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Abstract

The main purpose of this study is to examine the role of cost leadership and differentiation strategies in the relationships
among entrepreneurial leadership, entrepreneurial mindset, and business performance. The sample of the study consists
of 443 managers working in 8 sectors affiliated to the Erzurum Chamber of Commerce and Industry. The data were
collected with the help of a survey consisting of Entrepreneurial Leadership Scale developed by Renko et al. (2015),
Entrepreneurial Mindset Scale developed by Mathisen and Arnulf (2014), Competitive Strategies Scale developed by
Espino-Rodriguez and Lai (2014), and Business Performance Scale adapted to Turkish by Zehir (2016). The data were
analyzed by structural equation modeling. According to the research findings, while entrepreneurial mindset has a
positive effect on entrepreneurial leadership and business performance; it has been determined that it has no significant
effect on cost leadership and differentiation strategies. However, entrepreneurial leadership has a positive effect on
business performance, cost leadership, and differentiation strategies. Also, it was concluded that cost leadership and
differentiation strategies should not be used together..
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Introduction

With the development of technology and increasing competition, the business environ-
ment has changed rapidly and has become complicated. Increasing the performance and
continuity of the businesses depends on their perception of environmental changes and de-
veloping strategies suitable for these changes. In this context, there is a need for entrepre-
neurial leaders and entrepreneurial mindset that can direct the organization and employees
to perceive the developments and changes in the economic and technological fields in recent
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years. However, there is a limited number of studies on both entrepreneurial leadership and
entrepreneurial mindset.

It is important whether competitive strategies can play an effective role in the impact of
entrepreneurial leadership and entrepreneurial mindset on business performance, especially
in a business environment dominated by chaos and complexity. As competition is intense in
today’s business world, managers need to determine the right strategies. In this context, there
is a need for an innovative, entrepreneurial, visionary, and bold leader model that can adapt
to the conditions required by age. Entrepreneurial leaders have the ability to determine the
best strategies suitable for today’s global economy with their entrepreneurial features and
strategic perspectives. These leaders are people who can provide a competitive advantage to
the company through their entrepreneurial activities. Because entrepreneurial leaders have
the capacity to evaluate the entrepreneurial opportunities that will give the company a com-
petitive advantage.

Another important issue emphasized in the research is that there are two different views in
the literature on whether cost leadership and differentiation strategies can be applied simulta-
neously. While Porter (1985) has argued that businesses should choose and implement only
one of their generic strategies (cost leadership and differentiation strategy) to improve their
performance; Hill (1988) and Murray (1988) have argued that cost leadership and differenti-
ation strategies are strategies that can be used together.

In this study, the literature was examined and answers to the following questions were
sought. How and in what way do the entrepreneurial mindset and the entrepreneurial leader-
ship affect the business performance? Does this impact change if a business adopts cost lead-
ership and differentiation strategies? Can businesses use cost leadership and differentiation
strategies together? Based on the findings found in previous studies, the hypotheses of the
research have been developed and then research has been conducted on managers working
in 8 sectors of the Erzurum Chamber of Commerce and Industry to test the research model
and hypotheses. Accordingly, the aim of the research is to reveal the mediating role of cost
leadership and differentiation strategy, in the effect of the entrepreneurial mindset and entre-
preneurial leadership on business performance. It is also to determine whether cost leadership
and differentiation strategies can be used together.

Theoretical Explanations

Entrepreneurial Mindset

Entrepreneurial mindset is the accumulation of knowledge that provides the advantage of
instant decision-making to adapt quickly to environmental changes that are not foreseen in an
organization (Antoncic & Hisrich, 2004: 521). Ireland et al. defined entrepreneurial mindset
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as a growth-oriented perspective that encourages individuals to wards flexibility, creativity
and continuous innovation (Ireland et al., 2003: 968). Entrepreneurial mindset focuses on
identifying and evaluating opportunities (Obeng et al., 2014: 503). Therefore, entrepreneurial
mindset is a way of thinking that provides a competitive advantage to businesses, especially
in environments where the speed of competition and change is high.

Entrepreneurial mindset, which is important for managers and employees as well as indi-
vidual entrepreneurs, is a set of creative thoughts that contribute to the development of soci-
ety (Ireland et al., 2003: 967). These creative ideas contribute to the development of society
after the industry. In this context, it is important to institutionalize the entrepreneurial mindset
as an essential element of entrepreneurial and strategic management in businesses (McGrath
& MacMillan, 2000). As a result, the entrepreneurial mindset is a series of thoughts devel-
oped by businesses or individuals in terms of capturing opportunities and taking advantage of
these opportunities in uncertain environments where change is very fast.

According to McGrath and MacMillan (2000), the entrepreneurial mindset is a way of
thinking that exists in businesses that see uncertainty as an advantage. Businesses with an
entrepreneurial mindset successfully overcome uncertainty and perform better (Roomi and
Harrison, 2011: 23). Besides, the entrepreneurial mindset ensures the growth of the business
with its competitive advantage and contributes to the development and growth of the coun-
try’s economy (Ireland et al., 2003: 968).

Entrepreneurial Leadership

Entrepreneurial leadership refers to the process of contributing to the firm by constantly
creating value within the firm and improving the skills of the employee (Gupta et al., 2004:
243). Ireland et al. (2003: 977) described entrepreneurial leadership as the ability to influence
others to manage resources strategically. According to Thornberry (2006), entrepreneurial
leadership includes inspiring others, ambition, vision, capturing and developing new business
opportunities.

Entrepreneurial leaders are individuals who help employees for the development of the
organization and focus on new opportunities and new solutions (Darling & Beebe, 2007: 78).
Renko (2015) states that entrepreneurial leadership enables to influence and manage the per-
formance of group members by realizing and benefiting from entrepreneurial opportunities
to achieve organizational goals (Renko et al., 2015: 55). Entrepreneurial leaders are creative
people who can see opportunities that others cannot see (Zijlstra, 2014: 13).

Business Performance
Performance is a tool to evaluate whether an individual or organization is using resources
effectively (Lee et al., 2001). Performance is often defined as measuring the contribution of
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members of the organization to the organization’s goals (Zhang, 2012: 16). Business per-
formance refers to the ability of an organization to achieve its goals by using its resources
effectively and efficiently (Daft, 2010: 9). Therefore, business performance measures orga-
nizational success and shows how efficiently and effectively the organization uses scarce
resources to achieve organizational goals (Igbal et al., 2018).

Business performance, on the other hand, shows the extent to which an organization has
achieved its market and financial goals (Chavez et al., 2017: 33). Overall, business perfor-
mance is a measurement tool that shows the extent to which an organization has achieved its
goals through the use of all its assets, including human, physical and capital resources (Igbal
et al., 2018).

Competitive Strategies

There are three basic competitive strategies developed by Porter in the literature. These
are cost leadership, differentiation strategy, and focus strategy. In this study, cost leadership
and differentiation strategies, which are more commonly used strategies, were included. The
reason for this is that the research focused on the difference of opinion as to whether cost
leadership and differentiation strategy can be used together.

Cost Leadership Strategy

Cost leadership strategy means that the company produces and sells similar goods or
services at a lower cost than its competitors (Naktiyok, 2016). A company that applies a cost
leadership strategy focuses on gaining a competitive advantage by producing a lower-cost
product than its competitors without falling below the standard quality level (Barney & Hes-
terly, 2012: 122). The company that follows this strategy aims to be the company that produc-
es the lowest cost goods or services in the industry (Bordean et al., 2010: 174). The company,
which is the cost leader by producing low-cost products, can achieve a satisfactory profit even
if it sells its products at a lower price than its competitors (Liu et al., 2018: 5).

Cost leadership is a strategy that emphasizes producing low-cost standard products per
unit for price-sensitive consumers (David and David, 2016). A company that implements cost
leadership must first establish its production areas and facilities based on economies of scale
(Linton and Kask, 2017: 169). Subsequently, it is important to minimize costs in areas such as
R&D, service, sales force and advertisements. At this point, the experiences of the companies
will contribute to the reduction of costs significantly (Dinger, 2013: 200).

Differentiation Strategy
Differentiation strategy is a competitive strategy that allows a price above the average
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price level in the market by adding a number of new features to products or services (Barney
and Hesterly, 2012: 150). A company that applies a differentiation strategy aims to be unique
in the eyes of its customers (Ortega, 2010: 1275). Thus, the company may request higher
prices for its product. (David and David, 2016: 136).

The differentiation strategy aims to create brand loyalty by making small innovations in
the product. With the creation of brand loyalty, the price sensitivities of customers can be
reduced and thus increasing costs can be transferred to customers (Kavale et al., 2016). The
company, which wants to take advantage of the differentiation strategy, uses elements such as
product design, quality, ease of use, speed, and flexibility to meet customer demands (Linton
and Kask, 2017: 169). Thus, these companies can gain a competitive advantage thanks to the
innovations they apply to their products or services.

Development of Hypotheses

The Relationship Between Entrepreneurial Mindset and Entrepreneurial
Leadership

Entrepreneurial leaders are people engaged in entrepreneurial activities, capturing oppor-
tunities and leading innovation. With the increasing competition, businesses need managers
who think entrepreneurial and exhibit entrepreneurial leadership behaviors to ensure their
continuity. According to Newman (2013), students should be taught entrepreneurial mindset
and entrepreneurial leadership at universities.

According to the model developed by Ireland et al. (2003), entrepreneurial mindset and
entrepreneurial leadership affect each other mutually. Similarly, the model developed by Las-
sen (2007) shows that entrepreneurial mindset and entrepreneurial leadership indirectly affect
each other. In the model developed by Altuntas (2010), it is assumed that entrepreneurial
mindset and entrepreneurial leadership affect each other mutually; however, as a result of the
analyzes, a new model had to be developed since there was a problem of multiple linearities
between these two variables in his study. As a result, an entrepreneurial mindset can affect the
behavior of entrepreneurial leaders.

Based on the above studies, we have predicted that entrepreneurial mindset will have a
significant impact on entrepreneurial leadership, and therefore we have developed the H1
hypothesis.

H1: Managers’ entrepreneurial mindset has a significant and positive effect on their entre-
preneurial leadership behaviors.
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The Relationship Between Entrepreneurial Mindset and Business Performance

The relationship between entrepreneurship and business performance has been the subject
of many studies. As a result of many of these studies, entrepreneurship-themed issues have
been found to have a positive effect on organizational performance (Covin and Slevin, 1991;
Zahra and Garvis, 2000; Lee et al., 2001; Rauch et al., 2009). Based on these studies, it is
estimated that entrepreneurial mindset, one of the important issues of entrepreneurship, will
have a positive effect on performance.

As a result of his research, Kimuli (2011) found that there is a positive and significant
relationship between performance and entrepreneurial mindset, entrepreneurial personality
traits, entrepreneurial leadership, strategic orientation, and entrepreneurial orientation. Nench
(2012) conducted research to identify the entrepreneurial mindset of small and medium-sized
enterprises (SMEs) in South Africa and it was stated that the performances of entrepreneurial
mindset organizations increased. Similarly, Njeru (2012) reported in his study that entrepre-
neurial mindset has a significant impact on performance.

Based on the above studies, it can be considered that an entrepreneurial mindset will have
a direct positive effect on business performance.

H2: Managers’ entrepreneurial mindset has a significant and positive effect on business
performance.

The Relationship Between Entrepreneurial Mindset and Competitive Strategies

Firms should follow entreprencurial strategies in a competitive environment. Because firms
that determine strategies from an entrepreneurial perspective will be able to gain a competitive
advantage (Miles et al., 2000). Research conducted in recent years has shown that an entrepre-
neurial mindset is necessary for successful entrepreneurial activities (Kimuli, 2011). One of the
important features of entrepreneurs is that they perceive uncertain environments as opportuni-
ties. Therefore, an entrepreneurial mindset can provide companies with a competitive advantage
(Miles et al., 2000). As a result of their research, Kriewall and Mekemson (2010) reported that
entrepreneurial mindset is an important factor in producing new products.

Managers’ entrepreneurial thinking skills will be effective in determining and implementing
the best and most correct strategies in uncertain environments. Thus, managers’ entrepreneurial
thinking skills are expected to have a significant impact on competitive strategies.

H3: Managers’ entrepreneurial mindset has a significant and positive effect on the cost lead-
ership strategy.

H4: Managers’ entrepreneurial mindset has a significant and positive effect on the differen-
tiation strategy.
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The Relationship Between Entrepreneurial Leadership and Business Performance

Entrepreneurial leaders direct the innovation process and innovation performance espe-
cially in SMEs (Fontana et al., 2017). Mgeni and Nayak (2015) showed that there is a strong
positive relationship between entrepreneurial leadership and business performance in their
study. Chheda and Banga (2013) conducted a study on SMEs in India and found that vari-
ables such as continuous improvement, proactivity, innovation, and resource allocation have
a positive effect on performance. Fontana et al. (2017) examined the relationships among
entrepreneurial leadership, innovation process, and innovation performance within the scope
of innovation management, and the results showed a positive relationship between entrepre-
neurial leadership and innovation process. Kesidou and Carter (2014) stated that entrepre-
neurial leadership will have a positive impact on firm performance and growth.

Entrepreneurial leaders are people who can take risks,are brave, agile, perceive opportuni-
ties, and have entrepreneurial alertness. These people have an important role in determining
the strategies of companies and increasing their performance. It is very important for orga-
nizations to make the right decisions at the right time in environments where competition
is intense and uncertainty and risk is high. Entrepreneurial leaders who can make the right
decisions will contribute to increasing the performance of the organization. In light of these
opinions, it is predicted that the entrepreneurial leadership behaviors of the managers will
have a positive effect on the performance of the company.

HS5: Managers’ entrepreneurial leadership behaviors have a significant and positive effect
on business performance.

The Relationship Between Entrepreneurial Leadership and Competitive Strategies

Entrepreneurial leaders play an important role in determining the right strategies for
a firm’s growth and profitability. (Leitch and Volery, 2017). In the study of Ling and Jaw
(2011), it has been determined that entrepreneurial leadership has a positive effect on global
competitiveness indirectly. Bagheri and Akbari (2017) revealed that entrepreneurial leader-
ship has a significant and positive effect on the innovative behavior of nurses in their research.
Newman et al. (2017) stated that entrepreneurial leaders have a positive effect on innovative
behavior. Bagheri (2017) showed that entrepreneurial leadership has a positive impact on
seeking opportunities and innovative behavior.

Entrepreneurial leaders are brave leaders who are not afraid to take risks (Currie et al.,
2008: 3). Entreprencurial leaders determine the right strategies in an uncertain environment,
as they perceive turbulent environments as an opportunity. At this point, managers who can
exhibit entrepreneurial leadership behavior can determine the right strategies at the right time.
Therefore, it can be thought that the entrepreneurial leadership behaviors of the managers will
play a determining role in the competitive strategies.
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H6: Managers’ entrepreneurial leadership behaviors have a significant and positive effect
on determining cost leadership strategy.

H7: Managers’ entrepreneurial leadership behaviors have a significant and positive effect
on determining differentiation strategy.

The Relationship Between Competitive Strategies and Business Performance

There are two different views in the literature on the use of cost leadership and differen-
tiation strategies. The first of these views is that it is inconvenient to apply these two basic
strategies together. For this reason, one of the most appropriate of these strategies should be
chosen and applied. According to Porter (1980-1985), companies need to choose one of the
cost leadership and differentiation strategies to be successful in the long run (Panwar et al.,
2016: 579). Because cost leadership and differentiation strategies conflict when they are used
together. The reason for this conflict is that differentiation is usually a costly strategy. Accord-
ing to Miller, the cost leadership strategy is incompatible with innovation (Linton and Kask,
2017: 170). Also, Kumar et al., (1997) and Thornhill et al. (2007), as a result of their research,
found that organizations that use a single competitive strategy are more profitable than the or-
ganizations that use these strategies together. Josiah and Nyagara (2015) also gave an opinion
that the cost leadership strategy may negatively affect innovation-business performance.

The second view on the use of cost leadership and differentiation strategies is that, con-
trary to Porter’s view, both of these strategies are compatible strategies and can be success-
fully applied together. Some researchers, such as Hill (1988) and Murray (1988), have argued
that differentiation and cost leadership strategies are not opposite strategies, rather they are
compatible strategies and should be used together (Li and Li, 2008: 1-2). When the literature
is examined, it is seen that there are many studies that support the use of two strategies to-
gether, at least in some cases (Phillips et al., 1983; Beal and Yasai-Ardekani, 2000; Spanos
et al., 2004). On the other hand, Li and Li (2008) have reported that the performances of
companies that use differentiation and cost leadership strategies both separately and together
are positively affected.

Yamin et al. (1999) stated in their study that the companies performing medium level cost
leadership increased their financial performance and the companies applying medium level
differentiation strategy increased their organizational performance. Gyampah and Acquaah
(2008) could not find a direct relationship between competitive strategies and firm perfor-
mance. Teeratansirikool et al. (2013) determined that competitive strategies positively affect
firm performance, and Ortega (2010) found that there was a positive relationship between
cost leadership-differentiation strategies and performance.

Therefore, it is predicted that competitive strategies will have a significant impact on busi-
ness performance and the following hypotheses have been developed.
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HS: Cost leadership strategy has a significant and positive effect on business performance.

HO: Differentiation strategy has a significant and positive effect on business performance.

Materials and Methods

Strategic entrepreneurship literature advocates that businesses should use entrepreneur-
ship and strategic activities together to gain a competitive advantage (Ireland et al., 2003). In
this research, a model is designed that shows the role of cost leadership and differentiation
strategies in the effects of the entrepreneurial mindset and entrepreneurial leadership on busi-
ness performance. Thus, a different combination of entrepreneurial and strategic activities
is tried to be obtained. It is hoped that this study will contribute to the literature in terms of
presenting a different combination and giving a new idea.

Another important issue emphasized in the research is that there are two different views
in the literature on whether cost leadership and differentiation strategies can be applied si-
multaneously. First, Porter (Cited by Panwar et al., 2016: 579) and some other researchers,
Miller (Cited by Linton and Helmet, 2017: 170), Thornhill (2007), Kumar (1997), Josiah
and Nyagara (2015) argue the view that businesses should choose and implement only one
of their generic strategies (cost leadership and differentiation strategy) to improve their per-
formance. On the other hand, Hill (1988) and Murray (1988) believe that cost leadership and
differentiation strategies are strategies that can be used together. Li and Li (2008) argue that
when these two strategies are applied both together and separately, they increase the business
performance.

In this research, it is aimed to determine whether cost leadership and differentiation strat-
egies can be used together. Therefore, the focus strategy is not included in the model. Also,
another aim of the research is to reveal the role of cost leadership and differentiation strate-
gies in the effect of the entrepreneurial mindset and entrepreneurial leadership on business
performance.

It is aimed to apply the research in a suitable sample where the variables in the model can
be measured. Small and newly established entrepreneurial businesses are relatively skilled
at identifying entrepreneurial opportunities, while they are less skilled at maintaining com-
petitive advantage. Besides, large businesses are more capable of maintaining their competi-
tive advantage while they are less capable of capturing opportunities. For this reason, newly
established small businesses tend to seek opportunities, while large businesses tend to seek
competitive advantages (Ireland et al., 2003: 967). In this context, it is predicted that it would
be more beneficial to select the sample of the research among medium-sized businesses to
evaluate both entrepreneurial and strategic situations at the same distance.
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Figure 1. Model Of The Study

The universe of the research consists of the founders or managers of 1473 medium-sized
businesses operating in eight sectors (furniture, construction, auto spare parts, auto sales,
markets, textiles, bakery sellers, training courses) in Erzurum-2017. The sample size select-
ed from the universe of this research was calculated as 305, within the confidence limits of
95%, with an error of 5% (https://www.surveysystem.com/sscalc.htm) (Kurtulus, 2006). 500
surveys were distributed to businesses and 467 of these surveys were returned. However, 443
surveys were used in the study because 24 surveys were incorrect.

Entrepreneurial Mindset Scale

In this study, the entrepreneurial mindset (EMS) scale developed by Mathisen and Arnulf
(2014) was used to measure the entrepreneurial thinking abilities of the managers. The scale con-
sists of three dimensions: Elaborating mindset (EM), Implemental mindset (IM), Compulsiveness
mindset (CM). There are 8 items about each dimension and the scale consists of 24 items in total.

As a result of the exploratory factor analysis, IM1, IM7, and CM1 items were removed
from the scale because the factor loads of the items were less than 0.40 and exploratory factor
analysis was repeated for 21 items. Then, it was observed that the factor loads of none of the
21-items scale were not less than 0.40 and that all items were collected under relevant fac-
tors. Besides, the three factors explained 60.569% of the total variance, KaiserMeyer-Olkin
(KMO) value was 0.912, Bartlett’s test of sphericity was significant (bartlett’s test: 5367.089
p=0.000) and Cronbach alpha value was 0.868. Confirmatory factor analysis was also per-
formed for the scale after the exploratory factor analysis. As a result of the analysis, three
factors were linked to a single factor as an entrepreneurial mindset (EMS). All of the fit indi-
ces for the second level confirmatory factor analysis (CMIN/DF: 2.997; GFI: 0.895; AGFI:
0.867; NFI: 0.907; IFI: 0.936; TLI: 0.926; CFI: 0.936; RMSEA: 0.067; RMR: 0.046; SRMR:
0.057) are within the acceptable range.
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Entrepreneurial Leadership Scale

In this study, the entreprencurial leadership scale developed by Renko et al. (2015: 67)
was used to measure the entrepreneurial leadership skills of managers. The entrepreneurial
leadership scale has one dimension and consists of 8 items. We have used the EL code for
the entrepreneurial leadership variable. Item analysis, exploratory and confirmatory factor
analysis were performed to ensure the validity and reliability of the scale.

As a result of the exploratory factor analysis, EL6 and EL7 items were removed from the
scale. After exploratory factor analysis for six items was performed again, it was found that
the single factor explained 45% of the total variance, KMO value was 0.757, Bartlett’s test
of sphericity was significant (bartlett’s test: 618.872 p=0.000) and Cronbach alpha value was
0.749. Confirmatory factor analysis was performed after the exploratory factor analysis. As
a result of the analysis, the EL8 item was removed from the scale because the standardized
regression load of EL8 was less than 0.50. The confirmatory factor analysis was performed
again after EL8-item was removed from the scale. All the fit indices of the scale (CMIN/DF:
2.390; GFI: 0.991; AGFI: 0.968; NFI: 0.983; IFI: 0.990; TLI: 0.974; CFI: 0.990; RMSEA:
0.056; RMR: 0.019; SRMR: 0.024) are within acceptable limits.

Competitive Strategies Scale

The competitive strategies scale has two-dimension: cost leadership and differentiation
strategies. The differentiation strategy dimension has 5 items and the cost leadership strategy
dimension has 4 items. The scale consists of 9 items in total. We have used the DS code for
the differentiation strategy variable and the CL code for the cost leadership in this study. The
competitive strategy scale developed by Gilley and Rasheed (2000) and Acquaah et al (2008)
was taken from the work of Espino-Rodriguez and Lai (2014) (Espino-Rodriguez and Lai,
2014: 14). Item analysis, exploratory and confirmatory factor analysis were performed to
ensure the reliability and validity of the scale.

As a result of the item analysis, the total score correlation of the DS1 item was found to
be less than 0.30. Thus, the item was removed from the scale and the analyzes were repeated.
Then, exploratory and confirmatory factor analysis were performed for 8 items. As a result
of the exploratory factor analysis, the KMO value was 0.746, and Bartlett’s test of sphericity
was significant (Bartlett’s test: 1091.722 p=0.000). It was determined that the cost leadership
strategy explained 30.5% of the total variance and that the Cronbach alpha value was 0.777.
It was also understood that the differentiation strategy explained 29.94% of the total variance
and that the Cronbach alpha value was 0.766.

Also, the confirmatory factor analysis showed that the regression load of the DS3 item
was less than 0.50 and the item was removed from the scale since this value was not consid-
ered statistically significant. The confirmatory factor analysis was repeated after the item was
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removed from the scale. All of the fit indices for confirmatory factor analysis (CMIN/DF:
3.351; GFI: 0.971; AGFI: 0.938; NFI: 0.956; IFI: 0.969; TLI: 0.950; CFI: 0.969; RMSEA:
0.073; RMR: 0.042; SRMR: 0.048) are within acceptable limits.

Business Performance Scale

In the literature, it is emphasized that the financial, market, and innovation performances
of the organization should be evaluated together in measuring the business performance (Ke-
skin et al. 2016). For this reason, two different scales have been used to measure business per-
formances. The first of these scales are related to the financial and market performances and
consist of 12 items. The second scale is related to the innovation performance and consists of
7 items. The business performance scale (BP) consists of 17 items in total. Both scales were
developed by Zehir (2016) based on the studies of researchers such as Zahra et al., Baker and
Sinkula, Lynch et al., Prajogo and Sohal. Item analysis, exploratory and confirmatory factor
analysis were performed to ensure the reliability and validity of the scales.

FMP code was used to indicate 12 items related to the Financial/Market Performance
scale, and IP code was used to indicate 7 items related to the Innovation Performance scale.
The Cronbach alpha value for the Financial/Market Performance scale was 0.960 and the
Cronbach alpha value for the Innovation Performance scale was 0.947. As a result of ex-
ploratory factor analysis of the 19-item business performance scale, KMO value was 0.960
and Bartlett’s test of sphericity was significant (Bartlett’s test: 8304,453 and p=0.000). The
Cronbach alpha value of the business performance scale was 0.961. Also, the factor explained
72,446% of the total variance. Confirmatory factor analysis was performed after exploratory
factor analysis. As a result of the confirmatory factor analysis, it was found that the regression
load of any item was not less than 0.50. In addition, all of the fit indices for confirmatory fac-
tor analysis (CMIN/DF: 4.644; GFI: 0.847; AGFI: 0808; NFI: 0.917; IFI: 0.934; TLI: 0.925;
CFI: 0.933; RMSEA: 0.091; RMR: 0.028; SRMR: 0.0381) are within acceptable limits.

Analysis and Findings

The main statistical values and correlation coefficients for the variables in the study are
shown in Table 1. When the correlation coefficients are examined, It has been observed that
there is a positive and significant relationship between entrepreneurial leadership and en-
trepreneurial mindset (r=0.360), entrepreneurial leadership and cost leadership (r=0.112),
entrepreneurial leadership and differentiation strategies (r=0.247), and entrepreneurial lead-
ership and business performance (r=0.237). It has been observed that there is a positive and
significant relationship between the entrepreneurial mindset and differentiation strategy (r=
0.154), the entrepreneurial mindset, and the business performance (r= 0.103). Also, the cost
leadership strategy negatively affected the business performance (r=-0.210); Differentiation
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strategy positively affected the business performance (r=0.248). It can be thought that this
situation is caused by the innovation performance questions within the business performance.

Considering the average of the variables of the study, it is seen that the average of entre-
preneurial leadership is high and the cost leadership strategy has a higher average than the
differentiation strategy. According to these results, it can be said that the business managers
participating in the research see themselves as entrepreneurial leaders and prefer cost leader-
ship more than differentiation strategies.

Table 1
Relationship Between Variables

X S.D. 1 2 3 4 5
EL1 4.39 0.59 1
EMS2 3.91 0.50 0.360** 1
CL3 4.01 0.75 0.112* 0.055 1
DS4 3.39 0.94 0.247** 0.154** -0.241** 1
BP5 3.68 0.65 0.237** 0.103* -0.210** 0.248"* 1

The path coefficients and the variance parameter values among the variables of the structural
model are shown in Figure 2 and the estimation results for the model are shown in Table 2.

When Figure 2 and Table 2 are examined together, the relationships between entrepre-
neurial mindset and entrepreneurial leadership, entrepreneurial leadership and differentia-
tion strategy, cost leadership strategy and business performance, differentiation strategy and
business performance, entrepreneurial mindset and business performance are meaningful (re-
spectively; p=0.000, p=0.000, p=0.000, p=0.007 and p=0.001). However, the relationships
between entrepreneurial mindset and cost leadership, entrepreneurial mindset and differen-
tiation strategy, entrepreneurial leadership and cost leadership strategy, and entrepreneur-
ial leadership and business performance are meaningless (respectively; p=0.133, p=0.553,
p=0.743 and p=0.050). For this reason, the meaningless relationships were removed from the
model and improvements were made to the model.

As a result of the improvements made in the model, the relationships between entrepre-
neurial leadership and cost leadership, entrepreneurial leadership and business performance
were found to be significant; so these relationships were not removed from the model. Also,
the fit indices of the model shown in Figure 2 (CMIN/DF: 2.735; GFI: 0.923; AGFI: 0.892;
NFI: 0.877; IFI: 0.919; TLI: 0.897; CFI: 0.918; RMSEA: 0.063; RMR: 0.078; SRMR: 0.0779)
are within acceptable limits.

As a result of the improvements made on the model of the research, it has been observed
that the entrepreneurial mindset has a positive effect on entrepreneurial leadership (0.617 p
<0.001). In addition, entreprenecurial leadership has a positive and significant effect on cost
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leadership (0.135 p <0.05), differentiation strategies (0.253 p <0.001) and business perfor-
mance (0.173 p <0.05). Upon examining the effects of cost leadership and differentiation
strategies on business performance, we find out the existence of a negative impact of cost
leadership strategy (-0.308 p <0.001) and a positive impact of differentiation strategy (0.146
p <0.05) on business performance. Also, fit indices of model shown in Figure 3 (CMIN/DF:
2.705; GFI: 0.923; AGFI: 0.894; NFI: 0.877; IFI: 0.918; TLI: 0.899; CFI: 0.918; RMSEA:
0.062; RMR: 0.080; SRMR: 0.0796) are within acceptable limits.

D @D @ ® 6 @ @

[ IVTEVT ] L IVITIVT ) [TV | [CL1] |[SL2] [CL3] [CL4]
75 84 10 % T8 61 ,7 .58
T Sy Dol
‘ .31 a
62
= ‘ B of o\
51 N\ TONES 52F [oa lor \o° [MEME] [WiET]

Figure 2. Standardized Estimation Results of the Structural Model

Table 2

Estimation Results of the Model

Variables Standardized Regression Weights S.E. C.R. P
EL <--- EMS 0.619 0.094 7.631 HEE
CLS <---EL 0.029 0.093 0.327 0.743
CLS <--- EMS 0.132 0.104 1.503 0.133
DS <--- EMS -0.050 0.193 -0.594 0.553
DS <---EL 0.303 0.182 3.315 kK
BP <--- CLS -0.311 0.073 -5.285 kK
BP <---DS 0.094 0.035 2.676 0.007
BP <--- EMS 0.264 0.118 3.284 0.001
BP <---EL 0.169 0.110 1.962 0.050

In the model, it has been revealed that entrepreneurial mindset has a positive and signif-
icant effect on entrepreneurial leadership (0.619; p<0.001) at 95% significance level. Also,
as a result of the improvements made on the model (removing meaningless relationships), it
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has been observed that the entrepreneurial mindset has a positive effect on entrepreneurial
leadership (0.617; p<0.001). Therefore, H1 is supported. Besides, in the main model, it was
determined that entrepreneurial mindset had a positive effect on business performance (0.264
p <0.001). As a result of the improvements made to the model, it has been determined that
the entrepreneurial mindset has a positive effect on business performance (0.255 p <0.001).
Thus, H2 is supported. However, as seen in the research model, the entrepreneurial mindset of
managers does not have a significant effect on cost leadership (0.132; p> 0.05) and differen-
tiation strategies (-0.050; p> 0.05). According to these results, H3 and H4 are not supported.
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Figure 3. Standardized Estimation Results of The Improved Model

Table 3

Estimation Results of The Improved Model

Variables Standardized Regression Weights S.E. C.R. P
EL <--- EMS 0.617 0.094 7.648 HEE
CLS <---EL 0.135 0.064 2.153 0.031
DS <---EL 0.253 0.124 4.029 HEK
BP <---CLS -0.308 0.073 -5.270 K
BP <---DS 0.146 0.035 2.716 0.007
BP <---EL 0.173 0.108 2.043 0.041
BP <--- EMS 0.255 0.116 3.254 0.001

In the main model, the entrepreneurial leadership did not have a significant effect on bu-
siness performance (0.169; p=0.05), but as a result of improvements made by removing me-
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aningless relationships, the entrepreneurial leadership has a positive and significant effect on
business performance (0.173; p<0.05). Therefore, H5 which was rejected by the main model
is supported by improvements. In the model, the entrepreneurial leadership has no significant
effect on cost leadership (0.029; p> 0.05); however, as a result of the improvements made in
the model, it is determined that entrepreneurial leadership has a positive effect on cost lea-
dership (0.135; p <0.05).

H6 which was rejected in the main model is supported by improvements. Also, entrepre-
neurial leadership has been found to have a positive effect on differentiation strategies (0.303;
p<0.001). Therefore, H6 is also supported.

In the main model, it was observed that cost leadership had a negative effect on business
performance (-0.311; p <0.001). As a result of the improvements made on the model, the
negative effect of the cost leadership on the business performance (-0.308; p<0.001) has
continued. According to these results, H8 is rejected. Similarly, it has been observed that the
differentiation strategy variable has a positive and significant effect on business performance
(0.094; p<0.05). As a result of the improvements made on the model, the positive effect of
differentiation strategy on business performance (0.146; p <0.05) has increased. Therefore,
HO9 is also supported. Moreover, the fact that cost leadership has a negative while differenti-
ation strategy has a positive effect on business performance supports the view of Porter, who
argues that these two strategies should not be used together.

Conclusion

In this research, entrepreneurship constructs such as entrepreneurial leadership and entre-
preneurial mindset are combined with strategic constructs such as cost leadership and differ-
entiation strategies, and the effect of these variables on business performance is examined.
After reviewing the related literature, a model that shows how cost leadership and differ-
entiation strategies affect the relationships among entrepreneurial mindset, entrepreneurial
leadership, and business performance has been developed. Thus, we tried to present a model
different from the existing strategic entrepreneurship models in the literature.

Our study focuses on two different views in the literature regarding cost leadership and
differentiation strategies. Porter (1980-1985) believes that businesses need to choose and
implement only one of the generic strategies (cost leadership and differentiation strategy)
to improve their performance (Panwar et al., 2016: 579). On the other hand, Hill (1988) and
Murray (1988) advocate that businesses can use cost leadership and differentiation strategies
together. With the strategic entrepreneurship model designed in this research, we aimed to
determine which view to support between Porter’s and Hill and Murray’s. To achieve this
goal, the conceptual framework of the research was determined and the model of the research
was tested.

62



Ersari, Naktiyok / The Role of Competitive Strategies in the Effect of Entrepreneurial Mindset and the Entrepreneurial...

As a result of this research, when cost leadership and differentiation strategies are used to-
gether, cost leadership strategy affects business performance negatively while differentiation
strategy affects business performance positively. These results support the opinion of Porter
and other researchers (Linton and Helmet, who transferred from Miller, 2017: 170; Thorn-
hill, 2007; Kumar, 1997; Josiah and Nyagara, 2015). Cost Leadership Strategy advocating
reducing costs and differentiation strategy advocating innovation practices that increase costs
may be conflicted with each other. In the analysis made on the sample data, the negative rela-
tionship between the cost leadership variable and the business performance variable supports
this idea.

Before testing the hypotheses, the correlation relationship between the variables and the
means of the variables were examined. The average of the variables of the study was exam-
ined and it was determined that the average of entrepreneurial leadership and entrepreneur-
ial mindset was high. This research was conducted in medium-sized businesses, and their
managers said they had a sufficient level of the entrepreneurial mindset and entrepreneurial
leadership. In other words, the managers participating in the research see themselves as en-
trepreneurial leaders who are open to innovations, have a vision, and can take risks. Also,
the analysis results showed that the cost leadership strategy has a higher average than the
differentiation strategy. According to these results, it can be said that the business managers
participating in the research prefer the cost leadership strategy more than the differentiation
strategy. This may be because the differentiation strategy is costly. There is economic instabil-
ity in Turkey and innovating is a costly strategy. For this reason, managers may have directed
the implementation of the cost leadership strategy.

When the correlation relations between the variables are examined, it is seen that there
is a positive and significant relationship between entrepreneurial leadership and cost leader-
ship, entrepreneurial leadership and differentiation strategy, entrepreneurial leadership, and
business performance. This situation shows us that entrepreneurial leaders are very import-
ant people for businesses. Nowadays, it is obvious that everything is changing rapidly and
businesses that cannot adapt to change are disappearing. For this reason, there is a need for
entrepreneurial leaders who are open to innovations and can think strategically. Especially
medium-sized businesses need innovative, visionary, risk-taking, entrepreneurial, and brave
managers to grow and make a profit.

Upon examining the corresponding literature, it was predicted that cost leadership and dif-
ferentiation strategies may have an important role in the effect of entrepreneurial leadership
and entreprencurial mindset on business performance, and analyzes were made on the model
developed based on this information. In the model, the entrepreneurial mindset is an indepen-
dent variable; entrepreneurial leadership, cost leadership strategy, differentiation strategy, and
business performance are considered as dependent variables. As a result of the analysis made
on the research model, improvements have been made on the model since the relationships
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between entrepreneurial mindset and business performance, entrepreneurial mindset and cost
leadership, entrepreneurial mindset, and differentiation strategy are meaningless. Analysis
results were interpreted considering both the research model and the improved model re-
sults. As a result, the entrepreneurial mindset has positively affected both entrepreneurial
leadership and business performance; however, it has no significant effect on differentiation
and cost leadership strategies. Also, it has been determined that entrepreneurial leadership
has a positive effect on business performance, cost leadership, and differentiation strategies.
Although cost leadership negatively affects business performance; differentiation strategy
positively affects business performance. One of the reasons that cost leadership negatively
affects business performance may be innovation performance questions within the business
performance scale.

Due to cost and availability, this research data was collected from a single city. Therefore,
the sample of the research is limited to managers of medium-sized businesses in Erzurum.
For this reason, it is recommended to conduct the research in different cities to generalize the
study results. Also, it is suggested that other variables should be included in the research in
order to evaluate the subject more comprehensively. In particular, environmental uncertainty,
which is thought to have an impact on competitive strategies and performance, can be added
to the model as an important variable.
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