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enyironment, mesearch sugpests that building  long-term
relations  with the customers 15 imperative for SME
managers (Rehman & Afsar, 2012 183). For the purpose of
this study, small and medfim sized entorprizes  are
considered as businesses which employ more than 5 but
feswer than 100 persons, while competfitfvensss refers @ a
business's ability to sustain its bong-term performanee better
than its competitors in the market, as indicated by
profitability, marlkeet share, sales and prowth rate.

Chjectives

The primary objective of this paper is to identify and
empirically test the potential outeomes of CSE engagement
factors such as employee satisfaetion, business meputation,
and enstomer loyalty that influenee the competiiveness of
SMEs Based on the findings, recommendations will be
made to assist SMEs to effectively manage actvities inside
their  businesses, -which could ek o inereased
compettiveness. This study adds to what is eurently known
gbout faetors that influence the competiiveness of ShMEs Tt
iz hoped that by identifying these factors and testing them
among SMEs in a developing country, SMEs can nse these
as possible mechanisms to enhanee their competitiveness,

Determinants of SME competitiveness

While the research on competiiveness hags been inereasing
in popularity amongst scholars, less is known about the
compettiveness of SMEs (Szerh & Ulbert, 200%: 13 In
today’s  globalised  economy, SMEs are  facing  ever
inereasing competitive pressures (Mohammad ef af, 2010:
63; Whittaker, Burns & Beweren, 2003: 13 They need to
pain new market information and knowledge to remain
compettive. As such a common strategy is to develop
sovial neteorles with other SMEs (Whittaleer of af, 2003: 20,
Furthermore, the potential outeomes of CER engagement
sueh as employee satisfaction, business reputation, and
customer loyalty have been found to be positively related to
the compettiveness of 5MEs (Behman, 2012 183;
Turyakira, 2012: 184,

SMEs can adopt CSR activities to address consumers' soeial
and enmvimnmental coneerns, ereate 3 favourable corporate
imapge, and develop a positive relationship with eonsumers
and other stakeholders (Lin & Zhow 2009: 43, therebhy
enhancing their competitiveness. Henee, this study foenses
on Employes satisfaction, Business reputation and Customer
lopalty  which constitute  the independent  wanables
Employee satisfaction s an important factor for business
suecess and to achieve greater competiiveness. If 3 business
wants to funetion optirmally and pain profit, it should have
educated, motivated, and therefore satisfied staff, beecanse
the success of a business lies in its human resources
(Kovatevié, Gajié & Penid, 2012: 224) In this highly
compettive envirmonment, business meputation should be
considered as an asset and wealth that gives the bousiness a
compettive advantage becanse the business will be reganded
as relighle. Onee a business achieves a favourable reputatinn
in the eyes of its customers, i will stand out amony its
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compettors to reap benefits, which would in turn firther
improve its reputation CAwang, 2011: 310 Furthermore, for
businesses to sueeeed in this eompetitive envimnment, they
must find suitable ways for ereating and adding walue for
their customers. SMEs must understand their customers if
they are @ ereate competifive advantape and benefit fom
the loyalty of their customers (Papulowa & Papulova, Z006:
1. These factors can indtvidually or colleetively determine
the competiiveness of SMEs in the long-term in terms of
inereased sales volume, growth rate, market share and
profitability. The pmoposed ypothessed model, illustrated
in Figure 1, illustrates the relationships betareen the seleeted
factors as  independent warables and  Focreared
competitiveness as the dependent variable.

Independent variable Dependent variable

N

H

Figure 1: Determinants of inereased competitiveness of
SMFEs

In Figure 1 abowe (the hypothesised model), Emplopes
satlsfaction, Business weputation and Customer lopalty
(independent  wariables) impact on  the focregsed
compeditiveness of SMEs (dependent vanable), which eould
be measured by sales volume, prowth mte, madeet share and
profitability. These factors will now be disenssed in the
following paragraphs.

Independent variables
Employee satisfaction

In this study, Emplopee safizfaciion refers to the business
having employeess who see their role in the business as
satisfying and enjoving working together in the business
This irmplies attracting, developing, motivating and retaining
gqualified and happy employeess who feel that they hawve
achieved something with a wiew of enhaneing a business's
compedtiveness. There are many factors that influence
ermployes  satisfaction sweh as employes benefits, job
comtent and performance appraisal systems, job safety,
improved  workplace  conditions, and the relationship
between managers or other employess (Aydin & Ceylan,
2008 4. Employes satisfaction represents a component of
the sueeess of each business (Diaz-Serrano & Cabral Vieira,
2005: 3, and more satisfied employees are less likely to
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Employee
sansfaction

H'0,19; p < 0,000

HE0.27; p < 0,000

Customer H'0,35; p = 0,000
loyaley

Stakeholder H0.41; p < 0,000
Irust

Figure 2: Empirical findings of factors determining the
Inereased competitiveness of SMEs

From Figure 2 above, it i clear that a positive relationship
(path coefficient = 0,19; p < 0.000) exists between Employes
satisfaction and Increased competitiveness (Hypothesis A
of SMEs, This implies that SMEs which have employees
who see their part in the business as satisfying and enjoy the
way they work together, are more likely to enhance their
competitiveness  in the long-run  compared  t those
buginesses that ignore the plight of their employess, The
findings of this study are supported by presvious research
(Tsai et o, 2005 %) which confirms the positive
relationship  between  employee  satisfaction and SME
competitiveness. A study of Canadian BMEs (Princie &
Flowd, 2003: 12) established that good employee
relationships are eritical to the suecess of SMEs,

The present study has revealed a positive relationship
between Business reputation and fncreased competitiveness
(path coefficient = 0,27; p < 0.000) of SMEs In other
words, the more a business is well-known among its
salecholders for making reliable products andfor servicss,
the more it is Bkely to enhance its competitivensss
Empirical results from previous research (Roberts &
Dowling, 2002: 14) rewvealed that superior-performing
businesses have a greater chance of sustaining superior
performance over time if they also possess relatively good
business reputation. According to Poladek (2010: 56), the
reputation of a business at its location, its image as an
employer  and  producer  eertainly  influeness  its
competitiveness, Henee, Customers are more inclined to
purchase the products or services frum businesses which
they perceive as having favourable reputation among their
competitors (Nguyen & Leblane, 2001),

A sigmificant positive relationship between Customer loyalty
and Moreased competitiveness (path coefficient = 035, p <
0.000) of SMEs was revealed, This implies that a business
which has customers that are willing to support it by
recommending its products andfor serviees, and who are
committed to buying its products/serviees in the fiture, is

Y

more likely to gain and sustain a competitive advantage.
Sufficient evidence has been found to support the
relationship. & survey of Paldstani bank account holders
(Rehman & Afsar, 2012: 183) revealed that long-term
success and sustainable reputation of a business depends on
custormer loyalty A suvey of the Bangladeshi Mobile
Phone Operator Industry (Islam, 2008: 10) revealed that
increases in cudomer retention rates can have a significant
posiive effert on market share and a business's net
operating cash flow and profit

The reaults of this shdy show a significant positive
relationship between Stakeholder trust and Moreased
compefitiveness (path coefficient = 0,41; p < 0.000) of
SMEs (Hypothesis 4. In other words, if a business is
regarded as tustworthy among  stakeholders, having
stakeholders who enjoy working in the business and has
customers who are walling to recommend the business to
other customers, it is more hiely to gain and sustain a
competitive advantage. A survey of stakeholder groups from
four different businesses in USA (Pirson & Malhotra, 2007:
2) revealed that stakeholder trust was widely reeognised as
a ket enabler of business sueeess, and different anteeedents
of trust (benevolence, integrity, competence, reliability,
transparency, and wentification) are indeed relevant for
different staleeholder types.

Conclusions and recommendations

The findings of this study confimm positive relationships
between  Employee  satisfaction,  Business  repuwtation,
Customer lopalty and Stakeholder trust (independent
variables), and the Mmcreased competitiveness (dependent
variable) of SMEs

The study findings revesl 2 significant positive influenee of
Employee satisfaction on the foemed competitiveness of
SMEs This result suggests that a business which has
employees that see their part in the business as satisfying
and enjoy the way they work together & more likely to
enhance its competitiveness in the long-run It is important
for SMEs 0 pote that different things motivate people
differenily, and therefore, should use multiple strategies to
achieve employer safisfactom To gan and maintain 2
competitive advantage, SMEs should design jobs that offer
more variety and shmulation, give employee regular
feedback mnd empower ther employees o participate in
decision-making to solve work-related problems

A sigmficant postive relationship between  Business
reputation and Facreased competitiveness of SMEs wag
reported. This tmplies that 4 business which is well-known
among its stakeholders for making reliable products and/or
serviees is more likely to merease s compefitiveness.
Business reputation is an intangble asset that businesses can
use to ereate a competiive advantage, by distinguishing
themselves from others, SMEs can therefors enhanee their
eompetitiveness by selling reliable produets andfor serviees,
obtaining periodie feedback regarding the brand-image of
the business among staleeholders, property developing and
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