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ABSTRACT: The business environment as a contextual factor has long been, and remains, a
central theme of great importance in management literature. However, there are few researches
related to the empirical measurement of its dimensions in the Hospitality Industry. This study
aims to determine how business environment hotels compete in Turkey and to develop a re-
liable and valid instrument for measuring the business environment characteristics of hotels.
The study proposes a conceptual model based on the four-dimensions: environmental diver-
sity, complexity, dynamism, and pressure. A survey instrument was developed to collect data
from hotel managers in Turkey. Exploratory and Confirmatory Factor analysis were utilized
to test the model using the data from 310 survey returns. The results indicate that the hotels
compete in a business environment where dynamism, complexity, diversity, and pressure are
high and the developed survey instrument can generate reliable data. The model is proven
valid, and the four dimensions explain the most variance in the business environment of ho-
tels. Keywords: Business Environment, Turkey Hospitality Industry, Hotels, Competition.

INTRODUCTION

Today’s continually changing business environment is experiencing
an unprecedented rate of change (Longenecker, Neubert and Fink,
2007). The environment is getting increasingly complex and turbu-
lent, and the quantum of information is increasing rapidly (Mukher;ji
and Mukherji, 1998; Vasconcelos and Ramirez, 2011). Drastic changes
are taking place on the competitive landscape (Bettis and Hitt, 1995)
and the level of competition is rising rapidly (Chaharbaghi and Nu-
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gent, 1994). Markets have become more fragmented, customers can
no longer be categorized as easily as in the past and are demanding
better value, greater variety, improved service on shorter lead times,
and accelerated product innovation (Chi, 2009). In all sectors, mar-
kets are restructuring, growing, shrinking, merging, and breaking
(Brown and Eisenhardt, 1998). The boundaries of firms and industry
are changing and blurring (Simerly and Li, 2000; Hui and Fatt, 2007).
As a result of these changes, environmental uncertainty is increasing
(Bordia et al., 2004), business environment is becoming more unpre-
dictable and dynamic (Wernelfert and Karani, 1987). This new busi-
ness environment formation is described as a “hypercompetitive”
(D’Aveni, 1994) and ultra-competitive environment (Longenecker,
Neubert and Fink, 2007).

According to many scholars in the organizational theory field, for
surviving success and competition in this rapidly changing business
environment (Anand and Ward, 2004), organizations have to respond
to environmental changing factors (Simerly and Li, 2000) in a timely
and effective manner, and to learn faster (Chaharbaghi and Nugent,
1994) how to change their structure strategically (Bordia et al., 2004), to
manage change successfully (Longenecker, Neubert, and Fink, 2007),
and to adopt new challenge factors (Tan and Tan, 2005). On the other
hand, in these conditions, a major challenge for senior managers and
policy makers is to understand the structural features of the business
environment (Tan and Tan, 2005), to learn to continuously renew their
offering and processes (Sparrow and Ringland, 2010), and to develop
creative and innovative strategies to deal effectively with these chang-
ing factors (D’Aveni, 1994; Simerly and Li, 2000).

In the last 20 years, Turkey's hospitality industry, with the impact of
globalization, competition, and technological developments, has expe-
rienced significant improvements in terms of quality and quantity. The
number of newly opened hotels, co-operation agreements between
hotels, the number of bankrupt or transferred hotel businesses, prod-
uct and service oriented innovations have increased. The industry has
grown nearly 10 times, the number of players in the sector and the va-
riety of goods and services offered has increased, the customer profile
and demands have changed. Despite these positive developments, the
industry has become more challenging, competition has intensified and
businesses, not aware of the current situation and future trends of the
industry, began to face difficulties in managing change and maintain-
ing their lives in this new competitive environment. In such a complex
environment for hotels, it is necessary to determine the dimensions of
the business environment, the level of uncertainty, and the reflections
of the emerging and continuing threats and opportunities which exist
in the business environment (Olsen, Murthy and Teare, 1994).
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However, so far, in the studies examined, it is found that there is
no comprehensive, reliable and valid research measuring the business
environment characteristics of the hotel industry. In an effort to fill
this gap, this study aims to propose a conceptual business environment
model based on one of the most widely accepted models — the Mintz-
berg (1979) model — and previous studies in the literature.

In the literature, generally, two distinct strategies have been used to
assess the environment: first, utilizing the perceptions of the organi-
zational decision makers or outside panel of experts, and second, uti-
lizing the archival records (Amitabh and Gupta, 2010). In this study,
the first strategy is used to determine the characteristics of hotel busi-
ness environments.

The remainder of this article is organized as follows. The next sec-
tion reviews the relevant literature. Then the research subjects, popula-
tion and sample, survey procedure and data collection, the conceptual
development of Business Environment model (the instrument is de-
scribed with the corresponding measures and scales for each construct
in the model) and analytical methods are discussed in the methodolo-
gy section. The findings follow thereafter. Finally, the conclusions are
drawn from the findings, and the implications are presented for both
academic researchers and industrial practitioners.

LITERATURE REVIEW

Organizations are open, living, and complex systems and have to
interact with the environment continuously and successfully to survive
(Aldrich, 1979; Child, 1997). Today, organizations continue their lives in
avery complex business environment (Vasconcelos and Ramirez, 2009).
The business environment, directly or indirectly, impels continuously
the organization (Kourteli, 2000) and has a decisive impact on the life
and death of organizations (Schmid, 2004). Organizational theorists
emphasize that the ability of an organization to adapt to changing en-
vironmental circumstances is a key factor in order to maintain viabil-
ity and greater autonomy, to survive and to prosper (Duncan, 1972;
Bourgeois, 1980; Mukherji and Mukherji, 1998; Strandholma, Kumara
and Subramanianb, 2004).

The business environment as a contextual factor has long been,
and remains, a central theme of great importance in management and
the strategic management literature (Koufopoulos and Chryssochoid-
is, 2000; Anand and Ward, 2004). A large body of literature suggests
that business environments have substantial effects on organizational
structure, process, decisions (Burns and Stalker, 1961; Emery and Trist
1965; Duncan, 1972; Thompson, 1967) and on organizational perfor-
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mance (Boyne and Meier, 2009; Rhys, 2009), strategic choices—behav-
iors (Feurer and Chaharbaghi, 1996; Ward and Duray, 2000; Gonza-
lez-Benito, Rocha and Queiruga, 2010) and strategic alignment (Luo,
1999; Tan and Tan, 2005).

Business environment is located in a place where organizational
action occurs (Whittington, 1988) and defined as the relevant physi-
cal and social factors outside the boundaries of an organization that
are taken into consideration during organizational decisions (Duncan,
1972). It is considered as source of opportunities and threats (Bour-
geois, 1980). The business environment is conceptualized as a multi-
dimensional and complex structure consisting of components such as
market, government regulations, technology, activists, local commu-
nities, trade associations, investors, and customers with very different
properties (Longenecker and Pringle, 1984; Anand and Ward, 2004,
Delmas and Toffel, 2008), and there is a strong set of relationships be-
tween the components (Lewontine cited in Mason, 2007).

Business environment, in terms of the level of relationship with the
business and the influence status to business, is categorized into two
groups —general or macro environment and specific or task-competi-
tive environment- by researchers (e.g., Duncan, 1972; Bourgeois, 1980;
Elenkov, 1997; Bateman and Snell, 2002; Nadkarni and Barr, 2008). The
general or macro environment consists of components such as govern-
ment policies, national and global economic-politic conditions, trends
in social development, technological developments and the natural en-
vironment, which are difficult to control and have mostly indirect effect
on the organizational processes, in some cases direct (Mavondo, 1999).
This environment is more related to the future conditions of firms (Hitt,
Ireland, and Hoskisson, 2005). The task-competitive environment is the
immediate environment surrounding a firm, includes suppliers, custom-
ers, competitors, new market entries and the like, and directly affects the
organization’s activities, processes, decisions. It can be controlled more
easily than the macro environment components (Longenecker and Pring-
le, 1984; Bateman and Snell, 2002; Grant, 2005). This environment is
relevant to the organization’s goal settings (Duncan, 1972) and to the
competition conditions that firms have to struggle in and to the factors
that affect the profitability of the company within the industry (Hitt,
Ireland, and Hoskisson, 2005; Fitzroy and Hulbert, 2005).

On the other hand, the types of business environment are gener-
ally determined by the degree and predictability of change and corre-
sponding threats and opportunities (Ward and Lewandowska, 2008).
The main types of business environment are discussed by research as
static-dynamic, simple-complex (Duncan, 1972), stable-unstable (Dou-
gall, 2005), low uncertainty-high uncertainty (Lin, 2000) in the organi-
zation theory literature.
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The static-dynamic type is viewed as the degree of environmental
tactors that remain basically the same over time in a continual process
of change (Duncan, 1972). Stable-unstable conditions refer to the ex-
tent of turnover of elements of the environment (Hall, 2002; Dougall,
2005). Static or stable environments have low levels of diversity and
are simpler for organizations to operate within, since they can develop
standardized ways of responding (Dougall, 2005). In static or stable
environments, the changes are little and predictable (Mason, 2007),
standardization and routinization are high (Dougall, 2005), market
boundaries are clear, and the players (suppliers, competitors, custom-
ers, complementers) are well known and rarely change, so top managers
rarely face sector events that are unusual or unexpected (Nadkarni and
Barr, 2008). The simple-complex dimension is defined as the number
of factors taken into consideration in organizational decision making
processes (Duncan, 1972).

Dynamic environments are the product of several forces (e.g., an
increase in the size and number of organizations within an industry,
and an increase in the rate of technological change) changing at one
time (Simerly and Li, 2000; Rhys, 2009) and relating to the measure of
instability in an industry (Bradley et al., 2011), having two distinct char-
acteristics: ‘rate of change’ (velocity or volatility) and ‘unpredictability
of change’ (Emery and Trist, 1965; Miller and Friesen, 1983; Anand
and Ward, 2004). Dynamism reduces access to knowledge needed to
make critical decisions (Simerly and Li, 2000). In dynamic environ-
ments, organizations usually entail greater difficulty in forecasting the
future and greater uncertainty surrounding relationships with the en-
vironmental factors (Gonzalez-Benito, Rocha, and Queiruga, 2010).
These environments require the proactive approach of firms (Miles and
Snow, 1978) and learning greater and faster (Weerawardenaa, O’Cassb
and Julian, 2000).

Complexity is comprised of the measure of homogeneity-hetero-
geneity in environmental factors and the concentration-dispersion of
organization’s domain (Dess and Beard, 1984; Rhys, 2009). Environ-
mental complexity describes the number and variety of activities and
situations with which organizations must interconnect over time (Hall,
2002). The complex industry environments are seen as multidimen-
sional structures, with numerous and differentiated effects on various
organizational characteristics and processes (Yan, 2010). In complex
business environments, firms involve many rapid, unexpected changes
in the environmental factors (Mason, 2007) and are less likely to make
large investments in order to develop (Rueda-Manzanares, Aragon-Cor-
rea and Sharma, 2008). To deal with complexity, organizations need to
specialize in a limited range of activities and carry out more strategic

activities (Aldrich, 1979).
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Uncertainty is discussed as the sense of doubt about future events
or about cause and effect relationships in the environment (Bordia et
al., 2004) and defined as the organization’s perceived inability to predict
accurately the environmental situations, due to a lack of information
(Naranjo-Gil, 2009). Low uncertainty environments exhibit stable con-
ditions, such as less variable customer demands, fewer radical techno-
logical innovations, and less rivalry among competitors (Lin, 2006). In
low uncertainty environments, firms can protect existing core compe-
tencies and achieve sustainable competitive advantage by building isolat-
ing mechanisms that retard imitations (Garg, Walters and Priem, 2003).
High uncertainty environments exhibit diverse and unstable condition,
such as variable customer demands, radical technological innovations,
and fierce rivalries among competitors (Lin, 2006). High uncertainty
environments are characterized as nonlinear, rapid, and unpredictable
changes in product and process technologies, consumer demand and
in the competitors’ strategic actions that make it difficult for managers
to develop a clear and comprehensive understanding of their environ-
ment (Nadkarni and Barr, 2008; Ahmad et al., 2010). In high uncer-
tainty environments, market boundaries are blurred and market players
(i.e., buyers, suppliers, competitors, complementers) are ambiguous and
shifting (D’Aveni, 1994), and firms cannot protect existing products
and processes for a long time and need new products and/or process
technologies faster (Nadkarni and Barr, 2008).

Today, because of the increasing uncertainty in the environment,
the numbers of changing factors and the complexity of the relation-
ships between environmental factors, managers often have difficulty
in understanding the organizational environment correctly. Accord-
ing to some research, this is the fundamental problem with which top
managers must cope (Thompson, 1967; Milliken, 1987). But it does
not mean that because the subject is difficult, it should be ignored.
A variety of analysis methods are discussed in the literature for un-
derstanding the environmental changes and reducing uncertainty (e.g,,
scanning, Benchmarking etc.). On the other hand, managers have dif-
ferent cause-effect beliefs about the environment (e.g, environment-
driven and interpretation-driven) (Daft and Weick, 1984). According to
Fahey and Narayanan (1989), there are two ways of looking towards the
environment among the managers: deterministic logics and proactive logics.
Top managers, having deterministic logics, perceive environments as
concrete, hard, measurable, and determinant. In proactive logics, top
managers believe that the environment can be changed, affected, and
constructed with their actions (Nadkarni and Barr, 2008).
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METHODOLOGY

Research Subjects, Population and Sample

Hotel companies were the research subjects in this study. A sample
of subjects was taken using the hotel lists involved in the official web
pages of the Republic of Turkey Ministry of Culture and Tourism. In
this context, the study population consisted of the senior executives
of 3, 4, and 5-star hotel companies in Turkey. According to the data
obtained from The Ministry of Culture and Tourism web page (cur-
rent as of 31/03/2012), the total number of hotel managers, consti-
tuting the population of the research, is 1567.

The sample formula developed by Sekaran (2003) is used to detet-
mine the number of the sample representing the research population.
According to the random sampling method, the sample size of the re-
search was identified as 310 managers.

Survey Procedure and Data Collection

Based on the prior researches in the literature and Mintzberg’s con-
ception (1979), a survey instrument was developed and the instrument
was first reviewed by three professors specialized in hospitality industry
and strategic management fields. Then, the instrument was pretested
through interviews with 9 senior managers of 3, 4, and 5-star hotel
companies that are the leading players in the industry. The suggestions
obtained from professors and industry senior executives were used to
refine and polish the survey instrument with regard to content, ar-
rangement, wording accuracy, and relevance. This helped to make the
final survey questionnaire more valid and clearer and to improve the
structure and content of the questionnaire. Finally, the questionnaire
consisted of two parts. Part 1 was designed for soliciting the respond-
ents” demographic information. Part 2 included 17 propositions sum-
marized in Appendix A.

As the principal method of data collection, posting the survey was
the one selected. Firstly, the structured questionnaire with closed-ended
questions was sent by e-mail to the 1567 hotel managers (specialized
in strategic management or otherwise someone familiar with these is-
sues). The hotel managers were asked to reply by electronic mail to
the researcher about willing/not willing to answer the questionnaire.
Among the 1567 hotel managers, 401 managers were returned posi-
tive about responding to the survey. Later, the questionnaire form was
sent by post to the hotel managers.

The data collection process took approximately 8 months (between
March—October 2012). To improve the response rate, we sent three re-
minder e-mails during the subsequent 6 months and made follow-up
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phone calls on the last month. At the end of the data collection pro-
cess, a total of 356 questionnaires were reached. 235 of these question-
naires through face to face interviews, 25 of them through the post,
96 of them were obtained by e-mail. 46 of them, obtained by e-mail,
were inadequate in terms of internal consistency, therefore they were
removed from the data set. The resulting data set consisted of 310 sur-
veys. This number (310/1567) is sufficient to represent the research
population. Regarding the sample, 45% of the respondents are 3-star
hotels, 38% are 4-star, and 19% are 5-star hotels.

The response rate was 19.8% (310/1567). This is a good response
rate, considering the target population (the senior level of the manag-
ers) and compared with the response rates of other research. In the
literature for an industry survey, there is no generally accepted mini-
mum response rate and it really depends on the survey topics and in-
dustries chosen by researchers (Dillman, 2000).

The Lnstrument

Organizational theory literature characterizes the task-competitive
environment in several ways and through multiple dimensions. Re-
searchers have over the years used a number of variables to measure
the business environment characteristics (for example, Aldrich, 1979;
Mintzberg, 1979; Dess and Beard, 1984; Bourgeois, 1985; etc.). Each
of these studies contains significant results in terms of theory and
practice. Among these researches, the conception of the business envi-
ronment developed by Mintzberg (1979) is one of the mostimportant
and supported by more researchers (Sharfman and Dean, 1991). The
main reason for this is that the model characterizes business environ-
ment in a more systematical manner and enables researchers to com-
prehensively measure and understand this complex issue (Chi, 2009).

Mintzberg’s (1979) business environment conception consists of
four dimensions: the degree of diversity, complexity, dynamism, and
hostility. On the other hand, there are researchers who advocate that a
three-dimensional structure - dynamism, munificence, and complexity
- produces better results (Fuentes-Fuentes, Albacete-Saez and Lloréns-
Montes, 2004) in the literature too. At the same time, researchers, ac-
cording to the contents of the subject, can remove or reorganize some
items of the scale or make additions to it. In this context, the authors
modified the business environment scale, developed by Mintzberg
(1979), according to the characteristics of hotel managements, and ben-
efiting from other studies in the field, by adding some features to the
scale. When the number of dimensions remained the same, the number
of questions was 16. The name and content of hostility dimension has
been changed as Pressure in accordance with recommendations from
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academics and the hotel managers in the survey preparation process.
At the end, the instrument occurred from four dimensions (Environ-
mental Diversity, Environmental Complexity, Environmental Dyna-
mism, and Environmental Pressure) and 16 variables.

Environmental Dynamism is related to the rate of unpredictable
changes faced by businesses, the degree of novelty in the changes or
their speed and the degree of instability, uncertainty and turbulence
of the environment, and the rate of change in customer needs and
information diffusion (Mintzberg, 1979; Fuentes-Fuentes, Albacete-
Saez and Lloréns-Montes, 2004; Chi, 2009; Gonzalez-Benito, Rocha
and Queiruga, 2010; Ahmad et al., 2010).

Environmental Pressure is related to the key issues that businesses
have to struggle in the industry. The key issues are discussed as the
degree of competition (Miller and Friesen, 1983; Sharfman and Dean,
1991), the scarcity or abundance of critical resources, rivalry between
firms (Yasai-Ardekani, 1989; Fuentes-Fuentes, Albacete-Saez and
Lloréns-Montes, 2004; Rhys, 2009) sustainable organizational growth
or sales growth (Dess and Beard, 1984), taxes, governmental incen-
tives, a robust infrastructure, fast growth markets, general economic
upturn, or a qualified workforce (Decarolis and Deeds, 1999), stake-
holder demands (Jawahar and McLaughlin, 2001; Rueda-Manzanares,
Aragon-Correa and Sharma, 2008).

Environmental diversity is related to the number of environmental
tactors that affect the organization, the degree of the homogeneous
or dispersed conditions faced by organizations, and customers, tech-
nology, service/product and market diversity (Duncan, 1972; Mintz-
berg, 1979; Chi, 2009).

Environmental Complexity is related to the level of critical knowl-
edge that required to be understood by business timely and accurately.
The critical knowledge is about the degree of heterogeneity or diver-
sity of actors, activities, or situations faced by the company (Mintzberg,
1979; Fuentes-Fuentes, Albacete-Saez and Lloréns-Montes, 2004; Chi,
2009; Gonzalez-Benito, Rocha and Queiruga, 2010).

The five-point Likert scales employed in this study provide a rela-
tive assessment on a continuum and are commonly used for collect-
ing primary data for empirical research in management research (Chi,
2009). We asked managers to position their firm on a scale of 1 to 5
depending on their grade of agreement or disagreement with the argu-
ments on the issues related to the characteristics of business environ-
ment in the industry. In order to measure Environmental Dynamism,
a five-item scale was used. Some examples of the items reflecting en-
vironmental dynamism are: “the rate of change in customer needs is
very high”, “the change speed of environmental factors is very high”,
etc. Environmental Pressure is measured with a five-item scale. Some
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examples of the items are: “Competition intensity between sectorial
actors is very high”, “The scarcity of critical resources is an important
problem area”; “Sustainable organizational growth is very difficult”,
“Infrastructural problems are many”, etc. We measured Environmen-
tal Diversity with a three-item scale. The items reflecting environmen-
tal diversity are: “the number of the service/product is high”, “the di-
versity of technology used in the sector is very extensive” and “there
is a lot of customer diversity”. Finally, Environmental complexity is
measured with a three-item scale. Some examples of the items are: “It
is very difficult to obtain the critical knowledge about our customers
> <¢

timely and accurately”, “It is very difficult to make an accurate predic-
tion about the future of the sector”, etc.

Data analysis

For analyzing the data, firstly, exploratory factor analysis was per-
formed by means of SPSS 18 software. After, following Joreskog and
Sorbom (1989), confirmatory factor analysis was performed by means
of LISREL program, and the measurement model was created.

Measurements
The criteria for the measurement of the constructs

In statistical analysis, all statistical tests assume some assumptions.
Violation of these assumptions changes the conclusion of the research.
In the study, the measurement properties of the constructs were as-
sessed by the following criteria: unidimensionality, reliability, and con-
struct validity. These criteria have been widely utilized by the previous
empirical studies.

Unidimensionality has been described as a set of variables form-
ing a latent construct that measure just one thing in common (Hattie,
1985). This is a most critical and basic assumption for measurement
theory. When a researcher measures the construct from other meas-
ured variables, then, according to the assumption of unidimensional-
ity, measured items should come under one dimension. The following
are methods of measuring unidimensionality: Cronbach’s alpha is the
most common method to measure the unidimensionality. The value of
the Cronbach’s alpha should be greater than 0.7 for unidimensionality.
In factor analysis, for unidimensionality, the cutoff value of the factor
loading should be higher than .3, or eigenvalue should be greater than
1. To measure the unidimensionality assumption in CFA (Confirma-
tory Factor Analysis) the goodness of fit model should be accepted.

On the other hand, Levine (2005) indicated that unidimensional-
ity is a prerequisite to meaningfully interpret the reliability of a meas-
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urement. After all measures show unidimensionality, their reliability is
tested. Reliability is the consistency of a set of measurement variables
in a construct. Cronbach’s coefficient alpha is one of the most com-
mon methods of measuring reliability. A Cronbach’s coefficient alpha
of 0.60 and above suggests adequate reliability (Nunnally, 1978).
Convergent validity is one of the important ways to assess the con-
struct validity of a measurement procedure. Convergent validity tests
whether the measurement is related to variables to which it should be
related if the instrument were valid. Discriminant validity tests whether
the measurement is unrelated to variables to which it should be unrelat-
ed if the instrument were valid (John and Benet-Martinez, 2000). All of
the measurement loadings are significantly high and all of the goodness
of fit indices met recommended values to suggest convergent validity.

The criteria for the model-to-data fit

Goodness-of-fit indices are used to assess the model-to-data fit,
which is the extent to which the data matches the proposed model.
There are numerous goodness-of-fit indices, and no single test best
describes the model-to-data fit. In the literature, Goodness-of-fit in-
dices are generally categorized into three groups: absolute fit indices,
incremental fit indices, and parsimony fit indices (Hooper, Coughlan
and Mullen, 2008). Absolute fit determines how well the proposed the-
ory fits the sample data and demonstrates which proposed model has
the most superior fit. In this study, four indices were used as absolute
fit measures: relative/normed Chi-square (}2/df) test, RMSEA (Root
Mean Square Error of Approximation), GFI (Goodness-of-Fit Indices)
and SRMR (Standardised Root Mean Square Residual).

Although there is no consensus regarding an acceptable ratio for
the Chi-square statistic, recommendations range from as high as 5.0
(Wheaton et al., 1977) to as low as 2.0 (Tabachnick and Fidell, 2001).
A normed Chi-square (¥2) between these rates indicates a good model
fit and an insignificant difference between the observed and estimated
covariance (Hooper, Coughlan and Mullen, 2008).

The RMSEA measures the discrepancy between the observed and
estimated covariance matrices per degree of freedom (Maruyama,
1998). The lower the RMSEA value, the better the fit between the mod-
el (predicted data) and the actual data. There are many recommenda-
tions for RMSEA cut-off points, but the general consensus amongst
authorities in this area, an RMSEA in the range of 0.05 to 0.10 was
considered an indication of fair fit and values above 0.10 indicated
poor fit (MacCallum, Browne and Sugawara, 1990).

The Goodness-of-Fit statistic (GFI) calculates the proportion of
variance that is accounted for by the estimated population covariance
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(Tabachnick and Fidell, 2001). This statistic ranges from 0 to 1 with
larger samples increasing its value. Traditionally, an omnibus cut-off
point of 0.90 has been recommended for the GFI (Hooper, Cough-
lan and Mullen, 2008).

The SRMR are the square root of the difference between the re-
siduals of the sample covariance matrix and the hypothesized covari-
ance model. Values for the SRMR range from zero to 1.0, with well-
fitting models obtaining values less than .05; however, values as high
as 0.08 are deemed acceptable (Hooper, Coughlan and Mullen, 2008).

Incremental fit indices, also known as comparative or relative fit indices,
are a group of indices that do not use the Chi-square in its raw form
but compare the Chi-square value to a baseline model. These indices,
measure how the model compares with other possible models with the
same data (Maruyama, 1998). In this study, the normed fit index (NFI)
and the comparative fit index (CFI) were used.

The NFI assesses the model by comparing the y2 value of the model
to the ¥2 of the null model. Values for this statistic range between 0
and 1, with an index score of 0.90 or higher as an acceptable thresh-
old for the NFI (Bentler and Bonnet, 1980).

The Comparative Fit Index (CFI) is a revised form of the NFI and
performs well even when the sample size 1s small (Tabachnick and Fi-
dell, 2001). This statistic assumes that all latent variables are uncor-
related (null/independence model), compares the sample covariance
matrix with this null model (Hooper, Coughlan and Mullen, 2008),
and measures how the proposed model compares with other possible
models with the same data (Maruyama, 1998). Values for this statistic
range between 0.0 and 1.0, with values closer to 1.0 indicating good fit.
A cut-off criterion of CFI = 0.90 is acceptable for a good fit.

Parsimony fit indices are also known as ‘information criteria’ indices.
Probably the best known of these indices is the Akaike Information
Criterion (AIC) or the Consistent Version of AIC (CAIC) which ad-
justs for sample size (Akaike, 1974). These statistics are generally used
when comparing non-nested or non-hierarchical models estimated with
the same data and indicates to the researcher which of the models is

the most parsimonious. Smaller values suggest a good fitting (Hooper,
Coughlan and Mullen, 2008).

Factor analyses

Exploratory Factor Analysis (EFA) and Confirmatory Factor Anal-
ysis (CFA) were utilized in data analysis. EFA and CFA are two statis-
tical approaches used to investigate the theoretical constructs, or fac-
tors, that might be represented by a set of items.

EFA is appropriate in the early stages of research, prior to further
confirmatory factor analysis (CFA), to identify key items and eliminate
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weak factors (Tabachnick and Fidell, 2001), while CFA would be pre-
terred where measurement models have a well-developed underlying
theory for hypothesized patterns of loadings (Fabrigar et al., 1999), it
is recommended using EFA to identify measurement models and CFA
to test the full model.

In the EFA as a rotation technique, varimax rotation method was
utilized to reduce attribute space from a larger number of measures
to a smaller number of factors. The extraction criterion was set as ei-
genvalue >1.0 (Stevens, 2002). Items loading .40 or higher on a factor
(Stevens, 2002) were included in the factor matrix. On the other hand,
high cross-loadings were excluded from the factor matrices. Sampling
adequacy for factor analysis was examined using the Kaiser—Meyer—
Olkin test with an acceptable value set at >.60 (Tabachnick and Fi-
dell, 2001). The deduction of certain observed indicators required the
recomputation of factor loadings, coetficient alpha, and item-to-total
correlations and a reexamination of factor structure using the reduced
number of observed indicators. This iterative procedure was repeated
until all requirements were met.

In the CFA the full model was tested in three levels: observed
measures, first-order constructs (Diversity, Complexity, Dynamism,

and Pressure), and a second-order construct — Business Environment
Characteristics of Hotel (BECOH).

FINDINGS

According to the results of descriptive analyses, most of the ho-
tel businesses are 3 and 4-star hotels and generally are located in the
Mediterranean, Aegean, and Marmara regions. As the status, most of
them are the individual hotels. In terms of activity time, they are the
businesses that serve usually all seasons. Also, the hotel managers who
participated in the research have managerial experience of over 4 years
and have been working in senior executive positions in business. In ad-
dition, most of them are men and university graduates.

On the other hand, the factor analysis results, carried out to investigate
the characteristics of the business environment of hotels in Turkey, are
shown in Table 1. According to the results of the principal component
analysis and varimax rotation technique, the 16 items have factor load-
ings greater than 0.50 and collected under 4 factors. The total explained
variance of these factors, related to the scale, is 63.199%. Hence it can
be said that the four factors together explain most of the variance. Also
KMO and Bartlett’s test values of the data is suitable for factor analy-
sis (Kaiser-Meyer-Olkin Measure of Sampling Adequacy: 874. Approx.
Chi-Square: 1873,095. Bartlett’s Test of Sphericity: 0,000.).
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Table 1: Results of Exploratory Factor Analysis

Factors Explained Variance Eigenvalue Variables Factor Loadings
Dyn2 0,814
Dynl 0,797
Dynamism 20,890 5,383 Dyn4 0,776
Dyn6 0,760
Dyn5 0,712
Prs1 0,762
Prs2 0,679
Pressure 15,821 2,175 Prs3 0,676
Prs4 0,614
Prs5 0,606
Com1 0,821
Complexity 13,842 1,382 Com3 0,773
Com?2 0,768
Divl 0,837
Diversity 12,646 1,172 Div2 0,803
D1v3 0,781

As can be seen in Table 1, according to the percentage of explained
variance, dynamism is the most important factor (20,890%). Other fac-
tors can be listed in order of importance: pressure (15,821%), com-
plexity (13,842%0) and diversity (12,646%0). Also the difference between
the factor loadings of items is very low. The factor loadings of items in
dynamism are between 0,814 and 0,712, in pressure are between 0,762
and 0,600, in complexity are between 0,821 and 0,768, and in diver-
sity are between 0,837 and 0,781. These ranges show that the internal
consistency of the factors is good. In the light of these findings, it can
be said that the business environment characteristics of hotels are cat-
egorized in four dimensions by hotel managers.

On the other hand, when reviewing the literature, it is observed that
from the classical factor analysis (exploratory) works, to improve the
reliability and validity of the results, the confirmatory factor analysis
studies are carried out by researchers. Based on this case, in the research,
from the exploratory factor analysis, confirmatory factor analysis was
performed to determine the business environment characteristics of
hotels. In Figure 1, the results of second order factor analysis are shown.
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Figure 1: Results of Second-Order Confirmatory Factor Analysis

According to Figure 1, the structure (model), related to the busi-

ness environment features of hotels, consists of four dimensions
(dynamism, pressure, complexity, diversity). In these dimensions, dy-
namism is the best dimension representing the structure (R2 = 0.78).
This dimension was followed by pressure (R2 = 0.49), complexity
(R2 = 0.47) and diversity (R2 = 0.40) dimensions. On the other hand,
the model produces acceptable values in terms of goodness-of-fit
indices that were used to assess the model-to-data fit, and there is
no need for any modification on the model. For instance, the ratio
of Chi-square value (147.20) to degtee of freedom (100) (x2/df) is
less than 2. In the same way, RMSEA (0.039), CFI (0.99), NFI (0.906)
and GFI (0.94) values are good. In addition to this, the AIC (218.60),
CAIC (389.17) and ECV (0.71) values of the model are lower than
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independent model values (respectively 3768.75, 3844.53 and 12.20).
In brief, all of the indices indicate that the model has a good fit com-
patibility. These findings show that the conceptual model, developed

to determine business environment characteristics of hotels (BE-
COH), is a valid model.

DISCUSSION AND CONCLUSION

The hospitality industry consists of many different types of busi-
nesses such as hotels, motels, B&B, holiday villages, etc. The hotel
business is one of the most important parts of this industry. The in-
dustry has some characteristic features: for example, there are seasonal
concentrations; storage possibility of products and services is very
difficult; goods and services have to be consumed in the produced
place; the return time of investments is long; and a labor-intensive
industry. These properties affect very seriously the living conditions
of the businesses.

According to the research findings, hotels in Turkey survive in a
business environment where dynamism, pressure, complexity, and di-
versity is excessive. Dynamism is the most prominent dimension of
this business environment. So, hotels experience changes that are very
difficult to predict and execute their operations in a business environ-
ment where the change speed of the environmental factors is too high,
the change in customer needs is constant, and the competitive strategy
and actions of competitors are extensive. These unpredictable and very
rapid changes usually forced the hotels to behave defensively. This be-
havior reduces the directional tendencies of the hotels in taking risks
and these hotels behave reactionary to change. But in today’s business
world, reactive attitude toward change often results in failure and poor
performance. Because reactive behavior begets always lagging behind.
In an industry dominated by dynamism, this behavior is quite incor-
rect. In such a sector, for customer needs are changing very quickly,
the hotel is obliged to follow the trends of the future way. Likewise,
because the change rate of competitive strategies and actions is high,
the hotel has to analyze systematically the sector and the competitors.

At the same time, hotels are exposed to various environmental pres-
sures. For example, the intensity of competition between sectoral ac-
tors is quite high. Access to critical resources is very difficult. Sustain-
able growth is rather difficult. Infrastructure problems in the sector are
ongoing and the sector is experiencing significant problems in quali-
fied workforce. To succeed in such a business environment, the hotels
are in need of collaborative strategies with competitors, government
(public and local) and universities.
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On the other hand, hotels compete around a high complexity busi-
ness environment. In such an environment, making an accurate predic-
tion about the future of the industry is very hard and information dif-
tusion is very high. To reach critical information about customers in a
timely manner and accurately is quite difficult. Likewise, to obtain criti-
cal information about the actions of competitors timely and accurately
is very difficult. In order to survive in such conditions, hotels need to
develop organizational learning capabilities, to build strong customer re-
lations management, and to use proactive competitor analysis methods.

Another dimension shaping the business environment of the hotels
is diversity. In such an environment, hotels appeal to different custom-
er groups with very different properties, the number of products and
services offered in the industry is high, and to provide better service,
hotels are using many different technologies. Competing in such busi-
ness conditions, hotels need to develop innovative and R&D capabili-
ties, and technological learning levels.

In brief, all of these features are closely related to uncertainty as
content. Therefore, Turkey hospitality industry can be defined as an
industry that the levels of uncertainty is high. To be successful and sus-
tainable in competing, the businesses must analyze constantly chang-
ing business environment conditions and conduct studies on adapta-
tion. In this context, businesses can benefit from strategic management
techniques such as scenario planning, environmental scanning, com-
petitor analysis, etc.
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