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Effect of Political Actors on Small Firms’ Business
Relationships and Performance

-A Case of EU and Swedish Small Firms

ABSTRACT

Despite the statement of many researchers andicgoi$ on the vital role of SMEs for their
contributions to GNP and employment, the research SMEs relationship with political
organizations is left almost untouched. This pdpghlights the effect of political organizationkdi
EU, on SMEs business performance. With emphasisheneffect of political unit on long-term
business performance, the focus of this study ishow political units influence small firms.
Employing business network theory, the stress isthan effect of political relationship and the
connection on business relationship and finallyiness performance. It develops a theoretical view
and examines how the coercive/supportive behawbpolitical units affects directly and indirectly
on business performance. While the direct effdetrseto the direct relationship between the pdlltic
and business units, the indirect relationship corxéhe effect via coercion or support of business
relationship. For the direct and indirect relatiopseffect on business performance the study has
developed 4 hypotheses which will be tested bylte$tom a survey involving from 134 SMEs in
Sweden. Using PLS for statistical analysis, th&larhighlights the importancef a firm’s business
relationships in both being affected by coercivéioas by political organizations and also in
receiving the full benefit from their supportivetiaos.

Keywords: business performance, SMEs, businessaeships, political connections, coercive and
supportive behaviour, the European Union

AUTHORS

Amjad Hadjikhani Firouze Pourmand
Department of Business Studies Department of Basigtudies
Uppsala University, Sweden Uppsala University, Ssved
amjad.hadjikhani@fek.uu.se firouze.pourmand@fekeiu.

Peter Thilenius

Department of Business Studies
Uppsala University, Sweden
peter.thilenius@fek.uu.se

Introduction

Despite the statement of many researchers (e.goe@a and Montemerlo, 1999) on the vital role of
SMEs in both Europe and USA for their contributidaasSNP, employment and wealth creation, the
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research on SMEs relationship with political orgations is left almost untouched. The failure in
incorporating the impact of political organizatioro the studies on small firms is founded in the
view that small firms operate in local markets &agde to follow the political rules, no matter were
these political units are situated. This study plasés that small firms’ business performance is
confronted with uncertainty from not only their destic country’s political organizations but also
from those in other countries or unions like the. Eble lack of studies on such business realitiss ha
motivated this study to focus on the question of IBMEs business performance is affected by the
political organizations like the EU. Authors likeng et al. (1990); Hadjikhani and Ghauri, (2001);
Welch and Wilkinson (2004), claim that the scoparairketing literature contains no more than a
handful of research, based on systematic invegiiggtpertaining to interactions between firms and
political units. Researchers state that there msiderable knowledge gap between the firms’
practices of the political market and the avail@pibf sound, research-based insights and pringiple
Furthermore, the available studies seldom touchnuf®Es and their embeddedness in the
international political environment; and more sfieally situations where SMEs are active in a local
market and have no foreign operation. In line wilils reasoning, the study by Hadjikhani and
Ghauri (2001) demonstrates how Swedish firms mafgelcommitments to influencing the political
units in the EU before political decisions are mate explicate, the higher the influence, the more
specific support the firms gained.

Research on business network theory, like the esudf Welch and Wilkinson, (2004) and
Hadjikhani and Thilenius, (2005), promote the vithat the business performance of a business unit
is related to its business relationship and conmest In this vein, the theoretical foundation loifst
study is composed of three analytical units; then'8 business performance, the focal business
relationship and the political connection. The fgrhusiness performance is proposed to be affected
by the political connection both directly and ireditly through the impact on the focal business
relationship.

The effect of political units can be studied thewrercive and supportive actions towards the
business firms (Hadjikhani and Thilenius, 2005)tHa few available studies, SMEs are explained as
being adaptive because of their resource scarCjgld and Tyrvainen, 2008; Hadjikhaat al.
2006). While large business firms have organizeitstand commit resources towards the political
organizations, SMEs have to undertake costly, amprctions (Prashantham, 2005; Hadjikhani and
Ghauri, 2001). One major goal of SMEs in their iatdion with political units is to avoid
uncertainty and gain support for their busines3exkling the political environment is vital as
SMESs, contrary to large business firms, do not hewfécient internal resources. While MNCs can
undertake proactive actions to manage the politioakrtainty and gain support, SMEs are regarded
as being passive and adaptive.

SMEs have been extensively researched in manyreiiffdields. While some studies concern
issues like entrepreneurships in international remvnents, or the role of social capital for small
firms (Westerlund and Svahn, 2008), others contepics like internationalization (Coviello and
Munro, 1997; Hohental, 2001), and foreign marketryerfOjala and Tyrvainen , 2008). These
attempts reflect issues like SMEs and the firmléaetors such as resources and knowledge (see for

2



Abstract preview

example, Bell 1995, Prashantham, 2005). The vitld of SMEs and political impact has recently
drawn the attention of some researchers (Hadjikhadi Ghauri, 2001; Crane and Desmond, 2002).
In these efforts the environment of SMEs refleaisibbess issues like production scheduling or
firms’ strategy and environmental uncertainty @& thanufacturing environment, using technical and
financial risk management. The political environinisrstudied by the hierarchical power of political
units on manufacturing or financial issues. Invlevs developed, the unit of analysis is the firma a
not the business relationships. Further, the uairgytthat reaches SMEs emanates from local, often
domestic, political units.

A study like this one can contribute knowledge aply to the research community but also to
the SMEs, managers and practitioners, who thus gamore systematic understanding of their
relationships in the socio-political market. Theeggnt study goes beyond this mainstream and
assumes that SMEs are interwoven in a network contaboth business and non-business actors
(Welch and Wilkinson, 2004). As stated by Welch aviidkinson (2004) such interdependency calls
forth studying how political organization effect basiness firms.

Theoretical Frame and Hypotheses
Constructed on business network theory (Hakansk®®9; Ford, 1990) this study frames the link
between business performances and the politicatioakhips. It departs from the view that
mutuality and long-term relationship in businessmoek theory contains a function that preserves
the gain of each of the individual firms. It rests the view that long-term business performance of
every business unit is prerequisite to operate ugsiness network context. The presumption sets
business performance in focus while relationships rretwork activities occur as means to preserve
the firms’ long-term gain. Following the statemeffitresearchers like Welch and Wilkinson (2004)
and Hadjikhani and Thilenius, (2005) business nstwoontext is explained to encompass
relationships with both business and non-busines®ra In this vein, business firms are
interdependent on the political actors as theygaan support or be hindered, and political actoes a
directly and indirectly interdependent on SMEshas/tare the major source for the increase in GNP,
jobs and the development of local industries. Thhus,business performance of each individual unit
is in this context an outcome of the relationshwath actors belonging to different structures.
Business performance relies in this perspectivéhereffects from both business and non-business
interactions. The view is delimited to studying #e called ‘political market’ while denoting the
effect of political actions on business performantdollows the assumption that political actors
have two possible routes of interaction with eviedividual business actors. Business performance
is in one way affected by the direct relationshgtwieen political and business actors and in another
way through by the connection via the businesgiogiship. The political connection can either be
supportive or coercive. The effect of this conmattcan either be direct or indirect through the
connection to business partners. Business perfarensnregarded as an output of the firm’s direct
relationships with business relationships and leypblitical connection.

With emphasis on firms’ performance researchers Hsuet al. (2008) state that business
performance as antecedent to the firms’ relatiggsshind network. Business performance, viewed in
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this perspective, highlights the issue of longewtybusiness development. Rather than financial
performance, revenues, market shares and returmvastments, measures (Ruet al, 2004)
relating to short-term performances, business dhpeand aspects like non-financial performance
are elevated as alternatives for the study of lssiperformance (Tseegal, 2009). Indicators like
capability in product development and technologamlelopment (Ford, 1990; Hakansson, 1982) or
knowledge development in the firm (Olavarrieta &rgedman, 2008) which explain the business
long-term growth and survival of the firms are wdi$posed to measure the business performance.
In this study, these indicators are presumed tefteeted not only by business operations but ajso b
the effect of political relationships.

The notion of political effect relies on assumpttbat political actors are dependent on SMEs as
firms make investments that affect realm of thdtal units and that these firms are dependent on
political units for their support and for marketlslity. Following the reasoning on business
relationships the actions of political organizatioan be explained as coercive or supportive
behaviour in the relationships while the act ofibess units can be observed as influence or
adaptation. Supportive actions are assumed to peortie enhancement of the firm’s business
performance, while coercive actions are associaitdthe contradictory reduction of the business
performance. The notion of coercion implies thereise of legitimate power to force business firms
to follow the political decisions. The adaptive belour of SMEs will eventually increase the costs
and reduce the business gains. The supportive oulésancial support on the other hand will have
positive effects and increase the firms’ perforneanthe Green Paper of the EU in 2001, for
example, concerns the issue of an integrated ptqublicy (Zackrissonet al, 2008), an attempt to
support in some fields and hinder in other fieltilse effects of political coercive actions on MNCs
are presumed by some researchers to be lower cethpath SMEs. SMESs, because of their size
and low managerial resources, have to adapt thganizational structure and business relationships
(Hadjikhani and Ghauri, 2005). However, these filmts make investments in fields like lobbying
to affect the political units (Hadjikhani and Thilas, 2005a; Hadjikhani and Ghauri, 2001; and
2008). Some, like Henisz (2003), and Coen, (200&sypme lobbying and influence on political
organizations (Ghauri and Hadjikhani, 2006) as rgarial actions to build relationships with these
units and gain support. In a relationship settthg, possible actions are to; a) change the coercive
behaviour or; b) strengthen the supportive behavi@idadjikhani and Ghauri, 2001). The
accumulation of coercive/supportive and adaptatdinénce in this interaction is manifested as
positive/negative consequences on the firm’s bgsiperformance. Furthermore, this accumulation
of behaviour can be the result of direct effectsbasiness performance or indirect effects through
business relationship. In Figure 1, the politicainmection’s effect on firms’ performance is
illustrated as two functions, one direct on focaht’ business activity and one indirect mediatgd b
the business relationship support and coercion.

Figure 1: Political Connection and the effects amfs business performance
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Accordingly to Boddewyn (1994) and Easton (1992¢di and indirect functions can have positive
or negative effects on business firms. While sufpp®ractions promotes the business performance
and gains, coercive actions reduces the businass. gehe coercive view implies the exercise of
legitimate power to force business firms to folldiae political decisions. The first hypothesis
concerns the direct function which implies thatitpmdl actions contain a degree of specificity with
directly effect on each business units individualiypdoubtedly, for the relationship logic this widl
turn effect on business relationship (this effeatat included in this study). In terms of relasbip,
business firms’ undertake actions to gain speaifltience by either lobbying/negotiation or are to
adapt themselves. While the primary action, likegatmtion is to keep the mutuality in the
relationship, the latter manifests a coercive retethip. The assumption in the relationship between
the political and business firms is to connote diegree of direct effect on business performance.
This relies on specificity in the relationship betm the two. Obviously, this effect will subseqlent
create obstacle or new opportunities for the firrogsiness relationship. The hypothesis in the
following regards this direct effect and mean tadgtthe strength of the direct effect of political
connection on firm’s business performance.

Hypothesis 1:The stronger the political connection the higllee direct effect on firm’s business
performance

The indirect effect resides on the logic of bussnestwork as any action of the interactive parties
affect and become affected by political units. $peor general effect from political units on
interactive parties’ relationship will ultimatelyfect on business performance. No matter the degree
of the specificity or the degree of the strengtlhaercive or supportive act of political units, iness
relationship becomes affected. While some actidnsngthen the business relationship, others
weaken it. Supportive behaviour can aid businelsgioaships and strengthen them while coercive
behaviour on the contrary can weaken them. Ultitpatsach of these imposes specific effects on
business performance. Business relationships fuamdtn this line of reasoning is as a conduit
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creating indirect effect of political connection éifm’s business performance. Firms’ long-term

technological investment for new technologies aradipct development or even short-term return on
investment, is postulated as an outcome from oglahips with both business and political actors. In
this regard the following three hypotheses refdamto different aspects. One is in regard to theatff

of political connection on the business relatiopséind the other two refers to the direct effect of
political connection on business performance via lilasiness relationship. The first examines the
strength in coercive and supportive behaviour osinass relationship strength. The next two
concerns the strength in the political effectsupmort or coercion of business relationship ana the

on business performance.

The stronger indirect connection, resides on bgsimelationship will ultimately effect on
business performance. No matter the degree ofpihafgeity or the degree of the strength in
coercive or supportive act of political units, mess relationship becomes affected. While
some actions strengthen the business relationsthiprs weaken it. Supportive behaviour can
aid business relationships and strengthen thenewbircive behaviour on the contrary can
weaken them. Ultimately, each of these imposesifgpetfects on business performance.
Business relationships function in this line ofs@aing as a conduit between the political
connection and firm’s business performance creamondirect effect of political connection
on firm’s business performance. Deviation of suppod coercion of business relationship is
to study the degree of effect of each one on basiperformance. Firms’ long-term
technological investment for new technologies @dpicts and short-term return on
investment, is postulated as an outcome from bssiard political relationships. In this
regard the following three hypotheses refer to different aspects. One is in regard to the
effect of political connection on the businesstrefeship and the other two refers to the effect
of political connection on business performancetk@business relationship. The first
examines the strength in coercive and supportitavieur on business relationship strength.
The next two concerns the strength in the politefBdcts in support or coercion of business

relationship and then on business performance.

Hypothesis 2The stronger the political connection, the highlee effect on business relationship
support and business relationship coercion

Hypothesis 3 The stronger the political connection, the highke indirect effect mediated by
business relationship support on firm’s busines$opmance

Hypothesis 4The stronger the political connection the higheg thdirect negative effect mediated
by business relationship coercion on firm’s bussngsrformance

Method
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This research is part of a broader project aimihgudstantially increasing our knowledge on the
effect of political activities towards businessastand the effect on business relationships and fi
performance. In this context, a questionnaire wesigthed to collect data on a variety of topics
related to these issues. The questionnaire coneistur parts; 1)) EU’s influence on the
relationship between the firm and the specific,sgmbusiness partner;; 2)) EU’s influence on the
focal business;; 3)) the relationship towards thesen business partner, without inference from the
EU, and finally;; 4)) the role of intermediarieschuas politicians on local and national level ad we
as trade organisations. All variables were measoneal five-point ordinal scale.

The chosen setting for this study is Sweden amticp&arly SMEs. Following the EU definition of
SMEs, e.g. firms with more than 10 and less thare®ployees, a turnover of a maximum of 10
million Euros, a sample frame was drawn from a Ssfedlatabase covering all Swedish firms.
During the sampling process there were no congidertaken to the geographical dispersion of the
sample unit. The questionnaire was pre-tested an sninor modifications were made to correct
phrasings and ambiguous questions to exclude eyusnadicators. The data collection was done in
Sweden, the late quarter of 2008 and the languageSwedish. An introductory letter was attached
to the questionnaire with information about thepmse of the study, the contributions to research
and the practical knowledge that it will bring tbet business community. Some additional
information about the sampling procedures, on heevanonymity of the respondents will be taken
into consideration, how the results are going taged and also information about how to fill in the
actual questionnaire was also included. A pre paidelope for returning the questionnaire on
completion was also sent along with the self adsténed mail questionnaire. Finally, data from 124

SMEs were collected.

Data analysis technique

To assess construct validity and test the hypothesmartPLS version 2.0M3 (Ringle, Wende and
Will, 2005) were used. PLS, partial least squanes a statistical technique built on structural
equation modelling and is preferably more appraerighen sample sizes are small, exploratory
and/or assumptions of normal distributions aresadisfied (Chin and Newsted, 1999). The method
of employing PLS for analysis follows a two-stepagach. The first step comprises the assessment
of the measurement model, i.e. the reliability aalidity of the constructs. The second step invelve

specifying a structural model which is evaluatetemms of the strengths of the causal relationship.

Data analysis and results
In the analysis, the business relationship supaod coercion and business performance were all
operationalised as latent variables, i.e. the \&whfethe indicators of a construct are assumeceto b
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caused by the latent variable and thus co-varyectflg the level of the latent variable. The
independent variable, denoted Political effectnisasured by three indicators forming a construct
relating to the support from EU for business, thestment of specific resources to handle EU rules
and regulation and also the level financial resesirgpent on political issues. The other constructs
are formed in the same manner all with four indicatrespectively to measure the latent variable.
Business relationship support is measured throunglcators on business development, taking
advantage of business opportunities and the lomg-tevelopment of the business relationship.
Business relationship coercion is indicated byrtbgative effect of EU on the business relationship,
the impact of rules and regulations, the diffiedtin handling EU-issues and the extremity of EU-
demand on the business with the business countefpaally, the firm’s business performance is
measured by the creation of new business oppadanihe facilitation of product development, the
increase of profitability and technical developmeénttable 1 below, all indicators of latent vaited
and constructs are displayed together with theiammestandard deviation, factor loading, the
reliability coefficient and the average variancérasted (AVE) of latent variables.
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Table 1: Means, standard deviations and factor lngdor all constructs

Copsfrucf Mean SD. Foc‘rpr

Indicator! loading

Business relationship support (Reliability?=0.83; AVE=0.66)

1. EU makes that we can develop our business with our business 2.21 1.17 0.80
counterpart

2. lIssues discussed in EU affect the development of the 2.64 1.15 0.73
relationship with our business counterpart

3. We and our business counterpart have taken advantage of 2.38 1.18 0.85
the opportunities created by EU

4. Long-term EU will have a positive affect on how our relationship  2.73 1.07 0.86

with our business counterpart will develop

Business relationship coercion (Reliability=0.87; AVE=0.72)

1. Issues discussed in EU have an negative effect on the 2.04 1.09 0.74
relationship with our business counterpart

2. EU’s rules and regulations has forced us to extensive changesin  2.00 1.16 0.86
our business with our business counterpart

3. Handling EU-issues in the relationship with our business 1.82 1.00 0.91
counterpart is froublesome

4. EU often poses preposterous demands that we have to follow 2.00 1.10 0.87

in the business with our business counterpart

Firm’s business performance (Reliability=0.75; AVE=0.58)

1. EU has created new business opportunities 2.79 1.27 0.80
2. EU has simplified product development for us 2.22 1.05 0.81
3. EU has a positive effect on our business profitability 2.35 1.00 0.78
4. EU has a positive effect on our possibilities for technical 2.63 1.12 0.64

development

Political connection (Reliability=0.59; AVE=0.56)

1. We often get support from EU for our business 2.08 1.08 0.62
2. We invest specific resources for handling EU rules and 1.93 1.18 0.88
regulafions

3. We spent a lot money on political issues 1.70 0.98 0.72

Following the suggestions in Comrey and Lee (1992} factor loadings of 0.71 are considered
excellent, 0.63 as very good, 0.55 as good, 0.4aiaand finally loadings below 0.32 as poor, we
can state that all variables in Figure 3 aboveiaterpreted. The reflective measurements in the
model have all very good to excellent factor logdinThe individual loadings varies from 0.62, as
being the smallest loading value, to 0.92 as b#irdargest factor loading value. The recommended
value for the reliability coefficient (Cronbach’$pha) is 0.7. The value for all latent variables is
exceptionally on a satisfying level and above teeommended value. The AVE is recommended
that for every construct, more than 50 percenhefuariance should be explained, e.g. to be higher
than 0.5. In the table above, AVE is higher thah for all variables and shows that the values are

satisfactory for the purposes of this analysis.

! Translated from Swedish original. phrasing in Esfgmay differ slightly in some cases
2 Cronbach’s Alpha
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Table 2: The latent variable correlation matrix: sdriminant validity —squared latent variable
correlations (off-diagonal elements) versus AVEg¢dnal elements)

Construct Business Business Firm’s Political
relationship  relationship  business connection
coercion support performance

Business relationship 0.85

coercion

Business relationship  0.42 0.81

support

Firm’s business 0.09 0.63 0.76

performance

Political connection 0.51 0.48 0.50 0.75

Square root of AVE on the diagonal. correlations off-diagonal

In assessing the discriminant validity among theriavariables the square-roots of the AVE of each
latent variable was calculated from the PLS-ougmd compared to the correlations among the same
variables. From the outcomes displayed in Tableb@ve, it can safely be concluded that the
discriminant validity is satisfactory in all cas&s the square-roots of the AVE of the latent vdemb
are larger than the correlation among them. Foligwthis step in the analysis, a structural model
encompassing the hypothesised causal relationspexsfied and tested in PLS. The results for the

output for the analysis are displayed in Table [B\Wwe

Figure 3: Structural model

Business
relationship

Firm’s business
performance

Political
connection

Business

(5.55) . .
relationship

(4.61)

Note: B-coefficients with t-values in parenthesis

In figure 3 above, the output from the statisticamputations of path coefficient and their statasti
significance in PLS is displayed. The figure shdhat all hypothesises are considered to provide
adequate evidence of the predictive ability of thedel and are statistically significant. The model
also shows an Rof 54.2% for firm’s business performance. Furthemen the output shows that the
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direct effect of political connection on businessfprmance (0.41; 5.18) provide sufficient support
to accept hypothesis 1; the notion that the stromige political connection, the higher the direct
impact on firm performance. The support for hypeibel also validates the assumption on a link
between business operations of a firm and the teffereof of actions by political organizations.
Further, the basic assumption in the study that whaety of actions by different political
organizations can be aggregated into what has lbeee labelled the political connection and that
this construction clearly has a direct and posiéffect on firm performance is validated.

Turning to investigate the outcome of the stat@tcomputations relating to the other hypotheses
presented above it interesting to note that theashmf political connection on both business
relationship support (0.48; 6.57) and businesstioglship coercion (0.51; 5.55) are statistically
significant. These observations in combination mtewsupport for hypothesis Rge. that stronger
connection the effect on business relationship sdp@nd business relationship coercion.
Furthermore, when comparing the path coefficients ievident that both the effect of political
connection on business relationship support anthess relationship strength is stronger compared
to the direct effect of political connection onnfils business performance. This implies that the
effect of political connection is more pronouncedai business relationship setting and further that
the effect simultaneously provoke both supportivé eoercive behaviours in the relationships.

The statistical output in Figure 3 also reveagsacisupport for the effect of business relationship
support (0.59; 8.94) on firm’'s business performandgpothesis 3; the stronger the political
connection, the higher the indirect positive effaxft business relationship support on firm
performance is strongly significant and therebypsurfed. The support for hypothesis 4 is also clear.
The outcome of the analysis shows that politicéatfhas an indirect negative effect on firm
performance through business relationship coer¢iO87: 4.61). Taken together, the support for
hypotheses 2, 3 and 4 provide evidence for therantieffect of political connection on firm’s
business performance, i.e. the mediating functidsusiness relationship as conduits for the palitic
connection effect on firm’s business performaneetiermore, looking at the path coefficients it can
be concluded that the indirect positive effect olitcal connection via business relationship suppo
(0.48 and 0.59) is higher as compared to the de#etct (0.41) of political connection on firm’s
business performance providing additional evidemtehe importance of business relationships for
the firm to gain advantage of the political conretin terms of business performance. Interestingly
the mediation of the indirect effect of politicadrmection though business relationship coercion in
decreasing firm’s business performance is also,hadjteit lower than the other path coefficients.
This implies that the true negative effects of focdi connection arise when the effect is stroraget
mediated via the business relationship coerciois Glearly results in negative effects on the fsm’

business performance in despite the positive detfetts of a strong political connection.
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Discussion and Conclusions

There are few academic empirical studies on thetiqadl effect on business performance. A
contribution of this paper is that is that politiadecisions have a strong effect on business
performance, weather they are supportive or coeréven though SMEs operate on a local market,
this study has proven that the decisions made byigab actors in EU effect SMEs business
performance. The supportive activities made by Bl\ehalso been proven in this study to benefit the
development of long-term business towards busipagsers and also for SMEs to take advantage of
the opportunities created by EU. This paper pravsteme knowledge but further studies in this filed
can guide researchers, business firms and alstcpois. The vitality for such research is becanfse
the importance of the SME on socio-economic systantsalso the increasing voices of politicians
in their supportive mission. Studying how coercarel supportive actions promote SMEs business
will provide knowledge about both effects which @ather create possibilities or hinders.

The results manifest the impact of political effen business performance; no matter if the
political effect is direct or indirect. The indicas for business performance were that EU creates
new business opportunities, simplified product digweent, and has a positive effect on business
profitability and possibilities for technical dewpiment. The findings reported in this paper, ingisa
that both direct and indirect relationships hashhaffects on business performance. What is more
interesting is that the indirect positive effechigher then the direct. Meaning that SMEs, sintitar
MNCs (Boddeweyn, 1988) cooperate with their busngartners to gain further support in their
business. Also for the indirect negative effecg, tasults reveal that the exercise for legitimategr
to force business firms to follow the political d@ons is rather high. The adaptive behaviour will
result in higher costs and reduce the gain. Howawerelation to the positive indirect effect, the
negative indirect effect of business relationshipercion on business performance is lower.
However, the connection between positive and negagiffects on business firms are seldom
researched and further studies in this can imprthee understanding of political effects on
businesses.

The study also has some limitations. An importamé is that the measurement indicators for
business performance are reflective and based emedpondents impressions and not on factual
variables. A suggestion for future studies is tdude turnover, number of employees etc. Another
limitation in this study is that the hypotheses areasured the view of SMEs on the impact of
political units. It does not concern the managenbehiaviour of these firms to reduce the uncertainty
from the impacts. Further study on how SMEs buititsuor cooperate with others (like studies on
MNCs managerial actions towards political units)influence political decisions can increase our
understandings.
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