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Abstract

The effects of globalization on the operations of the enterprises are inevitable. Especially SMEs in developing
countries have been highly affected by the competitive environment which has been intensified in parallel with
the recent trends of globalization. For this reason, it is important to consider the factors affecting/improving the
operational performance of SMEs when adapting themselves to globalization. Therefore this subject has been
studied in this article. Data obtained through a survey on SMEs in a developing country, Turkey, reveal the
effects of globalization on the operational performances. Findings show that different aspects of globalization
such as competitive intensity, technological change, cost pressure, and new opportunities, affect different aspect
of operational performance, namely quality improvement, cost reduction, flexibility, speed of delivery.
Managerial and further research implications are forwarded.
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1. Introduction

After 1980s, the fundamentals of globalization may be regarded as the increasing speed of innovations and
changes in especially electronics, communications and information-processing technologies; the liberalization of
international trade in goods and capital markets; and liberalization of politics (izmirlioglu, 2000). Many
developing countries including Turkey entered to the liberalization process with the lead of globalization. Turkey
which had largely become open to global competition and liberalization since 1980s, made a Customs Union
agreement with the EU in 1990s. Furthermore, Turkey has, as a member of the World Trade Organization,
accepted the requirements of global competition.

SMEs firstly suffered from the global competition they faced, but then those SMEs which could be able to adapt
and survive, succeeded to benefit from the opportunities worldwide. Under the intensive competitive
environment created by globalization, SMEs undertake a crucial function in point of the national economies’
development and protection. In the developing countries such as Turkey, SMEs have a considerably effective
role in the development process of national economies and the protection against the negative effects of the
global competition especially based on their employment facilities and their flexible structure reacting rapidly to
environmental changes (iraz, 2005).

This study deals with the effects of globalization on the operational performance of SMEs in a developing
country Turkey after the decades of liberalization and globalization. The following chapter begins with a
discussion of the effects of globalization based on the recent literature. After that, the aspects of globalization
and its effects on operational performance are discussed and then hypotheses are developed based on the
relationships among them. Finally, correlation and regression analyses have been conducted and comments have
been made on the findings.

1.1 Aspects of Globalization

While globalization provides a variety of benefits and certain “positive aspects” for enterprises, it also has
“negative aspects” as it presents risks (threats). The basic issue of globalization in affecting domestic enterprises
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is that any other firm anywhere in the world may produce a cheaper or higher quality product or service without
encountering any obstacles and put it on the market for customers to access. Having a challenging effect on
competition in a number of ways, globalization evidently changes and transforms both market and organizational
structures. We may list the reasons why globalization forces the market and enterprises to transform as follows
(Erkan & Eleren, 2001):

-Global liquidity of capital;

-Increased product diversification;

-Globalization of the market leads free circulation of goods to a higher extent;

-Customer expectations becoming more universal and this causes improvement of the product quality;
-Easier and cheaper transportation of raw materials, finished products and semi-finished products;
-Easy technological transfer; accelerated access to information;

-Increased efficiency and performance as a result of modernization of production techniques;

-Necessity of organizations to restructure into the form of multi-national and global enterprises as a result of
increased foreign investments;

While the flow of financial capital has been liberalized and spread over different regions since the 1980s, a
considerable real that “excess production” and “extreme competitive environment” were seen in the 1990s. As
the globalization process has put enterprise in competition not only with its local rivals but also other
competitors in other countries, competition has gained an international aspect. As a result of increased
international production and trade worldwide, there is an opportunity for producing and selling new products
constantly and participating in new markets, global production and supply chains along with the globalization of
production (Aykag, Parlak, & 0 zdemir, 2008). Adaptation attempts to the rapid improvements in the production
and distribution technologies create, on one hand, an increase in the investment costs, but on the other hand, they
help firms be more effective and efficient (Yesil, 2010). Beside efficiency concerns, excessive global
competition creates pressure on the costs of the production and distribution inputs and production processes.
Technological development in tangent with globalization provides companies with a new marketing opportunity
called “electronic commerce”. This new method allows operations such as production, promotion, sale, purchase,
distribution and payment for goods and services to be performed via a network of computers, bringing a great
number of opportunities to enterprises. In particular, the increased speed of technological change forces
enterprises to adapt to innovation, change and transforming the market. Furthermore, enterprises are now
required to implement fully, and in a timely fashion, the internal changes they need to make in order to adapt
themselves to these technological changes.

The important factors therefore concerning the effects of globalization on enterprises include Intensity of
Competition, New Opportunities, Speed of Technological Change and Cost Pressure.

1.2 Hypotheses of the Relationship between the Globalization Effect and Operational Performance

Operational performance may be expressed as the use of differentiated skills of the operational functions of the
enterprise in relation to rivals, in order to gain competitive advantage (Swamidass & Newell, 1987). Key factors
in increasing operational performance are Cost, Quality, Flexibility and Delivery Speed. Various studies have
been made on the relationship between environmental factors and operational process & performance. Among
them, the theoretical studies carried out by Swamidass and Newell have put forward that environmental
dynamism has an important role in the relationship between the operational and general performance. The
studies carried by Ward et al. have showed that globalization increases dynamism in the environment, obliges
firms to differentiate and when correctly adapted to the conditions of globalization, operational processes can
increase operational performance (Ward et al., 1995, Ward et al., 1996). Now we examine the effects of the
intensity of competition, speed of technological change, cost pressure and new opportunities, which have been
selected due to their significance as the sub-components of the globalization effect, on the operational
performance.

1.2.1 Effects of the Components of Globalization on Quality Performance

According to Das et al. (2000), international competition together with quality practices increase customer
satisfaction so this causes increase product quality and its performance, (Quality performance is a combination of
customer perceptions about products and services’ quality, decreasing number of product returns from buyers,
defects, discards, reworks, etc.) and reduction of the price. Therefore where there is intense competition,
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performance is one of the most important tools. With the expectation that there is a regular relationship between
perceived competiveness and quality performance, we develop the following hypothesis.

H1la: Perceived Intensity of Competition increases the quality performance.

Starting with the Japanese companies and affected by others have adapted technological innovation to their
production processes and supported them with new management techniques in order to turn current opportunities
to their advantages and/or gain new opportunities. Now these enterprises have competitiveness with respect to
the factors of quality and low cost in the market. (Sayli, 2012). Those firms that try to utilize the new
opportunities they observe should improve quality levels of their outputs. With the expectation that new
opportunities will lead to increases in quality, we put forward the following hypothesis:

H1b: Observation of New Opportunities increases the quality of performance.

Technology and quality standards are improving continuously together. Technology along with conditions and
requirements bring different dimensions to quality. Quality becomes a dynamic characteristic in its nature and
develops and changes in line with consumer requirements. Only in this way can organizations adapt themselves
to the changing and developing enterprise environments (Aytekin, 2003). With the expectation that the increase
in the speed of technological change will cause constant improvement in quality, we propose the following
hypothesis:

H1c: Achived Speed of the Technological Changes increases the quality performance.

Cost pressure forces firms to reorganize their manufacturing and distribution processes to be more efficient and
productive. In order to increase productivity, companies should invests for new and efficient technology transfer
and total quality management systems. They increase investments costs firstly, but then they decrease reworks,
human related defects, rejections, customer complaints, compensations, etc. (Beaumont & Schroder, 1997)
leading to an apparent quality improvement. Therefore cost pressure felt by managers of the firm may lead to an
increase in quality. With the expectation that the cost pressure will have a positive effect on quality, we put
forward the following hypothesis:

H1d: Experienced Cost Pressure increases the quality of performance.
1.2.2 Effects of the Globalization Components on Cost Reduction Performance

The concept of cost leadership gained popularity in 1980s with Michael Porter who is the founder of the modern
strategy and one of the world’s most important thinkers on management and competitiveness. As to Porter, it is
the ability of an organization to gain competitive superiority by the implementation of the lowest cost structure
in the industry without any negligence of other similar important areas such as service and quality (Parker,
2000).

Fawecett-Closs have, in their study published in 1993, stated that the changes arising from economic globalization
have created a great competitive pressure on industrial markets and, as a result, enterprises have had to produce
and distribute low-cost products in order to compete. For this purpose, enterprises sometimes prefer locating their
production in countries where the costs are low, giving products their final form in other countries and then launch
them in the home country (Fawcett & Closs, 1993). Furthermore, enterprises try to keep their costs at low levels by
preferring high volume production (Turhan, 2006). Consequently, the increased competition generates
considerable pressures on reduction of the costs. With the expectation that there is a positive relationship between
perceived competitiveness and the significance given to cost reduction, we have proposed the following
hypothesis:

H2a. Perceived Intensity of Competition increases the cost reduction performance.

In the context of the pulling tendency of demand and the pushing tendency of technology, technological
innovations also have a great effect on the formation of new opportunities, equal to the effect of customer
demand. In other words, the product and process innovations developed over the course of time have changed
market conditions and, consequently, the tools used by enterprises in competing. For example, in the transition
from the period of labor-intensive production with the demand exceeding the supply to a period where the supply
and demand are equalized with costs becoming lower, the innovation of the moving assembly line innovation by
Ford (process innovation) played a key role. As a result of this innovation, the problem of restricted production
has started to disappear and enterprises have started to use cost superiority as a competitive tool (Sayli, 2012). In
this context, with the expectation that the perceived new opportunities will reduce the costs for competitive
advantage, we have developed the following hypothesis.

H2b. Observation of New Opportunities increase cost reduction performance.
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Rapid changes in technology allow development of the tools/instruments and processes necessary for production
within a short time. For example, with the help of new production techniques, many industries have become able to
perform mass production in an economical way, considering the diversity of products. Upon the integration of the
microprocessor and computer technology, many products and services have differentiated on the basis of software.
In many practices, incorporation of the software into the hardware has caused an increase of efficiency and, as a
result, a dramatic reduction of the product costs (Bettis & Hitt, 1995). Furthermore, acceleration of the processes
also increases technological change. With the expectation that increased speed of technological change will cause
a reduction in operational costs, we have put forwarded the following hypothesis:

H2c. Achieved Speed of Technological change increases cost reduction performance.

As to Hill, price is an important market-gaining criterion in many markets and particularly in the growth and
maturity stages of the product life curve. As it is, the purpose of operational activities should be to provide
necessary low costs in order to support sensitivity of the market to the price. When the product price is kept low
to gain market share, the operational functions undertake the task of reducing the costs in order to protect the
current profits or sustain profitability (Aytekin, 2003). In other words, cost pressure applies pressure in reducing
operational costs. In this context, with the expectation that cost pressure will reduce operational costs, we have
proposed the following hypothesis:

H2d. Experienced Cost Pressure increases cost reduction performance.
1.2.3 Effects of the Globalization Components on Flexibility Performance

Flexibility is the ability to adapt to the competitive environment. As the competition intensifies, firms may try to
increase their flexibility to survive. Miller and Roth (1994) studied it under two different categories, namely
design flexibility i.e. the ability to make design changes in a short time and/or to launch new products rapidly
and volume flexibility i.e. the capability to respond to fluctuations in the demand. Sanchez (1995) also found a
significant relation between competitive environment and flexibility. Therefore we have put forwarded the
following hypothesis:

H3a. Perceived Intensity of Competition increases the flexibility performance.

Especially entrepreneurial firms pay more attention to seek market opportunities and try to adapt themselves to
exploit the newly found ones. Alpkan et al. (2007) assert that market oriented firms trying to make use of new
opportunities should improve their level of flexibility accordingly. With the expectation that the perception of
new opportunities will therefore increase flexibility in the operational processes, we have developed the
following hypothesis:

H3b. Observation of New Opportunities increase the flexibility performance.

According to Mohanty-Deshmukh (2000), operational flexibility is one of the most important operating tools
which fight with the technological changes in the environment. The ease it provides for enterprises is the
operational flexibility to switch from one product policy to another product policy when required. Flexible
manufacturing systems and computer-assisted design and production may be given as an example for this
strategic tool. Owners and managers perceiving the technological environment as a rapidly changing one spend
more time and money to their ability to adapt. With the expectation that the increased speed of technological
change will cause an increase in flexibility, we have put forward the following hypothesis:

H3c. Achieved Speed of Technological Change increases flexibility performance.

In general, increased flexibility in production is achieved through the use of high-cost multi-functional machines.
If applied correctly, advanced production technologies reduce the cost of achieving production flexibility (Ward,
et al., 1996). The time taken to launch a new product, the average product change process time and stock turnover
are all related to the degree of flexibility. The role of the manufacturer is to keep developing these processes which
are flexible and ensure low costs so as to cope with the product differences. (Dogan, 2008). The cost pressure also
forces enterprises to act in this way. With the expectation that cost pressure will increase flexibility, we have
proposed the following hypothesis:

H3d. Experienced Cost Pressure increases flexibility performance.
1.2.4 Effects of the Components of Globalization on Delivery Speed Performance

Greasly (1999) has expressed the delivery speed as the time range between the request by the customer for any
product or service and the fulfillment of such requests. There are two important components in delivery
performance, namely, speed and reliability. Quick shipment to the customer provides many competitive
advantages and delivery speed is vitally important to many enterprises. Delivery reliability is the shipment of the
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products in the requested quantity on time (Stock, Greis, & Kasarda, 1999). Increasing competition forces
enterprises to increase delivery speed. With the expectation that an increase in perceived competitiveness will
have positive effects on delivery speed, we have developed the following hypothesis.

H4a. Perceived Intensity of Competition increases the delivery speed performance.

In studies undertaken by Boyd (“Kaynak Bagimliligi Teorisi”, www.angelfire.com/nt/zeus/yl/yl7.doc., 02. 05.
2011), as to the source dependability theory, external resources and information are parameters showing the
degree of dependability of the enterprise in the environment. The firms encounter dependability at various levels.
New opportunities appear as factors minimizing the dependability of the enterprises, leading to growth of the
firms and in addition, increased performance. Enterprises becoming less dependable to the old certainties direct
their efforts to new opportunities and try to improve their speed of delivery to gain competitive advantage. In
other words new developments may provide creative destruction by changing the rules of the competitive game
and by opening new windows of opportunities. If we cannot deliver solutions to exploit new opportunities in a
speedy way, competitors may reap the fruits before we do. With the expectation that new opportunities will
increase delivery speed, we have put forwarded the following hypothesis.

H4b. Observation of New Opportunities increases delivery speed performance.

As a result of rapid change in technology, with the integration of telecommunication and information
technologies with operational processes, many industries have gained the ability to perform mass production
economically by taking into consideration great product diversification, leading to short delivery time of the
products. Furthermore, advancements in communication and technological developments in the transportation
vehicles performing physical deliveries have also caused shorter product delivery times and increased reliability
(Bettis & Hitt, 1995). For this reason, with the expectation that an increased speed of technological change will
cause improvement of delivery speed, we have proposed the following hypothesis.

H4c. Achieved Speed of Technological change increases delivery speed performance.

Under competitive pressures, according to Greasley (1999) costs management and delivery speed are related to
each other, in such a way that cost reduction efforts do not only reduce costs but also they may shorten delivery
time. Especially standardization and stock keeping operations to cut costs will also be useful in shortening delivery
times. With the expectation that perceived cost pressure will increase delivery speed, we have developed the
following hypothesis.

H4d. Experienced Cost Pressure increases delivery speed performance.

1.3 Model
ENVIRONMENTAL CHANGE ) OPERATIONAL PERFORMANCE

GLOBALIZATION EFFECTS Quality

Intensity of Competition Cost

New Opportunities Flexibility

Speed of Technological Changes Delivery Speed

Cost Pressure

Figure 1. Research model

2. Method

2.1 Methodology of the Study

In order to test the model illustrated in the figure above and the hypotheses put forward, micro-and large-scale
firms were sorted from 510 firms operating in the electric industry as per the data from the Istanbul Chamber of
Commerce (1.T.O) and 751 firms as per the data from the Istanbul Chamber of Industry (1.S.0) and, as a result,
192 Small and Medium Scale firms were chosen as main mass (50 firms from I.T.O and 142 firms from 1.S.0).
We had access to 110 firms as a result of survey studies through actual visits by appointment, e-mail and
telephone. Our study variables are measured by a questionaire formed by using different earlier studies’scales.
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Intensity of competition scale and speed of technological changes scale are developed based on the study of
Dogan 2008; cost pressure scale taken from Badri, Davis, and Davis (2000); New Opportunities scale was
self-developed i.e. developed by the authors of this article. Operational performance scale is also developed
based on the study of Alpkan, Ceylan, and Aytekin (2002).

2.2 Size/Structural Distribution Indicators of Sampling

Individual SMEs in the Turkish electric industry constitute our unit of analysis, 40% of them engage with trading,
39.1% with both production and trading, and 14.5% with production activities. It was found that 60% of them
have the legal status of a limited liability company, 26.4% of Joint Stock Company and 10.9% of unlimited
company. 67% were found to be small-scaled and 33% medium-scaled. 28.1% of them have 11-20 years of
experience in business, 26.4% have 1-10 years of experience, 22.8% have 21-30 years of experience and 15.4%
have 31-40 years of experience.

3. Results
3.1 Factor Analysis
3.1.1 Factor Analysis for Globalization Variables

According to the results of the factor analysis made for the opportunities resulting from globalization, total
variance extracted was calculated as 73.309% and two factors were produced, namely Speed of Technological
Change and New Opportunities, whose items are given in Table 1. And according to the results of the factor
analysis made for the threats resulting from globalization, total variance extracted was calculated as 66.349%
and two factors were produced, namely Intensity of Competition and Cost Pressure, whose items are given in
Table 2.

Table 1. Results of factor analyses for the opportunities resulting from the globalization variables

DESCRIPTION NEW OPPORTUNITIES SPEED OF TECHNOLOGICAL CHANGE

Technological development speed of the production 0.832
processes in the industry has increased much

Thanks to the technological advancements in the industry, it 0.758
is possible to realize many new product ideas.

The technological development speed of the products in the 0.657

industry has increased much.

Purchasing power of the customers increases. 0.927
New markets emerge. 0.916
Markets expand. 0.732
Variance(%) 30,463 42,846

Note. Rotation Method: Varimax; Total Variance (%): 73.309.

Table 2. Results of factor analyses for the threats resulting from the globalization variables

DESCRIPTION INTENSITY OF COMPETITION COST PRESSURE
There a very fierce price competition among the companies in the sector. 0.901

Customer loyalty to the companies in the sector has weakened. 0.829

Competition level among the companies in the sector has increased much. 0.799

Lease costs have increased much 0.796
Transportation costs have increased much. 0.777
Power, water and town gas costs have increased much. 0.748

Raw material costs have increased much. 0.726

Labor costs have increased much. 0.712
Variance(%) 29,548 36,861

Note. Rotation Method: Varimax; Total Variance (%): 66.409.
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3.1.2 Results of the Factor Analysis for Operational Performance

Total variance as stated according to the results of the factor analysis conducted for the Operational Performance
variables was calculated as 68.414% and given to 4 factors as detailed in Table 3. They are Quality, Cost,
Flexibility and Delivery Speed, respectively.

Table 3. Results of factor analysis for operational performance

DESCRIPTION QUALITY COST FLEXIBILITY DELIVERY SPEED
Number of product returns from the customer has reduced. 0.822
Quantity of waste, discards and reworks has reduced. 0.800
Number of defective and irregular finished or intermediate 0.777

products has reduced

Our product and service quality has increased in the eyes of the 0.609

customers.

Total costs in the production process have increased. 0.833

Total costs in the internal and external logistic processes have 0.791

reduced.

Process costs have reduced. 0.746

Personnel efficiency has reduced. 0.617

Replacement ability of the equipment assigned to each work 0.808

has increased depending on the changing work priorities.

Ability of the personnel working at the manufacture to work at 0.772
various and different functions has improved.

Flexibility to change the work priorities depending on the 0.749

orders has improved.

Ability to use the existing equipment and personnel flexibly 0.732

for production of the non-standard products has improved.

Ability to produced non-standard products according to 0.600

different customer orders has improved.

Time between receipt of purchase order and delivery has 0.839
decreased.

Delivery speed of the finished products increased. 0.814
Time between start of the production process and delivery has 0.740
decreased.

Ability to keep the promises given previously for delivery has 0.739
improved.

Ability to deliver on just-in-time basis has improved. 0.726
Variance (%) 15,274 13,630 19,613 19,897

Note. Rotation Method: Varimax; Total Variance (%): 68.414.

3.2 Reliability Test

As a result of calculation of Cronbach’s Alpha internal consistency coefficients for all variables were above the
value recognized in the literature (.700) (Nunnally, 1978) and are shown in Table 4 in detail.

63



www.ccsenet.org/ibr International Business Research \ol. 8, No. 7; 2015

Table 4. Cronbach’s Alpha values

VARIABLES NUMBER OF ITEMS CRONBACH’S ALPHA
Intensity of Competition 3 0.804
Speed of Technological Change 3 0.861
Cost Pressure 5 0.828
New Opportunities 3 0.716
Quality 4 0.838
Cost 4 0.759
Flexibility 5 0.877
Delivery Speed 5 0.899

3.3 Means, Standard Deviations, Correlation Coefficients of Variables

Means and standard deviations of all variables together with the results of the correlation analysis of the
variables are shown in Table 5. We may say that there is a relation in positive or negative sense for each
meaningful relation (at the level of P<0.01 or P<0.05) in the table. Looking at the table, relations can be seen
between each Operational performance (Delivery Speed, Flexibility, Quality and Speed of Technological Change)
and Globalization factors (Flexibility, Quality, New Opportunities and Cost Pressure and the Speed of
Technological Change).

Table 5. Mean, standard deviation, correlation coefficients of variables

Correlations

Variables Mean Std. Globalization Operational Performance
Deviation 1 2 3 4 5 5 7 8
Globalization 1 Intensity of Competition 4.1364 .98334 1
2 Speed of Technological 4.1455 94554  566** 1
Change
3 Cost Pressure 3.7642 89150  ,393** 505** 1
4 New Opportunities 3.4220 1.01495 0.145 ,483** ,301** 1
Operational 5 Quality 3.7848 .89926 ,218* |376** ,315** 317** 1
Performance g ot 27833 89427 0014 0009 -0.052 0135 ,284** 1
7 Flexibility 3.5421 .87163 0.125 ,416** ,401** 431** 467** 276** 1
8 Delivery Speed 3.8995 87994 | 246%* 504** 365** ALT7** 467** 264** 591** 1

3.4 Testing Hypotheses

Results of the regression analysis conducted to determine the effects of the Globalization Components on the
Operational Performance Components are shown in the following tables.

Table 6. Effects of the globalization components on quality performance

Independent Variables: Globalization Dependent Variables: Quality Performance

Components STD. Beta T Value P Value Hypothesis
Coefficients Accept/Reject State

Intensity of Competition 0.005 0.042 0.967 Hla REJECT

New Opportunities 0.169 1.629 0.106 Hilb REJECT

Speed of Technological Change 0.225 1.725 0.088 Hlc REJECT

Cost Pressure 0.137 1.302 0.196 Hld REJECT

Note. R% .183; F: 5.750; P: .0000.
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Table 7. Effects of the globalization components on cost reduction performance

Independent Variables: Globalization Dependent Variables: Cost Reduction Performance
Components STD. Beta T Value P Value Hypothesis
Coefficients Accept/Reject State
Intensity of Competition 0.057 0.472 0.638 H2a REJECT
New Opportunities 0.189 1.671 0.098 H2b REJECT
Speed of Technological Change -0.060 -0.422 0.674 H2c REJECT
Cost Pressure -0.107 -0.937 0.351 H2d REJECT

Note. R% .032; F: .852; P: .496.

Table 8. Effects of the globalization components on flexibility performance

Independent  Variables: Globalization Dependent Variables: Flexibility Performance
Components STD. Beta T Value P Value Hypothesis
Coefficients Accept/Reject State
Intensity of Competition -0.158 -1.496 0.138 H3a REJECT
New Opportunities 0.255 2,611 0.010 H3b ACCEPT
Speed of Technological Change 0.244 1.959 0.053 H3c REJECT
Cost Pressure 0.270 2.740 0.007 H3d ACCEPT

Note. R% .303; F: 10.853; P: .000.

Table 9. Effects of the globalization components on delivery speed performance

Independent  Variables: Globalization Dependent Variables: Delivery Speed Performance
Components STD. Beta T Value P Value Hypothesis
Coefficients Accept/Reject State
Intensity of Competition -0.046 -0.45 0.653 H4a REJECT
New Opportunities 0.208 2171 0.032 H4b ACCEPT
Speed of Technological Change 0.366 3.042 0.003 H4c ACCEPT
Cost Pressure 0.13 1.339 0.184 H4d REJECT

Note. R% .307; F: 11.422; P: .000.

4. Discussion

In this section, the results of the analyses made in the previous sections will be evaluated by the hypotheses
generated prior to the data collection and analyses and the results obtained will be interpreted. In Figure 2, we
detail in summary the model where we portray the analytical results and interactions we detected.

EFFECTS OF GLOBALIZATION OPERATIONAL PERFORMANCE
* INTENSITY OF COMPETITION * QUALITY
* COST PRESSURE —! FLEXIBILITY
* SPEED OF TECHNOLOGICAL CHANGE N* DELIVERY SPEED
* NEW OPPURTUNITIES i *COST

Figure 2. Model: results of the hypothesis test
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It has been determined that the opportunities resulting from globalization namely Speed of Technological
Change and New Opportunities have a positive effect on the performance of Delivery Speed, a component of
Operational Performance. In other words, we see that the increase in New Opportunities and Speed of
Technological Change make Delivery Speed more important. Because the Speed of Technological Change in the
electric industry is so high, SMEs owner/managers also get more and more sensitive towards these technological
developments as soon as they occur.

The electric industry has become more integrated through the expansion of trade, development of logistic and
technology, communication as well Globalization also constitutes new opportunities to exploit. Both are found to
be the drivers of increased speed of delivery without which neither technological changes nor new opportunities
can be turned into profit.

It is seen that the threats resulting from globalization namely Cost Pressure and New Opportunities have
positively affected the performance of Flexibility, one of the Operational Performance components. Because of
cost pressure, enterprises should manage their operational processes more flexibly. For instance, design of rotary
switches is done according to the specific customer orders; without flexible production processes production of
orders would be very expensive. Therefore owners and managers feel themselves obliged to increase their firm’s
flexibility to survive under cost pressure.

As for the effects of new opportunities, in this industry, generally operational processes are too short and, new
products are being produced in a very short period of time and it causes changing product types very often. If not;
flexible firms cannot adapt to these changes rapidly. Automatically this brings to new opportunities and
enterprises get benefit them by increasing their flexibility.

Production, distribution, and supply chains in electric industry have become more integrated globally as they
seem other industries. Organizations in electric industry operate in a production and trading environment with
high competition due to the elimination of the protectionist approach. Such a highly competitive environment
affects the enterprises on the scale of SME the most. In order to change this situation to a positive state of affairs,
at least to a small extent, the organizations should attempt to gain competitive advantage. For this reason,
executives should examine internal and external settings and develop strategies and continuously update and
adapt their organizational structures, operational and other functional processes to ongoing changes and
developments in a timely fashion.
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