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ABSTRACT
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This study aims to examine the factors that affect performance of high-growth
small and medium sized enterprises (SMESs) in Turkish manufacturing industry. For
that objective, an empirical research is conducted for investigating the common
success and failure factors influencing the organizational, financial, and resource
management performance of SMEs operating in Tiirkiye. The manufacturing industry
is a crucial sector for Turkish economy, as it provides a multitude of benefits and plays
a vital role in the country's growth and development. The manufacturing sector is
responsible for a significant portion of Turkey's Gross Domestic Product (GDP) and
provides jobs to millions of workers, reducing unemployment and fostering economic
growth. Additionally, the manufacturing industry is a major contributor to Turkey's
export earnings, which is the key for the country’s balance of trade and foreign
currency reserves. The sector also drives technological development, as manufacturers
invest in research and development to improve their products and processes.
Furthermore, the growth of the manufacturing industry is an important factor in
supporting regional development and reducing regional disparities, particularly in the
more rural and less developed areas. In conclusion, the manufacturing industry is of
utmost importance for Turkey, and its continued growth and development requires

support from the government and other stakeholders.
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OZET

TURK URETIM ENDUSTRISI’NDE HIZLI BUYUYEN KOBILERIN
ORGANIZASYON PERFORMANS FAKTORLERI

Isletme Tezli Yiiksek Lisans Programi
Tez Damismani: Dog. Dr. Hande KARADAG

Mayis 2023, 55 sayfa

Bu ¢alisma, Tiirk imalat sanayinde hizli biiyliyen kiiciik ve orta olgekli
isletmelerin (KOBI) performansini etkileyen faktdrleri incelemeyi amaglamaktadir.
Bu amagla, Tiirkiye'de faaliyet gosteren KOBI'lerin organizasyonel, finansal ve
kaynak yonetimi performanslarini etkileyen ortak basari ve basarisizlik faktorlerinin
arastirilmasina ydnelik ampirik bir arastirma yapilmistir. Imalat sanayi, sagladig pek
cok fayda ve iilkenin biiylime ve kalkinmasinda hayati bir rol oynamasi nedeniyle Tiirk
ekonomisi i¢in ¢ok dnemli bir sektordiir. Imalat sektorii, Tiirkiye'nin Gayri Safi Yurtigi
Hasilasinin (GSYIH) 6nemli bir kismindan sorumludur ve milyonlarca isgiye is
saglayarak issizligi azaltir ve ekonomik biiyliimeyi destekler. Ayrica imalat sanayi,
iilkenin ticaret dengesinin ve doviz rezervlerinin anahtar1 olan Tiirkiye'nin ihracat
gelirlerine de 6nemli bir katki sagliyor. Ureticiler, iiriinlerini Ve siireglerini iyilestirmek
icin arastirma ve gelistirmeye yatirim yaptiklarindan, sektor teknolojik gelismeyi de
tetikliyor. Ayrica imalat sanayinin biiyiimesi, 6zellikle daha kirsal ve az gelismis
bolgelerde bolgesel kalkinmanin desteklenmesinde ve bolgesel esitsizliklerin
azaltilmasinda 6nemli bir faktordiir. Sonug olarak, imalat sanayii Tiirkiye i¢in biiyiik
onem tasimaktadir ve bu sanayinin stirekli biiylimesi ve gelismesi i¢in devletin ve diger

paydaslarin destegine ihtiya¢ duyulmaktadir.

Anahtar Kelimeler: Biiyiime, Kobi, Endiistri, Kobilerde Biiyiime, Biiyiime

Faktorleri, Organizasyon, Organizasyon Performansi
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INTRODUCTION

This study aims to examine the factors that affect performance of high-growth
small and medium sized enterprises (SMEs) in Turkish manufacturing industry. For
that objective, an empirical research is conducted for investigating the common
success and failure factors influencing the organizational, financial, and resource

management performance of SMEs operating in Tirkiye.

The manufacturing industry is a crucial sector for Turkish economy, as it
provides a multitude of benefits and plays a vital role in the country's growth and
development. The manufacturing sector is responsible for a significant portion of
Turkey's Gross Domestic Product (GDP) and provides jobs to millions of workers,
reducing unemployment and fostering economic growth. Additionally, the
manufacturing industry is a major contributor to Turkey's export earnings, which is the
key for the country’s balance of trade and foreign currency reserves. The sector also
drives technological development, as manufacturers invest in research and
development to improve their products and processes. Furthermore, the growth of the
manufacturing industry is an important factor in supporting regional development and

reducing regional disparities, particularly in the more rural and less developed areas.

In conclusion, the manufacturing industry is of utmost importance for Turkey,
and its continued growth and development requires support from the government and

other stakeholders.
1. Development Status of Manufacturing Industry in Tiirkiye

This chapter mainly outlines the development of Tiirkiye and provides
information on the key measures regarding the development of Tiirkiye's
manufacturing industry from the aspects of output value development, output value
proportion, development speed, employment proportion, and export proportion, so as

to clarify the development status of Tiirkiye's manufacturing industry.
1.1 Overview of Local Manufacturing Industry

Tirkiye's manufacturing industry is an important part of the economy. For
more than 90 years since independence, Tiirkiye has formulated many industrial
policies in the field of manufacturing. Some of these policies are conducive to the
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development of manufacturing industry, while others hinder the development of
manufacturing industry (OECD, 2004). Before the 1990s, industrial policies mainly
emphasized the control role of the government, with a strong color of planned
economy, ignoring the laws of industrial development, and even some policies
stipulated that only state-owned enterprises could enter national strategic industries. In
particular, the licensing system set up in Tiirkiye divides all industries in Tiirkiye into
four categories, namely, core fields, key investment fields, intermediate fields and
freely accessible fields. Except the last one, all industries in Turkey need government
permission to enter. Although the industrial policies at that time promoted the
development of the manufacturing industry to a certain extent, in the long run, the
impact of these policies has until today become a persistent disease in the development
of Tiirkiye's manufacturing industry (Sener, Savrul, & Aydm,2014). Economic growth
generally goes through industrialization first and then deindustrialization. First of all,
industrialization can transfer resources from agriculture to industry, and the share of
manufacturing industry in the economy will continue to rise, and then the service
industry will become more and more important. The transfer of labor force in the
process of industrialization is the most prominent. The proportion of manufacturing
employment in total employment will increase with the process of industrialization
and will decline until it reaches the peak. The overall development trend is an inverted
"U". However, in some poor countries, the phenomenon of "deindustrialization”
occurs when the level of industrialization and per capita income is low. Tiirkiye is a
case in point. This is largely because Tiirkiye has a huge demographic dividend. Every
month, more than one million young workers are looking for work opportunities, and
the labor-intensive industries transferred from China need such cheap labor. But in
fact, this phenomenon in Tiirkiye cannot be called deindustrialization, it only has the
general appearance of deindustrialization, and the reason why it presents this
appearance is incomplete industrialization The performance of Tiirkiye's
manufacturing industry is not outstanding. Even in the provinces with the best
performance of Tiirkiye's manufacturing industry, its manufacturing related indicators
are dwarfed by some countries in East Asia (Abashah, 2021). In this regard, the
manufacturing growth in Tiirkiye and China is significantly different. The poorer
provinces in China are, the faster their manufacturing industry develops and can
continue to grow at a high speed to catch up with developed provinces. In Tiirkiye,

however, this phenomenon does not exist. The economic growth of poor provinces is
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not faster than that of developed provinces. Therefore, the manufacturing industry has
not played a role in narrowing the income gap and improving the per capita income of
Tiirkiye's provinces. The role of manufacturing in economic growth is not obvious in

Tiirkiye (Teker, 2022).

The world has undergone a great change with the industrial revolution and has
a process of rapid economic development. For manufacturing industry, as one of the
main branches of the economy, raw materials found in nature began to be valued and
shaped, investment and industrial activity increased, and emerging development
abolished the concept of distance over time and globalization emerged. As a result, a

fast-spreading industrial movement around the world was observed.

After the Ottoman Empire's conquest of Istanbul, especially the small-house
and workshop businesses of foreigners became important to the Ottomans and began
to set the example for Anatolia. The number and commercial production and small
workshops began to increase with new conquests (Aydemir, 2021). In the early 1800s,
the Ottoman Empire followed the developments in Europe and entered a breakthrough.
In a short time, industrial schools and industrial workshops based on the production
base were opened throughout the empire. However, due to the wars and economic
problems of the Ottoman Empire in the past period which caused a sharp decline in
industrial activities, newly opened factories had to be closed down. Turkish industry,
which began to bleed severely due to political and economic pressure until the
establishment of the Republic, found an opportunity to reactivate with the projects
initiated by Mustafa Kemal Atatiirk after the proclamation of the foundation. The new
born Turkish Republic started the foundation of industrial establishments both the state
and private investors, 2021). After the 1950s, 1980s and 2000s, the country's industry
developed in a different direction and began to produce powerful, high-tech and highly
competitive industrial products (Russia & CIS Military Newswire, 2022).

Industrial production figures showed a positive rise as a result of the previous
plan in the Five-Year Development Plan implemented in 1996-2000, despite the
economic crisis that occurred in 1994. In this regard, the primary objective was to
control the resources allocated for industry promotion, which is an essential
component of economic development. During this time, the elimination of our

industry's lack of competitiveness once more came to the forefront. Liberal economic



policies have been viewed as a factor that gives the industry competitive power,
depending on the location and potential of our nation providing importance to
vocational education is also included in important issues in order to supply the industry
with the workforce it requires. One of the top goals has been to increase the number
of organized industrial zones in order to improve the industry's planning and

efficiency.

In the Five-Year Development Plan implemented in 2001-2005, more use of
natural resources was discussed in order to meet the raw material and energy needs of
the industry faster, safer and cheaper (UVKP, 2000). Industry has been an important
locomotive of Tiirkiye, which grew above the world average before 2000. In this
period, industry was again seen as the most important element for development.
However, the country faced another major economic crisis in 2001, which forced the
business owners to be very cautious in every step to be taken. As such, economic
breakthroughs started to be narrower in this period and less risk policies were
discussed, which in particular aimed to market export-oriented goods to Europe. Plans
and programs were prepared in order to eliminate the interregional development
differences within the country. Again, as in the previous plans, importance was given
to employment, communication, competitiveness, knowledge, and R&D studies
(UVKP, 2000).

In the European Union harmonization process, the industry-environment
relationship was carefully handled in this period as well. IX. Five-Year Development
Plan: The industry, which showed a significant increase in GDP in 2000 and 2005,
made a significant breakthrough in investment, production, and exports right after the
2001 crisis (Kirenci, 2021). Despite these positive developments, the problems that
have existed in the manufacturing industry from the past continue. Competition,
technology, qualified personnel, inability to connect with other developing sectors,
lack of organized industrial zones, R&D and informatics were emphasized as main
hindering factors. During this period, instead of traditional industry, more modern and
more competitive industry was targeted, as the traditional sectors such as textile,
clothing, and leather, were declining due to the cheap labor coming from China and
India. Tiirkiye, who is largely dependent on foreign countries in the field of defense,

has started more extensive and comprehensive studies on the defense industry in this



plan. In this sector the operating male population in Turkey was bigger than the
working feminine population in 1990, 2000, and 2010. In 1990, there have been
14,973,479 working males within the population; by 2010, that number had increased
by 18% to 17,690,188. On the opposite hand, in 2010, there were 9,704,410 working
ladies, up 15% from 8,408,414 (Mevlutoglu, 2017). With the advance of content
conditions, the will for higher economic conditions, and the growth of academic
opportunities, it's been ascertained that the quantity of working women has increased
as compared to the past.

The mortgage lending crisis, which began in the middle of 2007 in the United
States and spread quickly to other nations, affected the housing finance market. Even
though this crisis had less of an impact in some countries than in others, it had
significant negative effects. The inflation target was not met in the nation, money
inflow decreased, small and medium-sized businesses began to suffer, and Turkish
industry layoffs were inevitable. The crisis completely influenced the years 2008 and
2009 (Goker, Dursun &Albayrak,2019). The Turkish industrial sector experienced
stagnation and regression over the course of these two years. Loan rates were higher
than anticipated, while exchange rates once again fluctuated. The implementation of
stringent monetary policies was initiated once more. Industrial activities in Turkey
were also negatively impacted when imports and exports were negatively impacted,
and as a result, In particular, businesses with small capitals and small businesses have
begun to close, and the employment issue has returned to the forefront. The industrial
production index was negative in 2009, reaching -9.9 percent. As a result of incentives
and policies implemented in 2010, industry in Turkey and Anatolia began to grow. In
terms of exports, some products have risen to the top. This year, the industrial
production index went from negative to positive, reaching 10.1%. The industrial
production index reached 8.9% in 2011 as a result.Net exports increased and industry
growth continued in 2011, according to observations. The annual increase in the
industrial production index was 2.3 percent in 2012, which was a decrease (Ozturk &
Agan, 2017).

Turkey's young, large, dynamic entrepreneurial class, as well as its
geographical location, make it an important production base. Turkey's position is to

consolidate its production costs and capacity in a strong position in the global supply



chain, with the goal of increasing the production-to-GDP ratio from 18.83% to 21%
through 2023, and it plans to meet the country's financial development program goals
in 2023 (Eksi, Senturk & Yildirim, 2012; Duran & Kanat, 2020).

The added value of Tiirkiye's manufacturing industry accounts for only 1.8%
of the total added value of the global manufacturing industry, which is far from the
21% added value of China's manufacturing industry. However, Tirkiye's
manufacturing development continued to strengthen. In 1991, Tirkiye's
manufacturing added value ranked outside the world's 15, rose to the 13th place in
2001, and entered the ranks of one of the top ten manufacturing countries in the world
in 2011. According to the 2019 Global Manufacturing Competitiveness Index jointly
released by the U.S. Competitiveness Commission and Deloitte, Tiirkiye's
manufacturing competitiveness index is 7.65, ranking fourth in the world. It is
expected that its competitiveness index will reach 8.49 within five years, making it the

most competitive country outside China (Evcen, 2019).

Tiirkiye's manufacturing industry is mainly composed of basic metal industry,
chemical and chemical products, food production, petroleum industry, textile industry,
automobile industry, etc. The industries with certain comparative advantages in
international trade are textiles, clothing and leather products. Small and micro
enterprises dominate the manufacturing industry. The distribution of enterprises is
polarized. Manufacturing enterprises with less than 50 people create 84% of
manufacturing employment, while enterprises with more than 50 people but less than
200 people and more than 200 people only create 6% and 11% of employment. The
annual value created by each worker in enterprises with more than 200 employees is
13100 US dollars, while that in small and micro enterprises with less than 50
employees is only 1500 US dollars. The production efficiency is far from the same.
The employment population absorbed by the manufacturing industry only accounts for
about 11% of the total employment population, and the agricultural employment
population accounts for about 53% of the total employment population. The

manufacturing industry is expected to absorb more agricultural surplus population.

The added value of Tiirkiye's manufacturing industry rose steadily, from 3.6
trillion Tiirkiye lira in 2010-01 to 8.3 trillion Tirkiye lira in 2018-19. Although its

output value is constantly rising, its growth rate fluctuates greatly and is easily affected



by external markets. From the development history of Tiirkiye's manufacturing
industry, there was a rapid growth of 5.5% in 2005-06 and a decline of - 3.2% in 1989-
90; From the perspective of consecutive years, the growth rate of the manufacturing
industry in 2016-17 was 14.3% but dropped to 4.3% in 2018-19. At the same time, the
proportion of manufacturing output value in GDP has been hovering. Since the
founding of the People's Republic of China, the lowest proportion was 8.98% in 1970-
71, the highest was 16.59% in 2006-07, and the proportion has been stagnating at about
15% - 16% in the past decade. Compared with the service industry, which accounts
for more than 55%, the development of Tiirkiye's manufacturing industry needs to be
accelerated (Evcen,2019).

Most manufacturing enterprises in Tiirkiye have negative returns on investment,
which dampens the enthusiasm of domestic and foreign investors. According to
Tiirkiye's long-term follow-up survey of the largest 1000 manufacturing enterprises in
China during the five years from 2015 to 2020, 54% of the enterprises' investment
costs are greater than their returns (Karatop, Kubat & Uygun, 2018).

In the next section, statistical data about Tirkiye's manufacturing industry will
be presented with specific focus on manufacturing output value, the proportion of
output value, the development speed, the proportion of employment and the proportion

of exports.
1.2 Manufacturing Development Statistics of Tiirkiye
1.2.1 Manufacturing Output Value

In Tirkiye, formal manufacturing accounts for two-thirds of the total
manufacturing activities, and informal manufacturing accounts for one-third. The
proportion of the output value of informal manufacturing industry in GDP gradually
decreased, while the proportion of the output value of formal manufacturing industry
continued to rise. In Tirkiye, the output value of formal manufacturing accounted for
9.8% in 2014-15 and will increase to 11.2% in 2020-21, while the output value of
informal manufacturing will decrease from 5.4% in 2014-15 to 4.5% in 2020-21
(Gergin, Yiiksektepe &, Gengyillmaz2018).



The output value of Tiirkiye's manufacturing industry was only 4.9 billion US
dollars in 1960 (Yildiz, 2020). In the following 50 years, the output value of the
manufacturing industry showed a rising trend. Until 2019, the output value of the
manufacturing industry reached the current maximum of 258 billion US dollars. Later,
in 2020 and 2021, the output value of the manufacturing industry showed a continuous
decline, which is rare in the history of Tiirkiye's manufacturing industry. However,
from 1960 to 2021, Tirkiye's manufacturing industry as a whole is in a rising channel.
Before 1991, Tiirkiye's manufacturing output value was at a low level. During the three
decades from 1960 to 1990, the manufacturing output value was less than 50 billion
dollars; After 1991, the output value of the manufacturing industry has increased
significantly. It took 14 years to reach from $50 billion to $100 billion, only six years
from $100 billion to $200 billion, and less than two years from $200 billion to $250
billion (Gergin, Yiiksektepe & Gengyilmaz, 2018).

From the perspective of the development process of Tiirkiye's manufacturing
industry after 1960, the output value of the manufacturing industry has declined for
many times. For the first time, in 1966, the output value of manufacturing industry
dropped from 8 billion dollars to 6 billion dollars; The second time was in 1991, the
output value of manufacturing industry dropped from 47.9 billion dollars to 38.1
billion dollars; The third time was in 1998 and 2008 (Evcen G., 2019). Affected by the
Asian financial crisis and the global financial crisis, the output value of the
manufacturing industry declined by about 2.5%; The fourth time is in 2020 and 2021,
the manufacturing industry will decline from 258 billion dollars in 2019 to 223.1

billion dollars.

In 1966, the manufacturing industry experienced a significant decline, but the
decline in 1967 was very small, indicating that the manufacturing industry was getting
better; After the decline in 2020, there will be a greater decline in 2021, which indicates
that the development of manufacturing industry in Tirkiye is deteriorating under the
impact of the epidemic, and the development of manufacturing industry in Turkey is

facing greater challenges (Kaspin, 2019).



1.2.2 Pace of Manufacturing Industry Development

The growth rate of Tiirkiye’s manufacturing industry fluctuates greatly,
showing an overall rise or fall in shock (Polat, 2011). Since 1961, Tiirkiye's
manufacturing industry has experienced three relatively significant negative growths,
namely 1966, 1991, 2020 and 2021, with growth rates of - 25.6%, - 20.5%, - 5.9% and
- 8.1% respectively. At the same time, Tirkiye's manufacturing industry also
experienced three significant growths, in 1974, 1994 and 2007, the growth rate was
26.7%, 23.4% and 29.7% respectively Although the growth rate of the manufacturing
industry shows an irregular operating path, on the whole, the time when the growth
rate is positive is far longer than the time when it is negative, and the peak value of the

growth rate of the manufacturing industry is higher than the low peak value.

The industrial license system formulated by Tiirkiye around 1966 and the
Monopoly and Restrictive Trade Practices Act promulgated by Tiirkiye were the main
reasons for the sharp decline of the manufacturing industry, while the reason for the
sharp decline in 1991 was the international payment crisis in Tiirkiye, which also
became the trigger for Turkey's economic reform (Y1ldiz,2020). Part of the
manufacturing decline in 2020 and 2021 may be due to the continued impact of the
international environment, such as the European debt crisis and the general slowdown
of the global economy, but the more important reason may be that Tiirkiye’s
manufacturing foundation is not strong enough to effectively respond to changes in the
international and domestic markets (Karaboga, Bilginer & Ozsaatc1, 2021). Since the
economic reform in Tiirkiye, the growth rate of the manufacturing industry has been
basically positive. Only in 1998 and 2008, there was a slight decline. At the same time,
the output value of the manufacturing industry also increased rapidly after that. Only
in 2020 and 2021, there was a continuous decline. At this time, the growth rate of
China's manufacturing industry remained above 12% for two consecutive years, and
the growth rate of the world's manufacturing industry was nearly 2%, which indicates
that Tiirkiye's manufacturing industry is limited by the impact of the international
environment, the deeper reason comes from its own brittle fall. If a country's
manufacturing industry is competitive internationally, it can drive economic growth
through exports when the domestic economy is depressed (Drucker,1992). The export

commodities are mainly manufactured products, which means that a country can



increase the export of manufactured products to ease the decline of the domestic
economy. At this time, the manufacturing industry should have a significant growth
momentum. For example, in 2010 and 2011, when the domestic economy was
stagnant, the growth rate of China's manufacturing industry reached 20%, and some of
its products met the needs of domestic infrastructure construction, in addition, it can
supply manufacturing products to the international market. Therefore, the decline of
Tiirkiye's manufacturing growth reflects more the low level and competitiveness of its

own manufacturing industry (Kesdi, 2019).
1.2.3 Employment Statistics of Local Manufacturing Industry

One of the effects of manufacturing on economic growth is employment. It not
only directly absorbs a large number of employed people, but also provides
opportunities for the transfer of a large number of agricultural surplus labor to cities
and towns (Todaro, 1969). In addition, the development of the manufacturing industry
also has a multiplier effect on the increase of employment in the service sector. The
service industry based on manufacturing products will absorb more employed people
with the development of the manufacturing industry. According to the white paper of
Tiirkiye's 2017 National Manufacturing Strategy, every additional job in the

manufacturing sector can create two to three jobs in other fields.

It can be seen from 2018 that among the three major industries in Tiirkiye,
agriculture has absorbed the largest number of employed people, and its contribution
to output value is the smallest, while the service industry with the largest contribution
to output value has absorbed the smallest number of employed people (World
Employment and Social Outlook, 2021). The proportion of the employed population
absorbed by the manufacturing industry does not match its proportion in GDP. The
employed population absorbed only accounts for 11.4% of the total employed

population.

However, in terms of the absolute increase of manufacturing employment, Tiirkiye's
manufacturing employment showed a rapid growth. In 1980, the number of
manufacturing employment in Tirkiye was only 4.7 million, accounting for 3.40% of
the world's manufacturing employment, ranking eighth in the world; In 2000, the

number of manufacturing employment rose to 7.2 million, accounting for 3.98% of the
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world's manufacturing employment, ranking fifth; In 2019, the number of
manufacturing employment rose to 11.8 million, accounting for 5.88% of the world's
manufacturing employment, ranking second only to China, the United States and India
(Kara,2023). In 2018, the number of labor forces in China and Tiirkiye were 790
million and 380 million respectively. The number of manufacturing employment in
China reached 68.8 million, accounting for 34.34% of the world's manufacturing
employment. Therefore, the proportion of manufacturing employment in Tiirkiye is
low, both in absolute and relative terms. Compared with the United States, the labor
force in the United States reached 160 million in 2018, while the manufacturing
employment population reached 12.7 million, accounting for 6.36% of the world's
manufacturing employment. The number of manufacturing employment in the United
States exceeded that in Tiirkiye even when the labor population was very different
(Calmasur, 2020).

1.2.4 Export Statistics of Local Manufacturing Industry

From 1970 to 2011, the net export of manufacturing industry in Central Asia
and Eastern Europe soared from US $2 billion to US $653 billion (Edoho,2011). The
net export of manufacturing industry in European industrialized countries also
increased significantly, from US $14 billion to US $359 billion. The net export volume
of manufacturing industry in North America decreased from 4 billion dollars to a
negative 814 billion dollars. In addition, the net manufacturing exports of
industrialized countries in Europe, Latin America, the Middle East and North Africa,
South Asia and sub-Saharan Africa all showed deficits of varying extents (De Hoyos,
& Medvedev, 2011).

The proportion of Tiirkiye's manufacturing exports in total merchandise
exports showed a trend of first rising and then declining, rising from only 43% in 1972
to the highest 79% in 2007, and then its proportion has been declining, and by 2018,
its proportion was only 62% (Polat, 2011). The proportion of manufacturing product
exports in a country's commodity exports can reflect the competitiveness of the
country's manufacturing products in the international market. The more manufacturing
products are produced, the smaller the proportion of primary products is, which
indicates the improvement of the manufacturing capacity of the country, and also

reflects the gradual transfer of the domestic industrial structure from agriculture to
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manufacturing. For example, the proportion of Japanese manufacturing products in
commodity exports has been maintained at about 90%, which reflects the strong
competitiveness of its manufactured products in the international market, and its
advantages are mainly reflected in the level of science and technology; The proportion
of China's manufacturing products in commodity exports has been more than 90% in
the past decade, which also reflects that its products have great international
competitiveness, but its advantages are mainly reflected in the cost (Liu, K. (307-324),
2018). As a developing country, the proportion of manufacturing products in
commodity exports of China has gradually increased, while that of Japan has been high
since 1962, which shows that the proportion of manufacturing products in commodity
exports is closely related to the stage of economic development, but it has been
increasing with the transformation of economic structure. In terms of the reasons for
promoting the increase of this proportion, developing countries are different from
developed countries. Although the proportion is high, the structure of manufacturing
products is different. Developing countries mainly rely on their own cost advantages
to develop primary manufacturing products, while developed countries rely on their
strong technical strength to develop high-tech products (Greenaway, Mahabir &
Milner,2008). The import and export trade of Tiirkiye's manufacturing industry was
basically flat. In the nearly 40 years from 1980 to 2021, there were two decades of
deficits in manufacturing trade, but most of the deficits were less than $10 billion
(Unal, 2020). Only in 2008, the deficit exceeded $20 billion. The manufacturing trade
of Tiirkiye surplus is also mostly below US $10 billion, and only in 2018 did the trade
surplus exceed US $20 billion. This shows that Tiirkiye needs to import a large number
of manufacturing products to meet domestic demand while constantly exporting its
own manufacturing products (Melek 2019). Manufacturing trade accounts for the
majority of Tiirkiye's foreign trade in goods. The negative net value of manufacturing
trade is not conducive to Tiirkiye's maintaining international trade balance. Most of
the manufacturing products exported at the initial stage of the economic structure are
low technology. Since the country cannot produce high-tech manufacturing products,
it needs to import from the international market. The difference between the added
value of low technology products and high-tech products is very large, leading to
Tiirkiye's manufacturing trade has been hovering at the break-even point In 2018, the
export value of Tiirkiye's manufacturing industry reached 206.76 billion dollars, the

import value of manufacturing industry reached 181.44 billion dollars, and the
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manufacturing trade surplus reached 25.31 billion dollars, a record high. From 2006
to 2012, Tirkiye's manufacturing trade has been in deficit, while from 2013 to 2014,
there was a strong recovery, which indicates that Tiirkiye's manufacturing environment

has improved.

Compared with China, Tiirkiye's manufacturing trade volume and net value are
lower than China’s, especially in terms of trade volume, China's manufacturing import
and export volume far exceeds Tiirkiye's (Bayav& Sahin, 2023). Taking 2018 as an
example, China's manufacturing export volume was 2076.95 billion US dollars, while
Tiirkiye's was 201.68 billion US dollars, ten times that of Tiirkiye. The net value of
manufacturing trade between the two countries also differs greatly. The net value of
manufacturing trade in Tirkiye basically hovers near the break-even point, while
China's manufacturing net value has been positive since 1994 and has maintained a
rapid growth momentum by 2018, the manufacturing trade surplus was $935.80
billion, more than twice the manufacturing trade volume of Tiirkiye in that year. The
trade surplus of manufacturing industry shows that its manufacturing industry is
competitive internationally, and the total added value of manufacturing export

products is higher than that of imported manufacturing products.

From the perspective of the proportion of manufacturing exports in the world's
total manufacturing exports, Tiirkiye's proportion was 2% from 2017 to 2019, and
dropped to 1% from 2020 to 2021. At the same time, the proportion of China's
manufacturing exports in the world's total manufacturing exports rose from 10% to
14%. Industrialized countries account for 70% of the world's manufacturing exports,

while countries experiencing industrialization account for only 30%.

From the perspective of the proportion of high-tech products in the export of
manufacturing products, Tiirkiye's share has always been around 6.5%, while China's
share has always been around 28%, Thailand's 20%, Malaysia's 43%, and the world's
average share is 17%. At the same time, Tiirkiye's index is also the last one. High tech
products are generally characterized by high added value. The low proportion of
Tiirkiye makes it difficult for the manufacturing industry to have a large trade surplus,
which also highlights its backward manufacturing technology (Kasapoglu, 2022).
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From the perspective of per capita export volume of manufacturing industry,
Tiirkiye's performance is also not optimistic. In 2011, the per capita export of Tiirkiye's
manufacturing industry was $216, China $456, South Africa $66, Poland $569, and
Tiirkiye $44. The average per capita export of manufacturing industry in the world is
1953 dollars, with the highest amount of 3230 dollars in high-income industrialized
countries, followed by 1318 dollars in low-income countries. High income
industrialized countries and low-income industrialized countries are at the lower end.
The manufacturing exports of newly industrialized countries are 988 US dollars, that
of other developing countries is 268 US dollars, and that of the least developed
economies is only 23 US dollars. This indicator increases with the continuous
development of the manufacturing industry. The more developed the manufacturing
industry is, the higher its per capita export volume is. Tiirkiye's per capita
manufacturing exports are only 216 dollars, which is among the low - and middle-
income industrialized countries and is lower than the average of newly industrialized
countries and other industrialized countries. Since Tiirkiye has a huge population, it is
necessary to have a larger manufacturing export in order to increase the per capita
manufacturing export. As far as the current situation is concerned, neither China,
whose manufacturing output has ranked first in the world, nor Tiirkiye, whose
manufacturing output is relatively small, has reached the average level of emerging
economies. It is obvious that both countries have large populations, and the
manufacturing export volume obtained by multiplying the per capita export volume by
the population will be huge, so Tiirkiye needs to improve its manufacturing export

capacity in comparison (ilhan, 2019).
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2. PERFORMANCE INDICATORS IN MANUFACTURING SMEs

Organizational performance is the most important evaluation index in
organizational operation and management, and it is the key variable to measure the
development of an organization, the key factors affecting organizational performance
need to be explored (Gavrea, 2007). Based on a large number of literature reviews and
analysis, this paper finds that the key factors affecting organizational performance can
be divided into two dimensions: internal factors and external factors Regarding
internal dimensions, knowledge management, organizational culture, organizational
innovation, technological diversity, IT application level and pay gap, are frequently
mentioned and discussed in the performance research of different regions and
industries, it has a significant impact on the change of organizational performance, and
most of them show complexity in the impact path (Bharadwaj, 2000). In the other
hand, the external factors mainly include supply chain partnerships and market
competition (Noruzy, 2013). In the practice of organizational performance
management, it is necessary to combine internal and external factors, and analyze the
relationship between different factors and impact paths, so as to achieve better overall

performance goals.

Performance is a description of the degree to which an organization's goals are
achieved and is the result of its operations (Wahjudi, 2016). Organizational
performance is one of the most important variables in organizational management and
arguably the most important indicator for evaluating the management of an
organization's operations, defined in the 1950s as the extent to which a mature
organization achieves its strategic goals (Al-Tit, 2017) and as management practice
has evolved further, scholars have defined organizational performance as the ability of
a mature organization to use its environment to access and use limited resources
(Carnabuci & Operti, 2013). Scholars Lebans & Euske (2002) have given a set of
definitions to elucidate the concept of organizational performance, which they
consider as a set of financial and non-financial indicators that provide information
about the extent to which an organization's goals are achieved and results are obtained,
and that its performance is dynamic and can be judged and explained through a series
of causal models. To report on an organization's level of performance, quantitative
results must be cited, this concept will also be followed in this study (Lebasm & Euske,
2002) .
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From the perspective of management development history, the purpose of the
performance was achieved through external rules control and economic stimulation in
the scientific management period, participation and democratization management in
the behaviorist period, and the idea of power change in the system theory period; how
to effectively discover the many factors affecting organizational performance and to
reasonably guide and control these factors is the key content that managers and
scholars have been concerned about (Gavrea, 2007).

As a key variable in complex environments, the factors influencing
organizational performance also exhibit ubiquitous and diverse characteristics. In
general, factors affecting organizational performance include the organization's
departmental structure, stakeholder interrelationships, enterprise risk management
capabilities, leader's charisma, human capital, corporate governance rules (Camison &
Villar-Lopez, 2014). Based on the organizational diagnostic model, Corina et al.,
(2007), identified several key elements affecting organizational performance, the first
of which is the structural dimension of the company, involving the company's size
(i.e., number of employees), age distribution, and the company's development goals.
The second dimension is the internal and external environment of the company, which
involves strategy, leadership, employee knowledge, quality of development,
performance measures, innovation capacity, and information technology development,
while the external environment involves the distribution of competitors, the size of
customers, especially potential customers, and the number and closeness of suppliers;
the third dimension is the quantitative assessment of organizational performance
(Gavrea, llie & Stegerean, 2007). Drawing on the research ideas of Corina et al.
(2007), the current study classifies the key factors affecting organizational
performance into two dimensions based on the relationship between the factors and
the organization, intrinsic factors generally exist within the organization and are
closely related to the structure and function of the organization, while extrinsic factors
generally exist independently outside the organization but significantly affect the

operation and development of the organization.

Therefore, in this paper, we will systematically review the key factors that have
been found to influence organizational performance and sort out the influence paths of
the key factors, to provide a useful reference for the exploration of organizational

performance improvement.
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2.1 The Role of Organizational Structure on Performance

Organizational structure is an important factor for achieving the strategic goals of the
enterprise and is a systematic arrangement of resources to achieve the goals (Child,
1972). Only by adjusting the organizational structure of the enterprise, rationalizing
the relationship between and within each department, and clarifying the authority and
responsibility, the foundation for the next step of process design and performance
assessment and incentive systems can be laid (Al-Tit, 2017). Organizational structure
is not only fundamental to ensure the efficient operation of the enterprise, but also to
minimize the energy consumed by employees in transactional work (Denis, 1993). As
a tangible element to support the efficient operation of the enterprise, the importance
of organizational structure covers three main aspects: (1) to determine who is
responsible for whom, who returns to whom, and how through the management level
and management span; (2) to collect individuals through teams and accommodate
teams through departments to carry out the formation of organizational order; (3) to
establish a bridge of communication and collaboration between different departments
and the process of power integration (Denis, 1993). In short, organizational structure
regulates the way of interaction, operation, and power relations. The organization-
specific structure can reflect the values - how to do things and how to treat people - by
clarifying the division of work tasks, regulating the reactions of behavioral
characteristics, and many other aspects.

The impact of organizational structure on organizational performance can also
be explained by the power-change theory of organization. (bu ref en sonda yoktu).
Changes in organizational performance can also lead to changes in the organization to
make it more appropriate to the environment. When organizational performance is
relatively low, the organization is in crisis, making the firm less valuable, which leads
to organizational change. Changes in organizational performance can serve as a
driving force for organizational change. When organizational maladaptation occurs,
organizational performance decreases below satisfactory levels, which triggers
organizational change and transforms the organization from maladaptation to
adaptation. Only with continuous organizational change and improved organizational
resilience can organizations maintain high-performance levels and achieve sustained
growth. Donaldson's research also argues that when the business cycle is consistently

low, it makes organizational performance below satisfactory levels, which triggers
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adaptive organizational change; when competitors have good organizational
resilience, low organizational performance drives adaptive organizational change The
risk of the sector also triggers organizational change, for example, the "star” sector has
a high sectoral risk, which makes the sector constantly in a state of maladjustment and

triggers frequent adaptive changes.

From the perspective of dynamic environmental development, the expansion
of the organization's scale will inevitably bring about an increase in personnel,
expansion of departments, and solidification of hierarchies, thus driving the
organization from a simple linear management model to a functional management
model with a clear division of labor and emphasis on specialization, and then from a
divisional structure that meets diversified market demands to a more intricate and
complex matrix structure or even a borderless organization without a clear shape
(Bass, 1985). Prior studies have shown that the right internal structure helps
companies achieve their goals and missions, for example, an M-shaped structure helps
companies achieve higher profitability (Seaman & Williams, 2000).

2.2  The Major Elements of Organizational Performance for SMEs

A wealth of research has indicated a positive correlation between leadership
competencies and organizational performance (Bass, 1985). More recently, scholarly
research has increasingly focused on exploring the effects and impact paths of
transformational or innovative leadership in improving organizational performance.
According to Bass (1985), transformational leadership enables subordinates to raise
their inner needs, gain a greater awareness of what is truly meaningful, move beyond
self-interest to pursue higher team interests, to sue self-actualization, and ultimately
become their leaders. Transformational leadership consists of four dimensions:
"leadership charisma", "inspiration”, "intelligent stimulation" and "personalized care"
(Bass, 1985). Schaubroeck (2007) suggested that transformational leadership has an
impact on team performance through the mediating effect of team effectiveness and
that this effect is moderated by team values. According to their research, the role of
transformational leadership is mediated by both power distance and group
collectivism, with transformational leadership contributing more positively to team
effectiveness when power distance is greater and when there is a strong sense of

collectivity (Schaubroeck, 2007). Subordinates vary greatly in the extent to which they
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recognize and derive superior performance from transformational leadership, and team
power distance and team collectivism are important factors driving these differences.
Scholars' research explored the mechanisms that mediate learning and innovation in
the relationship between transformational leadership and organizational performance.
The study suggests that the adoption of transformational leadership styles can improve
performance when specific human resource management practices, learning, and
innovation systems are developed in organizations (Para-Gonzalez, Jimenez-Jimenez
& Martinez-Lorente, 2018).

The below section summarizes the key factors of performance in small and

medium sized businesses.

2.3  What Are the Key Indicators of Organizational Performance?

2.3.1. Human Capital

Human capital is the sum of knowledge, skills, experience, ideas, and potential
attached to employees, and has the characteristics of a resource that can bring
sustainable competitive advantage and superior performance to an enterprise, and is
difficult to be copied and imitated by competitors, and is an important strategic
resource for an enterprise (Luthans, & Youssef, 2004). The knowledge and skills of
employees with high levels of human capital allow them to design more effective
solutions to a given job, thus providing the company with high-quality products and
service behaviors that lead to high performance and sustained competitive advantage.
Empirical studies also show that there is a positive relationship between the level of
human capital a firm possesses and its performance (Wright, McMahan &
McWilliams, 1994). Human capital can be supplied from the external labor market or
constructed in the internally, among which education increases the intangible
accumulation of human capital in terms of knowledge, skills, and experience, and is
the main way to form human capital in the external labor market, so the level of
education becomes an important indicator of human capital (Becker, 2009). The
human resource management activity of an enterprise is an organizational capability
that can effectively integrate and utilize the human capital of employees. It brings a
competitive advantage to the enterprise by influencing the attitude and behavior of
employees and motivating them to use their knowledge and ability to provide

functional services to the company. At the same time, this competitive advantage
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translates into corporate profitability, improving economic indicators such as earnings
per share, operating profit, and operating income, and ultimately demonstrating better

corporate performance (Pfeffer, 1998).
2.3.2 Organizational Learning

Organizational learning is the process of knowledge and information
interaction within and between organizations to enhance their strengths and improve
their adaptability to the environment and is an important way to improve
organizational performance (Dodgson, 1993). Organizational learning theory was
developed to explore how organizations can maintain a competitive advantage in a
changing environment and improve organizational performance (Levitt, & March,
1988). In organizational learning, an organization as a whole learns by interacting with
its environment. Through shared values, beliefs, and norms, information can be shared
among employees, creating Organizational Memory (OMR) together and influencing
individual and organizational activities (Shonubi, Ogundare & Oluleti, 2021). The
organization's ability to learn depends primarily on competitive capabilities related to
"information processing, information communication, knowledge entitlement, and
interdepartmental coordination™, but is also influenced by the ability to build trusting
relationships and negotiate (Levitt, & March, 1988). Existing research has shown that
learning through repetition and practice is one of the key milestones in the construction
of competitive capabilities and that organizational learning constitutes a driver of
competitive capabilities (Lumpkin, & Lichtenstein, 2005). Through a repeatable effort
approach, it can link corporate employees with other resources, thus helping to develop
an effective competitive capability-building process. Moreover, as a firm's employees
continue to apply their knowledge and skills to operational or strategic issues, the
firm's knowledge base expands, ultimately driving competitive capabilities (Levitt, &
March,1988).

In addition, competitive capabilities are embedded in a firm's knowledge and
skills and are continually built up through a continuous learning process. Indeed, given
the cumulative nature of competitive capability development, the process of
enhancement inevitably relies on continuous collective learning. Thus, learning can be
seen as a continuous process of adaptation of specific competitive capabilities, a
process of adaptation based on experience and up-to-date information, an important

way for companies to build and continuously replenish their knowledge base of
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technologies, market products and processes, and a basis for developing and improving
the broad skill level of their employees. Penrose (2002) proposed the theory of
business growth in the 1960s, in which he elaborated that organizational learning. The
current environment of economic globalization has also prompted organizations to
attach importance to knowledge as a resource, and to use various channels inside and
outside the organization to acquire and integrate knowledge, improve the
organization's environmental adaptability, and achieve the purpose of enhancing and
improving organizational performance. Many studies have also verified the positive

correlation between these two variables (Basadur, M.,1997).
2.3.3 Knowledge Management

Although knowledge management has become a rather important research
direction in the past few years related to business performance improvement, it is still
difficult to find a universally accepted concept. Daniel et al. (2005) through literature
review, it is argued that the understanding of knowledge management should include
six aspects: orientation towards the development, transfer, and protection of
knowledge; continuous learning in the organization; an understanding of the
organization as an overall system and the development of an innovative culture to
encourage R&D projects. There is a significant correlation between knowledge
management and organizational performance, but the existence of a causal relationship
has not been very tightly demonstrated (Palacios, Garrigés & Simoén, 2006). Zack et
al (2009) have claimed that there is a significant correlation between KM and
organizational performance, but the existence of a causal relationship has not been
very closely demonstrated. To link knowledge management programs and company
performance, Firestone proposed an abstract model called "global estimation of
benefits”, which views KM as a business process that helps companies achieve their
goals, and suggests that KM consists of different tasks that affect the business process
(Firestone, 2001). Davenport (2001) relates knowledge management activities to
intermediate activities that affect financial results. The progress of these activities are
found to affect intermediate variables such as project performance measures,
indicators of employees' ability to perform knowledge-related tasks, and finally, the

generation of ideas and innovations (Liebowitz, 1999).
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2.3.4 Organizational Culture

Many studies have highlighted the association between organizational culture
and firm performance, with a particular focus on manufacturing and a large number of
service industries (Kull Yan & Liu,2014). In this context, organizational culture is
generally understood as the values and beliefs shared by the members of an
organization, which constitute a pattern of problem-solving behavior. The
classification of organizational culture is relatively diverse, for example, Yesil and
Kaya (2013) classified organizational culture as clan culture, sub specific culture,
market culture, and hierarchical culture (Yesil & Kaya, 2013). On the other hand,
Shahzad (2007) considers organizational culture to include culture management,
conflict resolution, change management, and employee engagement. The
organizational culture, according to this researcher, includes aspects of culture
management, conflict resolution, change management, and employee engagement.
Different types of organizational cultures have different degrees of influence on
organizational performance, for example, the organization's own culture is greater than
the influence of national culture (Shahzad Bhatti &, Khalid, 2007). Peters and
Waterman (2002), who conducted some of the earliest research in this area, concluded
that there is an important link between specific types of culture and superior

performance

As early researchers they explicitly made the case for linking organizational
culture and business organization, arguing that successful organizations possess
characteristics that are characterized by their ability to promote cultural values that are
consistent with the firm's chosen strategy. A large reason for the subsequent popularity
and rise of organizational culture in management practice is precise that a certain
unique organizational culture can lead to superior financial performance. For this
reason, Quinn and Cameron (1990) argued that the uniqueness of an organization's
culture, while possessing characteristics that are superior and cannot be fully imitated
by competitors, is a source of strong competitive advantage for the firm and that, the
early distinctive features of organizational culture also serve as a source of

performance variability to some extent.
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2.3.5. The Results of Past Empirical Studies

To investigate how transformational leadership, organizational learning,
knowledge management, and organizational innovation affect organizational
performance, Noruzy et al. (2013) conducted an empirical study found that
transformational leadership, organizational learning, knowledge management, and
organizational innovation all have a positive impact on organizational performance,
either directly or indirectly (Noruzy et al., 2013). In their study, organizational learning
had the strongest correlation with organizational performance and a complex
relationship between the different variables (Figl). Organizational innovation had a
significant impact on organizational performance, and this variable mediates the paths
of the other three variables. 55% of the variance in organizational innovation was due
to the influence of transformational leadership, organizational learning, and
knowledge management, and transformational leadership can indirectly influence

innovation through organizational learning and thus organizational performance.

Organizational
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Organizational

Transformational
Performance
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Figure 1: Relations between transformational leadership, organizational
learning, knowledge management, organizational innovation, and organizational

performance (Adopted from Noruzy, et al., 2013)

Findings of their study were further validated by the study of Montes et al.
(2005). Their model of organizational learning, teamwork and organizational
innovation was tested and it was concluded that teamwork not only contributed to
organizational learning but also positively affected organizational innovation, further
indicating that all three can improve organizational performance (Montes Vela &
Megias, 2005). Similarly, Nelly (2007) found that organizational learning positively
affected organizational performance through the mediating effect of organizational
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innovation (Nelly, 2007). In addition, knowledge management also mediated the effect
of organizational learning on organizational innovation, and knowledge management
affects organizational performance through organizational innovation. The scholar
concluded by suggesting that transformational leaders are extremely important in
actions to enhance organizational performance and play a key role in enabling
individuals and organizations to create, develop, update, and apply knowledge to
create the essential capabilities needed to improve organizational performance in
manufacturing firms and that leaders should focus on creating an environment in their
organizations that facilitates organizational learning and innovation, focus on
organizational knowledge management, and maximize the use of innovation resources

to achieve improved organizational performance.

There are also more research findings on the pathways of the role of
organizational culture in influencing organizational performance. Organizational
culture is considered to be an important means of external adaptation and internal
integration that can shape the functioning of a firm at both organizational and
individual levels, further exerting influence in terms of firm performance. Valuable,
scarce, and difficult to imitate resources can shape a company's competitive advantage,
and organizational culture has such characteristics. For instance, Maister (2012) found
that based on a statistical survey of 15 industries in 15 countries, corporate culture is
significantly correlated with financial performance; and in the best companies, the key
to success is in corporate culture, which means that corporate culture is the key to

business growth.

According to Noe, Hollenbeck, Gerhart, and Wright (2006), corporate culture
affects employee competencies, behaviors, and organizational performance, as shown
in Figure 2, which is a model of factors affecting organizational performance.
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Figure2: A model of factors affecting organizational performance (Adapted
from Noe, Hollenbeck, Gerhart, and Wright, 2006)

Arogyaswamy and Byles (1987) also viewed the relationship between corporate
culture and organizational performance as a weighted relationship, and depict the
organizational culture fit, including internal and external fit, as shown in Figure 3.
Internal fit represents the cohesiveness and consistency of corporate culture, while
external fit advocates consistent beliefs or values that not only lead to better strategy
implementation but also influence strategy formation (Arogyaswamy & Byles, 1987).

External fit

Culture <—Pp  Strategy
A

————» Performance

»”
¥

Internal fit

Value and ideology Value and ideology
cohesion cohsistensy

Figure3: External fit, internal fit, and performance (Adapted from

Arogvaswamy & Byles, 1987)
2.4. Manufacturing-Oriented Business Performance Models

Gavrea et al. (2007) developed a set of business performance models mainly
oriented to manufacturing, which contains both internal environment and external

environment dimensions (Fig3).
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Figure4: Dimensions of the organizational performance model (Adapted
from Gavrea et al, 2007)

Specifically, the internal environment dimension includes strategy, structure,
performance measurement, information technology, leadership, innovation and
development, employees, quality, and corporate governance. The external
environment contained four dimensions: suppliers, competitors, and uncertainty of the
business environment. In many empirical studies, research on strategy has been
divided into two categories: analysis of the impact of strategy on organizational
performance and analysis of the relationship between strategy and performance in
organizations (Gavrea, llie & Stegerean, 2007). The former is represented by Prescott
(2007), who found that business strategy has a significant impact on organizational
performance and that moderation of the external environment can mitigate the impact
of strategy on performance, and the latter is represented by Porter (2006), who
compared the relationship between low-cost and differentiation strategies and
performance output in organizations. structure variables are quite common in studies
related to organizational performance. It is generally measured using firm size,
employee age distribution, etc. The performance measurement variable has been the
focus of scholarly attention as a key outcome indicator in performance management

research.

Verboncu and Zalman (2005) recognized the generation of organizational
performance in three dimensions: managerial, economic, and marketing, and argue
that having high performance is characterized by high competitiveness, efficiency, and
effectiveness (Verboncu & Zalman, 2005) (Fig5).
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Figure5: Factors that drive performance (Verboncu & Zalman, 2005)

Financial indicators have been the focus of performance measurement research
particularly for manufacturing companies until the 1980s, but scholars have come to
see the importance of non-financial indicators in performance research as well. Kaplan
& Norton (1993) developed a list of 22 financial and non-financial indicators. Some
scholars believe that leadership is the most critical factor in determining the success of
an organization in reaching its performance goals (Joyce, 2005). The importance of
this variable and the impact it has on organizational performance was highlighted by
the study conducted by Deshpande et al (1997).

Employees also are key are closely related to organizational performance, and
generally, the implementation of management decisions may generate negative
feelings such as anger, frustration, and distrust among employees, which may have a
negative impact on corporate performance. The key aspect of quality is essentially the
extent to which The key aspect of quality is essentially the extent to which the company
is able to meet stakeholder expectations on certain dimensions that have value for
them. As for corporate governance, in a study that used a sample of 1500 companies,
and found that there is a significant positive relationship between the quality of
corporate governance and performance outcomes (Russia & CIS Military Newswire,
2022).
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3. AN EMPIRICAL INVESTIGATION OF THE PERFORMANCE
INDICATORS IN TURKISH MANUFACTURING SMES

3.1. Proposed Research Model

ORGANIZATIONAL
STRATEGY

HUMAN CAPITAL
\ ORGANIZATIONAL
PERFORMANCE
ORGANIZATIONAL /

CULTURE

ORGANIZATIONAL
LEARNING

Figure 6: Proposed model of the research

3.1.1. Hypotheses

For investigating the answers for the research questions within the scope of the

research, 4 hypotheses are developed tested by the proposed research model:

Hypothesis 1. Organizational strategy is positively  associated  with

organizational performance.

Hypothesis  2: Human capital is positively associated with

organizational performance.

Hypothesis  3:  Organizational  culture is  positively  associated  with

organizational performance.

28



Hypothesis  4: Organizational learning is positively associated with

organizational performance.
3.2.  Data Collection

For this study, in terms of data sources, primary data is used, due to the unavailability
of a database for SMEs from Turkish Manufacturing Industry. For collecting data,
survey method is utilized, where questionnaires are distributed to owner/managers and

white / blue collar professionals of SMEs.

For target population, SMEs in Istanbul, Bursa, Konya and Ankara are defined
as the target population, as SMEs in these cities can be regarded as a representative of
SMEs in the country. The sample was drawn from that population using non-

probability sampling method.
3.2.1 Sample Size

There is no consensus among researchers about the optimal size in multiple regression

analysis. In this study 76 questionnaires are used, collected by Google Survey.
3.2.2. Target Population

This study has the main research objective of investigating the factors in high growth
manufacturer SMEs in Tiirkiye with the empirical evidence from managerial
professionals working at SMEs.

3.3.  Variables and Measures

Independent Variables:

Organizational Strategy:

Organizational Strategy was measured using seven-items scale developed by
(Cho, Ozment & Sink, 2008) and (Naruzy, Majazi, Azdhari, Shirkouhi & Rezazadeh,
2013). This scale aims to determine whether the participants believe that their
company will continue to exist forever, and have the belief of the company has a more
systematic strategy, more target-oriented, more technological developments, and the
company has a strategy. Participants responded to the items related to internality using

a five — point scale ranging from 1 (strongly disagree) to 5 (strongly agree). A sample
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item was “The rate of introduction of new products or services into the organization
has grown rapidly”. The internal consistency reliability of the subscale was a Cronbach
alpha of 0.900.

Human Capital:

Human capital was measured by seven items scale based on the work of
(Chaudhuri, Chatterjee, Vrontis & Vicentini, 2023). These items were designed to
reflect professionals’ perspectives on their companies’ human resource management
capability. Respondents were asked to rate the degree to which each statement based
on a 5-point scale anchored by 1 (strongly disagree) to 5 (strongly agree) is valid for
themselves. A high score indicates a higher level of human capital management

capability. The Cronbach’s alpha coefficient for this measure was o, = 0,893.
Organizational Culture:

Organizational culture was measured using a sixteen items scale based on the
work of (Wahjudi, 2016). These items assess participant’s evaluations of power
distance, positions, individualism, masculinity, uncertainty avoidance and long-term
orientation in their companies and its culture atmosphere. Participants responded to
the items related to internality using a five — point scale ranging from 1 (strongly
disagree) to 5 (strongly agree). A sample item was “People in higher positions should
make most decisions without consulting people in lower”. The internal consistency

reliability of the subscale was a Cronbach alpha of 0.809.
Organizational Learning:

Organizational learning was measured by six items scale developed by (Cho,
Ozment & Sink, 2008). This scale aims to determine whether firms have any processes
of integrating different sources, converting competitive intelligence and acquiring &
exchanging knowledge about business partners. Participants responded to the items
related to internality using a five — point scale ranging from 1 (strongly disagree) to 5

(strongly agree). The Cronbach’s alpha for the six items was 0,871.

30



Dependent Variable:

Organizational Performance:

As the dependent variable, organizational performance was measured using
four items based on the work of (Cho, Ozment & Sink, 2008). These items assess
participant’s evaluations of how well their firms in overall performance of profitability,
sales and services to customers. Professionals responded to the items with five-point
scale construct from 1 (poor) to 5 (excellent). The Cronbach’s alpha for the four items
was 0,780.

3.4. Results of Reliability and Validity Analyses
Factor analysis refers to “a type of analysis used to discern the underlying
dimensions or regularity in phenomena”, with “purpose to summarize the information

contained in a large number of variables into a smaller number of factors”

(Zikmund,1997).

The Cronbach Alpha technique is employed to conduct the reliability analysis
in this study. The Cronbach alpha value represents a factor's total reliability score
(Durmus et al., 2011), or "if the individual items or indicators of the scale are
measuring the same construct and thus highly intercorrelated” (Yildirim, 2011). If the
Cronbach alpha value is more than 0.70, the scale is regarded "reliable" (Durmus et
al., 2011). The sections that follow in this chapter show the results of the reliability
tests for both independent and dependent variables. Following the independent
variable factor analyses, the dependent variable organizational performance is
subjected to reliability analysis. The Keiser-Meyer-Olkin measure of sample adequacy
is utilized for the reliability tests, while the Bartlett test of sphericity is employed to

evaluate the appropriateness.

3.4.1. Factor Analysis for Organizational Strategy

Here, the KMO and Bartlett and reliability tests are applied to all the survey
items of organizational strategy. We started the factor analysis for organizational
strategy with 9 survey item, but excluded 1 item as a result of principal
component analysis. As the results of the factor and reliability analyses are highly
satisfactory, (KMO = 0.781, Cronbach a = 0,864), the analysis is proceeded with the
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factor and reliability analyses of separate components of organizational strategy.

strategy

KMO and Bartlett's Test

Tablel: KMO, Bartlett’s and reliability test scores for of organizational

Sig.

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.

Bartlett's Test of
Sphericity df

Approx. Chi-Square

,781
388,323
55

,000

Table 2: Results of factor analysis for organizational strategy

Factor Name

Survey Question

Factor
Loadings

Total
Variance
Explained

(%0)

Reliability

Organizational

Strategy

e The rate of introduction of new

products or services into the

organization has grown rapidly.

e The rate of introduction of new

methods of production or
delivery of services into the
organization has grown rapidly.
The field within which the firm
currently conducts our business
Is:
Narrow (related areas with

prospect of change) [12 34 5]

Broad (diversified and continuing
to develop) [12 34 5]

e The main focus of concern in
relation to the garage’s

technological process is:

0,882

0,878

0,841

0,728

66,138

0,864
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Having cost-efficient
technologies
[12345]
Having flexible and innovative

technologies
[L2345]

e The objectives of this

organization are very well- 0,916

known to everybody working
here.

e Everybody working in this
garage influences the way to 0,663
work and the objectives of the

firm.
e Everybody in this organization
freely contributes his/her points 0,569
of view about how to run it

smoothly.

3.4.2. Factor analysis for Human Capital

For this analysis, the KMO and Bartlett and reliability tests are applied to all
the survey items of human capital. We started the factor analysis for this variable with

8 survey items, but excluded 1 item as a result of principal component analysis.

As the results of the factor and reliability analyses are highly satisfactory,
(KMO = 0.813, Cronbach a = 0,893), the analysis is proceeded with the factor and

reliability analyses of separate components of human capital.
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Table 3: KMO, Bartlett’s and reliability test scores for of human capital

KMO and Bartlett's Test

Bartlett's Test of
Sphericity df

Sig.

Kaiser-Meyer-Olkin Measure of Sampling Adequacy.
Approx. Chi-Square

,813
415,720
55

,000

Table 4: Results of factor analysis for human capital

Total
Factor | Variance
Factor Loading | Explaine | Reliabilit
Name Survey Question S d (%) y
Human capital of an enterprise is the
most valuable asset 0,874
Employees’ knowledge and skills
both help in developing human
capital of an enterprise 0,841
| believe that human creativity helps
in developing innovative products ,837
Human
Capital 71,887 0,893
| believe both sharing and acquiring
knowledge is important in
developing human capital 0,802
Well-developed human capital helps
improving innovation capability for
an enterprise 0,788
| believe that trained employees can
help sharing knowledge efficiently
using digital means. 0,683
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| believe that human capital includes

all the business abilities of the

employees

,958

3.4.3. Factor analysis for Organizational Culture

Here, the KMO and Bartlett and reliability tests are applied to all the survey

items of organizational culture. We started the factor analysis for organizational

strategy with 18 survey items, but excluded 2 items as a result of principal

component analysis.

As the results of the factor and reliability analyses are highly satisfactory,
(KMO = 0.727, Cronbach a = 0,809), the analysis is proceeded with the factor and

reliability analyses of separate components of organizational culture.

Table 5: KMO, Bartlett’s and reliability test scores for of organizational culture

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 727
Bartlett's Test of Approx. Chi-Square 835,910
Sphericity df 190

Sig. ,000

Table 6: Results of factor analysis for organizational culture

should avoid

social

Total
Factor | Variance
Loading | Explaine | Reliabilit
Factor Name Survey Question S d (%) y
e People in higher positions
should make most decisions
without consulting people in
0,807
lower
e People in higher positions
0,798
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Organization

al Culture

interaction with people in
lower positions

People in lower positions
should not disagree with
decisions by people in higher
positions

People in higher positions
should not delegate
important tasks to people in
lower positions

Each employee is encouraged
to realize his or her own
unigue potential

Employees with good ideas
makes sure management
knows the idea was theirs.
Our company encourages
employees to solve their own
problems

In our company important
positions are more
designated for men

Men usually solve problems
with logical analysis; women
usually solve problems with
intuition.

It is more important for men
to have a professional career

than it is for women

0,824

0,629

0,808

0,577

0,680

0,705

0,936

0,600

67,680

0,809
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e Qur company writes with

detailed instructions and

0,928

procedures for everyone

e Our company writes all the
rules and regulations clearly

so that everyone knows what
is expected 0,691
e In our company standard

operating procedure is
. . 0,794
considered a very important

e Our company continues fight

despite facing tough
v 0,729
competition

e Qur company upholds its

vision, mission, goals, and

0,718
corporate values

e Our company conducts long-

. 0,661
term planning

3.4.4. Factor analysis for Organizational Learning

Here, the KMO and Bartlett and reliability tests are applied to all the survey
items of organizational learning. We started the factor analysis for organizational
learning with 8 survey items, but excluded 2 items as a result of principal
component analysis. As the results of the factor and reliability analyses are highly
satisfactory, (KMO = 0.769, Cronbach o = 0,871), the analysis is proceeded with the

factor and reliability analyses of separate components of organizational learning.

Table 7: KMO, Bartlett’s and reliability test scores for of organizational learning

KMO and Bartlett's Test

Kaiser-Meyer-Olkin Measure of Sampling Adequacy. 769
Bartlett's Test of Approx. Chi-Square 343,812
Sphericity df 36

Sig. ,000
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Table 8: Results of factor analysis for organizational learning

business partners

Total
Variance
Factor Explained

Factor Name Survey Question Loadings (%) Reliability
The organization has learned or
acquired much new and relevant| 0,794
knowledge over the last three years
Organizational members have
acquired some critical capacities| 0,822
and skills over the last three years.
The organization’s performance
has been influenced by new

.- 4 ) 0,830 65,234 0,871
Organizational | [earning it has acquired over the
Learning last three years.
The organization is a learning
. 0,738

organization.
Our firm has processes for
acquiring knowledge about our | 0,955
business partners
Our firm has processes for
exchanging knowledge with our | 0,949

3.4.5. Factor Analysis for Organizational Performance

As stated in the model, 4 items are namely:

i) Profitability
i) Sales Growth

iii) Customer Satisfaction

iv) Overall Performance
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are used in the study, to measure the dependent variable of organizational performance,

all the items measured high growth in manufacturer SMEs, in the model.

Before analyzing the reliability of the factor of organizational performance
factor, Keiser-Meyer-Olkin measure of sampling adequacy and Bartlett test of
sphericity are conducted. The test results of these analyses (KMO=0,672, approx. chi-
square =104,307, p=0,000) are satisfactory, principal component analysis, varimax
rotation and reliability tests, to the data set, are applied. Cronbach a score = 0.780
shows that the factor has very high internal reliability and the results of the principal
component analysis illustrates that, 4 out of 4 items (n=4) are contributing to the factor

of SME performance, therefore, all five items are retained in the analysis.

Table 9: KMO and Bartlett’s test scores for organizational performance

KMO and Bartlett's Test
Kaiser-Meyer-Olkin Measure of Sampling Adeguacy. E72
Barilett's Test of Approx. Chi-Square 104,307
Sphericity df g
Sig. 000

Table 10: Results of factor analysis for organizational performance

Total
Variance
Factor Explained
Factor Name Survey Question Loadings (%) Reliability
e Profitability 0,803
Organizational
0,822 60,400 0,780
Performance |e Sales Growth
e Customer
_ _ 0,794
Satisfaction
e Overall
0,738
Performance
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3.5.  Results of Regression Analyses

The data collected by the survey instrument is analyzed by using SPSS 19 program.
As the hypotheses which are tested by the model involved analyses of the relationships
between different indicators of SME performance, both simple and multiple regression

analyses are used to test the model.

Simple regression refers to the “the regression model with a single independent
variable, also known as bivariate regression” (Hair, et.al, 2006: 195), while multiple
regression, is “the regression model with two or more independent variables” (Hair,
et.al, 2006, p.198). The goal of multiple regression analysis is to predict changes in the
dependent variable as a result of changes in the independent variables. Thus, when the
research problem contains a single metric dependent variable that is assumed to be
associated to two or more metric independent variables, multiple regression is the
suitable approach of analysis (Hair et al, 2006, p. 199). Multiple regression analysis

necessitates a theoretical relationship between independent and dependent variables.

The beta coefficient is utilized in multiple regression analysis to allow for a
“direct comparison between coefficients as to their relative explanatory power of the
dependent variable” (Hair, et.al., 2006, p 199). In this analysis, the coefficient of
determination, also known as R square regers to “the measure of variance to the
dependent variable about its mean that is explained by the independent, or predictor,
variables” (Hair, et.al, 2006, p.199).
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Figure 7: Final Model of the Research
H1: Organizational strategy is positively associated with organizational performance.

For testing hypothesis 1, regression analysis with independent variable of

organizational strategy and dependent variable of organizational performance is

conducted.
ORGANIZATIONAL B=0,476 ORGANIZATIONAL
STRATEGY > PERFORMANCE

Figure 8: Empirical model for the relationship between organizational strategy and

organizational performance

As shown in Figure7, the results of the multiple regression analysis show a positive

and statistically significant correlation (f= 0,476) between the organizational strategy
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and organizational performance, thus, it can be stated that, there exists a positive and

statistically significant relationship between the dependent and independent variable,

which also confirms hypothesis 1.

Table 11: Results of regression analysis for the correlation of organizational strategy
with organizational performance

Organizational

Dependent Variable Performance
Independent Variable Beta t-value Sig.
Organizational Strategy 0,476 5,305 0,000

R Square = 0,256

H2: Human capital is positively associated with organizational performance.

For testing hypothesis 2, regression analysis with independent variable of human

capital and dependent variable of organizational performance is conducted.

HUMAN CAPITAL

B =0,459

v

Figure 9: Empirical model for the relationship between human capital and

ORGANIZATIONAL
PERFORMANCE

organizational performance

As shown in Figure8, the results of the single regression analysis show a positive and

statistically significant correlation (B= 0,459) between the human capital and

organizational performance, thus, it can be stated that, there exists a positive and

statistically significant relationship between the dependent and independent variable.

which also confirms hypothesis 2.
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Table 12: Results of regression analysis for the correlation of human capital with
organizational performance

Organizational

Dependent Variable Performance
Independent Variable Beta t-value Sig.
Human Capital 0,459 4,988 0,000

R Square = 0,160

H3: Organizational culture is positively associated with organizational performance

For testing hypothesis 3, regression analysis with independent variable of

organizational culture and dependent variable of organizational performance is

conducted.
B =0,633
ORGANIZATIONAL ORGANIZATIONAL
CULTURE q PERFORMANCE

Figure 10: Empirical model for the relationship between organizational culture and

organizational performance

As shown in Figure9, the results of the single regression analysis show a positive and
statistically significant correlation (= 0,633) between the organizational culture and
organizational performance, thus, it can be stated that, there exists a positive and
statistically significant relationship between the dependent and independent variable,
which also confirms hypothesis 3, in line with the findings of the previous literature
(Didik, 2016), (Hofstede& Minkov,2010)
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Table 13: Results of regression analysis for the correlation of organizational culture

with organizational performance

Organizational

Dependent Variable Performance
Independent Variable Beta t-value | Sig.
Organizational Culture 0,633 3,703 | 0,000

R Square = 0,473

H4: Organizational learning is positively associated with organizational performance.

For testing hypothesis 4, regression analysis with independent variable of

organizational learning and dependent variable of organizational performance.

ORGANIZATIONAL B =0,285 ORGANIZATIONAL
LEARNING PERFORMANCE

Figure 11: Empirical model for the relationship between organizational learning and

organizational performance

The results of the multiple regression analysis show a positive and statistically

significant correlation (= 0,285) between the organizational learning and

organizational performance. Thus it can be stated that, there exists a positive and

statistically significant relationship between the dependent and independent variable.
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Table 14: Results of regression analysis for the correlation of organizational learning
with organizational performance

Organizational

Dependent Variable Performance
Independent Variable Beta t-value | Sig.
Organizational Learning 0,285 5,706 | 0,000

R Square = 0,234

3.6.  Discussion of Findings

Previous research studies have indicated the importance of several factors, including
organizational culture, human capital, innovation and learning as key determinants of
organizational performance in SMEs (Noruzy et al., 2013, Nelly, 2007; Montes et al,
2005). Following these leading studies, our study aimed to test four independent
variables with respect to their associations with organizational performance in

manufacturing SMEs operating in Tiirkiye.

The findings of the hypothesis tests produced some expected and unexpected
results. First and foremost, the results of the regression analysis regarding
organizational strategy and organizational performance indicate that organizational
strategy is positively correlated with organizational performance. This result confirms
that, any organization which aims to reach a higher performance level should employ

strategic proactivity, which is parallel to its vision and mission.

The result of the second regression analysis underlined that human capital is
positively correlated with the organizational performance. This finding implies that
human capital is always going to be one of main pillars of higher performance in
SMEs. And that an experienced and educated workforce is integral to organizational
performance. This finding is also in line with the findings of the several empirical
studies by Chen et al (2014), Costa et al. (2014), Pearson et al. (2015), Edvinsson &
Malone (1997), Lucas (1990), Hsu and Fang (2009) and Grimaldi et al. (2012).
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The third result of the regression analyses highlighted that organizational
culture is another important determinant of organizational performance in
manufacturing SMEs. Additionally, the highest correlation coefficient was found for
this independent variable, indicating that organizations should create their unique

cultural values for achieving high performance levels.

Lastly and surprisingly, the final independent variable organizational learning
came out with a comparably low correlation coefficient (0,285). This result, albeit to
a lower extent, confirms the previous findings of Cho, Ozment &Sink (2008) and
indicates that, even if organizational learning is positively correlated with
organizational performance, manufacturing SMEs in Tiirkiye do not focus too much
on organizational learning. It might also be discussed as one of the reasons of work

force quality problems in manufacturing enterprises in Tiirkiye.
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CONCLUSION

Small and medium sized enterprises and particularly manufacturing SMEs are the
backbone of Turkish economy, from many dimensions. The current study was aimed
to identify the nature of the relationships between the strategic management,
organizational culture, human capital and organizational learning factors on the overall
performance of these business units. The proposed research model and the empirical
results show that, all these four indicators have a positive impact on SME performance,
which support prior conceptual models and empirical studies previously conducted in

different economies and industries.

However, when looked in detail, the highest degree of association is found for
organizational culture whereas the lowest score is found for organizational learning.
These results indicate that, for the Turkish context, culture has a stronger influence on
the successful performance results than other three factors analyzed in the study. Also,
organizational learning is found to have the comparably weakest link with firm

performance.

These findings can present important theoretical and practical implications for
academics, SME owners/managers and the regulatory bodies responsible from the
development of manufacturing firms in Tiirkiye. For instance, scholars have associated
organizational learning with the development of competitive capabilities of firms,
which eventually lead to increased performance. Thus, if the Turkish SMEs are weak
in building their leaning and knowledge management systems, this would mean that
their competitiveness could be behind their local and global rivals. For that reason,
each firm should take the necessary actions to develop and implement such models in
order not to have low performance levels. These actions should also be guided formally
by the governmental units who are responsible from the development of the

manufacturing industry in Tiirkiye.
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