rights, health and civil initiative.
2. CONCLUSION

Lately, social entrepreneurs have an importantystteole in solution of social and economical raegt At first
stage, this catalyst role contributes to solutibiocal problems. At next step, they have the digaliion of
social and economical problem solver in universahning. Because each region has different probésmdsn

solution of these problems local solver actorsedifective (raw material, labor force, geographioditions etc).

32 http://turkey.ashoka.org/social_entrepreneur
33 Kayalar ve Arslaredergi.sdu.edu.tr/index.php/sduvd/article/view/12852,2009
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A social entrepreneur, while searching solutionsségial problems, should study in the region whire
problems occur. He or she should apply the SWOTyaisain that region. The threats and occasions lila
cause while finding solutions to social problemattbonstituted in that region should be search&iterwards
the weak and strong aspects which are considerbe tffective in finding solutions of the regionosid be
designated so that it will be possible to overcdhee social problem regionally. These data will foangood

guidance for a social entrepreneur.

Social entrepreneurs gradually make progress iatisal of social problems. Social and economicabprms
which are solved locally can spread to a wider emrnent when communicated with other social engepurs
universally. Social entrepreneurs which supporhezber shall provide opportunities for social @awbnomical
comfort of societies worldwide through a wider pactive.

In this sense, it is very important for social epteneurs to receive support of nongovernmentalrizgtions

and governments in creating a universal environment
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XIV.  SOCIAL CAPITAL IN ENTREPRENEURS' NETWORKS: EFFECT O N MANAGING IN A
DOWNTURN

Zeynep Aksehirli
Ozyein University
Serra Bayram
ABIGEM Kayseri

1. INTRODUCTION

There are conflicting reports on how successfulegmeneurs are dealing with the economic downtfi2008-
2009. Some reports mention that, especially in gmgreconomies, entrepreneurs expect positive dréovtthe
coming two years thanks to entrepreneurs’ uniqukitiab to react quickly to new opportunities. (Eabour
entrepreneurial survey, 2009). Other accountselvew mention SMEs to be most affected by the eipplf the
downturn (Hodorogel, 2009), citing access to firmpooblems as a culprit in causing entrepreneadaipanies
to suffer the most (UEAPME report, 2009). In thigdy, we look at how a personal quality of an guteaeur,
namely their individual social capital, affects htiwey cope with the economic downturn. The restads help
us point out the behaviors entrepreneurs exhikit tielps them to whether the tough situations bettevorse
than their peers. As social networks take time effioit to built, knowing what kinds of networks aidem in

crisis can help entrepreneurs built their netwaésordingly before the challenging times roll in.

Entrepreneurial organizations have the advantagegitity and being in tune with market needs (Thitland
Candemir, 1998) when things go sour. Both the tggilnd the closeness to customer are made strdygéne
entrepreneurs’ and managers’ informal relation wlieir colleagues and their customers (Nohria 21 ®urt,
1992). As social capital can be defined as theevaliven from social networks, it is reasonablghiok an

entrepreneur’s social networks will help them erdeatieir business outcomes.

Prior literature on social capital demonstratesrang relation between entrepreneurs social netaoik their
business performance through a wide array of mesimen Entrepreneurs observe and delve in oppoisnit
they see through their unique ties (Burt, 1999)eyllget information and advice from their social teats

(Birley et al., 1985); They gain access to finahaied human capital (Batjargal and Liu, 2004).

In their recent study Dulupcu et al. (2006) state

“...Although 99% of business enterprises compris&SMIEs in Turkey, their share in value added,
credit and export are very low compared to the Pean counterparts (OECD, 2004). In other words SiMESs
in Turkey seem to have problems in the fields eévation and finance which are assumed to be sobred
enhanced through social capital as stated by variadherents of social capital literature (Puntan®93;
Ruuskanen, 2004). Unfortunately the studies andrtbasurements of social capital on Turkey are lietijed

and even they are not related to SMEs and regideaélopmenit
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The study shows it is very important to study socapital in entrepreneurial context, and TurkisiES seem
to be fertile ground to plant the seeds of improgetrby enhancing social capital. With this gengadl in
mind, we set out to analyze a specific, albeit ificamt, part of the unexplored arena of social itzpand

entrepreneurship in Turkish context.

Our objective with this research is to discuss sofre specific qualities of an individual’'s sdoiapital that
may affect how their entrepreneurial behavior clsngnd how this change in turn affects their bgsine
performance during a downturn. In the followingtsmts we explore the relevant literature and ostlielevant
facets of the social capital concept. We sketchtloethypothesized relationships between theseSauat the
responses of entrepreneurs to the economic dowribascription of the social network analysis aratistical

analysis methods are followed by the results amtlosions derived from an initial sample of 20 epteneurs.

2. LITERATURE REVIEW AND HYPOTHESIS

Literature on social capital arena demonstrateissibeial capital is a productive resource simitaother forms
of capital (e.g. financial capital, human capi{@$ai & Ghoshal, 1998). Previous literature on peas networks
of entrepreneurs revealed that entrepreneurs natidepursue opportunities in detached networkst(B$92),
ask for advice and support from their contacts|€gir1985) and access financial resources (Sha@alsle,
2002).

Social capital can be seen in three dimensionsctsiral, relational and cognitive (Nahapiet & Ghalsi1998).
Structural social capital relates to the structofréies between individuals within a social netwoRelational
social capital refers to the trust and friendstipets stemming from one’s networks. Finally, cagaisocial

capital is the value and efficiency created throtighshared code and mental schemas prevalemeatwark.

As we are dealing with individuals’ networks ingtstudy, we will be focusing on the structural aspef an
ego-network (i.e. a network that comprises the fgethat a focal person knows and the relations beitvthose
people) rather than relational and cognitive agpethis concentration coincides with the trends dan be

observed in previous literature that bridges emé&egurship and social networks (Burt, 1999).

One of the foremost discussions that appear inigueMiterature on social capital is the dualitgasding the
source of value in social networks. On the one Hapsl the claim that networks rich in structuralesp where
the focal person has connections to several pemptgoups of people that do not have direct tieth wiach
other, will provide more value to the person. Oa dither side is the idea that dense and closedrigtwabeled

closure networks, will offer more value to the foicalividual.
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Figure.1 Sample Closure Network

Networks with closure are networks in which mosttleé people have close ties to each other. A \izeal
example of such a network can be seen in Figuiighs kind of network tends to have high trust ahdrgy
reciprocity norms —i.e. people respond to eachrdthkind- because of increased visibility of belwavBecause
of the trust environment and expectation of reaijiyo closure networks provide strong access torinftion
and task or emotional support. Information advassagesult not only from access, but also accurAcguracy
is ensured in two ways: 1) information travels I@sscause everybody is connected, they are ‘climseach
other in network terms (Baker and lyer, 1992)). Whdormation travels less, there is less chancdigibrtion.
2) Confirmation of information is assured by redandy. Since people are connected to each otheughro
several channels the information could be confirmethg these channels separately (Uzzi, 1997). rGikie
efficient travel for any positive and negative inmf@tion in such a network, and strong reciprocities,
members of the network are highly aware of imageraputation building (Aaltio et al., 2008). Thisightened
awareness increases ‘risk management’ behaviofehds to lower risk seeking conduct. This kinachofmative

environment discourages diversity of distinct idé@aum et al., 2006). Thus, Hypothesis 1 is de¥s:

Hypothesis 1 Entrepreneurs with networks high on closure wihibit less diverse responses to economic

downturn.
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Figure.2. Sample Brokerage Network

Networks high on structural holes are networks mclv two or more groups of people are connecteautin a
limited number of individuals. A visualized exammé such a network can be seen in Figure.2. Thetesh
create an environment that is ripe for brokeragmodpinities for the individuals spanning the stauat holes in
the network (Burt, 2001). The clustered groupsuichsnetworks produce information and develop idegmrate
from each other. They are non-redundant sourcésfafmnation. Individuals that act as a bridge betwé¢hese
groups have access to all these diverse ideasehyirtine of their network location. They have accesunique
information and variety of viewpoints from diffeteigroups of people they interact with (Burt, 2005).
Knowledge and behavior are more uniform within tha@tween groups, so individuals that form a bridgess
groups are more familiar with alternative ways lihking and acting. Such variety of ideas and batrawill
result in a shift of focus from internal stakehaklto external ones and increase the diversitggianses given
to a downturn (Pearson and Clair, 1998; Aksoy aadu®, 2006). Hence,

Hypothesis 2 Entrepreneurs with networks high on brokerage awlibit more diverse responses to economic

downturn.

After the initial forming of a firm, entrepreneufscus on the quality of their network compositiarcis as
diversity/heterophily and non-redundancy (Steiet @neenwood, 2000). Heterophily (opposite of honilgpls
the tendency of individuals to collect in divers®yps. Batjargal (2005), in his study of banketmves that
greater heterophily in an ego network supportsteaolutions to resource issues. He definesphoperty as
resource embeddednesghe degree to which network ties contain valuahkrumental resources (Lin &
Dumin, 1986). Resource embeddedness was showrvéopussitive impacts on sales growth, profit marail
return on assets. Batjargal (2005) assumes thar#titical implication is that entrepreneurs shoumihve more

resource-rich ties into their networks.
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Diversity in contacts breeds variety in resourced ancrease creative ideas (Richard, 2000). Hasimtiverse
set of individuals in one’s family and friends d&rds also conducive of seeking interactions witbsuilar
others. Creativity increases as interactions witlerde people and diverse artifacts increase (Fishal., 2004).
People with more homogenous networks are lowerdativity and openness to new ideas (Perry-Smith an
Shalley, 2003) compared to people with heterogem@etworks. Given such a strong link between dityerns
one’s networks and diversity in one’s ideas andabig, it would be reasonable to expect entreprenaith
diverse contacts produce and implement a diversefseesponses during a downturn. Hypotheses 34and
express this link for positional diversity (i.e.etlvocations of people in one’s network; Lin et 2001) and

resource diversity (i.e. the capabilities of pedplene’s network; Van der Gaag and Snijders, 2005)

Hypothesis 3 Entrepreneurs with high heterophily in their netkgowill exhibit more diverse responses to
economic downturn.
Hypothesis 4 Entrepreneurs with more diverse resources in theiwvorks will exhibit more diverse responses

to economic downturn.

Having reviewed the literature on social capitatfees that enhance diversity of thoughts and hehathe
guestion remains whether such diversity would leadetter performance, particularly in crisis sitoas.
Creativity literature provides ample evidence tdatersity of ideas and implementation methods iasee
individual performance as well as firm performarinegeneral. However, since this study is interested
responses and performance during an economic downl turn to ‘crisis management’ literature foidance.
In their article on successfully coping with a igjsPearson and Mitroff (1993) emphasize the ingure of
being in relation with a wide array of constitueatsd considering ripple effects of actions undereds. They
conclude that the entrepreneurs should developtéopo of actions to respond to a downturn or isrighat will
enhance their ability to strategically weather tiustile environment. They go on to enumerate finenas of
response with 6-7 action avenues for each of theaa: This suggests that diverse set of respasegng from

cost cutting to employee training, will help entreapeurial companies cope with the downturn better.

Hypothesis 5 Entrepreneurs who exhibit more diverse responseectmomic downturn will have better

performing firms.

As mentioned before, this study aims to uncoverrétationship between an entrepreneur’s socialtaapnd
their responses to an economic downturn. The titezareviewed above in this domain lead us to puowéard
five hypotheses discussed above. A summary of thelaéonships can be seen in the model in Figureh@

direction of the hypothesized relationships betwesmmbles can be found on the arrows in the model.
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Figure.3 Model to be tested in this study
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3. METHODOLOGY

The study uses Social Survey of the Networks, $8N, (Van Der Gaag and Snijders, 2005), financial
assessment questionnaire and downturn managemestiaqnaire to answer the focal research quesB&iN
questionnaire is a validated survey from individs@atial capital literature. Downturn managementstjoanaire
consists of 19 questions gathered and adjusted Enogtish and Turkish entrepreneurial literaturee Tiuestions
were intended to determine an inventory of compaations used in crisis situations. The actiongdistovered
market based actions, product/production basedragtifinancial actions and human resources basgehsc
Financial assessment questionnaire is a shorumstnt measuring the entrepreneurs’ self assessoheheir
financial health. At this stage access to actubidblke financial data was not possible. If suchadaecomes

available in the future, it will be included in thesearch.

In order to achieve higher participation rates,efawface survey techniques were used to fill these
guestionnaires. During the course of these intarsjénformal conversations and probing questiomshm used

to understand the mechanisms linking social capitahanagement strategies during economic downtuéns
this time a total of 23 entrepreneurs are contactedas excluded as the company ceased operatishgdar.
Two entrepreneurs were not willing to participafée have secured participation of 20 entreprened®8o(
response rate) in Kayseri Organized Industrial Zdres limited sample will be used as a pilot stuhd the
number of firms in the sample will increase ovendi Currently, data collection is continuing thrbugnowball

sampling methods SPSS was used for statisticaysinadind UCINET 6 was used for social network asialy
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Closure of network was operationalized with the gitgnof an entrepreneur's ego-centered network and
Structural holes of a network were operationalizeith the constraint measure, consistent with pnevio
literature (Burt, 1992). Heterophily of a networlkasvmeasured through the number of distinct prafassi
mentioned in the Position Generator index (partS&N). Only the strong connections (i.e. people iwith
entrepreneur’s family or friend circle) were comsied. Diversity of resources was gauged using tsndt
resource kinds mentioned in the Resource Geneiadex (part of SSN). Only the strong connectionsewe
considered as in the heterophily measure. Diveddithe responses was measured using the numliffesent
actions entrepreneurs exhibited in response toré¢bent downturn. Success was an assessment ofagener
financial health of the firm, as judged by the epteneurs themselves. Hypotheses were tested negjregsion

analysis.

4. RESULTS

Descriptive results:

Before moving on to the results of hypothesis tggtive would like to give some descriptive figufesm the
data. These are important in showing the genetéli@de of entrepreneurs in Kayseri towards the mece

economic troubles and provide details as to tattieg are using to alleviate some of the effects.

Of the twenty entrepreneurs interviewed, only 4enfemale. About half of them were in the age ramig@s-44

(9 out of 20), with the second largest group be#sgs4 with 5 people. Majority of the companies weare
existence for over 20 years (9 out of 20), with $beond largest group with operations between gehs. The
industries were as follows: chemicals (1), constoucmaterial (1), electronics (1), paper (1), prig (1), textile
(3), metal works (3), food (4) and furniture (5)n Averwhelming majority operated in domestic masksith
only limited engagements in exports (15/20). Twathef remaining firms operated solely in foreign kesds,
whereas 3 of them operated in both. Finance isdists the main problem of SMEs in Turkey by 16haf t
participants. Twelve of the entrepreneurs thougMES were affected more by the economic downturn
compared to larger organizations; eight of thenugfim the effects were about the same. There isnargke
optimism, however, with sixteen of the participaatigpect this financial environment to continue ofdy one

year.

In terms of the entrepreneur’s responses, the tsesliow the following actions are preferred by an
overwhelming percentage of interviewedxplore and expand to new domestic markets, Isergaroduct
assortment , Decrease product price, Change praodinictechnology, Change production process, Have
employees take paid leave, Increase effectivenfessllection activities, Stop any sort of borrowjngelay

investments A detailed frequency table can be found in the éxmjix.

Regression Results:

Regression analysis was used to test the hypotkéates previously. Hypothesis 2 and 4 were supdokthile
the coefficients for the other hypotheses werdéexpected direction but failed to reach statssggnificance.
Brokerage opportunities in entrepreneur’s netwaigsificantly predicted diversity of their respoagg= -14.7,
t = 1.96,p < .1. Diversity of resources also significanthegdicted diversity of their responsgs -.86,t = 2.24,

p < .05. These two variables also explained a siganif proportion of variance® = .48,F = 5.49,p < .01. The
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relationship between closure of entrepreneurs’ agksy heterophily of their networks and diversitlytheir
responses to the downturn were in the expectedtding however desired significance levels werereatched

with this sample size.

Hypothesis 5 was not significantly supported. Dsitgr of the responses to downturn failed to preéiichs’
financial performance. Although the direction oé trelationship was as expectgd=< 0.1), significance level

remained low (p = 0.14).

5. DISCUSSION AND FUTURE STEPS

This research set out to find out if thealities of entrepreneurs’ social capitaffect the capabilities of the SME
in coping with a downturrand theeconomic performancef the SME. We find support that brokerage in a
network and resource diversity has a positive éffat diversity of responsive action during an ecuiw
downturn. Closure and positional diversity of thetwork, however, did not produce a significant g®in
diversity of responses. The link between theseamsgs and company performance was also not signific

established.

The findings on brokerage are consistent with najsthe previous literature, especially on entrepreial
networks. Bridging behavior results in better perfance for individuals and firms alike. Burt (200&)en
equates structural holes to entrepreneurship. ichaids high on entrepreneurial behavior tend toofaggo
networks rich in structural holes. The structuraliels in their network indicate the entrepreneurdwmmections
to people at different realms of operation (pogsthbifferent professions or industries). This variekposes them
to differing ideas, which in turn would help theniden the array of tools they use to respond toef®iia their

environment.

Resource diversity was also found to significaratffect response diversity. In addition to the bamstource
diversity gives to any creative idea developmenttii@ entrepreneur, access to varied resources tireen the
opportunity to act upon these ideas. As such, resodiversity is essential in both development &mel

implementation stages of crisis responses.

Burt (2000) mentions brokerage is the source ofiewaldded, whereas closure is critical in realizhmg value
buried in social networks. One explanation for fireding this relationship could be the ‘family’ nae of dense
networks in our sample. Closure helps with suppavever density in these particular cases are aethie
through smaller and family based social supponivagks, rather than a dense business network. Ireaqus
study in the same geographical area, Coban (20@hyed that competition gets very personal and besom
sour capital. As a result, entrepreneurs don’t wantooperate with other companies in the samesinguo
solve their problems. In her study only 33% of firmere interested in such cooperation, 66% actiaetided
this. It is possible that the dense networks ingample gave the entrepreneurs necessary emosiopport but
failed to produce viable solutions for their busisieproblems. As we have collected detailed data on
demographics of all their network contacts, thetre®p would be to confirm if the dense networksested

here consisted of mainly non-business family member
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Professional/positional diversity also failed t@guce the expected effect. Possibly the positigentory used
here was not effective for the purposes of thiglgthe items in this survey are designed to uhesotial
capital of a member of a society within that socit large. As such, positions asked about areege@wards
what can help us in life in general (knowing a doch politician; a teacher) rather than what calphus in
business. In a future study, the survey can be fieddito ask about person’s contacts in various
industries/businesses and use that measure asdibatdr of positional diversity. This approach vpasviously
used in the literature by Batjargal (2005) sucaglsf

Finally, although the link between diversity of pesses and economic performance was in the rigactibn,
the results didn’t reach statistical significante/o explanations for this result are both speddithis study: our
sample size is not large enough at this time; &lednteasures we use to gauge financial performaneceedf
reports. As a future step, alternative sourcesnafiitial data will be used to confirm the resulteother reason
could be that the actions entrepreneurs took witténlast six months didn't reflect in financiakudts yet. We
believe revisiting the participants and assesdiegfinancial consequences of these actions atatiate to see

if there is a lagged effect of diversity of respemsnight be a good future step.

5.1. Limitations:

Limited sample size is the main drawback of thelgt It is encouraging that significant results barreached
even with such a sample. However, further datactbtin will make the study stronger. Another littida is
related to the cross-sectional nature of the stQuye could say firm performance may be affectirggghcial
networks. However as the study is asking sped@ctions to the economic downturn —a relativelgnéc
phenomenon-, and social networks form over a lopgend of time, we could say network variablescpoe
diversity of responses (our dependent variablelalBi, firm performance is measured by self repoktthough
specific performance measures were probed (prdfitgbfinancial health, market share, etc.), theray be a
halo effect when answering them. Better and mojeablve measures of financial situation would irase the

validity of the study.
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Appendix:

Actions and Frequencies

Market based actions

Explore alternative business options

Explore and expand to new domestic markets

Explore international markets

Retract from some of the current markets

Product and Production based actions

Change the product

Decrease production

Decrease expensive raw material

Decrease the volume of product

Increase product price

Increase product assortment

Decrease product assortment

Tie product pric to foreign currency

Decrease product price

Change production technology

Change production process

Change raw material from import to domestic

Focus on using existing raw material more efficiently

Stocking raw material for future production

Focus on quality standards certification
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Human Resources based actions

Salary freeze

Temporarily stopping the salary payments

Have employees take unpaid leave

Have employees take paid leave

(=]

Stopping payment of bonuses

Increase employee satisfaction

Increase activities for employee engagement

Increase participation in outside training

Increase participation in inside training

Decrease the number of line employees

Hiring freeze

Decrease managerial employees

Change top management

Increase savings on employee related overhead expenses

Decrease staff personnel

Decrease the number of hours worked
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Financial actions

Increase productivity

Increase effectiveness of collection activities

Stop any sort of borrowing

Take on a new partner

Delay investments

We brought back some of outsourced activities

We outsourced some of the activities

Payoff bank loans with funds borrowed from other sources

We increased income from alternative sources (e.g. financial

investment, interest income, etc.)
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Sell assets for cash
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