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A RESEARCH ABOUT DETERMINING THE INNOVATION ACTIVIT IES OF
TEXTILE COMPANIES IN DEN izL 1, BULDAN

irfan Ertygrul and Emine Utkuh
Abstract

Weaving is a constant source of livelihood in anouad Denizli. Town of Denizli, Buldan is one of
the center of art of weaving.When said the towButlan, first comes to mind and their own self-
called the "Buldan Cloth" is the art of weaving.l@an weaving in history, is as old as the histofy o
the district. The first time in Buldan nomadic amitbal system of social life, then turned to fargnin
and crafts. Such as cotton and wool fabrics aredpoed by processing raw materials in workshops.
Buldan, land of the factory is without chimneysxtile is not only a business in Buldan, but also a
way of life. In Buldan, textile began in housefipived by small industries, workshops and factories
in the collective work as a type of businesses|dpgd.The aim of this study is to determine the
status of innovation activities of 59 textile comiga which located in Buldan. Survey method was
applied in this study. All 59 textile companiesoired in the questionnaire was filled out by one
opinions. The obtained data were analyzed usingSSPS statistical software. As a result, the years
of the first organization of businesses, their goodterms of value, competitive aspects of domesti
markets, competitive aspects of foreign marketglemaa being made in R&D and P&D activities,
innovations and developments related to productiwthods for and innovation activities between
2000-2008, were revealed.

Keywords: Buldan, Textile companies, Innovation, Research dadelopment (R&D), Product
development (P&D).

INTRODUCTION

Buldan was a parish of Aydin province in 1779 and1B07 was still a district of Aydin. It
connected to a subdivision of Denizli in 1883 andlb23, Denizli was a city and Buldan was a
district of Denizli. In addition, during the War tfdependence in 1920, the Greeks occupied Buldan
and gained its independence on September 4, 198a84iB Governorate and Manucipality, 2011).

Geographically, the town of Buldan is located oa itiside of the Aegean region. It is adjacent to
the east of the town of Guiney, the west of the toWwikuyucak, the north of the town of Sarigdl and
the south of the town of Saraykdy (Buldan Goverteeand Manucipality, 2011).

Denizli is one of the city which factory productionand-woven and home industry continues
together and according to history it has one ofoldest heritages (Atalayer, 1980, p. 9).
When examining the prevalence of weaving in Deminlil the surrounding area, the variety of types,
with recognition all over the country Buldan comis the fore immediately. Buldan town of
historical, cultural, social and economic structuas very significant potential.

MATERIAL AND METHOD

The aim of this study is to determine the statugmnbvation activities of 59 textile companies
which located in Buldan. Survey method was apgliettis study. All 59 textile companies involved
in the questionnaire was filled out by one opiniofise obtained data were analyzed using SPSS.15
statistical software. As a result, the years offitet organization of businesses, their goodsemms
of value, competitive aspects of domestic marketsypetitive aspects of foreign markets, made or
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being made in R&D and P&D activities, innovatiomslalevelopments related to production methods
for and innovation activities between 2000-2008enrevealed (Erigrul, Utkun, 2009, p. 57).

RESULTS AND DISCUSSION

According to the first years of establishment ofegprises operating in the town of Buldan is
presented in Figure 1. 5 business has been ebtlisince before 1980, 5 business has been
established between the years 1980-1989, 23 bgshassbeen established between the years 1990-
1999, 12 business has been established betweeye#ite 2000-2004 and 14 business has been
established in the year of 2005 and after.
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Figure 1. The years of the first organization of businesses

For businesses operating in the town of Buldandib&ibution of goods produced by the most in
terms of value is shown in Figure 2. 10 companjerate in the field of home textile, 43 companies
operate in the field of towel-bathrobe, 4 compawigsrates in the field of fabric, 1 company operate
in the field of scarf and 1 company operates irfigld of warping in Buldan.
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Figure 2. Businesses’ goods in terms of value

Figure 3 is presented of businesses’ competitiyects of domestic markets in the town of
Buldan. Businesses, 11,9 % rate of marketing stya#4,1 % rate of product range, 49,2 % rate of
product price, 50,8 % rate of product quality, 186rate of after-sales services, 10,2 % rate of
organizational structure and 13,6 % rate of qualifiabour by side with them can be competitive in
domestic markets. A business may find itself manapetitive in many ways, each case is considered
in itself.
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Figure 3. Businesses’ competitive aspects of domestic markets

Figure 4 is presented of businesses’ competitipeas of foreign markets in the town of Buldan.
Businesses, 3,39 % rate of marketing strategy 51% 2ate of product range, 10,17 % rate of product
price, 16,95 % rate of product quality, 18,47 %eraff after-sales services, 1,69 % rate of
organizational structure and 5,08 % rate of qualifiabour by side with them can be competitive in



foreign markets. A business may find itself morenpetitive in many ways, each case is considered
in itself.

As understood from the rates, businesses find tmeme competitive in domestic markets than
foreign markets.
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Figure 4. Businesses’ competitive aspects of foreign markets

Made or being made in R&D (Research and Developmet) P&D (Product Development)
activities in enterprises are presented in Figurdéx % of enterprise R&D and P&D activities are
not performed. Basic research is done, or are paeed by 10,2 % and applied research is done, or
are performed by 6,8 %. Some companies are madedasic research and applied research, but

there is no company made experimental developn@mtnpanies should be encouraged to make
R&D and P&D activities.

100

80—

607

40

Percentage %

20

0-
Basic research  Applied research m None
Experimental
development

Figure 5. Made or being made in R&D and P&D activities

Enterprises operating in the town of Buldan todwelldevelopments related to production and
innovation methods are presented in Figure 6. 67¢8%usinesses did not follow the rate of
innovation and development, followed by trade farshe country that the rate of 28,2%, followed
by 8,5% that trade fairs outside the country, with4 % percent of products that follow-up
publications and catalogs, 11,9 % percent of TUBK, KOSGEB, MPM, TSE, and so on that
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cooperation, working with other establishments ie same sector by 37,3% benefited from the
expertise, innovation and development with othethods 3,4% reported that they followed.

Innovation and developments related to the prodoabf any business as a method of following is
not in cooperation with the university.

Every business innovation and development canviolBeveral different ways, each method is
considered in itself.

60

40—

Percentage %

20

° o]
Not followed Domestic Foreign Publication TUBITAK Experience Others
trade fairs trade fairs University

Figure 6. Methods of following innovations and developmeamdated to production methods

Enterprises operating in the town of Buldan innmraactivities between 2000-2008, is presented
in Figure 7. Rate of 16,9 % of the companies, regbthat between 2000-2008 did not do innovation.
According to this graphic, business innovation iaduct development work of the improvement and
quality enhancement rate of 32,2 %, product difieetion rate of 42,4 %, to the imitation of
products by 8,5 %, 6,8 % of foreign products ada&pte the conditions in Turkey, 28,8 % new
product design, by 8,5% for the adaptation of #ehhologies used by local and foreign companies,
by 8,5% for a new production technology and reaoetibn activities rate of 8.5%.
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Figure 7. Innovation activities between 2000-2008

CONCLUSIONS

Entrepreneurship is described as a dimension afegfic posture represented by a firm’s risk-
taking propensity, tendency to act in competitivalygressive, proactive manners and reliance on
frequent and extensive product innovation (Kruegez2, p.5).

Field research is applied in the region thank$&iéogroduction capacity owned by determining the
available resources are used more effectively #fidemtly. As a result of this field research tees
recommendations can be given to the entreprene@sidan.

Nowadays, the conditions of competition are bemgdd with globalisation. Today, innovative
companies are surviving companies. World saturateihary methods. Adapt to rapidly changing
and developing conditions, flexible, and differenmpanies are preferred. Innovation is not only on
the product, but also on process, organizationalagerial, and marketing innovation. Innovation in
textile companies should be done in Buldan.

A research and development center should be establiin Buldan. This research and
development center will do their own research andhe hand, contribute to the development of the
district, will hold educational programs and on thiteer hand give advice to people coming from
different ideas. They think the issue will examitie possibility of technical, economical and
convenient to do research on marketing activitied will transition to production is found in other
words this center will specifically assist theseogde. This center will be able to be reached by
anyone at any time.

Ancestral art of weaving should be more attractaraong the young people in Buldan.

Transferring to a new generation of this art isyvienportant. Working conditions and marketing
activities should be improved.

Improving the quality of today's markets is of draportance to strengthening the competitive
position (Ertgrul, 2006, p. 11). The current quality is necesdarycontinue in terms of textile
production and then this the quality should beeghis
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The trainings will develop the understanding ofrepteneurship of companies. In addition to the

development of industry in Buldan, activities sltbbe made more efficient, product enhancements
to be provided, for the new R&D and P&D departmestisuld be included, equipment and hardware
support should be given to small and medium-sizedpanies, university and industry cooperation
should be ensured. University and industry coopmratwill develop domestic and foreign
competitive aspects of Buldan. Entrepreneurs shioelgupported to the participation of national and
international trade fairs. Presentation of goodsvgery important activity in trade fairs.
Efforts to capture branding and technological sigpigy can reach with joint-venture organization.
The purpose of this joint-venture capital organoratshould be regional economic growth and
development, branding and support on technolognradvation activities, entrepreneurial ideas and
the patents to support commercialization.
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BARRIERS TO REVERSE LOGISTICS PRACTICES IN SMES: AN EMPIRICAL
RESEARCH IN NEVSEHIR

Aysen Cakur?

Abstract

As industrial activities increased, environmentablgems have become inevitable. From the
producers’ point of view to handle the environméatpects of the enterprise activities, in terms of
production and distribution, reverse logistics i®m amportant tool. While implementing this
environmental perspective option, as well as largempanies, Small and Medium Enterprises can
face some barriers such as company policies, lddkformation, financial or personnel resource.
The aim of the study is to identify reverse logssgpractices and evaluate the barriers to those
practices in the SMEs that operate in manufactuiimdyustry in Neyehir The findings of the study
indicate that lack of financial resource, difficuito measure the performance of RL activities, llega
directives and lack of technology are consideredb¢éomain barriers to RL which comprise the
internal barriers for the firms and those barrietfer from business to business according to their
area of activity in the industry. Most of the comies have a product life cycle more than 5 years
and once they get the returned product they recydpair or refurbish the product. Further
implications for SMEs in Neghir are discussed and future research opportusigiee mentioned.

Keywords: Reverse logistics, Internal barriers, Externalibasr
INTRODUCTION

Nowadays businesses, customers and governmenpayrey attention on environmental issues
than ever before. One of the main reasons forctimgern is the rapid environmental degradation and
the uncontrolled consumption of scarce naturaluess caused by industrial activities. To decrease
the effect of their production and distributionigities, companies are transforming their processes
into an environmental perspective.

Also, the increase in the flow of returns is bedtgerved lately due to product recalls, warranty
returns, service returns, end-of-use returns, édideoreturns and so on. (Ravi and Shankar, 2005)
Because of this, companies are looking for waybsdndle with these returns efficiently. Reverse
logistics stands an option for the companies toycaut necessary activities including collection,
disassembly and processing of used products.

Besides the economic, legal and corporate motiwvesatry out effectively the reverse logistics
practices, yet there is a need to identify theiberthat hinder those practices. It has been @diatt
in the literature that the barriers are categoriretvo groups as internal and external barriergckvh
are defined in the perspective of their impact asb@ther they come from outside or inside the
organization.

In this context, to carry out those activities pdyp, identifying the barriers that impede the
implication is one of the main goals of this studywell as identifying the scope of reverse loggsti
activities within the SMEs that manufacture wooddarcts, metallic products, agriculture and
forestry tractors, motor land vehicles, furniturelaecycle classified goods in Nexhir.

2 Newehir University, Turkey
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THE SCOPE OF REVERSE LOGISTICS

Reverse logistics which is a broad term are comyamcussed among academicians since
1980s but consistently related with recycling tthi#fers in most ways. First of all recycling acties
are one of the main activities of RL. Besides, Rloacontains activities such as repair, reprocess,
collection of used products, components and enceniadd. (Kokkinaki et al., 2001) In many
industries reverse logistics activities are carmed, Rogers and Tibben-Lembke (1998) analyzed
those industries as publishing industry, elect®niiedustry, automobile industry and chemical
industry.

Stock (1992) points out that one of the first défom is made by The Council of Logistics
Management (CLM) in the early nineties as “the roldogistics in recycling, waste disposal, and
management of hazardous materials; a broader ptingpecludes all relating to logistics activities
carried out in source reduction, recycling, subson, reuse of materials and disposal.” (de Brito
and Dekker, 2004)

Rogers and Tibben-Lembke (1998, p.2) defined revéwgistics as “the process of planning,
implementing and controlling the efficient, costeetive flow of raw materials, in-process inventory
finished goods, and related information from thénpof consumption to the point of origin for the
purpose of recapturing or creating value or prajigposal”.

In the context of reverse logistics, there are et of reasons for returns of which should be
analyzed carefully in order to reduce the effedtshe production activities. The reasons can be
classified into 3 categories;

e Manufacturing returnsThe returns that occur in the production phaseriafgto left-over
raw materials, intermediate or final products thfaked quality controls, products left-over
and by-products.

« Distribution returns: The returns that are initiated in the distributiphase referring to
product recalls, business to business commerdain® (e.g. unsold products or damaged
products), stock adjustments and functional rettlrasinvolve distribution items like pallets,
containers, packaging.

e Customer returnsThe returns that occur when final customer retuhes product for a
variety of reasons referring to B2C commercial mey warranty returns, service returns,
end-of-use returns and end-of-life returns. (dédBaind Dekker, 2004)

Firms also seek for some motives to carry out sevérgistics activities which are;
Legal motivesThey put pressure on companies so that theyaser¢he degree of recyclability of
their products and perform higher recovery ratesyefore they will be helping to reduce waste going
to landfill. (Pérez, Rodriguez & Sabria, 2003)

« Economic motivesThe recovery of materials and used products wapthce raw materials
and components which could lead to decrease thesfangnring costs and/or sale price of
these products. (Lacoba, 2003)

* Corporate motives Recovery of products are now the responsibilifyttte businesses
because of the extended responsibility of the preduwhich is set by legislations and this
makes the businesses maintain programs on resporsitporate citizenship where both
they care about social and environmental issuesB(ido and Dekker, 2004)

BARRIERS TO REVERSE LOGISTICS ACTIVITIES

Businesses can benefit from the environmental ahémag forces them to shift their practices into
ecological ones. An example to this can be thertsfiof 3M (Minnesota Mining and Manufacturing)
which the programme of “Pollution Prevention Pagelped them to save 500$ million in ten years.
While preventing the pollution of their industriaktivities then also improved efficiency and
productivity through this programme.(Post, Altmaf94)

14



Despite the advantages of RL activities, it's alegessary to identify the barriers while reaching
out the planned outcomes. Rogers and Tibben-Lem{2k®2) underline the importance of
considering the barriers of RL activities becausanynorganizations desire to obtain greater
advantage that they would obtain as a consequdriRe implementation.

To identify the barriers, most of researches haenlperformed in large companies (Gonzalez-
Torre et. al, 2009; Ravi and Shankar 2005). Buthwispect to the position of SMEs in the
economies, the number of studies in this contexery scarce. In the report of European Union’s
Informal Environmental Council which was held in9¥9 it was concluded that SMEs plays an
important role for economic growth and employment&lU. The concern of EU was also on the
environmental contamination of their activitiescg@nthey have the data available of the pollution
produced by SMEs. (Del Brio and Junquera, 2003)

In Turkey, SMEs comprises nearly %99 of the busiegesand apparently their contribution to
both to Turkish economy and social life especiallgmployment, meeting the current needs of the
customers is undeniable. (Oztirk 2007) Therefobedomes important to identify the barriers to RL
in SMEs.

In the literature, the classification of barriensRL are various such as industry-specific barriers
and organizational barriers (Post and Altman, 19%d@nzalez-Torre et.al 2009), driving barriers and
driven barriers (Ravi and Shankar 2005) Industegeffit barriers are defined as the broader external
barriers such as industry characteristics or thiereal forces in the industry. Those barriers dse a
called as external barriers. (Gonzalez-Torre e280D9) Organizational barriers are the internal
barriers that occur within the company and affétirt operations and capacity to deal with the
changes including environmental change. (Post dtrdah, 1994)

Industry-specific or external barriers
External barriers are examined into 6 categorigslbmsy;

« Financial resourcesHaving adequate financial funds are essential try @aut RL activities

as the necessary technology and programmes ardicgigh in RL. But setting up an
advanced technological and information systems isxgensive initiative for the businesses.
(Ravi and Shankar 2005)
In the studies of Azzone et al.(1997a and 1997H)Aarone and Noci (1998b), it has been
shown that SMEs have limited financial resourcescdise of that they are not able to
develop necessary technologies and programmes. RBeland Junquera 2003). Besides,
companies often consider the rate of return whewg thake investment and the slow rate of
return on the investments as well as the cost wdstments hinder implementation of RL
activities. (Zilahy 2004)

* Lack of awareness about RResearches of Post and Altman (1994), Hillary (20@&vi
and Shankar (2005) and Gonzalez-Torre et.al (2p33ent that there is a lack of awareness
about RL activities in the firms. Azzone et al. 978) and Azzone and Noci (1998b)
observed that SMEs have a very low level of envirental consciousness. (Del Brio and
Junquera 2003) It's pointed out that those prastme less known and the uncertainty of
possible dissuades companies. Even if they areeawhrthe potential outcomes of RL
activities, they are paying less attention regaydim other operational activities within the
company. Also, the possible outcomes of RL acssitare thought to be short-term and
temporary. (Gonzalez-Torre et.al 2009)

« Problems with industrial infrastructuréEstablishing the adequate infrastructure to cotleet
products from the end users require significanedtment which is considered as an obstacle
for small and medium sized firms. Post and Altn{a@94) and Del Brio and Junquera
(2003) underline the importance of this barrieregggly in small firms given their limited
capacity to develop relations with the firms in thdustry that would take part in the flow of
returned products.
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« Environmental legislationsSince the extended responsibility of the prodinaer been made
clear by current legislations, firms have to coasidnvironmental friendly technologies in
their production and distribution systems. Howew&gording to Rayner and Malone (1998)
environmental legislations caused inflexibilitias the technological choices those have
impeded consideration of clean alternatives andtiges. Bureaucratic barriers can refer to
getting special permit and re-zoning for the impdemation of RL activities such as
establishing a facility may draw attention of theople living around the facility. (Gonzalez-
Torre et.al. 2009)

* Reluctance of the social actors (dealers, distidsit retailers);without the support of social
actors that the company is in relation with, itardh to carry out RL activities. Company
return policies can facilitate the returns fromtounser to producer and lead to risk sharing
between them. (Ravi and Shankar 2005)

* Problems with product qualityyWhen a product is recovered or reproduced, theitgual
cannot be the same as a new product. The perceptipoorer quality product acts as a
barrier for the companies because in the eyessibmer, it is expected that the same quality
level must be offered after processing the retupreducts. (Ravi and Shankar 2005)

Organizational or internal barriers
Internal barriers are explained into 3 categorefolow;

* Human resourceslack of human resources and training is a sigmfidaarrier to RL.

Education and training of the employees are onth@fnecessary elements for the success
within the organizations. (Ravi and Shankar 200BpAillary (2004) finds out that lack of
specialist staff and inadequate technical knowledge skills of the employees act as a
barrier to RL activities.
It is pointed out in the researches of Azzone ¢t(1897a) and Azzone and Noci (1998b)
SMESs’ personnel have a very low level of environtakawareness. With the research of
Brio (1999) the importance of training the humamsorgce are shown and the higher
percentage of educated employees lead to highel ¢d\companies’ environmental action.
(Del Brio and Junquera 2003)

e Organizational structure; Baracteristics of an organization affects the imm@etation of
environmental actions. According to Sroufe et2000) SMEs ability to adapt environmental
changes is better than larger companies. But aamgntinding is revealed by Alberti et.al.
(2000) that in reality SMEs are less developed femaironmental perspective than larger
companies. Because the managers think that be@give to environmental changes could
make the company lose its flexibility. (Del Briocadunquera 2003) Besides, inadequate
organizational structure can discourage firms nmkinanges in their production processes.
(Post and Altman 1994)

« Management styld;ack of commitment to environmental issues, negatiorporate attitudes
towards environmental friendly activities, inadeguaompany culture and inconsistent top
management support represent another set of ihteanaers. (Zilahy 2004, Hillary 2004)
Without a strategic focus on environmental isswtandard operating procedures cannot
provide a company to operate environment frienbliythis context the management style of
businesses are important to carry out activitiggceming the environmental impacts of their
procedure. The environmental perception of manage8dEs is presented in the researches
of Azzone et.al. (1997a), Azzone and Noci (199815 Boci and Verganti (1999) as SMES’
management style complies with the legislationshait a perspective of environmental
issues. The reason for that can be poor managerapatities and the incompatibility of
environmental objectives with the personal goal®pfmanagement. (Zilahy 2004).
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METHODOLOGY

The sampling consists of SMEs that operate in naotufing industry and also registered in the
Chamber of Industry and Commerce in Bhir, Turkey. According to the records of Chambkr o
Industry and Commerce in Ngahir nearly 3000 SMEs are registered. But mosthefliusinesses
operate in service industry because of being locmteCappadocia which is accepted as one of the
main touristic places for culture tourism in Turk&us, the number of sampling has been narrowed
to 106 businesses those manufacture wood prodomellic products, agricultural and forestry
tractors motor land vehicles and trailer, furniture andcyme classified goods recycling
manufacturing industries. The questionnaire walscselted adopted from the barriers in the studies
of Gonzalez-Torre et.al (2009) and Ravi and Sha(®@d4). The number of reached SMEs was 62
because some of the contact information was invatid some of the companies didn't want to
contribute. 38 of 62 responders provided useabéstipnnaires. This return rate has been accepted
for this kind of study based on the return ratethef study Gonzalez-Torre et. al. (2009) with a
response rate of %33,2.

In the research, firstly the context of RL acte#iwithin the firms is determined with related
questions and their frequencies are measured.\v#otiothese, firms have responded on a 5-point
Likert-type scale referring to the internal andeewtil barriers to RL. (1 = strongly disagree, 5 =
strongly agree). The instrument had reliabilityq@ach’s alpha) of 0.906. Usually, a value of 0.70
in the Cronbach’s alpha is considered adequate rderoto ensure reliability of the internal
consistency of a questionnaire (Nunnally, 1978Yhk hypothesis test, to determine whether there is
a significant difference between the barriers dmdlusiness that operate in manufacturing industry,
T test was performed and the alternative hypothssiscepted.

RESULTS

Table 1 provides the characteristics of respondehthie sample. In the terms of number of
workers, among the 38 firms, 42,1% employ betwe8narkers, 55,3% employ between 10-49 and
2,6% employ between 50-249. 65,8% of the firmsehawotal annual sale of less than 1 million
Turkish Liras, 21,2% of them have a total annubd sless than 5 million TL and 7,9% have a total
annual sale less than 25 million TL. In terms omber of operation years within their industry,
23,7% of the firms operate in their industry betw&el0 years, 31,6% operate between 10-15 years
and 28,9% operate more than 15 years. Most ofrébpondents (63,2%) are the owner of the
companies which makes the results more reliablehag have all the information about the
procedures within their companies. Moreover aconydd the area of activity, the first two indussrie
are respectively with a percentage of 36,8 fureitmmanufacturing and 23, 7 classified good
recycling.

Table 1. The characteristics of respondents

A. Number of workers F % D. Area of activity F %
0-9 16 42,1 Wood products manufacturing 2 5,3
10-49 21 55,3 Metallic products 5 13,2
50-249 1 2,6 manufacturing 4 10,5
B. Total annual sale F % Agriculture and forestry 4 10,5
Less than 1 million TL 25 65,8 tractors manufacturing 14 36,8
Less than 5 million TL 8 21,1 Motor land vehicleg 9 23,7
Less than 25 million TL 3 7,9 manufacturing
Missing 2 5,3 Furniture manufacturing

Classified goods recycling
C. Respondent’s F % E. Number of the operatior F %
positions years
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Owner of the company 24 63,2 Between 1-5 years 4 10,5
Manager 5 13,2 Between 5-10 years 9 23,7
Engineer 2 5,3 Between 10-15 years 12 31,6
Other 7 18,4 More than 15 years 11 28,9
Missing 2 5,3
Total 38 100 Total 38 100

Table 2 provides information about the frequende®fL activities in the firms. Based on the
product life cycle most of the products have a tijele between 6-10 years (47,4%). Because the
furniture manufacturers took the first place amdhg respondents and their products are not
consumed as fast as other products and have aaqprliiducycle more than 5 years. In terms of
percentage of returned products, 76,3% of the redgrts answered that less than 5% of their
products return to the firm. Moreover, in termsatibcation of logistics costs compared to forward
logistics activities, 65,8% of the firms has a ghaifrless than 5% over total logistics costs.

Table 2. Frequencies of RL activities in the firms

A.Product life cycle F %
Between 1-5 years 11 28,9
Between 6-10 years 18 47,4

More than 10 years 9 23,7
B. Percentage of returns F %
Less than 5% 29 76,3

7

2

F

Between 5%-10% 18,4
More than 10% 53

C. Allocation of logistics costs compared to forwidpgistics activities %

Less than 5% 25 65,8
Between 5%-10% 11 28,9
More than 10% 2 53

Table 3 shows the reasons and processes for rdtproducts. Respectively, with a percentage of
55,3, end-of product life is the most common reafwnreturned products, defected products are
returned with a percentage of 44,7 and among atbermon reasons with a percentage of 10,5
missing parts and recall of products exist.

Besides the processes for returned products ardymesycling the product with a percentage of
60,5. Other options are, in turn, repairing thedpiat, refurbishing the used product, making it yead
for new product and taking some parts of used proaind then using it in new product.

Table 3. Reasons and processes for returned prodsc

A.Reasons for returned products F %
Missing parts 4 10,5
Customer dissatisfaction 1 2,6
Defected product 17 44,7
Recall of the products 4 10,5
End-of product life 21 55,3
B. Processes for returned products F %
Repair 19 50
Refurbishment of used product 11 28,9
Clearence to produce new product 5 13,2
Taking some parts of the used product and usengww product 3 7,9
Recycle 23 60,5

Following 20 questions concerning the barriershie guestionnaire form were made subject to
factor analysis. The descriptive statistics anérourrelations among study variables are shown in
Table 4. When the intercorrelations among varialles examined, it can be seen that there is a
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strong relationship among variables. Thereforghasstrong relationship exist, it became possible t

determine common factors. All variables were grolimeo 4 factors. First factor is awareness within
the company and composed of 6 variables accoufdirifpe 49,5 of total variance. The second factor
IS resource and importance. It is composed of &bkes accounting for 11,4 of total variance. The
third factor is legal issues and company policidsictv consists 4 factors and have variables
accounting for 7,6 of total variance. The forthtfmds competition and yield. It is composed of 5

variables accounting for 6,2 of total variance. KM&ue showing consistency of factor analysis was
calculated as .708. Besides Cronbach Alpha valdeganables were found as .9358. All data

obtained from factor analysis are presented ind &bl

19



Table 4. Descriptive statistics and intercorrelatios among study variable$

var, | M| s¢ Q1 Q2 Q3 Q4 Q5 Q6 Q7 Q8 Q9 Q10 Q11 Q12 Q13 Q14 Q15 Q16 Q17 Q18 Q19 | Q20

Q1 3,03| 1,219 1

Q2 3,03 | 1,174 ,774(*) 1

Q3 3,55 | 1,132| ,518(**) | ,762(*) 1

Q4 3,42| 1,368 269 | ,498(*) | 544() 1

Q5 3,47 | 1,330 ,425() | ,598(*%) | ,539(*) | ,630(*) 1

Q6 3,24| 1,173 204 133 143 | ,458(%) | ,619(*) 1

Q7 3,16| 886 ,196 074 ,099 145 | 32504 067 1

Qs 3,55| 1,132 ,440(*) | ,558(*%) | ,620(%) | ,334() | ,360(* 265 153 1

Q9 4,03| 545| ,487(%) | ,506(*) | ,327(% 275 206 117 -,065 | ,590(*) 1

Q10 | 405| 517 ,555(%) | ,621(*) | ,503(*%) | ,579(*) | ,513(*) 201 158 | ,595() | ,763(*) 1

QL | 287 1,119 ,696(*) | ,743(*) | ,507(**) | ,337(*) | .588(**) 272 103 | ,507(%) | ,627(*) | ,713(*) 1

Q12 | 371 1.271| ,528(%) | ,693(*) | ,621(*) | ,569(*) | ,627(*) 301 162 | ,678(%) | ,441(*) | ,681(*) | ,618(*) 1

Q13 | 205 1,061 ,688(*) | ,774(*) | ,599(*%) | ,525(*) | ,751(*) | ,327(% 245 | ,434(*) | ,601(*) | ,725(*) | ,868(**) | ,648(*) 1

Q14 | 268 1,016| ,400(*) | .642(*) | ,579(**) | ,681(*) | ,553(*) 314 -243 | 579(*) | ,406(*) | ,598(*%) | ,533(**) | ,785(*) | ,535(**) 1

Q15 | 300/ 1,013 153 182 165 ,000 281 045 | ,421(*) 118 245 155 262 147 | 32209 -184 1

Q16 | 250 1,059 262 | ,359(% 192 261 269 -,054 288 079 | ,351(% | ,444(™) | 467(*) 201 | ,483(*) -,050 | ,579(*) 1

QL7 | 334 1,236 ,424(*) | ,646(*) | ,479(*) | ,504(*) | ,490(*) 204 001 | ,595(%) | ,548(*) | ,690(**) | ,561(**) | ,838(*) | ,540(*) | ,691(**) 129 | ,464() 1

Q18 | 332 1,068 ,492(*) | ,360(* 165 110 | ,501() | ,543(*) 231 | ,366(") | ,543(*%) | ,409(*) | ,511(%) | ,388(*) | ,537(* 194 | ,574() 263 | ,407(% 1

Q19 | 371 984 4120 | ,639(*) | ,560(*) | ,595(*) | ,624(**) 202 054 | ,463(%) | ,469(*%) | ,509(**) | ,504(**) | 601(*) | ,672(*%) | 555(*) | ,434(%) | ,324() | 617(*) | 527(* 1

Q20 | 379 ,963| ,534() | ,746(*) | ,705(*%) | ,746(*) | ,734(*) 1309 008 | ,482(%) | ,423(*) | ,620(*) | ,651(*) | .677(*) | ,787(*) | ,703(**) 249 291 | ,607(*) | ,408(*) | ,904(*) 1
N=38

** p<0.01 * p<0.05
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Table 5. Factor Analysis Result

FACTORS (TOTAL VARIANCE EXPLAINED) 5&%3_’?
FACTOR 1 - Awareness within the company (49,521)

Q8. The policies that explain the processes farrnetd products are clear and understand 890
in our company. ’
Q9.0ur employees are qualified and educated alvoaepsing returned products. 877
Q10.Management is sensitive to processing retupnedlicts. 848
Q12.Company goals are compatible with the goafgatessing returned products. 819
Q17.We effectively process returned products. 814
Q14.We can measure the performance of processetuofied products. ,730
FACTOR 2 - Resource and Importance (11,451)

Q1.Adequate technology to process returned produxisss in our company. 754
Q13.We have necessary financial resource to proeassied products. 748
Q11.Required equipment to process returned pro@udsin our company. 721
Q4.There is no difference when recycled and newlyecbcompared in terms of quality. 717
Q2.There is adequate infrastructure to collect yseducts in the industry we operate. 655
FACTOR 3 - Legal issues and company policies (7,638)

Q16.Current legislations make difficult the retungiof the used products. 724
Q3.In our company the current legislations aboturreed products are known. 703
Q6.We don't face with bureaucratic difficulties atb@rocessing returned products. 1600
Q15.The policies for returned products in the comypare not sufficient. ,569
FACTOR 4 - Competition and Yield (6,230)

Q7.The competition in the industry we operate a#fgroduct returns. ,906
Q18.Recovering returned products provides both tiaed indirect economic gains 832
Q20.It's important to recover returned productsdor target market. 711
Q5.Through the recovery of returned products weeteonomic advantage. 710
Q19.It's important to recover returned productthia industry we operate. 695

According to descriptive statistics of barriers R, lack of financial resource, difficulty to
measure the performance of RL activities, curregislations and lack of necessary technology are
the main barriers in SMEs. These result preserit dheong the SMEs, internal barriers are not
perceived as a strong barrier than external barribtostly, external barriers impede their RL
activities.

Hypothesis test

Through the obtained factors, whether the factbas imake up barriers to RL differ from the
businesses according to their area of activityd&termine this differentiation, T test was perfodme
and in T test there was no difference betweenabtofs that make up the barriers and the businesses
that operate in manufacturing industry

Ho: There is not a significant difference betweenlibaiers to RL and the businesses that operate in
manufacturing industry.
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Hi: There is a significant difference between theribes to RL and the businesses that operate in
manufacturing industry.

Zero hypothesis is accepted since p value is 0.005<for the performed comparison of barriers to
RL and businesses that operate in manufacturingstingl Thus alternative hypothesis is accepted.

CONCLUSION

With the increase of the effect of industrial aitiés to the environment, reverse logistics helps
the companies reduce those effects and providefiteerie many ways such as economic or
marketing. It involves necessary procedures such@gling, reusing the product, decrease the usage
of raw material and hazardous materials etc angkthto those activities it minimizes environmental
damage of industrial activities. The need to aralylae processes of reverse logistics for the
companies, in order to react more effectively teirmmmental changes and legal directives, reveals
the importance to identify the barriers that impesleerse logistics activities.

The aim of the study was to provide empirical dataut the reverse logistics activities in SMEs
and contribute to the knowledge of the barriersdeerse logistics practices. First the literature
review concerning the scope of the reverse logisiativities are explained and after that the besri
are identified as internal and external barrierseblaon the existing literature. An empirical reskar
was carried out among the manufacturing SMEs insdlgv to determine what kind of barriers
hinder the reverse logistics practices. With thégomed factor analysis, it has been reached ait th
main barriers to reverse logistics were considéoedle external barriers which are lack of financial
resources, difficulty to measure performance okrse logistics activities, current legislations and
lack of necessary technology. The findings areed#fit in some ways with the previous research
those identify the barriers. Such as social actac, of know-how information are found to be major
barriers in the research of Gonzalez-Torre et24l09) Contrary to this research Ravi and Shankar
(2004) observed that mostly internal barriers exiseverse logistics activities.

The classifications of the barriers may help to arathnd the barriers in another perspective
because the field study was carried out in SMEbraader possible research can be studied in larger
firms or other industries in other cities because limitation of this study was the limitation of
implication area. It is possible to reach out tkistence of other barriers to reverse logisticsabise
the implication of research in other industriegities can reveal different results.
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EFFECTS OF LEARNING ORIENTATION ON SME INNOVATIVENE SS

Meral Diilge?, Giiven Alpay, Muzaffer Bodut and Cengiz Yilm&z

Abstract

This paper attempts to shed light on the role @fréng orientation of SMEs on their level of
innovativeness. In the uncertain, complex and emtist changing business environment staying
innovative is the key to sustainability. Data wealected from a random sample of 58 SMEs
operating in Turkey through structured questioneair20 firms were small in size while 38 were
medium-sized. Findings of regressions indicate graall firms rely on market-focused learning
activities to increase their innovativeness lewglsereas middle-sized firms rely on internally and
externally-focused learning endeavors to do so. Ws@ SMEs are analyzed together, all of the
learning activities are found to significantly affethe innovativeness levels. These findings rare i
line with the existing literature which theorizést firms should conduct internally-focused, market
focused and externally-focused learning activiti@®ultaneously to increase their innovativeness
levels. As the literature focuses mainly on largel @ften multinational companies, these findings
demonstrate that the Turkish SMEs’ understandingheir business milieu is in line with that of
large firms. Hence, the firms in the sample havdeustood the value of conducting various learning
activities in increasing their levels of innovatmss that is needed for sustainable business conduc
and ultimately enhanced dynamism.

Keywords: Learning Orientation, Innovativeness, SMEs, Snatility

INTRODUCT iON

Sustainability has become a rather aspired outcoimdoing business as the companies have
come to be more sensitive towards the needs ofmé#taral environment, the consumers, their
employees and other stakeholders. With every pgssioment, more and more businesses realize
that their ways of operating have many consequeimceshe societal, cultural, and economic
environment whether they may be positive or negatit the end of the day, they notice that these
effects reflect on their businesses’ reputatioaditility and ultimately profitability in the resptve
way.

However, it must not be forgotten that this is aa ef uncertainty, heightened competition,
complex environmental dynamics and constant changes, the businesses cannot rely on tried-and-
proven approaches, set ways and/or prescribed deetharder to become sustainable organizations.
Further, Ghosal et al. (1999) maintain that in tileht organizational environments, competitive
advantage is anchored in the company’s abilityntoovate its way temporarily out of relentless
market pressures. Apart from the strain to perf@ustainability as an ability to endure emerges in
the face of businesses as another goal that neddsfulfilled.

® Bogazici University, Department of Management, 8eB4342]stanbul, Turkey, Tel: 0 212 359 54 00 / 6503
Contact e-mail: meral.dulger@boun.edu.tr

4 ODTU, Department of Business Administration, 0658fkara, Turkey, tel: 0 312 210 20 04, E-mail:
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Even though change rules the game, sustainabditysubject is still popular. Since sustainability
is geared towards improving the economic, enviramtaleand social performance of companies
(Bos-Brouwers, 2010), it is very closely relatedrtoovativeness as a concept. Thus, this paper sees
innovativeness as a key driver of sustainability.

What is more, emphasis has been placed on smalliredium-sized enterprises (SMEs) as a
way of helping to alleviate economic problems (@lif et al., 2010). This is acknowledged by
research concluding that growth-oriented small dirmxert a growing influence on national
economies around the world due to rapidly shiftengd highly competitive markets (European
Commission 1996; Westhead and Birley 1995; Yeh-¥im1998). Hence, SMEs are required to be
innovative to confront globalization and ever-irasi;g competition more than ever before (Thorgren
et al., 2009) in this era which is defined by utaiety, complex environmental dynamics and
constant change.

Hence, organizations are left with the sole optidrtontinuous innovation and an ever-lasting
inclination towards innovation; also acknowledgedraovativeness. At this instance, organizational
learning becomes the crucial factor for the firm&¢ able to be innovative so that they can compete
survive and thrive in this ever-changing environtn@erefore, the businesses need to be constantly
on their toes looking for novel information andkmowledge that are relevant for their operatiohs, t
goals of their stakeholders and their ecologiaadiad and economic environment.

Consequently, organizational learning becomes theial factor for the firms to be able to be
innovative so that they can compete, survive amidehin this ever-changing environment. These
factors became even more eminent as we have facghiftain the importance the factors of
production from capital to labor and intellectuabdr in particular, the ever more rapid pace of
change in the business environment, widespreadptsuse of knowledge as a prime source of
competitive advantage, the greater demands beaupglon all businesses by customers, increasing
dissatisfaction among managers and employees wih traditional command-and-control
management paradigm and the intensely competiavare of global business (Harvey and Denton,
1999). This proves that those businesses thasedran their ways need to shift gears so that they
extend ways to learn more about their customeakehblders, competitors and the marketplace if
they are to survive and have higher levels of imtieeness.

A considerable number of scholars reported highetations between learning orientation and
innovativeness (e.g. Hurley and Hult, 1998; Calaatet al., 2002; Hult et al., 2004; Rhee et al.,
2010). However, these endeavors have been cawicid ondustrialized countries, with samples that
include large and mostly multinational companiesneg, it is deemed that the literature can benefit
from studies whose hypothesis testing efforts ppdied on samples that include SMEs.

Moreover, studies on innovativeness operationalineemerging economies are relatively rare.
Such markets nonetheless need to compete with dicraesl international players while dealing with
the flaws of their developing business milieu. T,raigch settings breed originality due to theirigbil
to exhibit how firms react to dynamic environmemsparticular, the majority of the firms in Turkey
are exposed to internal and external competitiomast of its sectors in an environment of harsh
globalization and Customs Union conditions of thé. Ehat's why the Turkish businesses face the
need to become innovative in order to overcomedtfects in the marketplace whilst meeting the
demands rising from competition and customer ne€dasequently, this is a study that attempts to
discover the relationship between learning oriéma&nd innovativeness. In particular, relationship
between the dimensions of learning orientation &maovativeness are demonstrated with a
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comprehensive model. Subsequently, the exhibitedeinis tested with a representative sample of
SMEs operating in Turkey.

MODEL DEVELOPMENT

Conceptual Model

As motivations underlying the sustainability conceglude competitive advantage, profitability,
increasing stakeholder pressure, legal requiremegpsitation concerns, environmental performance
and internal organization improvements (Ranganatrah Willis, 1999; Daily and Walker, 2000;
Van Marrewijk and Werre, 2002; Dunphy et al., 2Q0Bnovativeness comes up as a crucial
approach in juggling every different requirement3iMEs. Novel ways of dealing with and meeting
these obligations are of utter importance sinces ibelieved that enduring within the constantly
changing times requires original approaches toattexing conditions. It has long been recognized
that sustainability is an innovative and potengiadlansformational force that generates new praduct
and processes that challenge existing practicenfBlusterer and Hussain, 2001). Further, coming
up with new ideas require knowledge about the emwirent and organized corporate learning
activities also known as organizational learningdmes very relevant. Also, we believe that SMEs
would be an interesting choice of context for thpeesumed associations as they differ from large
organizations in terms of being reactive to mamdednges, having resource limitations, unsteady
management, informal strategies and flexible simest (Hudson et al., 2001; Qian and Li, 2003).
Hence, in the proposed model, organizational legris hypothesized to be the antecedent to SME
innovativeness anticipating that learning actigitigeld to innovative tendency in order to endure i
the highly competitive and demanding market coodgi

H1, H2 H3

Learning Innovativeness }

Orientation

Figure 1. Conceptual Model

Hypotheses

Hult et al. (2004) describe innovativeness as ftine’'$s capacity to engage in innovation.
Therefore, the purpose of organizational innovai@ss research is to discover the determinants of an
organization's predisposition to innovate (Wolf®94). Garcia and Calantone (2002) note that
innovativeness is frequently used in the literatasea measure of the degree of “newness” of an
innovation.

As for the sub-dimensions of innovativeness, Wamgj Ahmed (2004) identify five main areas
that establish an organization’s overall level mfiavativeness which are product, market, process,
behavioral and strategic. According to them, proédooovativeness emphasizes the novelty and
meaningfulness of products launched to the markgitewmarket innovativeness points out the
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originality of approaches that companies take omedoetrate and take advantage of the targeted
market. In their view, process innovativeness aastihe introduction of new production methods,
management approaches, and technology that catlibecuto advance production and management
processes. Wang and Ahmed (2004) underline thatvimtal innovativeness facilitates the
configuration of an innovative culture. Lastly, yhefer to strategic innovation as an organizason’
aptitude in managing ambitious organizational pagsoand identifying a divergence of these
ambitions and existing resources so that it is ableextend or leverage limited resources
productively.

As innovativeness is thought to require new infdiamaand knowledge so that new ideas can
flourish, in volatile environments the aptitudeéarn more rapidly than competitors may be the only
sustainable competitive advantage (De Geus, 19881,9989; Day, 1994; Slater and Narver, 1995).
Loépez et al. (2005) assert that businesses thaatdeeto learn about customers, competitors and
regulators have a better chance of sensing andgaapon events and trends in the marketplace.
Hence, learning orientation of businesses emergeanaarea of interest. Huber (1991) defines
learning orientation as the advance of new knowdedg insights that possesses the capability to
shape behavior through its values and principlei&lénthe culture of the organization. Sinkula et al
(1997) conceptualize learning orientation as tHeection of organizational values that influence th
extent of organizational satisfaction with its gystin use and, hence, the degree to which proactive
learning takes place.

In the same vein, Hult et al. (2004) identify Idaghorientation as one of the most significant
antecedents of innovativeness. Hurley and Hult §128sert that “a learning-oriented culture has an
affinity to inspire openness to novel thoughts amebvation as elements of an organization’s culture
(i.e. innovativeness). Given that firms are innoxgtthis competence will permit them to build up
competitive advantage, so that they are able taimluesirable organizational outcomes (Cooper,
2000; Damanpour, 1991; Hurley and Hult, 1998; Hatltal., 2004). Furthermore, Hurley and Hult
(1998) imply that an inclination towards learnimglicates an appreciation of innovative ideas and an
aspiration to incorporate them into a firm’'s visidBeeing that innovativeness is depicted as a
capacity to initiate and execute new ideas, it g@eto be a construct that is highly associateld wit
learning orientation. Accordingly, numerous resbars have verified this relationship in their sagdi
(Goes and Park, 1997; Sinkula et al., 1997; Hualeg Hult, 1998; Baker and Sinkula, 1999, 2002;
Calantone et al., 2002; Hult et al., 2004; Linlet2008; Rhee et al., 2010).

In terms of organizational learning research in SMBadger et al. (2001) note that learning in
small firms is context sensitive, firm-specific,duwvork-based, which is reactive and in turn, praguc
operational efficiency in the short-run. This fadtually signifies adaptive rather than innovative
behavior. Nevertheless, utilizing information irettvorkplace to develop new operational practices
leads to new ways of thinking and knowledge for lexyges (Hurley and Hult, 1998). Consequently,
as people become more adaptive to different vipwessedures, and ideas, they are expected become
more proactive and innovative and this reflectshair organizations. For instance, the relationship
between learning orientation and SME innovativentess been hypothesized and verified in the
research of Keskin (2006).

Depending on the industry of a firm, there are éhdifferent learning orientations: market
focused learning, relationally focused learning amdrnally-focused learning (Weerawardena et al.,
2006). Market focused learning is the capacityhef firm to acquire, disseminate, unlearn and use
market information for organizational change. Tgage in market-focused learning activities is an
advantage in the speed and effectiveness of respdnsindustry-related and environment-related
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opportunities and threats (Weerawardena et al62@xny (1994) observes that market driven firms
are noticeable in terms of their ability to be danfly aware of the events and trends in their etark
and take action accordingly. In the same veineBland Narver (1995) contend that a market-driven
firm is does a good job in predicting emergent seadd responding to them by introducing
innovative products and services. These views enablto argue that to achieve higher levels of
innovativeness, firms need to constantly scanuawa] reflect on and learn about their environments

Therefore:

H1: Higher levels of market-focused learning weingrate higher levels of SME innovativeness.

Internally focused learning is the capacity andeieka firm develops knowledge through internal
sources (Weerawardena et al., 2006). It incluapsrgential learning, and experimental learning and
in-house R and D (Dixon, 1992; Huber, 1991). Hericés seen as a key driver of attaining new
knowledge about doing business. Kim et al. (1998)siders such activities as indispensable for
effective innovation.So, we propose that this should also be true foovativeness as technical
knowledge is an indisputably noteworthy sourcerigesmdering novel and superior ideas. Hence:

H2: Higher levels of internally-focused learnindlwgienerate higher SME innovativeness.

Firms also learn from links with other firms andexal research institutions, such as universities
and industry associations (Weerawardena et al§)20thus, Weerawardena et al. (2006) describe
relationally focused learning as the capacity axtéré an organization acquires knowledge through
external linkages or networks and adapts themderdio build up the capabilities required to regspon
to environmental alterations efficiently. At thiastance, we posit that possessing relations that
companies have with those that might have qualitpwkedge at the firms’ disposal is of utter
importance for prompting novel ideas. Consequently:

H3: Higher levels of relationally-focused learnindl generate higher SME innovativeness.
METHOD
Sample and Data Collection

The sampling enclosed available membership listshaimbers of commerce of major cities in
Turkey (i.e.Istanbul,izmir, Ankara, Kocaeli, Adana). Executives of 258ngomly chosen) firms in
the sampling frame were contacted via telephonéoaredmail, and as a result 58 firms agreed to
participate in the study. Trained interviewers teidi each of the participating firms, and one
respondent from each firm was interviewed usingcstired questionnaires. The respondents replied
to questions related to firm characteristics andlividual demographics, organizational
innovativeness and organizational learning.

Respondents are on average 39.8 years old (staddwaia@ion = 9.7) and have an organizational
tenure of 8.5 years (standard deviation = 6.7)h&yidive percent of the respondents are male, 13.8
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percent are primary, middle school and high schgraduates, 58.6 percent hold undergraduate
degrees, and 27.6 percent hold higher-level degréeserms of positions held, 93 percent of the
respondents are middle- and top-managers, whileeréept consist of specialists, experts, and
consultantsThe participating 58 SMEs are from a wide varietynaustries, including textiles and
clothing, financial services, consumer durablespstmuiction services, tourism, food and other
FMCG, automotive, and other services and manufiagidirms. In general, 45 percent of the firms
are in manufacturing and 55 percent are in seniitdsstries. Firm ages range from 2 to 52 years
(mean = 16.2 years; standard deviation = 9.6 years) firm size ranges from 16 to 220 employees
(mean = 98.5; standard deviation = 61.1). In teofexport income, 55 percent of the participant
firms do not have any export income while 32 perecetain up to 50 percent of their income from
exports, 13 percent retain 51 to 100 percent of theome from exports.

Measures

Each measure has multiple-items with 5-point surethatting scales (anchors: 1 = strongly
disagree; 5 = strongly agree), except for firm amspondent demographics. For each construct, a
composite score by averaging the mean scores bfddaension was used as an indicator separately.
To measure innovativeness, Wang and Ahmed’s (2@04ijem innovativeness scale was utilized.
After exploratory factor analyses and a purificatiprocess, 13 items were eliminated and the
reliability (internal consistency) estimate for inmovativeness construct is 0.87 which is aboee th
threshold levels suggested by Nunnally, (19%8)ns for learning orientation were selected based
a literature review. Market-focused learning=Q.76) was measured via the 8-item scale developed
by Weerawardena (2003), internally-focused leartfirg).92) was measured via an 8-item scale of
an adapted version of measures developed by AteaBena (1993) and relationally-focused
learning ¢=0.66) was measured via 8-items developed from vigriCohen and Levinthal (1990)
and Rothwell (1992).

RESULTS

The descriptive statistics and the bivariate cati@hs across the constructs in the study are
exhibited in Table 1 so as to supply a generalesgntation of the associations of interest for this
study. As can be observed from Table 1, innova#ssrcorrelates positively and significantly with
all learning orientation dimensions.

Table 1.Pearson Correlation Results

Pearson Correlation Mean SD 1 2 3 4

Innovativeness (1) 3,639 0,640 1

Internally-focused
Learning (2) 3,663 0,934 0,554 1

Market-focused Learning
) 4,276 0,530 0,469%** 0,294+ 1

Relationally-focused
Learning (4) 3,974 0,592  0,510%* 0,442 0,233 1

*p<0.05, **p<0.01
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Following this, three regression analyses were gotadl with the purpose of testing the study
hypotheses. In all of the analyses, innovativemessthe dependent variable and internally-focused
learning, market-focused learning and relationfdisused learning were the independent variables.
As the first step, the sample was split into twedzhon firm size representing small firms and
medium-sized firms. As a result, there were 20 kfinals and 38 medium-sized firms. Then, the first
regression analysis was conducted with the smedldsfirm sample, the second regression analysis
was carried out with the medium-sized firm sampld the third regression analysis was performed
with the whole sample. The outcomes of these aealgse depicted in Table 2 to 4. As shown in
Table 2, learning orientation dimensions are capalblexplaining 38,3 of the variability in small-
sized firms’ innovativeness in a both statisticallyd substantively significant sensé (R 383; Fz.16)
= 3,310; p < .05). Concerning the individual effeabnly market-focused learning emerges as the
significant and positively related factor in deta@ring innovativeness levels for small-sized firrfis (
= .461; p <.05).

Table 2.Regression Results for Innovativeness of SmalleSkEems

Regre Stan Std.
ssion dard Coeff
Coeff Err icient
icient or
Independent Variables
Internally-focused ,013 ,235 ,011
Learning
Market-focused Learning ,590 ,283 ,461*
*
Relationally-focused ,318 ,257 ,265
Learning
Model Summary
R Square ,383
F for ANOVA 3,310
**
**p < 0.05

As shown in Table 3, learning orientation dimensiare capable of explaining 62,8 of the
variability in medium-sized firms’ innovativeness & both statistically and substantively significan
sense (R= .628; 16 = 19,108; p < .01). Concerning the individual efé internally-focused
learning @i = .540; p < .01) and relationally-focused learn{fig= .265; p < .05) emerge as the
significant and positively related factor in detérimg innovativeness levels for medium-sized firms.
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Table 3.RegressiorResults for Innovativeness of Medium-Sized Firms

Regre Stan Std.
ssion dard Coeff
Coeff Err icient
icient or
Independent Variables
Internally-focused ,305 ,072 ,540*
Learning *k
Market-focused ,213 ,124 ,188
Learning
Relationally-focused ,260 121 ,265*%
Learning *
Model Summary
R Square ,628
F for ANOVA 19,10
8***
**p < 0.05; **p < 0.01

As shown in Table 4, learning orientation dimensi@re capable of explaining 47,6 of the
variability in SMESs’ innovativeness in a both sséitially and substantively significant sensé &R
476; Rs.16= 16,337; p <.01). About the individual effec,of the learning orientation dimensions,
namely, internally-focused learning; € .337; p < .01), market-focused learnifig< .302; p < .01)
and relationally-focused learnin§; € .291; p < .05) emerge as the significant andtipel/ related
factor in determining innovativeness levels for SME

Table 4.Regression Results for Innovativeness of SMEs

Regressio Stand Std.
n ard Coeffici
Coefficie Error ent
nt
Independent Variables
Internally-focused Learning ,231 ,077 ,337%**
Market-focused Learning ,365 ,125 ,302%**
Relationally-focused Learning ,315 ,120 ,291**
Model Summary
R Square 476
F for ANOVA 16,377**
*
**p ¢« 0.05;**p« 0.01
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Having gone over the results, H1, the one thabthgsizes that higher levels of market-focused
learning leads to higher levels of SME innovativ&més supported, since market-focused learning is
significant for innovativeness. As for H2, whichtpdorward that higher levels of internally-focused
learning leads to higher levels of SME innovativends again supported having observed that the
proposed relationship turned out to be true foluativeness. H3, the hypothesis proposing that
higher levels of relationally-focused learning diddigher levels of SME innovativeness was also
supported since this relationship was significantifinovativeness as well.

DISCUSSION AND IMPLICATIONS

An increased importance has been placed on SMEsranepreneurship as a way for alleviating
economic problems (Clifton et al, 2010). A numbéreadeavors acknowledged this fact since in
quickly changing and extremely competitive markgigwth-oriented small firms exert a growing
influence on national economies around the workdl European Commission 1996; Westhead and
Birley 1995; Yeh-Yun-Lin 1998). On the other hamhovativeness, the flexibility and willingness
to acknowledge new ways to generate knowledge-basédions, is becoming an increasingly
central instrument for organizations trying to dedth the complexity of today's competitive
environments (Liu and Phillips, 2011).

This paper has developed a theoretical framewask @#ims to shed light on the influence of
SMESs’ learning orientation on their level of inntivaness. Initially, the small-sized firms’ leargin
activities were regressed against their innovaggsnlevel and it was revealed that they count on
market-focused learning activities in order to stajevant in their respective industries. Having
market knowledge keeps them up to date and provhdas with information about how customer
requirements are shaped. They gear their innovaireetices according to the information they
gather from the market. As for medium-sized firfige regression analysis reveals that these firms
rely on internally and relationally-focused leampiactivities. This finding depicts that since such
firms have grasped the dynamics of their respectigekets and their learning activities are directed
towards R&D and establishing trusting relationswékternal institutions so that their innovations a
well-rounded and to the point. Finally, when alltbé firms in the sample were analyzed through
regression analysis, internally-focused, marketi$ecl and externally-focused learning activities all
turned out to be significant for their innovativeadevels which ultimately provide an indicator for
SME sustainability in the face of harsh marketitiegl. Since SMEs conduct all of the mentioned
learning activities simultaneously, this means thay cover all of their bases in order to be able
meet rapidly changing customer needs and requiresmes well as to be able to endure within
altering market and global conditions.

Besides, these findings are in line with the emgstiiterature which theorizes that firms should
conduct internally-focused, market-focused andrezgléy/-focused learning activities simultaneously
to increase their innovativeness levels. This figdis also corresponding to the views of Varis and
Littunen, (2010) who emphasize that SMEs geneiaiynot just count on their internal knowledge
and competences in their innovation processes;eddst SMEs are compelled to seek for
complementary information from their environmeng the market and external institutions).

The significance of this endeavor lies in the féett the literature focuses mainly on large and
often multinational companies who are operatingqhdustrialized countries. Thus, it is worth giving
attention to the findings of this study which dersivate that the Turkish SMEs’ understanding of
their business milieu is similar to that of largenf. It appears that the SMEs in the sample have
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realized the value of conducting various learniitjvities simultaneously so as to increase their
levels of innovativeness which is needed for achgsustainable business conduct and eventually
boosted dynamism.

CONCLUSION

The present study posits learning orientation agdtterminants for SME innovativeness. Having
seen the results, the study reveals that all dirnesasf learning orientation associates signifiant
with innovativeness. Namely, internally-focusedriéag, market-focused learning and externally-
focused learning all turn out to be noteworthy deteants of SME innovativeness. Therefore, it is
believed that this research has shed light on howowate the SMEs in the sample were in terms of
meeting the market demands in an emerging natitimgeand how their dynamism adds to their
endurance and sustainability in the face of fasedanarket changes.
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SUSTAINABLE POLICIES FOR SMALL AND MEDIUM ENTERPRIS ES (SMEs) IN

TURKISH REPUBLIC OF NORTH CYPRUS

Mustafa Ertani,Okan VeliSafakl’

Abstract

Acknowledgement to the significance of Small andilyie Enterprises (SME) goes as back as to the
recovery years of post WWII. Currently EU extergisdrucial support to SMEs with an engaging Small
Business Act (SBA). Republic of Cyprus (est.1960ldmever offer even safety to Cyprus Turkish Bmal
Enterprises. Turkish entrepreneurs were isolatetll time military peace operation Turkey exercised o
the island during July 1974. Legal situation of TRNsolations implemented by EU and others, coetinu
to hinder sustainability and the SMEs in TRNC fagdar, more disadvantages then any counterparts.
The late practise in TRNC to implement EU compmtikegislation, together with the 26th April 2004
decision of EU Council committing to improve comntatth the Turkish Community is designed to offer
reasonable improvement to sustainability of SMBEs.duthors of this article provide a study confingi
that success of SMEs in TRNC is achievable asdsmgustainable policies are implemented. Once the
disadvantages are, neutralised sustainability veilbate successful SMEs and micro establishments
helping the budget deficits to level and creatiegmon-government jobs much needed in TRNC.

Keywords: TRNC, SMEs, EU, KOBIGEB, Trade Regulation, Idimas

INTRODUCTION

The concept of sustainability has evolved to sutkxent that is now viewed by many businesses to
mean meeting the needs of the present without camiping the ability of future generations to meet
their own needs. Therefore, more and more compam&$deing productive and taking steps to address
issues such as climate change, oil depletion, nadyg usage (Horne and Wachowicz 2008, p.5).

Sustainability isnot "about” the integration of ecological, social, and ecorwissues, nor is it
"about" widespread consultation nor is"@bout" improving quality of life. It is about maintainingr
sustaining something. Many environmentalists meaoological sustainability’ when they say
'sustainability’. In addition, many business peoptean ‘economic sustainability’ when they say
'sustainability’. However, increasingly many peoptean ‘'ecologicaland social and economic
sustainability’ (a combination of the three) whkayt use the term 'sustainability’ without qualityiih.

> Corresponding Author: European University of Lefke, Gemikonagi-Lefke, Northern Cyprus Mersin 10 Turkey-
mail:mertanin@eul.edu.tr. ertanin@hotmail.com
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However, we need to bear in mind that it is notsfile toachievea desired level of ecological, sociat,
economic sustainability (separately) without actmgvat least abasic level of all three forms of
sustainability, simultaneously. Despite differesica number of common principles are embedded in
most definitions of sustainable development oranability. These include: conservation of biodaigr

and ecological integrity (including halting the rewolutionary loss of biodiversity); constant nafur
capital and sustainable income; ensurnigrgenerational (within generations) and intergenerational
(across generations) equity; recognising the gloliraension; dealing cautiously with risk, uncertgin
and irreversibility; ensuring appropriate valuatiminenvironmental assets; integration of environtaken
and economic goals in policies and activities; andial equity and community participation (Sutton
2000).

Janssen (2001) provided a list of ten ground ridebecoming a sustainable entrepreneur:

1. The corporation should start reducing the enviramadedamage, respecting human rights and
treating its employees with great care;

2. Sustainable entrepreneurship has to be a seltimiti process and should not simply be a
response to external pressure;

3. If a corporation wants to practice sustainableegmneurship, it should identify clear aims and
targets;

4. The aims should be closely related to the corpamatipractice and should match the corporate
values and its primary activities;

5. The aims have to be closely related to the conssimeeds;

6. The corporation has to be capable of explainingrétationship between sustainability and its
activities and production process;

7. The corporation should adhere to these aims ongtkrm basis;

8. Consumers and pressure groups should have a d@ranspverview of investments made by the
corporation related to sustainable entrepreneurship

9. Sustainable entrepreneurship practiced by the catipa should not shifted to the consumers via
a price increase; and

10. A corporation should not attempt to overemphagizefforts. Bos (2002) added an additional
rule to the list:

11. A corporation should make sure that the corponaglmares its practices, as a whole, and that they
are not solely efforts of the management.

Sustainability offers SMEs a competitive advantagee their smaller size and staff allows them to
be more flexible integrating sustainability inteithbusiness, making them more responsive and izdapt
to shifting markets

Three main drivers typically drive businesses elkibgr on new environmental programs and
initiatives: values, compliance, or opportufity

" Titles adapted from Willard, Bob. The SustainapiAdvantage. Page 11. New Society Publishers.
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*Values: “the right thing to do” refers to thosesmesses that seek to lessen their impact on the
environment as a demonstration of their values.if@sses that show concern for reducing their
environmental impacts earn a reputation as a goatpany with employees, customers, suppliers,
investors and community members.

Compliance: “the thing you must do” focuses onudg time spent to manage current regulation,
and the advantages of staying ahead of future agigal All regulation can affect a business’ apilit
to operate and its profitability. Reducing reguigtask of fines, reducing time to understand and
comply with regulations, and anticipating new regioin is just good management. For example,
many businesses are working to reduce their enasgy and carbon emissions, expecting that
regulation will soon follow and force businessepay for their emissions.

Competitive Advantage: “the thing you can do tokemanoney” highlights that an environmental
focus offers businesses the chance for increasesues and profits. Some businesses improve cash
flow by reducing resource inputs (water, energyst@aservices) to lower operating costs, while
others diversify existing product lines to meet rewtomer demand for green products and services.
Once a business has embarked on this path, maglaatith advertising their green successes help to
build brand and market share.

After the conceptual framework detailed above wedn® refer to historical and economic events
in order to get an idea about the phase of sudtiditlgan which TRNC SMEs take place.

Fiscal crises originating over the Atlantic Oceadated a domino effect to shatter down most of
the essentials without which businesses, more fepaty Small and Medium Enterprises (SME). Finance
sources from trade banks diminished, customerdiaemce eroded, domestic and export markets shrunk.
Recent natural disasters in Eastern Hemisphergalitetal unrest in Middle East and North Africalpn
contributed to worsening the business environmenteen SMEs with a sound finance and market
structure.

European Commission Working Document 2068me in time to act as a road map to member
countries for recovery efforts of SMEs. The keywiréll national plans is ‘Think Small First Prip&é’

‘Based on an SME test, the Commission proposectionuary 2009 to give Member States the
possibility to exempt micro-enterprises from acdmgnrules. Member States would be free to
devise accounting regimes best suited to theirsréoiterprises’?

This helped to 5.4 million micro enterprises todfia better environment related with accountingskbo
keeping and VAT procedures. Administrative burdems targeted to a huge 25% reduction. The
commission further estimates that the administeatiwrdens reduction proposed or currently under
preparation by the Commission could exceed théainiarget and reach 33% of the total of € 123.8
billion estimated burdens of EU origin*®

Since establishment of self-declared Turkish Reapudl North Cyprus (TRNC) ........... 1975,
Governments in search of revenues for uncontrobedget expenses, implemented ever-changing
policies for local businesses literally neglectBgIEs and destabilizing mainly production sectoossr
the range of micro to major enterprises. Liberanemic measures were implemented mainly single
sided and as a result, local production sufferethfhigh interest rates, severe competition from-non

8 Brussels, COM(2009) 680
° Brussels, COM(2009) 680
19 Brussels, 25.6.2008 COM(2008) 394 final
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taxed imports, and increase of cost values anddbg&aropean Markets due to isolation policies tf E
for North Cyprus (NC). These outdated and unfavioleraonditions bankrupted most of the enterprises,
which previously enjoyed growth even during the @9874 political unrest with administratively and
financially dominant Greek population of the island

Triggered by EU accession of Greek Controlled Répwuds Cyprus (ROC) and the political will
of both TRNC and Turkey to adopt EU compatible déggion and rules, TRNC government forwards
more recognition to SMESs. First measure is fornki@BIGEM, (Kicuk ve Orta BuyuklikteKiletmeler
Gelistirme Merkezi; Centre for improving small and medisized enterprises). KOBIGEM provides
services to improve competitiveness. Training, @tiaacy, Marketing Aid, Grant and low interest lean
Project Assistance are also planned to be offese8MES. TRNC Council of Ministers appoints The
Minister of Economy and Energy to supervise theroaupments through the Advisory Board headed by
The Minister himself. Advisor to the Minister, Adar to the Finance Minister, Secretary of State
Planning, YAGA (Agency to Improve Investments) R, and representatives from KTTO (Chamber
of Commerce), KTSO (Chamber of Industry), othekatmlders and Universities on the Island also
participate in the board meeting at least onceypar

EU defines the territory of TRNC as a territory,emt the Government of member state Republic
of Cyprus cannot exercise effective control. Thasfopean Commission suspends Protocol 10 of the
Accession Treaty of 2003 for the territory of TRNC.

“However, the suspension does not affect the persaghts of Turkish Cypriots as EU citizens.
They are citizens of a Member State, the RepublCyprus, even though they may live in the
northern part of Cyprus, the areas not under goweent control.**

This unique political and legal situation, alsoitsnthe development of TRNC SMEs when compared
with counterparts over Europe.

SME POLICY IN EU AND OTHER CENTRES

TRNC as implementing adaptation programme for Elduac should consider the potential of
harmonization with EU SME policy. Moreover, poliegyplications put forward by Organization for
Economic Co-Operation and Development (OECD) caa galuable highlights in designing SME policy
in TRNC.

The second OECD Conference for Ministers Respomdsibi SMEs brings together 30 OECD
countries and more than 50 non-member economidiédterial level to exchange views on “Promoting
Entrepreneurship and Innovative SMEs in a Globangey”. It offers Ministers the opportunity to take
stock of the progress that has been achieved ileimgnting the Bologna Charter, adopted at the Balog
Conference in June 2000. They may also assess iwrities for realizing the potential contribori
that small and medium-sized enterprises (SMEskaaly innovative ones, can make to better economi
performance, notably in terms of jobs and proditgtiA major focus of the conference is on SMEg tha
are more dynamic. These develop new ideas, prccesgktechnologies in innovative ways to prosper
and grow if the business environment in which tbpgrate permits this to happen. Some of the issues
relate to policies that affect the whole economg &ence the general business environment in which
SMEs must operate. Other issues relate to poliaies programmes more specifically oriented to
supporting enterprise creation, fostering entregueship and facilitating the growth and prospedty
SMEs once established. Still others relate to nmobg human resources, in particular women, toizeal

1 EU Commission 28 April 2004
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their full economic potential. A second major focofthe conference is the continuing process of
international economic integration and ways to enege SMESs, especially in developing economies, to
take best advantage of this process. The main gessmerging from the preparatory work for the
conference incorporated in a series of backgroeparts are synthesized here. The first four segtion
below summarize the material relevant to the foarmMinisterial workshops: 1) Entrepreneurship and
SME innovation; 2) Tools for SME innovation; 3) SBIin the global economy; and 4) Enhancing the
role of SMEs for development. The final two seci®dummarize work relating to two sets of issues
which cut across many of the other conference tseamel which are fundamental to improving SME
policy formulation and implementation: a) Evaluatiof SME policies and programmes; andlbwards
more systematic measurement of SME behavior. Kdicypoecommendations from the background
reports are provided as below (OECD 2004):

* Ensure stable macroeconomic and framework conditionunderpin the entrepreneurial business
environment.

* Ensure the reduction and simplification of admmasve regulations and costs, which fall
disproportionately on SMEs.

« Promote an entrepreneurial society and entrepriaheuiture, in particular through education and
training.

* Integrate the local development dimension intopiteenotion of entrepreneurship.

* Ensure that programmes in support of SMEs and @etmeurship are realistic in terms of cost and
are designed to deliver measurable results.

« Strengthen the factual and analytical basis forcpwiaking so that policy makers can take decisions
in an informed manner based on empirical evidence.

* Increase the ability of women to participate in théor force by ensuring the availability of
affordable childcare and equal treatment in thekplace.

e Listen to the voice of women entrepreneurs.

e Incorporate a women’s entrepreneurial dimensiahéformulation of all SME-related policies.

« Promote the development of women entrepreneur mesyo

e Periodically evaluate the impact of any SME-relafmilicies on the success of women-owned
businesses and the extent to which such businedseadvantage of them.

* Improve the factual and analytical underpinningsooir understanding of the role of women
entrepreneurs in the economy.

e Concentrate policies for promoting availability rigk capital to innovative SMEs mainly on early
stages of the financing of the firm.

* Recognize the need for proximity between supplieisfunds and those who require finance,
particularly for small-scale investment.

* Increase the managerial and technical expertisentefmediaries whose role is to evaluate and
monitor companies.

» Facilitate international transfer of institutionafrastructure and expertise.

e Subject new regulations, which could adverselyaftbe provision of risk finance to cost-benefit
tests of their likely effect before implementatexmd monitor their subsequent impact.

« Encourage, in conjunction with business and acdognbodies, small business to recognize,
measure, and report intangible assets

* Improve SMEs access to information about networkipgortunities.

* Increase the participation of SMEs in research agtsvand technology markets.

» Support the emergence and maintenance of innoveltigéers.

« Identify and promote best practice policies, whilpport company innovation through cluster
development.

* Enhance SME awareness and knowledge of all elerétite intellectual property system.

« Strengthen the integration of intellectual propesgues in programmes and policy initiatives aimed
at fostering innovation in SMEs.
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« Facilitate the use of the intellectual propertytegs by promoting the development of cost-effective
mechanisms for application and for the resolutibimllectual property disputes.

e Seek, through the WTO Round and other channeégde trade barriers.

« Promote the role that foreign direct investment glay as a vehicle for SMEs to access international
markets.

* Encourage the smooth, cross-border growth of SMEsetucing the need for internationally active
SMEs to comply with multiple sets of rules or requients.

» Facilitate access to the information SMEs needotrate internationally.

* Enhance incentives for new public-private partnigréitiatives that would help SMEs reach global
markets for innovative products and access foreggmces of advanced technologies and knowledge.

« Move beyond policies for basic connectivity and I€Rdiness to facilitate more widespread uptake
and use of complex ICT applications and e-businptake by small firms.

« Encourage rollout of affordable quality broadbaretworks to underpin the competitiveness and
growth of SMEs.

e Strengthen the infrastructure for trust, securityclgding spam and viruses), and privacy and
consumer protection.

e Expand, in conjunction with business and consumeus, SMES’ use of low-cost on-line dispute
resolution mechanisms.

« Develop and distribute digital content, including &panding the commercial use of information
about the public sector, education and health care.

* Reduce ICT skill impediments to the growth of SMEs.

* Embed strategies toward the private sector and SMEsuntries’ broader national development and
poverty reduction programmes.

e Strengthen SME capacities to improve their comipetiess in domestic, regional and global
markets.

« Promote policy coherence at regional, nationalintetnational level.

« Maximize the spillover of management skills andwlealge from multi-national enterprises to local
SMEs.

e Apply the C.O.T.E. framework to SME policy

« Develop an “evaluation culture” by making evaluataf programmes central to the policy process.

* Integrate the methodology of, and budget for, eatédm of programmes as part of the legislative
process.

« Ensure that all, rather than merely some selepredirammes are subject to evaluation.

* Major evaluations should be undertaken with indeeenbut informed assessors.

» Evaluate all programmes using the most sophisticeehniques that are feasible taking into account
the need to be cost-effective.

« Promote international convergence of statisticatepts and processes.

« Foster greater international comparability of stis.

« Develop an integrated business statistical register

« Promote data linking to make better use of existiata and reduce respondent burden on SMEs.

e Carry out policy-relevant empirical analyses toempih evidence-based policymaking.

Following are the current programs and policieschiBMEs in EU Member States have access to
help them to manage the turbulent economic criResommendation 2003/361/EC regarding the SME
definition as from 1 January 2005 is summarizedhim following table. Enterprises qualify as micro,
small, and medium-sized enterprises (SMEs) if il the criteria laid down in the Recommendatjon
which are summarized in the table below. In additmthe staff headcount ceiling, an enterprisdities
as an SME if it meets either the turnover ceilinghe balance sheet ceiling, but not necessartily.bo
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Enterprise category Headcount Turnover or Balaheetstotal

medium-sized < 250 < € 50 million < € 43 million
small <50 <€ 10 million <€ 10 million
micro <10 <€ 2 million <€ 2 million

This Recommendation concerns all Community polieipglied within the European Economic
Area in favour of SMEs (Structural Funds, FramewBrkgramme for Research and Development) as
well as State Aid, where SMEs can benefit from exgon provisions and higher aid ceilings .The
Recommendation is addressed to the Member StdtesEuropean Investment Bank (EIB), and the
European Investment Fund (EIF).

Small Business Act (SBA) drives the Member statepdpularize ‘Think Small First Principle’.
And justifies the fact that;

SMEs form the backbone of the European Union’s @ogn They account for 99 percent of European
enterprises and generate about 58 percent of this Eldnover, employing two thirds of the total e
employment. In the last five years, 80 percenhefrtew jobs were created by SMEs. They are a doiver
innovation, competitiveness and growth and thusey édlement in the Lisbon agenda. It is therefore
important that regulation does not create disprdjmrate burdens on SMEs and that the interests of
SMEs are preserved.

To establish sustainability for SMEs, TRNC is aduptnew rules. Authors observe that the
adopted rules are far from the level of advantagiesed to SMEs in Europe. Major programs, which EU
implements are as follows as summarised from ‘BemopUnion Support Programmes for SMES'’
prepared by EC Enterprise and Industry DirectoGdaeral with additional comments from authors.

European Union Support Programmes for SMEs compmdsassistance schemes, divided into the
following four categories:

1. Thematic funding opportunities
2. Structural funds
3. Financial instruments

4. Support for the internationalisation of SMEs

LIFE +** with a budget foreseen for €2.1 billion for theripd 2007-2013.

Competitiveness and Innovation Framework Prograni@i) is a coherent and integrated
response to the objectives of the renewed Lisbaiegly for growth and jobs. Running from 2007 to
2013, it has a budget of approximately €3.6 billion

'2 EurLex Official Journal L 107 , 30/04/1996 P. 0602009
13| ife+ is a Program for environmental issues
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Marco Polo Il (2007-2013) contributing to an effiot and sustainable transport system, has a
budget of €400 million for the period 2007-2013.

The Seventh Framework Programme for Research actthdigical Development (FP7), (2007-
2013) pays special attention to the SMEs througldifferent programmes: “Co-operation” (circa €32.3
billion), “Ideas” (circa €7.5 billion), “People” {ica €4.7 billion), and “Capacities” (circa €4.3lion).
As summarized in the following table

Table 1: The Seventh Framework Programme for Reseeh and Technological Development
(FP7), (2007-2013)

Promoting SME participation in the “Co-operationSMEs are actively encouraged to participate in all
programme research actions. The involvement of SMEs in Jpint
Technology Initiatives (JTIs) is also encouraged
wherever such activity is considered appropriate

"Ideas" programme open to SMEs Just like any otbrgranisation, research teams
from SMEs can compete based on excellence.

Human potential in research and technology in|tBgeater attention is directed towards encouraging
“People” programme increased SME participation under “Industry-
academia partnerships and pathways”.

“Research for the benefit of SMEs” in théResearch for the benefit of SMEs” aims |to
“Capacities” programme strengthen the innovative capacity of European
SMEs and their contribution to the development of
new technology-based products and markets.

The indicative budget for the SME specific actions
is circa €1.3 billion.

Competitiveness and Innovation Framework Progranf@é) is a coherent and integrated
response to the objectives of the renewed Lisbaiegly for growth and jobs. Running from 2007 to
2013, it has a budget of approximately €3.6 billion

Integrated Action Programme in Lifelong Learning fine 2007-2013 periods covers four
specific programmes: COMENIUS, for schools up te &md of the upper secondary level, ERASMUS
for higher education level; LEONARDO DA VINCI forlaother aspects of vocational education and
training; and GRUNDTVIG for adult education.

European Regional Development Fund, for the pe2a@7-2013 the strategy and resources of cohesion
policy (European Regional Development Fund [ERDEJropean Social Fund [ESF] and European
Cohesion Fund) with a total allocation of € 308idil:

The ERDF is the largest Community financial instemtnbenefiting SMESs. It targets to decrease
the level differences between regions and to sugmmial and economic harmony within the European
Union. ERDF co-finances activities in a broad ranfjareas:
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1. Entrepreneurship, innovation and competitivenesSME
2. Improving the regional and local environment for 5

3. Interregional and cross-border co-operation of SMEs
4. Investment in human resources

ERDF programmes are not directly managed by therfilesion but by national and regional authorities.
Due to the extra ordinary ‘de facto’ situation iRNIC, local SMEs have no possibility to benefit from
this programme.

Rural Development Fund focuses on three themats dar the period 2007-2013: improving
competitiveness for farming and forestry; environtmand countryside; improving quality of life and
diversification of the rural economy. A fourth axlso introduces possibilities for locally basedtdm-
up approaches to rural development.

EU also in some Member States supports financi@rimediaries with Capacity Building
Scheme. This instrument (as in the case of mosthafr above-mentioned programmes) is inaccessible t
TRNC

CONCLUSION AND POLICY IMPLICATIONS

Before formulating sustainable policies, we shouddsider the crucial problems faced by SMEs in
TRNC. These problems essentially hinder the sumdity of the economic sectors. Therefore, sohutio
of sectorial problems is prerequisite for achiewugtainability of SMEs in TRNC. The vital or stiul
problems of SMEs are as followsafakli and Ertanin 2011):

¢ Out-dated legislation.

* High costs due to expensive raw materials, powatexylabour,
* Lack of communication between the SMEs and Educdtistitutes
* Absence of long term finance

* No competition environment and no organizationalcttiring

e Lack of knowledge for available finance sources

¢ Unsatisfactory infrastructure

* Unsatisfactory infrastructure in Industrial Zones.

* Low quality and very few renewed certificate ofrgtards

* Collateral issues

* Lack of demand and lack of finance

* High costing

* Red Tape bureaucracy

e Lack of work power

e Undersupply of raw materials

Some of the structural problems are directly relateinfrastructure of the country as a whole that
utilized the insufficient EU funds. On 27 Febru2806 the EU approved an aid programme with Council
regulation (EC) No389/2006 for the benefit of thakish Cypriot community aimed at putting an end to
the isolation of this community and helping preptmethe reunification of the islan®59 million was
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voted in 2006 for this programme which is to be lingented by the Commission (DG Enlargement)
over five years. The main aims dfe:

e Social and economic development;
e Infrastructure, in particular energy and transpemiyironment, telecommunications and water supply;
« Reconciliation, confidence building measures, ampsert to civil society;

e Bringing the Turkish Cypriot community closer tcetkunion, through information on the EU, and
contacts between Turkish Cypriots and other ElZenits;

¢ Helping the Turkish Cypriot community to be readyimplement EU rules (acquis communautaire)
in case of a comprehensive settlement.

Unfortunately, there are no easily accessible piwnd state finance sources for SMEs to innovate
and modernize their production facilities to impeatheir productivity and efficiency that are essdnt
factors for the competiveness. As can be undersiboste most of the problems are out of the cowtirol
SMEs. Government should take initiative to solkese problems. However, necessary national and
SME policies towards solving these problems at Stete level are not yet formulated and declared.
Furthermore, institutional structure is also ndistactory. Such that, KOBIGEM shown as the SME's
saviour is not equipped with the required techniaatl financial facilities to support the SMES.
Moreover, KOBIGEM directed by undersecretary on abelof minister and hence politicians is not
autonomous leading to professional and rationalagament perspective.

4 COUNCIL REGULATION (EC) No 389/2006 November 2008
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BUSINESS ETHICS AND ENTREPRENEURS:

A RESEARCH AMONG SMEs IN AEGEAN REGION, TURKEY

Levent ARSLAN?® and Canan A¥

Abstract

Business ethics is an important research area glaitted attention from many researchers from difiere
disciplines. When the business ethics literaturanialyzed, it is observed that most of the reseduie

is about large and multinational corporations. Qretother hand, it is a fact that SMEs play a wtdé

in almost every nation’s economy and they haverga meportant position in the social life. For these
reasons, conducting academic studies that focususiness ethics in SMEs and discussing the resiults
these studies is important for ethical developnanong SMEs. In this study, the results of a redearc
conducted in SMEs in the Aegean Region via apphicaif a comprehensive questionnaire are presented
and discussed. During data collection, the quesiiores were directly sent to the entrepreneurs and
asked to be answered by themselves since the mif@tnuctures of SMEs cause that the personal
thoughts and behaviors of entrepreneurs effectctirethe ethical performance of an enterprise.
Statistical studies of the findings is still ongpiand the preliminary results are given about thgaal
and unethical behavior of the entrepreneurs, thar@® of their ethical behavior, comments on the
general ethical performance of the business, corntsmam the effects of ethical performance on overall
enterprise performance and ethical approaches towalifferent stakeholders.

Keywords: Business ethics, entrepreneurship, SMEs, stattetwol

INTRODUCTION

Business ethics became a very popular researchf@regientists from different backgrounds,
especially in the last two decades. When the tiieeaon business ethics is investigated, it is $kanthe
most of the research is conduced in large and natitinal enterprises. There are some reasons eelport
for this fact: First of all, the large enterprisage powerful enough to have direct impact on their
stakeholders alone so they need to take their athEsponsibilities into account. Secondly, some
researchers believe that ethical responsibilitieenterprises are in conflict with economic prist of
enterprises, and ethical behavior is a luxury. @héason is that, large enterprises support rdsearc
business ethics in order to create an academicgbaahd for their activities in this field (Spence,
Schmidpeter & Habisch, 2003). On the other hantesthe percentage of SMEs in almost every nation
IS very high, business ethics research among estreprs and SMEs is an important area to focus on.

BUSINESS ETHICS, ENTREPRENEURSHIP AND SMES
OECD reports indicate that 95 to 99% of the enteegrin all nations are SMEs and SMEs are

regarded as the primary basis for dynamism, innowatnd flexibility in both developed and develapin
economies. SMEs are the most important sourcenipla@yment as well and employment ratio of SMEs

1> SME Expert at KOSGEB Izmir Southern Region Direate, Ege U. Kampusu, Bornova, Izmir,
levent.arslan@kosgeb.gov.tr, arslanhome@yahoo.com
16 professor at Celal Bayar University, Faculty obEemics and Administrative Sciences, Manisa,
canan.ay@bayar.edu.tr
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is constantly increasing (OECD, 2005). In additionthe economic impact of SMEs, they play an
important role in the social life. They create eoyphent opportunities and help to fight unemployment
they strengthen the local economy in every paithefnation and contribute to democracy and prevent
immigration. These facts underline that SMEs averg important aspect of economy and social lifd an
the incidence of business ethics principles in SkdEsgorth to investigate.

A limited number of researchers conducted reseabdut business ethics in SMEs. There are
some researches that focus on the differenceshafaéiperceptions and ethical performances between
large enterprises and SMEs and introduced impontesitilts (Longenecker et al., 2006; Baucus &
Cochran, 2009).

Some part of the studies focused on the differenfgxersonality traits between entrepreneurs
and managers of large companies and investigatedeffects of common personality traits of
entrepreneurs on business ethics performance; asiatognitive moral development (Teal & Carroll,
1999), locus of control (Bucar, Glas & Hisrich, 30Qongenecker et al., 2006) and need for achieméme
(Ozer & Topalglu, 2007).

Some other researchers focused on the social adfpg8BES and try to identify the differences of
business ethics approaches in large enterprisesSftes within this point of view (Bucar, Glas &
Hisrich, 2003; Spence & Rutherfoord, 2003; FullelTi&n, 2006; Lynch-Wood & Williamson, 2007).
There are also some papers that discuss busirtess iet relation with common characteristics of SME
such as the lack of agency theory, busy daily wadrkntrepreneurs and informal structures and lidnite
resources of SMEs (Spence, 1999; Longenecker, &0816; Hammann, Habisch & Pechlaner, 2009)

RESEARCH METHODOLOGY

For this research, an electronic questionnaire pregared by the researchers. It was designed to
be answered online, so, it was not a document tdilled out and sent back. From the database of
KOSGEB, 750 enterprises that operate in manufaggector in Aegean Region were selected randomly
and the link of the online questionnaire was senthe e-mail addresses of the SME owners, directly.
Within the e-mail text, the aim and outline of ttesearch was introduced to the SME owner, together
with the instructions to follow. There was alsceaark in the e-mail text that, the name of the rpmise
and name of the participant will be kept confidahtlThere was also another additional remark thiaiei
recipient of the e-mail is not the SME owner, ohewsd not fill the questionnaire and should forwérd
to the SME owner. Results indicate that, out of, 5 SME owners started to answer the questiognair
and 88 of them answered all of the questions antptzied the whole questionnaire. The response ratio
for this research is 11,7%. Although the particisanere selected from KOSGEB database, there were
questions in the questionnaire to test if the pgint represents an SME according to the legal SME
definition, but it was observed that all the papémts were representatives of SMEs.

RESULTS AND DISCUSSION

Detailed statistical analysis of the research tesalongoing and in this extended abstract, only
preliminary results are given and discussed.

One of the sections of the questionnaire was &tpaint Likert scale, where 15 statements were

introduced and participants were asked to spebijr tevel of agreement to these statements. Thble
represents some of the results for this sectidhefjuestionnaire.
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Table 1.Results of level of agreement to some of the statets (%)

Neithe
r agree| | _ No
| agree| nor disagr | .
. idea
disagr | ee
ee
Entgrprlses f[hat comply with legal obligations dwit part in 69 17 13 1
business ethics
Business ethics is a concept that large compahimsd deal with, 7 10 82 1
not SMEs
In order to observe an ethical climate in an SMig, awner should 90 7 2 1
take the lead
Ethical behavior will bring additional costs to 8ME 50 20 25
The image of “ethical enterprise” will help an SM& find new 71 19 6 4
customers
Ethical behavior of an SME owner in the workplasesimilar to 77 14 9 0
his/her ethical behavior out of the workplace
Workplace efficiency will be improved in an SME thaperates i
) : . e 80 14 4 2
accordance with business ethics principles
SME owners are so busy that they can not find tonissues about
, . 9 18 70 3
business ethics

The first line in Table 1 indicates a common bedigfong the SME owners that if they obey the
laws, they are done with their ethical respongibgi This point of view is in contrary with thee@ of
business ethics, because, business ethics is dgmegarded as doing things that are good and meyo
the rules and laws. 77% of the participants thivét the image of “ethical enterprise” will help SME
to find new customers and 80% of the SME ownergebelthat operating in accordance with business
ethics principles can improve workplace efficiency.

In another section of the questionnaire, businédsiksand short and long term profitability
relation was questioned. Results show that, 27%hefparticipants believe that behaving in accordanc
with business ethics principles will improve thefability of SMEs in the short term, 49% belietreat
it will not have any effects, and 17% believe thawill decrease the profitability. On the otherniia
when it comes to long-term effects, 90% of the ipg@nts believe that ethical behavior will improve
enterprise profitability in the long term.

Evaluation of the ethical behavior performancestiyy participants within their own SMES,
within their sectors and within the business wanlgjeneral shows interesting results. SME ownea$ th
participate to the questionnaire think that ethimthavior level is very high or high (70% in tota)their
own enterprises. But when it comes to evaluatiegy tector, this very high or high ratio drops g&in
total. Only 12% (in total) of the participants tkithat business world in general has very highigh h
levels of ethical behavior.

In the questionnaire the sources of the ethicalleslof the participants were questioned by
selecting 3 choices out of 7, where the choicesewtaws, religion, culture, customer demands,
education, business society, personal values andyfaThe most selected two choices were personal
values and family, with frequencies 79 and 66, @éeipely, while education, religion and culture wer
the least selected sources of ethical values watiuencies 15 and 21 respectively.

50



In the questionnaire, the participants were askesktect (5 out of 16) some unethical behavior
cases (scenarios) that they would never do in nlocoraditions, but consider doing to survive from an
economic bottleneck as a last choice. Unethicahteh with the highest frequency (43) was “to lig m
supplier that | found the same product with a lopgee from a different supplier and ask for a digat”.
The second unethical behavior with the highestueegy was “to delay salary payments” (f=31) and the
third one was “to exactly imitate the products gf competitors that sell well” (f=30).

When the answers to these unethical behavior @asegrouped according to stakeholders, it is
observed that SME owners tend to behave unethitalsards, first to their employees (f_total=65),
second to their competitors (f_total=62) and thindtheir suppliers (f_total=58). Unethical behasior
towards society and public organizations wereyastlected (f_total=34). This was an unexpectedltres
because; unregistered economy and fiscal evaseorety common problems in today’s business world
in Turkey.

The reasons of unethical behaviour in SMEs arertepdo be “loss of moral values” (f=51),
“lack of education” (f=46) and “competition” (f=43) the SME owners.

Participants think that, society and public orgatians are the first stakeholder group to be
exposed to unethical behavior. Employees and custorollow as the second and third stakeholder
groups. On the other hand, SME owners state thgtlogees are the most important stakeholder group
that is desired to behave ethical towards theirgamg. Following employees, customers are desired to
behave ethical. At this point, it is relevant torntien that employees is the stakeholder group SIMIE
owners tend to sacrifice in the first place, bigoals the most desired stakeholder group to behave
ethically towards the enterprise.

SME owners think that (%88) ethical performanceTofkish business environment will be
improved in the future and the main reason behins fact is reported to be the idea that “ethical
performance will be regarded as a competition fddte quality and price”. This result is in paedlwith
the results mentioned in the beginning where, SMBars believe that ethical behavior can help an SME
to find new customers, improve efficiency and iase profitability in the long term.
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EXTERNAL AND INTERNAL FACTORS OF UNSECCESFUL ENTREP RENEURSHIP: FIELD
RESEARCH IN VAN

Ayse Esmeray Ypun'’ Ali Kiliger

ABSTRACT

This research focus on factors of long and sharitsuccess, and important factors to explain falaf
entrepreneurship. Entrepreneurs and failure of bass has been the long term subject of many dgenti
papers. To direct the entrepreneurs it is very ingod to understand the external, internal factafs
business success and failure. So this paper isngirm explaining the main factors are related to
successful, and failure of entrepreneurs in smralustrial business in Van city. The methodologthef
research is based on the pre-structured interviéMe data to answer the research problem of theepap
is gathered by interviews based on a interviewsehperformed by using questionnaire. According to
interviews, risk taking personality, otherpreneamily, strong minded, network, good knowledge of
market and production, innovativeness,, educatiaiming are most important internal factors on thei
weak performance and failure their business. Asxernal factor to explain failure of entreprenchirs

low qualification of the human resource labor i ttity is indicated.

Keywords: external and internal of entrepreneurship, otlesrgur

INTRODUCTION

The entrepreneur is a factor in microeconomics,thadtudy of entrepreneurship reaches back to
the work of Richard Cantillon and Adam Smith in thge 17th and early 18th centuries, but was lgrgel
ignored theoretically until the late 19th and eaP@th centuries and empirically until a profound
resurgence in business and economics in the lagted€s. Starbucks Coffee is one such successful
example. Stevenson and Jarillo (1990), dividedepnémeurship studies into three main categories: th
first category which is heavily influenced by ecaomo scholars is concerned with what will happen mvhe
entrepreneurs get involved in their activities. Tdexond category is concerned with entrepreneurial
personality and seeks to find out why are some Ipepwre entrepreneurial than others (Brockhaus,
1980). Yet, the third category deals with entreptgial behavior that offers extensive researchhin t
field of management (Gartner, 1989; Bygrave anderoi991). Therefore, the fundamental questions
are: which factors are important for the successndfepreneurs. Levander and Raccuia (2001) believe
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that development is one of the indicators of suedesfinancial and non-financial concepts. Some
researchers such as Driessen et al. (2001) empHasincial aspects more specifically. Others belie
that personal traits of entrepreneurs have a lafggesnce in their success (Levander and Racc@@lp
However, Lescevica (2002) stated that both inteamal external factors are significant determinarfits
success among entrepreneurs. For this study ihtéaxoers are determined as communication skills,
networking, family, training/education level, markend production knowledge, risk taking personality
and strong minded. External factors include suckofa, financial stability, low or high qualificati of
the human resource in the field, financial accésgal difficulties, and access to different finaalci
resources. Those factors are gathered from diffeesearch results.

METHODS AND SAMPLE

The research problem of the study is “what areitibernal and external factors of failure of
entrepreneurship in Van city. To answer the reseproblem is 45 minutes interviews performed by the
researchers. The sample of the research is caofsiséad of the investment support office of East
Anatolia Development Agency and head of the ProgramManagement Unit of East Anatolia
Development Agency and general secretarial of the Yrade and Industry Chamber. This study is
aimed to gather data from the observers insteadatier those data from entrepreneurs itself. The
methodology of the paper is divided into two pha3ece interviews are performed then participants ar
invited to result discussion meeting. So the resuthe study is actually wholly agreed factordafure
of entrepreneurship. Interviews are based on poetstes questionnaire. Questionnaire is consistvof
parts. The first part includes internal factors nGoounication skills, networking, family,
training/education level, market and production Wlealge, risk taking personality and strong minded);
external factors ( general financial stability, momic conditions, interest and inflation rates, esmscto
financial resource, low or high qualification oethuman resource in the field, legal difficulti€sigéssen
et al., (2001); Bagley and Boyd (1987); Hornaday &Moud (1971); Brockhaus (1982); Perry et al.
(1986); Lorrain and Dussault (1988); Bagley and d¢%987); Getwood et al. (1995); Paulhus (1983);
Hood and Young (1993). Mengel (1972); Liles (197a)d Broehl (1978) in Ahmed(1985); Hornaday
and Aboud (1971) and Hornaday and Bunker (1970))

LIMITATIONS

This exploratory descriptive study examined factesermining the failure of entrepreneurs in
Van. The most used sampling is to understand su@sariptive question is to ficus on entrepreneurs
itself. But it has its own limitation called as @it own blind, to pass through this blindness, dathered
from close observers of business life who has gtexperience and opinion on the issue. But it lsriitg
own limitations to study. The most important liatibn of the study is sample size. Secondly it ninest
consider that participants of the study are onlgepbers of entrepreneurial life. Their perceptians
limited by their focus and knowledge.
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DISCUSSION AND CONCLUSION

According to result of consensus meeting “lackisk itaking personality, lack of otherpreneur
family, lack of strong minded personality, lackratwork, low knowledge of market and productiockla
of innovativeness, low level of education/trainiage most important internal factors on their weak
performance and failure to run their business. As external factors to explain failure of
entrepreneurship, low qualification of the humasorece labor in the city was the most agreed on one
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Multipoint Competition, Cooperation among Firms and Sustainability: A Review of Literature

Muhammad Abbas'® , Khurram Shahzad"®

Abstract

Since last three decades, research on multipoinbpedition has received less attention and focus. In
contrast to the single point competition, the npalint competition theory argues that firms competit
behaviors differ when they meet each other in pial{jproduct or geographic) markets. The reseanch o
multipoint competition has reached the mutual farbece hypothesis which states that there will be a
inverse relationship between the degree of multk@iaicontact between firms and the intensity of
competition between them in specific geographiodpct market. Although this mutual forbearance
hypothesis has received enough empirical supptilitpgher factors (antecedents and consequendes) t
affect the rivalry/cooperative behavior of firmsngoeting in multiple arenas, remains unexplored. The
current paper brings the previous research on mldtimarket competition to provide a detailed insigh
about the status of the field. In addition, the gajpdentifies some critical issues related to the
competitive versus cooperative behaviors amongsfiwhich affect the sustainability of the firms and

industries in particular and the society at large.

Keywords: Multi-point Competition, Cooperation among FirrSsistainability

INTRODUCTION

The basis for multipoint competition (also termednaultimarket competition) has been derived
from Industrial organization economics and gameitpheAccording to Karnani & Wernerfelt (1985)
multipoint competition can be defined as a situativhere firms compete against each other
simultaneously in several markets (pp. 87)."

Research on competition assumes competition toroccsingle settings while research on
multipoint competition assumes that firms competeniore than one arena at a given time (Karnani &
Wernerfelt, 1985). Based upon business portfolenti, Karnani and Wernerfe(L985) suggest that a
firm should bring money from high market share, lgnowth rate business, and invest it into low marke
share high growth rate business. The scenario mpetition among firms and responses to competitive
moves by each firm has been captured by KarnaniVdecdherfelt(1985) in an example, whereby two
airline companies are competing on same routes.nVdme airline cuts off its prices in one or more
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routes, there comes four ways for the second aitbrrespond These four options include, i) Do imgth

ii) Defend, iii) Counterattack and iv) Declare aalovar, respectively. Later study by Smith and 3fil
(1995) found that “Do Nothing” strategy was the molsserved strategy (56%) in contrast with Karnani
and Wernerfelt model which predicted that “Coumtack” should be frequently observed.

This paper reviews the mainstream research on pouiti competition among firms and
discusses its various causes and consequenceaplee attempts to develop a case for cooperation
among firms, which have contacts in multiple maskéor the sustainability of these firms. The ektan
literature on multipoint competition is also presehin tabular form.

MUTUAL FORBEARANCE

The research on multipoint competition has readhedstage of mutual forbearance. Although
this mutual forbearance argument was first developg Edwards (1955) however it's various
antecedents and consequences remain unexplored.

According to mutual forbearance hypothesis

“Firms which are multipoint competitors (i.e., fisythat have competitive contacts in multiple
markets or multi- market contact) will compete legensely with one another{Gemino, 1999: 102),
maintaining an environment of implied agreement.

The first arguments of mutual forbearance were magleEdwards (1955) who argued that
multimarket contact may soften the competition aghfiorms. However, some studies did not support the
mutual forbearance hypothesis (Rhoades & Hegged®@&b; Scott, 1982). It is speculated that these
contradicting results may be due to the firm or katicharacteristics (Bernheim & Whinston, 1990).
While controlling for some factors, later studidsvdns & Kessides, 1994; Gimeno & Woo, 1996)
supported the mutual forbearance hypothesis. Antlo@gparlier studies of multipoint contact, Heggésta
and Rhoades (1978) studied 187 banks and founddujop mutual forbearance hypothesis. They found
that rivalry in banking sector reduced as the rpaltit contacts among rivals increased. Later ong&i
(1996) took data of 14 mergers among airline congzaand investigated the effect of multimarket
contact on airfares. He found that increase inimaltket contact leads to higher airfares. Thederitify
results suggest that the mutual forbearance amamgeting firms may vary from industry to industry.

Derived from multipoint competition and resoulised theory, Chen (1996) develops two firm
specific constructs: market commonality and resewimilarity. These authors introduced the idea of
competitive asymmetry, that is, firms in a givenrpaay not create an equal degree of threat to each
other. The authors argued that having a unique ebgrtofile and strategic resource endowment, each
firm needs to have a pair wise comparison witlcampetitors along these two dimensions. Fernandez
and Marin (1998) investigated the effects of mudirket contact on prices in hotel industry of Spain.
They found that prices were higher in markets witesas difficult for multipoint competitors to dabde,
and conversely the prices were lower in marketsrgvingultipoint competitors could easily collude. Jan
and Rosebaum (1996) studied the effects of mutttpoontact on the prices of U.S cement industry.
According to these authors, as the multipoint ccingamong firms increases the prices in a particular
market also increases.

In a similar vein, Pilloff (1999) examined bankingganizations from 1992 to 1995 and found
that multipoint contact was positively related taffiability. As the multipoint contact increasetthe
competition among multimarket competitors reduc&meno and Woo (1999) investigated the
relationship between multimarket contact and resssgharing opportunity of firms and their interaeti
effect on efficiency, rivalry, and profitability.nl their study, multimarket contact was found to be
reducing intensity of rivalry and increasing prafitlity, and this effect of multimarket contact wagen
more in markets with strong resource sharing oppdres with the focal market. Thus it supported th
mutual forbearance hypothesis.

In contrast to previous researches which assumat ah multimarket contacts have equal
importance to all firms (Baum and Kor, 1996; EvaasKessides, 1994; Gimeno and Woo, 1996),
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Gimeno (1999) studied U.S airlines and investigdtad how the relative market importance (recipgggci
for multimarket competitors effects the intensitfy rivalry among them. For example market A has
greater strategic importance for Firm X than firmwhile market B is more strategically important fo
Firm Y than Firm X. When these two firms are conpgtin both markets, they have a reciprocal
relationship and are less likely to engage in is¢enivalry. These authors concluded that reciprocal
multimarket contacts decrease rivalry and increaaeket share sustainability more than nonreciprocal
multimarket contacts

Young, Smith, Grimm and Simon (2000) investigatbd tffects of multipoint contact and
resource dissimilarity on intensity of rivalry. htheorized that resource dissimilarity among svalay
cause aggressive behavior towards competitors. HeEwéehey found that multipoint contact tends to
reduce the intensity of rivalry among firms to tiseent that firms have dissimilar resources. Mclgrat
Chen and MacMillan (1998) speculated that a firny mhi@ert the resource allocation of its rival firrng
shifting its own resources and changing its ownitprsin different markets. They argued that a firm
may engage another firms in competition in one madnd secretly take a foothold in another market.
For example, a firm A can engage another firm Bi¢ally in market X, to the extend that firm B dkif
some of its resources from Market Y and invesis market X. Now firm A can easily establish a geeat
foothold in market Y.

ENTRY OR EXIT

Recently research on entry and exit has gaineddenable amount of scholarly attention. It has
been consistently found that there is an invertédhaped relationship between multipoint contact an
market entry shaped (Baum & Korn, 1999; Havemandiamdemaker, 2000; Baum et al. 2000; Stephan et
al, 2003; and Fuentelsaz & Gomez 2006).

According to Haveman and Nonnemaker (2000), cdmgpfor firm characteristics, market and
rivals’ size and macroeconomic factors, multimarfkehs do not enter or grow in markets where they
face high or low levels of multipoint contact rathieey enter and grow in markets where they expeée
a moderate level of multipoint contact. Hence, thlegw an inverted U-shaped relationship betweeel lev
of multipoint contact and rates of growth or enffjrese authors also found that the effect of muikip
contact was stronger on entry than on growth. Taleg found that the effect of multipoint contact is
higher when markets are driven by a few dominartimarket firms.

Baum and Korn (1999) studied pair-wise relationshapong firms of airline industry and the
potential of these competitor dyads for engagingivalrous and cooperative behaviors rather than
focusing on groups of firms or individual compet#oConsistent with previous research, they founad t
firm’s rates of entry into and exit from each othenarkets were both low when multimarket contaas w
high. They also found that competitive interactiarese higher when multimarket contact was moderate,
but as the multipoint contact between firms inceglasthe multimarket firms relied on mutual
forbearance. Furthermore, these authors also fthatdirm may enter a small firm’s markets or ityna
enter the markets of firms with which they shafeva markets.

The concept of multimarket competition challendes assumption that all firms in a markets or
industries are affected equally by competitive puess (Boeker, Goodstein, Stephan, & Murmann;
1997). As the multimarket contact among firms iases, it results in mutual forbearance. Boekef.et a
(1997) studied how the degree of intermarket cangawong firms in hospital industry affects the
particular firm to exit that market. The authorairfid that a firm may not usually exit a focal market
where it faces competitors with whom it is compegtin other markets as well. The rivalry among firms
decreases in those markets which are shared bymmadket competitors.

Baum and Korn (1999) found that multimarket conteaad an inverted-U relationship with rate of
entry and exit. It was also found that relative timérket contact and the interaction of multimarket
contact with firm size had significant effects ontrg and exit. When multimarket contact between
Airlines was low, there was limited rivalry and tkit rates were low. As the multipoint contact
increases the exit rates increased because the Were under pressure to decide for the markeis the
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will hold or sacrifice. Airline’s rates of entrytimand exit from each other's markets were bothvuden
the degree of multimarket contact reached a hilgvet.

Korn and Baum (1999) studied the antecedents ofipouit contact among California based air
carriers having a period of 5 years. They arguatl thance can be one of the antecedents that #ecrea
multipoint contacts among competing firms.

Stephan, Murman, Boeker, and Goodstein (2003) drgli@ once multimarket contact levels
reach the point where forbearance begins to opettagepropensity of a firm to enter into additional
markets of its multimarket rivals declines, thuswimg an inverted-U-shaped relationship between
multipoint contact and market entry. Stephan e(2803) also investigated the role of corporatelées
in the relationship between multipoint contact @edhpetitive actions among multimarket competitors.
Newer and longer tenured CEOs were shown to hdferelt preferences for taking competitive actions
towards their multimarket competitors. Longer-testirCEOs adopt a mutual forbearance approach
towards their multimarket competitors while new&@s do not.

Their results showed that relationship betweenimalket contact and market entry was consisterit wit
prior literature (inverted U-shaped) for firms hayilonger tenured CEOs but this relationship was
positive (linear) for newer CEOs.

Liand and Greenwood (2004) studied 276 generatamoe companies in Canada. Their analysis
regarding multipoint competition indicated that omlt forbearance among multimarket competitors
occurs under conditions of high familiarity.

Greve (2006) investigated whether multimarket coistaare made strategically or multimarket rivals
entered coincidentally. The authors argued thatmthe intent and extent of multimarket contacts are
considered by multimarket firms then strategic ynan be seen. They also provide that managersaappe
to be risk-averse when developing multimarket octistaGreve (2008) tested the impact of multimarket
contact on sales growth of insurance firms. Thegults indicate that a firm having a few multipoint
competitors in a focal market tends to defect aadipulate its sales growth.

A recent stream of research has focused on coamenather than competition among firms to
arrive at a win-win situation (i.e. gain sustaind@y. Chen (2008) attempted to compare and re-
conceptualize the competition versus cooperatiomngmfirms. Recently, research has focused on
cooperative behaviors among firms rather than coitimes (Arranz & De Arroyabe, 2008; Chen, 2008
Across various industries firms are making allianeath their rivals (Hagedoorn, Link, & Vontoras
2000). Even it is argued that firms can get finahbenefits by engaging in cooperative allianceth wi
their competitors as it will help them to expanditimarkets (Bucklin and Sengupta 1993; Rindfleisch
and Moorman 2001). Luo, Rindfleisch, and Tse, (200/ther argued that to survive and get sustamabl
growth in existing and new markets in today’s hyghbmpetitive environment, firms may require to
cooperate rather than compete with each other.
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Table 1: Empirical Research in Multimarket Competition: A Summary

Authors (year)

Data and Sample

Variables and Measus

Findings

Heggestad and

187 local banking

Dep.: Rivalry measured as market
share instability

Indep.: Count measure of

Rivalry in banking sector
reduces with higher multimarke

—

D~

than one product.
(1982)

Diversification, assets/sales,
advertising ratio, market growth,
imports, minimum efficient scale,
consumer focus, cost disadvantag
ratio

Rhoades markets from 1966 | multimarket contact d ket sh
(1978) t0 1972 contact and market share
Controls: growth, Concentration, | 'émains stable.
unit banking dummy, limited
branding dummy
Dep.: Profit/sale per Line of
Business Indep.. PrObab'“tY of Interaction between multimarke
observing less contact and its .
. contact and concentration has
437 U.S top dummy above the median value significant effect. Profits were
Scott (1982) manufacturing Controls: geographic market size, 9 -
. - S approx. 3% higher when both
firms (1974) minimum efficient scale, seller concentration and
advertising intensity, . .
. ultimarket contact were high.
Concentration, assets/sales, markel"
share
Quadratic interaction effects of
multimarket contact with
Alexander 67 market areas Dep.: Performance (service charge concentration were more
(1985) (banking) in six ratio in deposits, interest rate on | significant. Also charges and
states 1975 loans) Indep.: Multimarket contact| fees were higher in those mark
where multimarket contact was
high
Dep.: Income/sales Indep.:
Multimarket contact Controls:
Company study: Market share,
391 U.S average sales per market,
Feinber manufacturing concentration, assets/sales, Markets where multimarket
(1985) 9 firms with more advertising ratio Industry study: contact was higher, profit

margins were also high.

D

Rhoades and
Heggestad
(1985)

154 banking areas
including 1074
banks and 210
banking areas with
1443 banks

Dep:. Industry performance
variables Dep.: Rivalry
operationalized as change in rank
Dep.: Performance (For study B
and C, other variables were the
same as in Heggestad and Rhoad
1978)

Results contradicting with

mutual forbearance hypothesis|

Multimarket contact had no
relationship with returns, fees
eand loan rates.

Mester (1987)

171 savings and
loan firms in
California 1982

Dep.: Rivalry measured as
instability of market shares, and
performance as firm profits and
prices Indep.: Multimarket contact
as count and probabilistic measurg

The interaction between
contacts and concentration wa
more significant. Effects
contradict mutual forbearance
adiypothesis. Fees and loan rate

(2]

were higher but returns lower g

7]
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multimarket contact increases.

Sandier (1988)

123 airline markets
during 1974-1976
and 1978-1980

Dep.: Log of relative market share,
instability Indep.: Concentration,
dummy for airports with slot
constraints, multimarket contacts
among rivals, new entry dummy,
labor strike dummy, deregulation
dummy

Multimarket contact is related
positively to rivalry.

Barnett (1993)

Data about 48 state
markets of
consumer premises
equipment and
service sector of
the telephone
industry. 1981 to
1986

Dep.: Exit rate from a market
Indep.: Number of single- point an
multipoint competitors

Rivalry and market exit rate
ddecrease with increase in
multimarket contact

Dep.: industry rate of return,
Industry price-cost margin,

Indep.: Multimarket contact

Multimarket contact has

Hughes and 418 U.K _ _ _ significant po_sitive effect on
Oughton manufacturing Controls: development intensity, performance i.e rate of returns
(1993) firms in 134 minimum efficient scale, % and profit margins were high
industries, 1979 imports, % exports, capital-output| where multimarket contact was
ratio, research and Concentration, high.
diversification, growth rate, capital
stock, capacity utilization, presencge
of foreign multinational enterprises
Dep.: Log of average price Indep.;
Evans and _1000 Iarg?_st routes girect flight, round—lirip tir?ket, Multimarket contact has a
Kessides N U.S. airline Istance, route market share, strong positive effect on route
(1994) industry 1984 to concentration (route and a_urport), fares.
1987 airport market share, multimarket
contact
Multimarket contact and its
interaction with spheres of
40 California- Dep.: Rate of market entry and exjtinfluence are significantly
Baum and based commuter air Indep.: Market domain overlap, related to lower entry and exit.

Korn (1996)

carriers from 1979
through 1984

multimarket contact, concentration
spheres of influence

,However, the interaction of
multimarket contact and
concentration was not
significant

Singal (1996)

14 mergers among
airline companies
between 1985 and
1988

Dep.: Fares (Dollars per mile),
concentration (market shares of al
firms) Indep.: Multimarket contact

Multimarket contact has a
significant positive effect on

| airfares, as increased
multimarket contact leads to
higher fares in airline industry

Gimeno and
Woo (1996)

U.S. 48 airlines
across 3,000 city-
pair markets, 1984
through 1988

Dep.: Yield (average price charge
divided by the distance of the
market)

Indep.: Multimarket contact,
strategic similarity

d Multimarket contact decreases

rivalry, and strategic similarity
moderately increases rivalry.
This finding challenges prior
literature which found that
strategic similarity reduces
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Controls: cost position, market
structure, Service attributes, mark
characteristics, and firm-specific
advantages

rivalry
et

25 regional cement

Dep.: Price Indep.: Multimarket

Multimarket contact has a
greater positive effect on price
as focal market concentration

t

Jans and markets in the contact, concentration increases. As the multipoint
Rosenbaum United States over _ . | contact among firms increases
(1996) 16 years (1974— Controls: capacity, age, size, Price the prices ina particu|ar marke
1989) of inputs, process technology also increases.
Dep.: Market exit (as an indirect
indicator of intensity of
competition)
Indep.: Multimarket contact .
I - Increased multimarket contact
286 California- (market overlap for specific .
Boeker et al. . ! . . reduces exit rates from those
based hospitals service), chief executive change, e
(2997) . markets (as competition
(1980-1986) mode of service, performance
reduces).
Control: Density, contracting,
statewide service density, historic
exit rate, ownership, medical
doctors per capita, hospital size
Dep.: Price-cost margin. Indep.:
Regulation (none, low, high),
. dummy variables for specific firms| Multimarket contact explains
Mobile (cellular) . . - . )
Parker and and competitors in specific marketsnoncompetitive prices (as a

Roller (1997)

telephone industry
in the United Stateg

cross ownership, multimarket
contact, first entrant s lead over th
second entrant, age of the cellular
system

result of lower intensity of
ecompetition).

Fernandez and
Marin (1998)

2221 hotels and
boarding houses
across 83 different

geographic markets

in Spain in 1996.

D

Dep.: Price

Indep.: Multimarket contact,
concentration Controls: Age, hotel
category, quality distance, local
wages, local demand

Multimarket contact has a
positive effect on collusion at
low levels of market
concentration; negative effect &
high levels of market
concentration

—

\

6,233 banks
organizations that

Dep: profitability

Multipoint contact was
positively related to

Pilloff (1999) | existed from 1992 Indep: Multipoint contact profitability. Multlmarket. _
to 1995. contact reduces competition
Data describing the Dep.: yearly number of market Mult|market contact has an
) ; . . ) . inverted-U relationship with rat
route (i.e., city-pair| entry and exit Indep.: Multimarket X .
. .| of entry and exit. Relative
market) changes off contact, multimarket contact with a .
e . . . multimarket contact and the
California- based | rival relative to the multimarket . . )
Baum and interaction of multimarket

Korn (1999)

commuter air
carriers from
January 1979
through December
1984

contact with other competitors, an
relative size of competitor Control;
Focal and competitor airline
characteristics, aggregate
environmental characteristics

jcontac:t with firm size have

significant effects on entry and
exit.

Airline’s rates of entry into and
exit from each other's markets

D
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were both low when the degreg
of multimarket contact was
high.

Korn and
Baum (1999)

Air carriers
California from
1979 to 1984. 15
sample CACs
having 105
competitor dyads.

Dep: initiation of multimarket
contact between airline i and
competitor j, expansion of
multimarket contact between airlin
i and competitor |.

Indep: Chance, Trait-based
imitation, Vicarious learning,
experiential learning, and selectivg
search.

Controls: age and size of airline

Chance market contacts amon
ecompetitors pursuing un-
coordinated strategies cause
multimarket contact, trait-baseq
imitation was unrelated to
multimarket contact, vicarious
2 learning was correlated to
multimarket contact.

i

Gimeno (1999)

U.S. data on 48
airlines across 289
markets,

1984 through 1988

V

Dep.: intensity of of competition
Yield (average price per mile
divided by distance of market) and
market share Indep.: Reciprocal a
nonreciprocal multimarket contact
Controls: Service and market
attributes, cost position, market
structure, firm dominance

Reciprocal multimarket contact
decrease rivalry and increase
market share sustainability mo
than nonreciprocal multimarket
contacts.

nd
Multimarket competitors use
foothold in rivals’ important
markets to decrease the
aggressive behavior of their
competitors in their own
important markets.

U.S. data on 28
airlines across

Dep.: Cost, profitablity, intensity of
rivalry

Indep.: Multimarket contact,

Multimarket contact has
correlation with economies of
scope. Multimarket contacts

Gimeno and . . ; X . . :

W00 (1999) 3,008 city-pair economies of scope, interaction decreas_g rivalry ar_1d increase
markets from 1984 _ profitability, and this effect is
to 1988 Control: average marginal cost, | even greater when firms share

demand characteristics, sources of economies of scale.
market power.
. Multipoint competition affects
Zz\slg]g;t%r;gloan Dep: market entry, growth all rivals, multi- and single-
) . ) . market firms alike. Firms grow

Haveman & i(:]hggﬁgoc;ggatmg Indep: multimarket contact in or enter markets where they

Nonnemaker between 1977 and | Control: firm characteristics, exple_rle_nce moderate Ieve(ljs of

(2000) 1991 market size, rivals' size, and mhu t|p((;|nt Ico_ntact:._ Ink\)/erte U-

geographic distribution of branch | Shaped relationship between
offices. level of multipoint contact and
rate of entry and growth

(BZ%%n(;)et al. ?15(7)2;;"[’?(')”9 homes| Dep: acquisition rate Inverted-U shaped effect of

Indep: Distance from multimarket d|stanc_e to mult|marl_<e:\t.
1971-96 chain competitors competitors on acquisition rate
20 U.S. software Dep: competitive behavior Resource dissimilarity among
Young, Smith, | .~ ~"" P i o rivals causes aggressive
Grimm and firms compeiting in| Indep: multipoint contact and behavior towards competitors.

Simon (2000).

7 software markets
five year data.

resource dissimilarity

Controls: scope of

However, multipoint contact
tends to reduce the intensity of

rivalry among firms to the

65



the firm, competitive structure,
longitudinal collinearity in
observations

extent that firms have dissimilar
resources

Dep: Market Entry.

Once multimarket contact levels
reach the point where

forbearance begins to operate,
the propensity of a firm to ente

Stephan, 395 for-proflt and Indep: Multimarket Contact, CEO into _add|t|ona_l markets_ of its
Murman, not-for-profit Tenure with focal firm multimarket rivals declines.
Boeker, & hospitals in ' Inverted-U-shaped relationship,
Goodstein Cal_n‘orma from the Controls: general environmental between multipoint contact and
(2003) period 1980-1986. condition, service-level variations, market %ntry. Longer-ltenured
firm-level characteristics CEOs adopt a mutua
forbearance approach towards
their multimarket competitors
while newer CEOs do not.
10 largest Japanes firms are more likely to take out
Greve & . Dep: Patents patents if their
. shipbuilding firms
Mitsuhash between 1974 and
(2004) 1999 Indep: multimarket contact Multimarket overlap with other
firms in the market is high.
Dep: ROA as a measure of
: performance Mutual forbearance among
General insurance . . d
. industry with 276 | Indep: multimarket contact _mullt|marke_t Ccompetitors occurs
Liand & eneral insurance | di '.f. i ' in high familiarity conditions.
Greenwood gom anies in lversification Multimarket competitors need to
(2004) P interpret each others behavior |n

Canada from 1993
to 1998.

Controls: Investment and insurang

risk

[0)

order to reach a mutual
forbearance.

Fuentelsaz &
Gomez (2006)

Spanish savings
banks industry
between 1986 and
1999,. 77 banks in
1986 to 49 banks irf
1999

Dep: Market Entry.

Indep: Multimarket Contact,
Reciprocity of contacts, Strategic
similarity, Seller concentration

Controls: logarithm of equity,
profitability, average assets of the
entity.

Provided further support to the
U-inverted influence of
multimarket contact on entry.
both multimarket contact

and strategic similarity have a
significant influence

over the rates at which entry
into new geographical markets
take place.

Greve (2006)

824 branches of
174 Tokyo-based
banks

Dep; entry

Indep: multipoint contact

When the intent and extent of
multimarket contacts are
considered by multimarket firm
then strategic entry can be seen.
They also provide that managers
appear to be risk-averse when
developing multimarket
contacts.

=

Greve (2008)

Norwegian general

insurance industry.

Dep: Sales growth

Firms having a few multipoint
competitors in a specific marke

—F
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Data on sales Indeep: Multimarket contact are likely to defect other firms.
gather from Firms are also likely to defect
yearbooks from Control: market share when multimarket contact
1912 (volume 1) between them is high. support
through 1986 (final theory of mutual forbearance in
volume). 329 firms multimarket contexts

and 73 years.

CONCLUSION

Research on competition assumes competition toroccsingle settings while research on
multipoint competition assumes that firms compatenbre than one arena at a given time. In contoast
the single point competition (where firms meet armmpete in a single market), the multipoint
competition theory argues that firms competitivedaors differ when they meet each other in mutipl
(product or geographic) markets. Research on naitipcompetition has received less attention and
focus in the past but now many developments haga b&de in recent years. A couple studies have been
conducted to test the mutual forbearance hypothasis most of these studies have supported this
argument (see: Table 1).

The research on multipoint competition has readhedmutual forbearance hypothesis which
states that there will be a negative relationskeifwben the degree of multimarket contact betweaemsfi
and the intensity of competition between them iecHz geographic- product market. Although this
mutual forbearance hypothesis has received enamgirieal support, still other factors (antecedeantd
consequences) that affect the rivalry/cooperatel@alior of firms competing in multiple arenas, rema
unexplored. After all, in recent years differentrgetitive moves are being linked with the mutual
forbearance and the market entry and exit by fihas been examined under the light of multipoint
competition. Moreover, the differing results pentag to the mutual forbearance among competingsfirm
may vary from industry to industry. Hence, futuesearch needs to explore more factors in this domai
of multipoint competition.

Finally, the recent focus on sustainable growthfimhs emphasizes on strategic alliance and
cooperation among firms. Future research needsrthefr explore the conditions where firms need to
cooperation and/or compete in order to ensure isadie growths and economic development.
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IMPACT OF OWNER/LEADER BEHAVIOR ON JOB SATISFACTION AND
ORGANIZATIONAL COMM ITMENT IN SMALL AND MED iUM ENTERPRISES IN
PAKISTAN

Khurram Shahz& Maryam Arif*, Khansa Hayéat

Abstract

Sustainability of small and medium enterprises (SME directly linked with performance and
commitment of their employees. Ensuring high peréorce and retention of employees through job
satisfaction and organizational commitment is reklly more important for small and medium
enterprises (SMESs) than large organizations. Thisl investigated the impact of owner/leader beatravi
on these two factors. Data was collected using @stionnaire consisting of standardized scales f@ém
managerial and non-managerial employees workingMEs in Pakistan. Correlation and regression
analysis were used to find the associations betwaaly variables. The results of this study indidhtat
leadership behavior has significant relation withbj satisfaction and organizational commitment of
employees in small and medium enterprises of Raki®Results and implications for owners of SMEs
have been discussed along with directions for tutesearch.

Keywords: Leader/Owner behavior, job satisfaction, orgamnretl commitment, SMEs, Pakistan.

INTRODUCTION

The most important determinant that affects an rimgdion is the job satisfaction and
organizational commitment of its employees (KennetB89). Leadership is well thought-out to be the
vital antecedent of job satisfaction and organigati commitment. It has an impact on the employee’s
enthusiasm and commitment. This is especially truemall and medium enterprises (SMES) where
manager/owner and employee interaction is much niae in large firms. The approach of a leadership
mainly emphasizes the type of leader who invigaréite group to work and cooperate and provides the
group with a clear road map or “vision” (Menon, 2D0There is an increase in the performance ofethos
employees who are more committed with the orgaiozand satisfied with their jobs they also ad ealu
to the productivity of the organization (Samad, 200

In the workplace there is a need for efficient aiféctive leaders and managers who work
together with employees to achieve organizatiob@atives. Organizational success is mainly/ stypng
dependent on the motivation and commitment of epg@e and also their efforts. Job satisfaction is
significant building block to retain the employeffisthe employees are satisfied with their jobritean
that turnover rate will be low i.e. organizatioma@mmitment by the employees will be high. Leaders’
behaviors are connected by enlarged job satisfaetiml work efficiency and with a decreased ratio in
turnover. Leadership behaviors have shown notewordationship with both job satisfaction and
organizational commitment.

**Khurram Shahzad: Faculty of Management Sciences, Riphah Internaftidniversity, Pakistarkshahzad78@yahoo.com

2 Maryam Arif :Faculty of Management Sciences, Riphah Internatitniversity, Pakistan

2 Khansa Hayat: Faculty of Management Sciences, Riphah IntepnatiUniversity, Pakistan
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In the present era the organizations around thieegdoe facing problems and productivity issues.
To cope up with these challenges, leaders arersstjtd be a flexible on their part. Recent crisethe
organizations emphasize on and demand for the ctedrieadership along with the commitment of
employees and managerial staff (Earle, 1990).

The aim of this research is to examine the impadtadership behavior on job satisfaction and
organizational commitment in SMEs in Pakistan. BseaSMEs have less formal rules and regulations
and mainly leaders/owners determine the rules aegdlations to achieve the organizational goalsyThe
set examples for their followers to act. LeaderSKiEs also change the strategies to provide theftben
to their employees. Employees in SMEs are helddiédx business performance goals while working
with fewer resources and impaired budgets. Undeh swnditions it is important to examine that how
and to what extent leadership behavior determinbssptisfaction and organizational commitment of
employees in SMEs in Pakistan.

LITERATURE REVIEW
Leadership

Broadly speaking, leadership is the name of a wtal critical relationship amongst the person
who is leading and the group of followers, towatlde achievement of common goals and objectives
which are pre defined (Bennis & Nanus 1985; Bur®38). It means that there is an active and
communicational relationship amongst the group fafidwers rather than a passive and non directional
one.

Leadership can be defined from personality perspgestand group perspectives. Personality
perspectives show leadership as a combinationemfigpcharacteristics of individuals that enablentito
encourage others to accomplish task. Group perspscay that the leader is the centre of groupgha
and activity and embodies the will of the group Ktdbouse, 2004 p.2).

In this paper, personality perspective of lead@rétais been considered. In personal perspective,
leadership is seen flanked by the leader relatiprestd employee or employees in group.

Leadership behavior

A leader is a key factor in giving and granting @ulinates with the exposure and empowerment.
(Liden, Sparrowe & Wayne, 2000). The leadershipabdr emphasizes on the person who energizes the
group of supporters to work with and follow thedeatowards the achievement of common goals and
future vision which is to be achieved. (Menon, 2001

It is argued by Bartram and Casimir (2006) thatehe a positive relationship of transformational
leadership style/ behavior with employee empowetmé&ransformational leadership is comprised of
empowerment and consultancy with the followers igaaizational decision-making, developing the
potential in the employees, encouragement of enggleyshowing deliberation to the employee related
problems and helps them to solve out, consentdatipporters to imagine vitally and be pleased tabou
their diverse requirements (Avolio, Zhu, Koh & Biaat 2004). A leader is considered to be
following/possessing transformational behavior whefshe distinguishes and appreciates the redults o
team groups and individuals, provides an action plad or strategy, shares information or in othems
removes the communication gap, and also motivatgsayees to achieve the commonly set goals of the
organization.

The mainly significant characteristic that diffetiares the leader subordinate association is the
affective support or emotional intelligence, admiirdtive accountability and job challenge contradte
the followers/ employees. (Liden et al., 2000). Wheorkers perceive that the leaders are supporting,
then the employees take extra responsibilitiesqBoBartram & Casimir, 2007).
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Thus, empowerment , accountability for the resustgpport, consideration, participation in
decision-making processes, effective communicatiwsiruction and the growth of individuals is séid
be the leadership behaviors to facilitate and hedfividuals to work effectively and efficiently dn
directs to employee job satisfaction and orgaromai commitment (Arnold et al., 2000; Conger &
Kanungo, 1988).

Job satisfaction

The layman definition of “job satisfaction” is thiatis a constructive and good feeling about the
features related to job (Locke 1976; Smith etE69). There is a list of determinants which infloes
job satisfaction including the operational circuamstes, job in itself, administration, policies bt
organization in which individual is working, devplbent, compensation, employee-employer
relationships, rewards and acknowledgment, and empog employees (Castillo & Cano 2004).

Association of leader behavior with job satisfactio

Leadership styles are vital in determining the pgdiisfaction of employees working in an
organization. There is a strong association betvileeremployees’ behavioral attributes and thestraiit
the leader who leads the group (Wexley & Yukl, 198Phe satisfaction of employees’ with the job
depends on the working environment within the wtage; this environment is comprised of ambiance
within the organization, behavior of the organiaatil leadership and employee employer association
(Seashore & Taber, 1975).

Workers of an organization are found to be moresfead with those leaders who are encouraging
and sympathetic rather than those who are moreeconed with the task other than employee oriented
(Yukl, 1971). It was found by Wilkinson and Wagr{@#B93) that employees don't feel at ease and don’t
give the best of their efforts with the leader whamot supportive and sympathetic. The followerskwo
more effectively if the leader directs them andvides them support in order to achieve the goals
(Wexley & Yukl, 1984). There is a strong impactle@ders’ behavior on the job attitudes and behavior
of the employees, it also impacts turnover intenbbthe employees if the behavior of leader isatieg
it will lead to inefficiency and will increase “tnover and absenteeism” (Ribelin, 2003).

This shows that leader’s encouraging behavior teadcreased job satisfaction (Appelbaum and
Honeggar 1998) The survey by Menon, (2001) also suggests thaletider's behavior affect positively
on employee attitude towards their jobs i.e. thghéi the job satisfaction. Leader behavior is lthke
positively associated with job satisfaction andpotitand it helps to decrease the absenteeism (Eober
Boss, Wayne, Jason & Goodman, 1999). Scott-Laddl ,e2005) argued that involvement of employees
in decision-making increase the job satisfactiormployees. Thus, as the literature suggestspibea
inferred that:

H1: There is a significant positive relationship beén leadership behavior and job satisfaction.

Organizational commitment

Allen and Meyer (1996) described organizational wwiment as an emotional connection
amongst the workers and the workplace which leadsitds the decreased turnover intention. Allen and
Meyer (1990) proposed a measure of organizatiooaingitment, which is comprised of three major
components: i) “Affective organizational commitmgnt is the commitment type which explains the
emotional association of the employees with theawoization, ii) “Continuance organizational
commitment”, it is about the commitment type whistbecause of the costs which workers correlate by
means of leaving the organization; and iii) “Noriwatorganizational commitment”, it is a sign, fegjs
and emotions of a worker, these feelings are cosmpulto stay with the institution, (Sarmad, 2007;
Ayeni, et al. 2007, Omatr, et al. 2007).
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Association between leader behavior and organizati@l commitment

Organizational commitment is considered to be hilen the employees are optimistic and they
grow and learn with a positive attitude with therlygace for which they work (Opkara, 2004). In arde
to increase the satisfaction and commitment of epgas with the organization, the organizationsdead
need to develop effective plans and strategiedekléo motivation and retention of the employees.
Supportive and instrumental leaders influence thegamzation commitment of employees
(Djibo, Desiderio & Price, 2010). Agarwal, DeCadad Vyas (1999) also confirmed that relationship
exists between leadership behavior and employeemnitment to the organization. Following
hypothesis is inferred from the above mentionedtditure:

H2: “job satisfaction is positively associated witlganizational commitment”.

Job Satisfaction

Leadership Behavior

Organizational
Commitment

METHODOLOGY
Participants

The participants include employees of private snaadtl medium size organizations from
manufacturing and services providing organizatioiakistan. The population includes employees from
both management and non management level. A 16tilquestionnaires were distributed however 96
were received back.

Measurement and Scale

a) Leadership Behavior
In the present research, leadership behavior bealdeen used which is comprised of 13 items,dhle s
has been adapted from Harris and Ogbonna (20013. mibasure is considered to be a good quality
measure of subordinate's view of leadership styte lehavior (Harris and Ogbonna, 2001). This scale
helps to classify the leadership behavior as “pigdtive (5 items), supportive (4 items) and dineci{4
items)”.

The targeted respondents were asked to explaitesigership behavior of their leader. The seventpoin
Likert scale was used, ranging from “strongly afjnesdued as a “1” to “strongly disagree” valuedas
“7".This scale was used because of ‘reliability aradidity’ of answers (Churchill and Peter, 1984).
Cronbach’s Alpha of leadership behavior is founded.767.

b) Organizational Commitment
In this research, the “11-item Affective Commitm&dale (ACS)” of (Allen and Meyer, 1990) is used to
measure the commitment of organizational commitreéemployees.
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The questions were supposed to measure the resmdneeployees towards their organizational
commitment. The seven-point Likert scale was usadging from “strongly agree” valued as a “1” to
“strongly disagree” valued as a “7”. Cronbach’s Wdpof organizational commitment is found to be
0.735.

c) Job Satisfaction
In this study, 5-item measure of job satisfactias been adapted from Wright and Cropanzano (1998).
The seven-point Likert scale was used, ranging ftetrongly disagree” valued as a “1” to “strongly
agree” valued as a “7”. Cronbach’s Alpha of johsfattion is found to be 0.899.

Procedure
Data was gathered through personally administenedtipnnaire.
FINDINGS

The characteristics of participants are given ibl@4d..

Table 1: Characteristics of Participants

Item Category Percentage
Age 30 years and younger 35%
31-40 40%
40 years and older 25%
Gender Male 93%
Female 07%
Quialification Up to grade 12 00%
Diploma and degree 30%
Postgraduate 70%
Years of service | Less than 5 years 65%
6-10 years 13%
More than 10 years 22%
Industry Manufacturing 15%
Services 85%

The demographic information is not used in the gmestudy to find the impact of leadership behavior
The purpose of table 1 is to show work of respotwiém have better understating their responses. As
Table 1 indicates, a good amount of employees (%08s)older than 30. More males (93%) as compared
to females (7%) contributed in the research. Thik lmi employees (70%) had post graduation
credentials. The 22% respondents had more thard® pf service, and 65% had less than five ydars o
services.
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Table 2: Correlation Matrix

J_S L B o_C
Pearson - -
Correlation 1 548(7) | .552(™)
J_S Sig. (2-
tailed) . .000 .000
N 96 96 96
Pearson o o
Correlation 548(7) |11 544(7)
L B Sig. (2-
tailed) .000 . .000
N 96 96 96
Pearson x "
Correlation 552(™) 1.544(") |1
o.C Sig. (2-
tailed) .000 .000
N 96 96 96

** Correlation is significant at the 0.01 level {@ied).

The correlation matrix (see table 2) indicates thatb satisfaction is strongly correlated with
leadership behavior in Pakistani private organoretii.e. 0.548**, at P<0.01. This shows that ifdees
behavior towards their employees is cooperative aod dominating then employees will be more
satisfied from their jobs. Hence first hypothesisupported.

Similarly organizational commitment is also sigadintly correlated with leadership behavior i.e.
0.544* at P<0.01. This shows that leader's behayiays an important role in organizational
commitment of employees. If leader’s behavior isifiee towards their employees then turnover raté a
absenteeism will decrease. As a result organizatioommitment will increase. This proved the second
hypothesis.

Table 3: Regression result of Job Satisfaction

Model Standardized t Sig.
Coefficients
Beta
1 (Constant) 6.418 .000
LB .548 6.353 .000
n = 96, R square = 0.300, Adjusted R Square = 0.29340.366, sig. = 0.000, P<0.01,
Dependent Variable: J_S
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The result of linear regression analysis show tind,study causes 30 percent of variance as tlue vd

R square is 0.300. But the adjusted R square 830which shows that 29 percent variation in job
satisfaction is explained by independent variabb is leadership behavior in private organizations
Pakistan. F value of 40.366 shows the model effec@ss and showed that model is good fit.

Table 4: Regression result of Organizational Commitent

Model Standardized t Sig.
Coefficients
Beta
1 (Constant) 10.193 .000
L B .544 6.287 .000

R square = 0.296, Adjusted R Square = 0.289, F.5289sig. = 0.000

Dependent Variable: O_C

Table 4 shows the regression result of organizatioommitment. This table shows that this proposed
model causes 29 percent of variance as R square i&a0.296. But the adjusted R square is 0.288twhi
shows that 28 % disparity in organizational commitinis caused by independent variable that is
leadership behavior in private organizations ini§tak. F value of 39.526 shows the model effecgsn
and showed that model is good fit.

DISCUSSION

The intent of this research is to test and searghtlte impact of leadership behavior on job
satisfaction and organizational commitment in gevaector employees of Pakistan. According to the
statically results of the study attained throughredation and regression analysis, it is found {loat
satisfaction and organizational commitment are tp@dy and significantly related with the leadegshi
behavior in the private organizations of PakistEme results predicted the hypothesis and it caimflee
that leadership behavior is a vital determinantroployees’ job satisfaction. The results of oudgtare
in consistence with the conclusion of Scott-Laddlef2005) and Menon (2001).

Secondly the correlation and regression resultrghmizational commitment shows that there is
positive and significant association between lestuprbehaviors and commitment of employees towards
the organization. Which supports the second hyighand it can be inferred that leadership behasiar
vital determinant which determines the organizati@mommitment of employees. If the leader attitiede
supportive in private organizations of Pakistanntlitewill lead the employees towards an increased
organizational commitment and as an outcome ofthtigigurnover intention will decrease to a remaléab
level. These findings are supported by Scott-Ladal.€2005) and Konczak et al. (2000).

CONCLUSION

The rationale of this research was to investigag¢eimpact of leadership styles and behaviors on
the employees’ job satisfaction and commitment wille organization in Pakistan. There is a
considerable amount of research conducted in thid but no one has focused on private sector of
Pakistan. From the finding of this paper we canchate that leadership behaviors are positively
associated with job satisfaction and organizatioc@ihmitment. Workers with higher level of job
satisfaction are a critical resource for the pelsabwned organizations operating in Pakistan. &toge,
leaders should create the environment where peapldoe more productive and contribute positively in
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the productivity and performance of the organizatibeaders are very critical and key role player in
getting and retaining the job satisfaction and pizitional commitment.

Thus leaders should be supportive and communicatwerds the needs of their employees.
Leaders should provide time for the developmertheir employees. In order to achieve organizational
commitment and job satisfaction of employee’s, &gadshould pass on power, empower the employees
responsible for results, and give confidence tto¥etrs and be concerned with the problems andnigeli
of the followers, improving communication and downtop approach of decision making, information
sharing, and training and mentoring of individuals.
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ECOPRENEURSHIP AS AN ETHICAL CHALLENGE

Ulas Cakaf®, Ozan Nadir Alakavuklaf

Abstract

The accelerated pace of the current ecologicaligris pushing the current definitions of business.
There is an increasing need for green managememproaghes. But some sectors and some
organizations’ present activities are harming eowiment as a result of their nature. For this
purposes, ecopreneurship is providing new oppotiesifor making new business definitions and
establishing new businesses based on green prasciphis study aims to provide an in-depth analysis
of the ethical aspects of ecopreneurship. Becaws®, the concept's popularity increases
ecopreneurship is facing an increasing ethical tvade that is a threat to transform the concept int
a greenwashing practice. A theoretical approach b used to reach the ethical foundations of the
concept and dilemmas that arise from them. Ethioahdations of the concept will be evaluated
according to environmental ethic approaches. Aseault of this analysis this study will provide
results that can help to protect the ecopreneurftam showing management fad characteristics.

Keywords: Ecopreneurship, Green Management, Enviesrtal Ethics.
INTRODUCTION

Today humanity is facing a major ecological criéigen though there are some groups trying
to deny the presence of the current ecologicaliscrie reality of crisis is widely accepted
(Shrivastava, 1995, Smith, 1993). But the receisiscrs not something that can be dealt with just a
simple recognition of the truth. The acceleratedepaf the current ecological crisis is pushing all
the society for new approaches to life and econdd@cause of the vital role it plays in modern
society, business field is the main concern of mapgroaches. Business is providing and at the
same time destroying a great amount of resournehel last decades, basic definitions of business
have been greatly challenged. The present buspagasigm is not ecological friendly. And it's not
just a matter of simple incompatibility. This isngatter of core conflict. The basic nature of the
business activities is challenged, so managemertepd needs to be redefined.

Green management is an approach that aims tol ftlif8 need. Mainly inside the green
management approaches, there are many approachesngooving the status quo of the
organizational activities. But there is a critipabblem in such green management approaches. They
are affected by the dominant paradigm of envirortalethinking. Ecological system and its
elements are seen as an asset that faces ris&ti@it(Tietenberg, 2004). As the ecological systems
are pushed to their limits, this mentality is nabegh to remedy today’s problems, contrarily it's
making some problems to get deeper (Perelman,2003).
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IS THE ECOPRENEURSHIP A PANACEA?

Ecopreneurship is an issue of green managementdhnaéenable to grasp the new reality. It is
basically seen as an enterpreneurship with envieomah view. Even though there are some basic
issues that are parallel in ecopreneurship, ther@ot a common terminology that is agreed
upon(Clifford & Dixon, 2005). So we will examinedlbasic issues that make ecopreneurship. As a
part of green management approaches, ecoprenearshgn objective and tool is maintaining
sustainability. Because some sectors and some ipagi@ms present activities are harming
environment as a result of their nature. For thigposes, ecopreneurship is providing new
opportunities for making new business definitionsl @stablishing new businesses based on green
principles (Schaltegger, 2002, Schaper, 2002, D&d@lifford, 2007). That's because, in the long
run, there is a need for real ecological orgaroretithat can answer the dynamic conditions in a
responsible way. To obtain this result, organizegibave to go beyond the current paradigm and
organizations have to transform (Bucholz, 1993, |dBaiti, 1995). Ecopreneurship provides a
chance of ecological initiative and new organizagidhat are truly ecological. At the heart of this
issue there is sustainability. Sustainability isdzhon the principle of consuming resources in such
responsible way that we don’t destroy future geimmma’ chance for using those resources
(Welford, 1995) As the scope of the ecopreneurshithis wide, it can’'t be thought independent
from economic and social realities (Schlange, 200% the ecological crisis increases, the
popularity of ecopreneurship increases. But itasirffg an increasing ethical challenge that is
threatening to transform the concept into a greshwa practice (Newton & Harte, 1997).

Originally the ecological activities are seen agbpgm making issues (Fineman, 2001, Gallarotti,
1995). Or in the case of growing economies they lmageen as unattractive because they don't
seem to offer competitive and economic advantagestéki, 2002). To deal with this negative
conception and also increasing popularity of thapproaches, there are green and competitive
strategies. There is a great emphasis on the éiceerty and eco effectiveness, and energy use
efficiency and maximization. Even though they sdemrovide chances for widening the scope of
the ecopreneurship, they can result in the misqaiwe of the ecological challenge as a matter of
efficiency. Also there is an issue of practicalitgs easy ecological problems are solved,
environmental challenges are becoming more comaiek costly, regulations are destined to put
more ecological costs and new ecological policies affering new challenges( Walley &
Whitehead, 1994). A reductionist approach of cotre¢ing on the efficiency and effectiveness
won't be appropriate. Another problem may arisenfrconcentrating too much on the innovation
factor of ecopreneurship can result in seeing tudogical issue as a challenge that can be met with
technological improvements. These kinds of popajggroaches, undermines the unique nature of
ecopreneurship and threatens it to turn into amattemagement fad. So the usage of the attractive
concepts of present paradigm causes legitimacyrmeswrong practices or ends in some factors
deviating from their original paths (Jennings arahd@ergen, 1995). So there’s a need for a new
expression of the environmental truth (Starkey @rathe, 2003, Prasad and Elmes, 2005).

FALLACY OF CONVENTIONAL WISDOM & ECOPRENEURSHIP

In order to prevent the risk of becoming a subfgc green washing, management has to adopt
green values. But these green values have to comiaie than the conventional wisdom of ecology
and economy relationship. First of all, the dominuman belief in possibility of finishing one
source than shifting to an alternative source t@at meet the same need has to be eliminated.
Because current economic crisis is challenging ihise assumption. In the present situation there
is not a sustainable relationship between natudesagiety (Foster, 2002) Dominant consumerism
in the developed world and developing world’'s stylegfor reaching consumerist ideal is exactly
contrary to natural world’'s life models (Gardner &1, 2004). Because of the dominance of
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economic development approach, humans aim to oimgghinstead existing (Fromm, 1990). This
approach is threatening the very existence of thiddxand human race itself.

Even though there is an increasing awareness ofommental issues, this was not enough to
change the basic nature assumptions of westerrdwbhle dominant paradigm of seeing humans
separate from nature and belief in the priorityeocbnomic development is still too strong. The
nature is seen as a field of conquest, usage astogmg. This kind of approach will result in
humanity to face an existence struggle in a desttayorld (Plumwood, 2004). The present crisis’
characteristic is pushing the humanity to challetlge dominant paradigm. The challenge is so
great that it effects all organizations. Organmadi beginning to use a greener language is showing
that a change process has begun. But ecologicabagp has to be as a part of organization’s very
existence. An ecopreneur has to make holistic iiefivs that grasp the width of the ecological
concepts. Ecological surprises are an importariterige that needs mentioning at this point. Even
though ecological systems are comparably stabledal and limited changes, when they pass a
certain threshold of change, they can be completeBnged (King, 1995). This complexity is
providing an existential challenge for the curremganizations. But it provides a chance for the
ecopreneurs, as it provides a new world with neancks of enterprises. But at this point it shall be
pointed out that ecopreneurship has to struggldgocome an approach beyond the classical
entrepreneurship definition.

Entrepreneurship has always been represented dsus tx machina” that would bring new
ideas to the field and provide a progress to thetae business area. A heroic personality myth is
created mostly represent dominant, rational, ElanpeAmerican male model (Bull and Willard,
1993; Bygrave, 1993; Fondas, 1997; Van de Ven, 1888 would overcome any kind of problems
and obstacles. Such an approach to entreprenewshifdl not be considered free of ideology or
free of values, accordinglconventional entrepreneurship theory is justifiedterms of its appeal
to a free market system, the capitalist state aridnd of utopian goal of economic freedom for
everyone”(Ogbor, 2000; 609). Keeping in mind that charastes of entrepreneurship discourse,
today, businesses need new legitimization toolsrewvd opportunities in order to react the demands
of society regarding natural environment and glowarming. So, ecopreneurship is facing a
problem of becoming tool of such a legitimizatiomogess. If this can't be prevented,
ecopreneurship will combine the conventional disseuof entrepreneurship with a shallow
discourse of green management.

“Ecopreneurship” as a discourse or as a new repiaien might be assumed as a new toy of
capitalism that would tame the nature and the legsimelationship. Today, it is very common that
the criticisms are taken into consideration not fas re-arrangement or correcting the actions, but
also to use the criticisms as a new way of instntalerationality. The new spirit of capitalism
(Boltanski & Chiapello, 2005) uses instrumentallythe representations or discourses that might
seem against itself in order to absorb them aneéfiiehem as commodities. The phenomena that
are part of irregularities, that would create dissrare now expected and used as new tools as long
as they are tamed and commaoditized. Today, if tireeeedemand from the corporations to respect
nature then we have green management, if therehlisllenge regarding the role of the entrepreneur
regarding using the resources then we have ecapsdnp. The management concepts and the
language of the business are so adaptive t@dlitgeistthat shows the pragmatist nature of them.
Obviously all these approaches in management atepestrumental rationality (Alvesson, 1985)
with the expectations of performativity that wollldng good corporate image and in the end profit.
All these formations or discourses would not nemelgsbe evil to the society; however, it is
important to see what lies beneath. Whilst the sbyreen) entrepreneurship is blessed, the nature
of the corporations in the society or the powerepbal of them over society should also be
discussed. So in an ecopreneurship activity, $8aeis such as poverty, population increase and
their effect on environment shouldn’t be ignoredah ecopreneur only concentrates on his/her
individual production and the situation of the eowment that is close to organization, he/she fails
to grasp the nature of the ecology issue. And thi$ result in a human centered shallow
environmentalism.
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DEEPER UNDERSTANDING OF ECOLOGY

What can be used instead of this human centeréldwhenvironmentalism? Ecopreneurship has
to develop deeper ties with the contemporary gmgliosophical approaches, such as animalcentric,
biocentric, ecofeminist or deeper ecology that \dopkovide a variety of deep and ethical
approaches to the environmental challenges. Grpproaches offer to see beyond the shallow
definitions of truth. There is an intrinsic value the things outside humans. This is an important
distinction because without understanding of thigirmprinciple, the matter of ecological
approaches can be seen as a function of theinextivalues such as their utility. It may be argued
that concentrating on the extrinsic value can hesvadvantages but the problem is definition of thi
extrinsic value is a matter of human existenceabse ecological system is not based on the godlike
powers of humanity. Ecological systems are baseseositive balances of the biological elements
of the world. Each environmental ethic approachvigies ecopreneur an understanding of a
different aspect of the ecological existence. Taey to go beyond the present economic structure
and try to change it for the sake of the environm&hey became beyond analyzing processes and
results, they also examine the socio-economic afitigal systems that forms these processes (Sim,
2006) The aim in this examination is the reuniting human with the natural factors and curing the
alienation between them. A holistic value systesrméeded. Human society and its economical
constructs can't be identified as separate factors.

Animalcentric approaches are concentrated on thiénsic values of animals as a part of
ecological system. They provide an ecopreneur waithunderstanding of the animal life being
affected by the activities. The animal life beirfteeted isn’t limited to industries using animats a
resources, such as meat and dairy. The main ssopd the animals that are affected by the
activities. As most of the animals have no way xgressing their problems in this interaction, we
really need to look from their perspectives. Biddenaspect examines even a bigger group, it
contains of all the biological things that are im ecological system, being alive is enough to be
taken into consideration. These approaches prabigentrepreneur a better understanding of the
interaction of flora and fauna in an ecologicaltegs This holistic understanding can provide
ecopreneur with a real evaluation of the surrougpéinvironment. By this, ecopreneur can be seeing
green opportunities beyond the shallow talk ofrir@n stream greening jargon. And ecofeminism
can provide an understanding of both ecology aneh&as revolting elements to the current social
paradigm of the culture that dominates women angd@mment.

All these approaches are important because theyderan efficient tool to identify the nature’s
situation. As ecopreneurship is covering new grooungide of the traditional management thinking,
we do need a deeper understanding of these nemrdds facing us. Among this approaches, deep
ecology provides a main tool. It still has to bemarted from insights from the other approaches but
the content and philosophy of deep ecology makasnain tool. A deeper ecological understanding
is required so that human and his/her existencebearedefined in an ecological holism. Only then
the dualism between human and nature can be rdpairel this is the real ecological
entrepreneurship challenge. Accordingly, for tlinset the enterpreneurial challenges lay beyond a
classical understanding of business. By gainingepdr understanding of the nature and human
relationship, we can hope to protect the ecopresiuifrom becoming an issue of management fad.
This way, ecopreneurship can reach the new frantieentrepreneurial activity that it shall explore
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AN EXPLOTARY RESEARCH ABOUT SUSTAINABLITY OF TURKIS H SMEs

Mert Giinerergiff, Ela Burcu Ucef® Sebnem Penbée¥, Feride Deniz Zaptcigu®®

Abstract

SMEs are and will be crucial players in any econoiyey provide jobs, produce goods and
services, make exports, pay taxes and contrib@tie tbgions development.Turkey vitally needs
SMEs to foster and activate its economy. Thus thaicess and stability are critically important
and therefore the priority should be given to theritication of the problems they face and
working to solve them. The present study aimed &keman indepth research in the
“sustainability” issue by using an “inner perspé@a”and asking the owners of selected SMEs
about their problems and advantages regarding soatality.

Introduction

SMEs are and will be crucial players in any econ@sythey provide jobs, produce goods and
services, make exports, pay taxes and contribwie tbgions in many other ways. Turkey -a
country with a large population of youngsters antgthe market of employment every year, a
country with noticeable amounts of national deldt an export-import imbalance, a country of
wide spread tax frauds- vitally needs SMEs to foatel activate its economy. Turkish SMEs are
major players in the national economy: they arebilggest employer of the country, they are the
major tax payers and they have crucial contribtitm regional economies and development.
Thus their success and stability are critically amgnt for the governments as the organizations
that meet the needs of the present without comiagithe ability for future generations to
meet their own needs will foster economies (Shaamd Henriques, 2005). Knowing the
problems they face and working on solutions shd@dimong governmental priorities. Such an
important topic also attracts academic attentibaere are a number of academic studies focusing
on the problems of these entities and one of tiposklems is sustainability. The present study
aimed to take a deep look in the “sustainabiliggue by using an “inner perspective”, by asking
the owners of a number of selected SMEs their prabland advantages about sustainability.

Corporate sustainability has various definitionsthe literature. Dyllick and Hockerts (2002,
pp.131) defined CS (corporate sustainability) aséting the needs of a firm’s direct and
indirect stakeholders (such as shareholders, erefyclients, pressure groups, communities
etc), without compromising its ability to meet theeds of future stakeholders as well. Another
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definition is “... a company’s activities - voluntaby definition -demonstrating the inclusion of
social and environmental concerns in business tipasaand in interactions with stakeholders
(Marrewijk and Werre, 2002, pp.1)

As can be understood from the definitions, corporstistainability is not a single faceted
concept, it has three dimensions: economic, sacidlenvironmental and success in one of these
dimensions is not enough for long run sustaingbiliGladwin et al, 1995a)Economic
sustainabilitymeans a firm having enough cash-flow to guarahtgesdity besides a satisfying
return to shareholders, whereas/ironmental sustainabilitsequires the firm to have a positive
ecological impact by protecting natural resourceg # trying to preserve the balance of the
eco-system. The last dimensieacial sustainability (also called socio-efficienoy Figge and
Hahn,2001)involves contributing the community by a positisecial impact: by many means
such as adding value to the human capital (Dyliok Hockerts, 2002). The main point where
the concept of sustainability diverts form the gahenanagement theories is that the first one
does not see economics as the sole indicator gesacit includes the environmental and social
concerns as well.

METHODOLOGY

Among many other studies regarding sustainabilftyrarkish SMEs, this study differentially
aimed to identify the problems that they face alsudtainability from the perspective of the
owners. Owners of 55 SMEs registered to chamblersdastry and commerce of their region
were asked to list the problems and obstaclestiaeg about the sustainbility of their enterprises
and also the advantages they enjoy. This methodcthvasen in order to obtain an inner look to
the sustainability issue.In the following phaseshaf study, a questionnaire will be prepared by
utilising the results of the initial study and wile conducted among SMEs of the selected 38
cities. The final results will offer a bigger pictuof the sustainability problem, the obstacles
faced by SMEs and the points of strenght. Thisah#tudy provided the main issues named as
problems and obstacles as well as the advantagé® lmyvners of the selected 55 SMEs.

The aim of the paper is to investigate the majotdis of sustainability in Turkish SMEs. The
major challenge of applying a suitable measurertaitfor the sustainability was the uncritical
transfer of scales developed for large organizatiotm SMEs. The pretest of widely used
sustainability measures such as Dow Jones Susilgynéidex indicated that the majority of the
phrases defined in the scale were not suitableTtokish SMEs. The main reason for this
disparity is the primary application of these ssaamong the multinationals of developed
countries rather than SMEs. Secondly, all theskes@ae used to report the sustainability criteria
for large companies in developed countries andrduks defined in these scales are fall short of
explaining the external and internal environmeti¢galtors of developing countries where the
majority of industries are composed of SMEs.
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Therefore in the first round of the study (betwedamnuary-June,2010) we developed a
guestionnaire composed of two open ended quedtian&nables the respondents to write down
the difficulties they experience and advantagesy thave for the sustainability of their
organizations as an SMEs in Turkey. The questioasaivere developed to 70 SMEs that
represent the major industrial region of Turkey rehthe majority of SMEs are operating in. The
items are listed from the broadly repeated to leageated reasons for both questions and 11
questions (6 for difficulties of and 5 for advargagf sustainability) that represent the 75% of
the all answers are chosen for the second rourtvéba September,2010-March,2011) of the
study. The selected answers are then transforntedib point Likert Scale where 1 stands for
“Strongly Disagree” and 5 for “Strongly Agree”. Tli@al version of the questioners are than
distributed to 400 Turkish SMEs which are randosdyected and 165 usable questioners are
collected back for the analysis. The “Statisticatkage for the Social Sciences, 15" (SPSS) is
used for the analysis of the results.

FINDINGS

A total of 274 questionnaires were received (withO8% response rate), from different regions
of Turkey. The regional distribution of the sami@esummarized in the Table 1.

Table 1. Regional Distribution of the sample

Central Anatolia
B Black Sea
Marmara

%16,8 B Aegean
B Mediterranean
%13,5

Sample Distribution %23,0
{N:274)

According to the findings of first phase of thedstuthe major difficulties that Turkish SMEs
can encounter while they try to manage the sudtdityeof their operations were determined as:

* The difficulty in finding “qualified employees”,

» Unfair competition due to lack of government cohtro
* Problems in institutionalization process,

» Lack of goverment support,

* Financial difficulties,

The major advantages that Turkish SMEs can encountele they try to manage the
sustainability of their operations were determiasd

* Being a family business,

* The organizational structure that support quickgies making,
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» The ability of quick intervene in organizationabptems,
e Harmony at work,

* Quick response to industrial changes,

After determining the difficulties and advantagdsichh Turkish SMEs can encounter in order to
manage their sustainability, the second phase @fsthdy is conducted. The means of the
disadvantages were analyzed and results preseniable 2.

Table 2. Means of Disadvantages Distributed Acewdo Regions

. . Lack of . .
: Qualified|  Unfair . . Financial

Region ... _|Instutionalization Government ... -
Labor | Competition Difficulties

Support
Agean 3,95 3,79 4,00 4,00 4,03
Mediterranean 4,26 4,16 3,56 3,77 3,73
Central 1 4 54 3,48 3,81 3,52 3,70
Anatolia

Blacksea 4,24 3,86 3,65 3,24 3,65
Marmara 4,17 4,04 3,80 3,80 4,02

Total 4,16 3,85 3,78 3,70 3,83

It is observed that “The difficulty in finding “qlihed employees” has highest mean and it can
be assumed as a major disadvantage of SMEs agja@nssustainability.

The means of the advantages of SMEs toward subthindas been presented in Table 3.

Table 3. Means of Advantages Distributed Accordm&eagions

. . . Rapid
. Beln_g a Ra_pl_d Rapid Harmc_)mc Adaptation to
Region family | Decision . Working .
. I . Intervening o Environmenta
business Making Conditiong
Change
Agean 3,64 3,98 3,88 3,73 3,56
Mediterranean 3,37 3,97 4,11 3,81 3,76
Central 357 | 4,08 3,90 3,75 3,83
Anatolia
Blacksea 3,24 3,78 3,95 3,76 3,49
Marmara 3,67 3,89 3,98 3,76 3,78
Total 3,51 3,96 3,96 3,76 3,69
CONCLUSION

The preliminary results indicated that the majontfythe SMEs in our sample agree on the
difficulty of hiring qualified employees who willantribute to their sustainable development and
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unfair competition due to lack of government cohtiOn the contrary, “Being a Family
Business” is indicated by the majority of the SMdSsan advantage to provide sustainability of
thier operations. Beside this “The ability of quigkervene in organizational problems” is
mentioned as an advantage of being a small busamemprise in most of the regions in Turkey.

This study will proceed with the contribution of &8l from eastern parts of Turkey. The results
will be presented with a final paper which will lnde managerial implications for Turkish
SMEs about their sustainability,
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THE ROLE OF RENEWABLE SOURCES IN TURKISH ENERGY SEC TOR: IMPACT
ON NEW VENTURES

Mehmet Efe Biresseliogft, Gonca Gunal

Turkey’'s energy consumption is low relative to ysung, rapidly urbanizing population. In
Turkey, energy consumption has risen rapidly assalt of the economic growth experienced in
recent years, in common with many other develogiogntries (Yesin, 2005). Accordingly,
ensuring sufficient energy supply to a growing exuog remains top of Turkey’s agenda. While
energy consumption is increasing, Turkey is becgmimcreasingly dependent on imports.
Related to the dependency, Turkey is suffering ftbeneffects of the climate change, economic
problems and lack of diversification. These all significant threats to Turkish energy security
which therefore has become a greater focus of taitethan market reform or environmental
protection. This does not mean that the Turkishegawent has neglected the other factors, but
security of supply and diversification has takemary concern (Yildiz, 2010). Turkish energy
policy is developing into a multi-dimensional oregnsidering the primary goals of energy
infrastructure investments, affordable energy andtasnable energy growth (DPT, 2009).
Accordingly, these considerations have tended ¢tmnpte renewable energy in Turkish energy
policy. Renewable energy resources appear to beobrike most efficient, indigenous and
effective solutions for clean and sustainable eneatgvelopment in Turkey (Biresselioglu,
2011).

Given this context regarding renewable sourcesethre strong social and institutional elements
that push towards greening. These elements crggirtonities for innovative entrepreneurial
firms and require existing firms to adapt to a aiag business environment. Within this
framework, entrepreneurship plays a role that dep@aom its conventional status. Although
many scholars have proposed and supported the thatw entrepreneurship contributes to
economic growth, job creation, increased produistiand technological innovation (e.g., Acs &
Audretsch 1988; Baumol 2002; Hayton et al. 2002pgfr et al., 2006; Schumpeter, 1934;
Wennekers & Thurik 1999), the underlying assumpiimmost studies was that it was also a

source of environmental degradation and a tradebetfveen environmental and economic
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goods. However, recent research argues that v im@ore a zero-sum game where nature loses
all the time and they coin terms such as enviroriateentrepreneurship (Anderson, 1998),
sustainable entrepreneurship (Dean & McMullen, 2@G0W enviropreneurial strategies (Menon
& Menon, 1997) to refer to enterprises providingmgy technologies and services that reduce
environmental impacts, are socially acceptable, eem be economically competitive. These
firms evaluate environmental degradation as an ppity for new value creation and integrate
environmental purposes into a venture, thus caming to sustainable development. The
Turkish context provides an opportunity for new tueas since there is growing demand for
renewable energy due to rise in energy prices Isecafl finite reserves of oil and gas, lower
costs for clean energy technology, climate chamgkeather environmental concerns, changes in
energy industry structure, security of supply censeand governmental policies providing
subsidies. Thus we see newly formed units of estadd firms such as Enerjisa, Akeneriji, Zorlu
Enerji and Ko¢ Enerji Grubu as well as increasiogeign investments in the field. These
ventures are contributing to environmental sustality while maintaining their profitability.
However, it should be noted that, although a groimtldemand is expected in the following
years in the renewable energy sector, the new kentmnay face challenges of an emerging

industry since it takes 2 to 50 years for an inguist stabilize (Klepper & Graddy, 1990).
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