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1.INTRODUCTION 
 
Innovation for companies is an integral part of economic policy 
to promote economic growth and welfare. The regulatory 
framework is usually enforced by governmental institutions. 
The different sectors and their stakeholders in the market can 
use this framework (self-regulatory coordination) to their ad-
vantage to stimulate innovativeness in their business (e.g. 
OECD, 1997). This regulatory framework (competition regula-
tions/ laws) can stimulate or constrain innovativeness in a spe-
cific sector. For each sector the impact of the regulatory frame-
work can differ. The information on the impact of the regula-
tory framework on innovation lacks. As it has not been re-
searched in depth in antecedent studies. This impact can be re-
searched and used to the advantage of entrepreneurs trying to 
enter specific markets (sectors) with their innovations. Further-
more, existing firms in specific sectors can use this studied im-
pact to their advantage to keep their competitive advantage or 
gain a competitive advantage. 
 
SCIENTIFIC AND SOCIETAL PURPOSE 
 
From a scientific purpose, the impact that has to be studied (com-
petition regulations on innovativeness in SME’s) is important for 
not only new entrants, but also existing firms in specific sectors, 
because the impact has not been specifically studied before. The 
reason behind this could be that the life cycle of firms over the 
years has been changed. The last couple of years, innovation is 
one of the most important competitive advantages companies, es-
pecially SMEs, can have to succeed in the market. Also a reason 
could be, that companies do not think that the impact of regula-
tion on innovation is such an important aspect for conducting 
business. Following is a couple of studies which reflect on the 
regulatory framework on innovation. The impact of regulatory 
frameworks on innovation has been discussed in academic liter-
ature on environmental issues (see Palmer et al., 1995 versus Por-
ter and van der Linde, 1995). Also Blind, Petersen and Riillo 
came to the conclusion with empirical data, that low uncertain 
markets get constrained by regulations and standardization. The 
opposite, high uncertain markets, get more stimulated by regula-
tions and standardization (Blind, Petersen, Riilo, 2017). This 
study shows that regulation does have an impact on markets. 
However, it does not research the impact of regulations on a spe-
cific sector in the market. From a societal purpose, it would be 
important as the impact for different sectors would be studied and 
explained. Hereby new firms and existing firms would better 
cope with the market. The economy would be better off, when 
the markets are better understood. Furthermore, innovation 
would lead to better (also less expensive due to the pareto-allo-
cation (Barr, N., 2012)) markets, which the society could benefit 
from. As innovation not only improves efficiency, but also effec-
tiveness, resources in markets could be better allocated. Compa-
nies would work more efficient and effective due to innovation. 
The efficiency and effectiveness would be beneficial influenced, 
as companies would be more geographically spread, flexible, 
competitive, changing to workplace dynamics and maximizing 
globalization connectivity (source in reference). 
 

RATIONAL MOTIVATION 
 
Given the differences of the regulatory framework for every sec-
tor and type of innovation, general conclusions cannot be drawn. 

(Pelkmans and Renda, 2014). The impact of competition regula-
tion on innovation is various times researched, but more specific 
case studies for SME’s have still to be done. As SMEs could 
mostly cope with the market when they have innovation as a 
competitive advantage in a market with big players (suppliers). 
As the impact for every sector is different, research has to be 
done per different sector to know the impact of competition reg-
ulation on innovativeness for SME’s. During this research the 
logistic sector in the Netherlands will be analyzed. The rational 
motivation of this research is that; entrepreneurs will understand 
the impacts of competition regulations in the logistic sector as 
this has not specifically been researched yet. The assumption that 
competition regulation promotes markets and protects innovation 
incentives will be tested. 
 
RESEARCH OBJECTIVE 
 
This study will perform a competition assessment for a limited 
number of innovative companies in the context in which they 
compete. The link between state of competition and the perfor-
mance for success of innovative companies will be established. 
This will empower us to see whether competition law is actually 
stimulating innovative companies to get access to the market or 
constrain them. 

 

2.RESEARCH QUESTION 
 
To what extent does competition regulation / laws impact the in-
novativeness of SME’s in the logistic sector in the Netherlands?  
In order to answer the research question the following sub-ques-
tions will be answered in the analysis section of this paper. 
 
What factors can influence innovation? 
Is innovativeness more impacted by public or private regula-
tions? 
Does strategic behavior influence the way in which entrepre-
neurs want to compete in the same market as already established 
companies? 
 

3.THEORETICAL FRAMEWORK 
 
All figures mentioned are included in the appendix. 
 

3.1.Innovation 
 

3.1.1.Defining innovation 
 
Granieri and Renda (2012) give the following definition for in-
novation: the creation of new (or the efficient reallocation of ex-
isting) resources which contribute to progress. The creation of 
new (or efficient reallocation of existing) resources is an onto-
logical approach. As here an innovation can be: user-generated 
innovation, automated innovation, industrial R&D projects and 
public investment (Pelkmans and Renda, 2014). The teleological 
approach states that an innovation can only be seen as an inno-
vation to the extent that it contributes as progress for social wel-
fare. When the resources could not be allocated more efficiently 
elsewhere, the innovation can be seen as a progress to social wel-
fare (Pelkmans and Renda, 2014). 



The OECD (2005) divides innovation into four types: product 
innovation, process innovation, marketing innovation and organ-
izational innovation.  
 The economic literature distinguishes innovation between dis-
ruptive (radical) and incremental (follow-on) innovation. When 
an innovation replaces existing products or process it is called a 
disruptive innovation. The opposite, improving attributes in 
products or processes is an incremental innovation.  
 

3.1.2. Measuring innovation 
 
Managers of firms which invest in the R&D have to evaluate the 
performance. Evaluating performance determines whether in-
vestments made are justified. When evaluated, managers can see 
if the maximum productivity of a technology (innovation) has 
been reached (Cordero, 1990). Evaluating overall performance 
means evaluating marketable outputs, resources to commercial 
metrics and resources to technical metrics. Before implementing 
an innovation, the measurement takes place in different stages. 
The first stage is the planning stage, in which the estimation 
needed has to be evaluated for innovation strategies. Hereby, the 
allocation of resources can be made. During the control stage, the 
measures should evaluate performance to know whether correc-
tive action needs to take place (Cordero, 1990). Also the perfor-
mance which is achieved by an NPD process is the innovation 
performance of a firm (Salomo, Strecker and Talke, 2007). An 
alternative way to measure the performance of an innovation is 
described by Cooper and Kleinschmidt (1995). The innovation 
performance can be measured by: success rate, sales percentage, 
profitability relative to spending, technical success rating, sales 
impact, profit impact, success in meeting sales objectives, suc-
cess in meeting profit objectives, profitability relative to compet-
itors and overall success.  
 

3.1.3. Importance of innovation for SME’s 
 
Successful small and medium sized enterprises are characterized 
by innovation. Innovation is for SME’s the most important char-
acteristic associated with success. Innovative enterprises usually 
achieve stronger growth or are more successful than those that 
do not innovate (Imaginenatincomau, 2016). Furthermore, enter-
prises that gain market share and increase their profitability are 
innovative SME’s (Tidd et al. 2005). High innovation perfor-
mance is described by academic literature as an important char-
acteristic for competitive advantage for SME’s (O’Regan, 
Ghobadian & Sims, 2006).  
 
Factors that influence the competitive battle between companies 
have changed over years in my opinion. From the 60’s till the 
90’s the focus has changed from productivity and quality to flex-
ibility. From the 90’s till now the focus to get a competitive ad-
vantage as a company lies in innovation. The advantages of in-
novations range from having a sustainable competitive ad-
vantage to requirement to survive in a turbulent market. 
SMEs have to use product innovation in accordance with their 
competitive situation. When competitive pressure is low, SMEs 
should be cautious about exaggerating investments on product 
innovation, whereas investments in other type of market oriented 
behaviors could be more productive. On the other hand, firms 

should focus on innovations based on market orientation when 
the competitive forces expose them to a harsh 

environment. (Ballester). 
 

3.1.4. Innovation in the logistic sector 
 
Innovation in the logistics sector is one of the most critical as-
pects to provide successful logistics services. The importance of 
having the knowledge for utilizing improvements for products 
and processes in the logistics sector is linked to organizational 
performance (A.Ellinger,D. Ellinger and Keller, 2002). Further-
more, customer-focused innovation is linked to a firm’s perfor-
mance based on academic research. 
 

3.2.Regulation 
 
Regulation can be used by governments to exert a wanted impact 
on the level and direction of innovation, in almost every sector 
and economy. When markets do not lead to a social optimal re-
sult (Pareto efficient – article), governments can engage regula-
tion to force optimal allocation in a situated market (Pelkmans 
and Renda, 2014). 
 
In Figure 1.1 we distinguish two causal effects which we will to 
research in this study. The impact of the competitiveness in a 
specific market on innovation for SME’s can be hindered or stim-
ulated by different aspects. Public regulations, private regula-
tions, strategic behavior and power are different aspects which 
can hinder or stimulate the innovativeness of SME’s, Public reg-
ulations can be sector specific or general (e.g. subsidies, taxation, 
labor and protection)..For private regulations - codes of conduct, 
industry association and standardization can be set up to regulate. 
Strategic behavior is the behavior competitors can follow, which 
exclude new entries. A strategic behavior could be, making a 
long-term contract with a couple of suppliers. This way they have 
excluded new entrants till their contract is valid to make business 
with their suppliers. For power, powerful customers, powerful 
suppliers and powerful competitors are important (CAT OECD, 
2005). When for example the most powerful customers are con-
vinced of the new innovation, the rest will follow. This is part of 
the innovation adoption curve. 
In figure 1.2 we see the innovation adoption curve by Rogers. 
The innovators and early adopters are the most powerful custom-
ers. When succeeded to convince these customers to use the in-
novation invented, likely would be that the rest of the market will 
follow. This is why power is an aspect in the competition market 
that can have an impact on the innovations for SME’s.  
 
For the link between regulation (competition law) and competi-
tion market in a specific sector different case studies could be 
done to measure the effect. First the link between competition 
markets in specific sectors and innovativeness for SME’s have to 
be researched.  
In figure 1.3 we see that regulations, leadership/organizational 
structure and economic/financial aspects can lead to the im-
portance of innovation. The aspects as viewed in figure 1.3 have 
push effects. Thus, economic/financial, regulations and leader-
ship/organizational structure lead to the importance of innova-
tion and not otherwise.  
 



3.2.1.Porter’s five forces theory 
 

By applying Porter’s five forces one may determine the compet-
itive intensity and therefore the attractiveness of the industry. 
The analysis consists of five components: the threat of new en-
trants, the threat of substitute products and services, the bargain-
ing power of suppliers, the bargaining power of buyers and in-
dustry rivalry. 
On the whole, one may conclude, after applying Porter's five 
forces, if an industry is attractive. Falling behind the competition 
in terms of technology could prove fatal for the entire enterprise. 
Porter's five forces analysis is a framework for analyzing the 
level of competition within an industry and business strategy de-
velopment. It draws upon industrial organization (IO) economics 
to derive five forces that determine the competitive intensity and 
therefore the attractiveness of an industry. Attractiveness in this 
context refers to the overall industry profitability. An "unattrac-
tive" industry is one in which the combination of these five forces 
acts to drive down overall profitability. A very unattractive in-
dustry would be one approaching "pure competition", in which 
available profits for all firms are driven to normal profit. This 
analysis is associated with its principal innovator Michael E. Por-
ter of Harvard University (Porter, 2008). 
 
Porter refers to these forces as the micro environment, to contrast 
it with the more general term macro environment. They consist 
of those forces close to a company that affect its ability to serve 
its customers and make a profit. A change in any of the forces 
normally requires a business unit to re-assess the marketplace 
given the overall change in industry information. The overall in-
dustry attractiveness does not imply that every firm in the indus-
try will return the same profitability. Firms are able to apply their 
core competencies, business model or network to achieve a profit 
above the industry average. A clear example of this is the airline 
industry. As an industry, profitability is low and yet individual 
companies, by applying unique business models, have been able 
to make a return in excess of the industry average (Porter, 2008) 
Porter's five forces include three forces from 'horizontal' compe-
tition: the threat of substitute products or services, the threat of 
established rivals, and the threat of new entrants; and two forces 
from 'vertical' competition: the bargaining power of suppliers 
and the bargaining power of customers. 
 
 

3.3.The link between regulation and innova-
tion 

 
 
The impact of regulation on innovation is discussed a couple of 
times in previous literature. However, each study rather re-
searches the broad impact of regulation on innovation then the 
sector specific impact. Empirical data (quantitative data) 
showed, that low uncertain markets get constrained by regula-
tions and standardization. The opposite, highly uncertain mar-
kets, get more stimulated by regulations and standardization 
(Knut Blind, Soren S. Petersen, Cesare A.F. Riillo, 2016). Stake-
holders try to influence the regulation-making body in their own 
interest (Stigler, 1971). To better understand the impact of regu-
lation and standardization on innovation in different market con-
ditions, the information asymmetry models (e.g. Akerlof, 1970) 
can be combined with the regulatory capture process in which 

industries try to influence the regulation-making body in their 
own interest.  

 

4.RESEARCH DESIGN 
 

4.1.Data selection 
 
As stated in the problem definition and research question, the im-
pact of competition regulation on innovation will be analyzed for 
the logistic sector in the Netherlands. The research will be done 
for three companies chosen in the logistics sector of the most in-
novative companies in the Netherlands. The three companies will 
be chosen from the MKB’s list of most innovative companies in 
the Netherlands over the years 2008 - 2013.  
 
Innovation in a company assures their continuity. Therefore the 
chamber of commerce tries to stimulate this growth for innova-
tion. As Europe lags behind other continents like Asia and North 
America, the European Union encourages innovation for devel-
opment in economic growth. Since 2007 the chamber of com-
merce lists the top 100 most innovative SME’s. This list is di-
vided into eight sectors; Food & Agriculture, ICT, Industry, Cre-
ative Industry, Construction, Logistics, Human Health and other. 
During this research the companies will be chosen from the lo-
gistics sector. From 2008 till 2013 all the companies within the 
logistics sector are put into a table. This table consists differenti-
ation by year and province. This way it was difficult to make an 
appropriate sample for this research. The companies are chosen 
with less than 75 employees and which are comparable in the 
type of innovation which they invented. Also two companies 
from 2009 and two companies from 2012 are chosen which still 
exist today. This way the sample can also be analyzed what 
changed over the years and if they still are innovative. Another 
criteria is that the innovation/invention has to have positive im-
pact on the society. All the following data is retrieved from the 
MKB’s website for top 100 innovations in the Netherlands.  

 
4.2.Competition criteria 

 
The companies chosen are going to be interviewed based on the 
competition criteria of the OECD assessment toolkit.  
The competition checklist is divided into four effects; limits the 
number or range of suppliers, limits the ability of suppliers to 
compete, reduces the incentive of suppliers to compete and limits 
the choices and information available to customers.  

    (A) Limiting the number or range of suppliers, means due 
to exclusive rights to provide goods or services suppliers cannot 
enter the market. Furthermore, the need of permits or authoriza-
tion processes as requirement of an operation can limit the num-
ber/range suppliers. Geographical barriers can also be a barrier 
for the ability to enter markets for suppliers.  

    (B) Limiting the ability of suppliers to compete has im-
pact on the ability for suppliers to set prices for or services, abil-
ity to advertise/market their goods or services and the ability to 
significantly raise costs of the production/services for a couple 
of suppliers in relation to others.  

    (C) Reduction of incentives for suppliers to compete 
means creating a proposal that is self-regulatory or co-regulatory 
regime. Furthermore, the requirement of suppliers outputs, 
prices, sales and costs have to be published in some cases.  

    (D) Limiting the choices and information available to 
customers is the case when customers do not have full flexibility 



in their choice of suppliers. Also the reduction of mobility of cus-
tomers between suppliers of good or services by increasing costs 
when switching from suppliers is a barrier.  

By using the OECD assessment toolkit (CAT) the four most 
important effects in every sector are covered for this topic. Inter-
view questions are based on these four effects. 

 
4.3.Methodology 
 
In order to answer the research question adequately several types 
of research methodology will be used. The research is based on 
a qualitative analysis; also called descriptive analysis. Meaning 
we will have to get data from interviews and surveys. This will 
be combined with desk research (literature review). The aim as 
mentioned before, is to analyze to what extent competition 
law/regulation affects a company’s innovation. Therefore, in 
depth interviews have been conducted with managers from the 
chosen three innovative companies. In depth interviews are pri-
mary data collection methods, which are verbal and obtrusive. 
“Response set refers to the tendency of the respondent to answer 
items in a way conscious or unconscious, which gives a preferred 
image. This refers to the term social desirability which means 
that a person tends to answer items in a socially desirable way 
“(Dooley, p. 82). The awareness of being interviewed (direct ver-
bal contact) will be tried to exclude from the interviews by con-
ducting surveys and interviews, which give a consistent view 
overall. When obtrusiveness is a problem, the overall view will 
be distorted. This distortion can be analyzed and asked further 
for better analysis. Furthermore, the ethical approval will allow 
managers to speak more freely, as the data collected (asked) will 
stay anonymous. The reliability will be questioned by using the 
alternative-form method (Raskin & S Hall, 1981) in the inter-
view. Hereby, the data collected will be more reliable by asking 
questions in a different way, but exemplifying the same question. 
For an efficient interview, the deductive approach will be used. 
Meaning working from the more general to more specific survey 
questions.  
 
The sampling method is based on the MKB’s most innovative 
companies over the years in the Netherlands. From a big sample 
over five years (2008-2013) from all the companies over the 
Netherlands, a small sample of three companies has been chosen 
by criteria explained in the research design section. Therefore, 
also the validity has been assured, as the companies are not ran-
domly chosen. The companies are chosen specific for the logis-
tics sector on ground. Also secondary data will be collected; data 
on the web about the companies, literature about innovation and 
regulation and the MKB’s website for top 100 innovations in the 
Netherlands. For this case the unit of analysis are the chosen 
companies from the MKB’s list and the unit of observation are 
the individuals; managers being interviewed. Limitations for this 
research could be that the managers do not want to inform us 
about classified data, which could harm their company. The se-
lection criteria used by the MKB in order to compose the list for 
the most innovative companies could be unrepresentative for this 
research. As this research tries to analyze the impact of competi-
tion regulation on innovation of SME’s, the sample of MKB 
could represent different types of innovative companies. The 
MKB list could represent companies which come with one time 
innovations. This could be a threat to the validity. For the inter-
view, questions are operationalized on key variables, which I 
would like to test in this study to answer the research questions.  
 
In the following table I have specified every question asked to 
the managers of the firms with the key variable behind it. Fur-
thermore, for ease, the questions 
 

Company information  

Conduct of business What does your company do? 

Conduct of business  Why did you decide to innovate 
in the logistic sector? 

Conduct of business  Why did you register your 
company to MKB’s top 100 in-
novations in the Netherlands? 

Key variables  

Innovativeness  

Definition of innovativeness How would you describe inno-
vation?  

Importance of innovative-
ness 

To what extent is innovation of 
importance in your company 
(SME)?  

Measurement of innovative-
ness 

How do you measure innova-
tion in your company?  

Conduct of business  To what extent does your com-
pany engage in open innova-
tions?  

Ability to compete What regulations hinder your 
innovativeness in your com-
pany?  

Impact of public regula-
tions 

 

Ability to compete  To what extent does public reg-
ulation influence the innova-
tiveness of your company?  

Impact of private regula-
tions 

 

Ability to compete To what extent does private 
regulation influence the inno-
vativeness of your company?  

Influences by strategic be-
havior, power and li-
censes/permits 

 

Conduct of business What are the most important 
rules and regulations which 
your company faces in the lo-
gistic sector? 

Ability to compete  Do these regulations mentioned 
influence the entry to this mar-
ket in the logistic sector? 



Ability to compete To what extent does strategic 
behavior influence the innova-
tiveness of your company? 

Ability to compete, Limita-
tion of number or range of 
suppliers 

Would you characterize your 
relationship with suppli-
ers/buyers as equal or do your 
experience inequalities of bar-
gaining power when dealing 
with suppliers/buyers? 

Ability to compete, limita-
tion of number or range of 
suppliers 

Are there any licenses or per-
mits you have to get before 
conducting business in this lo-
gistic sector?  

Ability to compete Are you as a company influ-
enced by the big suppliers in 
the market, which use the regu-
lations in their advantage?  

Reduction of the incentive of 
suppliers to compete  

Which regulations support 
SME’s to conduct business in 
the logistic sector?  

Link between regulation 
and innovation 

 

Link between regulation and 
innovation 

What is your perspective on the 
link between competition regu-
lation and innovativeness of 
companies in the logistic sec-
tor? Does regulation stimulate 
or hinder the innovativeness?  

 
Key variables and questions (divided into headings) 
 
4.4.Limitations 
 
Limitations are included in every research, as it is in this one. 
Limitations do not mean that your research is not valid. However, 
it does show the flaws what could influence the data of the re-
search on quality, validity and ability to generalize conclusions. 
For this research there are a couple of limitations I faced. The 
first limitation is the sample used for this research. Due to the 
limited time period, we could not get a very big sample. Also a 
lot of companies were not willing to participate with this re-
search. This limitation would be an even bigger flaw for a quan-
titative research. However, by conducting an exploratory quali-
tative research, the small sample is not a very big problem. The 
participation of companies was a problem and this was in my 
eyes lack of knowledge of the companies for this topic. The com-
panies were not willing to cooperate, because they did not think 
that this would help them in any way possible. However, as ex-
plained in the problem definition, for the societal purpose it is 
important. Furthermore, the sample was chosen from the MKB’s 
top 100 innovative companies every year in the Netherlands. 
However, the MKB’s way of presenting a company as innovative 
could be different from innovative companies that are not listed 
in the list. This is a threat to the validity of the data obtained from 
the companies. Also the companies listed in this list have to reg-
ister themselves. Thus, companies which are innovative (or 

maybe even more innovative and do not want to know the whole 
world about their invention) and do not register themselves, will 
not be included in this list. Another limitation would be the social 
acceptable answers, which managers interviewed could give. 
This I tried to exclude from the data obtained by asking questions 
several times but in different ways. Another limitation, as men-
tioned before, is the lack of prior scientific research on this topic. 
This made it harder to do desk research where needed. 
 

5. DATA 
 
In this section the key variables; conduct of business, 
innovativeness, the limitation of the ability of suppliers to com-
pete, the limitation of the number or range of suppliers, reduction 
of the incentive of suppliers to compete and the link between reg-
ulation and innovation will be explained by the information ob-
tained from the managers during the interviews. For every key 
variable a different heading with data obtained will be estab-
lished.  

 
5.1 Conduct of business 
 
Before starting the interview questions on the subject, a couple 
of questions are asked to know in what business/markets the 
companies operate. All three of the companies have registered 
themselves for the MKB’s top 100 innovations in the Nether-
lands, because this would give them more name popularity. 
Company A provides the information on the tables in the Neth-
erlands on the highways, etc. Company B has a platform in which 
car owners can rent their own car for a price and people who want 
to rent cars, can rent these cars. Company C has invented a car 
which is fully electrical and helps people with moving (totally 
green moving). Furthermore, all three of the companies engage 
in open innovations. Open innovations is the practice of compa-
nies to share innovative ideas with others. By sharing new pro-
cesses and/or inventions within the company or with other com-
panies to merge. The reason for open innovations nowadays is; 
companies cannot trust on only their own research (Lakhani and 
Panetta, 2007). They find it important as their innovation which 
made them successful were also open innovations. Company A 
said: ‘’You do not know if it will work when someone comes 
with an invention. However, you’ll never know what would hap-
pen if the invention succeeded.’’ 

 
5.2 Innovativeness  
 
 
Innovativeness is broadly by all three of the companies described 
as ‘’a product or process which differs from the rest of the mar-
ket’’. Also for all three companies innovation is the main driver 
in their structure, as this ensures their competitive advantage.   
 
The first questions asked about innovativeness is the most casual 
question you can ask; how would you describe innovation? Com-
pany A said: ‘’Innovation is a solution to a problem which cannot 
be solved and/or is already being solved but can be done better’’. 
Company B said: ‘’Innovation is totally different from every-
thing what is already available. Radical innovations is what real 
innovations actually are. Process improvements we do not see as 
an innovation in our company.’’ Company C said: ‘’Innovation 
is the driver for most small to medium sized companies to differ 
from the rest. We would not have this interview if innovation was 



a little improvement in a process which already is invented. 
Therefore innovation is not only an invention, but also a strategy 
for companies to differ from the rest and be successful.’’  
 
The next question on the variable innovativeness is; to what ex-
tent is innovation important for your company? The answers to 
this question was almost for all companies the same. Company 
A was very direct to this question. For company A, the manager 
said they would not exist in this dynamic market if they would 
not keep investing in R&D and their company would also not 
exist if the innovation was not implemented. Company B also 
points out that their company would not exist if innovation was 
not their lead strategy. Company C already gave answer in the 
first question about this variable. The third and last question on 
this variable was: how do you measure innovation? Company A 
does not have a specific way for measurement of innovation in 
their company. As they are the only supplier in the Netherlands 
for this service/product a measurement on innovation they find 
not important. However, they do find themselves involved in a 
lot of KPI’s to measure their success. Company B has KPI’s for 
the total rented cars per time period (over a rented car they have 
a percentage which they take from both parties) and puts this in 
tables to see over time (after marketing strategies) if they grow 
or not. For now they keep having a stable growing line. Company 
C also have KPI’s to measure how often in a time period their 
fully electrical car is taken out for service. Also measurement 
from the moment an innovation comes to the R&D department 
to the market is measured. Furthermore, they tend to invest more 
in marketing the last couple of months, because people are more 
often using their service. The reason for this is that more people 
are more aware of the environment and society and want to help 
the environment.  
 
5.3 Regulation 
 
5.3.1. The limitation of the number or range of 
suppliers 
 
The number or range of suppliers can be limited by regulations. 
To measure this variable the following questions with corre-
sponding answers are asked and given. Do the rules and regula-
tions for your sector influence the entry barrier? Company A di-
rectly said no. As there are not rules and regulations that limit the 
entry of his market. They find themselves more than only a sup-
plier in the market. They deal with a niche-market. As they are 
the biggest supplier, they also do not have problems with strate-
gic behavior of other suppliers. However, they do not have a lot 
of competition in their sector, as they are the biggest suppliers in 
the Netherlands for their product/services. Company B said: 
‘’We have to meet a couple of regulations concerning the cars. 
Also this makes it more risky and attractive to enter the market. 
Therefore there are not a lot of SME’s rental car companies. But 
because we have a different concept, our risk is minimized in this 
sector.’’  For Company C has a lot of rules and regulations on 
environmental and societal purposes. They have to meet a couple 
of regulations to even conduct their business. They think the en-
try barrier is limited in their market, as they do not have many 
competition and they themselves tried for a longer time to enter 
this market and meet the regulations. Would you characterize 
your relationship with suppliers/ buyers as equal or do you expe-
rience inequalities of bargaining power when dealing with sup-
pliers/buyers, was asked to all three of the companies. Company 
A already gave answer to this by saying we are the biggest in our 

market. We have a niche-market. Thus they do not have the ine-
quality with other suppliers/buyers. Company B does think they 
have experienced inequalities with the big car rental companies 
in the Netherlands. Even-though, they have a different concept, 
still when people think of car rental they usually think about the 
big players in the market. Company C does not have a problem 
with this. As they are one of a kind starting in this business. They 
are marketing their innovation more and more. Also the MKB 
gives them a lot of recognition. Thus for people wanting to move 
green, they can choose for company C they said. Are there any 
licenses or permits you have to get before conducting business in 
this logistic sector? Company A has to deal with the ‘’regelgev-
ing waterstaat’’. This concludes how they can operate on the 
roads. It are not rules, but moral norms. Furthermore, the ‘’arbo-
wetverklaring’’ as every other company in the Netherlands also 
has to be meet. For Company B the privacy policy has to be meet. 
They do not have permits/licenses that needs to be granted before 
conducting business in this sector. Company C does have a lot of 
permits/licenses that need to be granted. They have a certificate 
for the quality management systems. Also for the environment 
management systems they have a certificate. This is because they 
are keeping the environmental risks as low as possible with their 
innovation. Also as every other the ‘’arbo-wetverklaring’’ for the 
insurance of employees. Personal management systems for the 
personnel is granted to company C. Last but not least, often in 
this sector the question on quality norm certificate is asked. They 
also have this one.  

 

5.3.2. The limitation of the ability of suppliers to 
compete 
 
The ability of other suppliers to compete is rather restricted by 
the strategic behavior of companies than regulations which re-
strict companies to enter specific markets. As two of the three 
companies are in a niche market they can influence the market 
for their products/services.  

The questions asked in this section are about public regulations, 
private regulations , strategic behavior and other barriers that 
could influence the ability to compete in this sector. Company A 
does not have a lot of regulations that they have to deal with. 
However, their sector and market in which they operate does 
have strategic behavior influences. The strategic behavior influ-
ences are given by the biggest player in the market and that is 
company A themselves. They want to keep their competitive ad-
vantages - innovation and biggest in their market - by pushing on 
the other suppliers with strategic behavior. This way they always 
have time to adopt, when there is someone with a better plan. 
Company B has a couple of public regulations which they have 
to meet for the car rental. The standard needed papers (APK, in-
surance, assumption) for every car in the Netherlands have to be 
in order before renting a car. For private regulations, there are a 
lot of codes of conduct for this sector. ‘’A company has to be 
trusted, before going into see with them’’ Company B said. 
Therefore they first needed to get recognition by the MKB and 
other platforms before business. Furthermore, there are a couple 
of standardization in this sector, as the way a car is rented. This 
is available like every other rental service in the Netherlands: 
online or via telephone. Company C finds themselves meeting a 
lot of the public regulations on environmental rules, societal 
rules, quality rules, etc. For private regulation there are no regu-
lations which stimulate and/or hinder their conduct of business. 
Furthermore, strategic behavior is also not a problem in their sec-
tor. The manager said ‘’If we would operate like every other 
moving service, with normal cars, we would have a problem with 



the bigger suppliers. They can drop their prices and still be prof-
itable. However, we are a totally different concept on moving. 
People want to help the environment even if they have to pay a 
bit more.’’ 

 

5.3.3. Reduction of  the incentive of suppliers to 
compete 
 
The government in the Netherlands helps SMEs with the law 
WBSO, which gives subsidies. However, only when they meet 
the regulations of WBSO. WBSO is for Dutch companies which 
have research projects. Starting entrepreneurs, freelancers, SMEs 
to multinationals in every sector in the market could get subsidy 
from this law. Inventing technical physical products, physical 
production processes and/or researching a technical-science sub-
ject could get you qualified for WBSO (Rijksdienst voor Onder-
nemend Nederland, z.j.) Furthermore, incentives internally are 
not specifically discussed in the companies. 

The question which regulations support SME’s to conduct busi-
ness in the logistic sector is asked to see if there are incentives 
that stimulate SME’s in the logistic sector to be innovative. As 
for every other sector, there is an law in the Netherlands called 
WBSO. This law works together with the MKB and tries to help 
SME’s with subsidies when they have innovations. To see if a 
company has right to get WBSO subsidy, they can go to the site 
WBSO-MKB.NL and do the check. Furthermore, Company A 
said: ‘’for open innovations or process improvements conceived 
by employees, incentives are available. But only IF the innova-
tions go to the market.’’ Company A did not want to go into de-
tail into the incentives question. However, they did say ‘’there 
are always rewards for open minded employees.’’ For company 
B incentives are not really needed, as their company is owned by 
not so many people. These people are also the founders of the 
company. Thus, for them incentives are not needed they said. 
When an new innovation succeeds they get the return of it di-
rectly. Company C rewards their employees that come with new 
ideas with a ‘’green-minded dinner and opportunities for the fu-
ture in the company’’.   

 

5.4 The link between regulation and innova-
tion 
 
The link between regulation and innovation is by two of the three 
companies described as positive. The reason behind this is that 
when meeting the regulations for their innovations, they get pro-
vided subsidies by the government, which stimulates their con-
duct of business. The other company finds the regulations not 
stimulating, as the companies has to meet a lot of regulations. 
However, there is no ‘’reward’’ by meeting the regulations.  

What is your perspective on the link between (competition) reg-
ulation and innovativeness of companies in the logistic sector? 
Does regulation stimulate or hinder the innovativeness? These 
questions are asked to all three of the companies. Company A 
does think there is a link between regulation and innovation. 
However he does not think it hinders the innovativeness in his 
company. The reason for this is that he does not have a lot of 
regulations he needs to deal with (only the ones mentioned be-
fore). However, the government does support his company to 
keep providing the services/products they deliver, because it im-
proves mobility in the Netherlands with less accidents. Thus 

company A finds there is a positive effect for his company be-
cause he does not have to deal with the negative effects of the 
regulations. Company B finds themselves not so stimulated by 
the regulations, because they have a couple of regulations on 
which the cars rented have to fulfill. They find themselves more 
hindered by the regulations on this section. However, the thought 
after the regulations for their conduct of business they find usual. 
As the cars have to meet safety rules and regulations. Further-
more, when accidents occur a fully insurance report has to fulfill 
that they are not responsible for flaws on the car. Company C 
finds the regulations a lot on environment and societal purposes. 
However, they find that these regulations do support their com-
pany, as they get provided money from the government when 
they meet the regulations for the environment and society in the 
form of subsidies. Also Company C finds that the money pro-
vided for meeting the regulations for the environment and society 
is a need, as the regulations are very difficult to meet (in costs 
perspective and time perspective). 

 
6.ANALYSIS 
 
As studied before by academics; innovation is important for 
SMEs to succeed in the market (Tidd. Et. Al 2005). They get a 
competitive advantage by being innovative. (O’Regan, Ghoba-
dian & Sims, 2006). Furthermore, all three of the companies find 
innovation the most important factor for their company. They 
find that innovation not only ensures a competitive advantage, 
but also find that their companies grew more by being innovative.  
What factors can influence innovation is one of the sub-questions 
which was tried to research during this study. There are different 
factors that influence innovation. There are innovation specific 
rules that promote innovation. (Pelkmans and Renda, 2012). The 
WBSO law in the Netherlands is one of these factors. When com-
panies meet the WBSO law in the Netherlands, the companies 
are provided by subsidies. Most of the companies find them-
selves hiring a consultant on this specific type of law to ensure 
that their company gets the subsidies. Other factors that can in-
fluence innovation are: public law, private law and strategic be-
havior.  
Public laws have more stimulating effect on innovation. As be-
fore mentioned the WBSO is one of the public laws, which stim-
ulates innovation. The WBSO reduces labor costs and others 
costs for the R&D of a project. The benefit of the WBSO you can 
deduct through your tax return in the Netherlands. This way you 
also have fiscal benefits. Two out of the three companies inter-
viewed find themselves having the benefits from the WBSO law. 
They let a consultancy company on WBSO help them get the 
subsidies by meeting the laws.  
Private laws have a negative effect on the innovation. This is as 
already cited in the research design a conclusion made from a 
small sample. Thus it is limited valid. However, from the three 
companies, only one is faced with a lot of private laws. This com-
pany has to get a lot of certificates to provide the ‘’quality’’ and 
‘’environment-friendly conduct of business’’ to ensure continu-
ity of their company with their innovation. Furthermore, these 
certificates could also not be the standard certificates people 
would like to see in a company.  Therefore, the certificates could 
also not always be reliable and valid.  
The last sub-question is about the strategic behavior in the lo-
gistic sector and what kind of impact it has on the innovativeness. 
Strategic behavior has a lot of influence in this sector. As with 
strategic behavior the established suppliers already have con-
tracts with consumers of their products/services. Therefore the 



entry for new suppliers is difficult. Two out of the three compa-
nies are working in a niche-market. One of them has a totally 
different product in which they control the whole market. The 
other has an innovation, which establishes their position in the 
market. With this position they can influence the market for new 
entries.  
 

7.CONCLUSION 
 
The research question; to what extent does competition regula-
tion / laws impact the innovativeness of SME’s in the logistic 
sector in the Nether-lands, cannot be answered in one sentence. 
By dividing this question into different variables, it can be an-
swered. The hypothesis that regulation has an impact on innova-
tion is true. However, there are different types of regulations in 
different sectors. Therefore we conclude our answer only on the 
competition regulations/laws in the logistic sector.  
 
The impact of public laws on regulation has a stimulating effect, 
as the government tries to improve the innovation in the Nether-
lands by providing SMEs subsidies when meeting the regula-
tions. Innovation is also in my opinion the most important aspect 
nowadays for companies to get a competitive advantage.  
Private laws restrict innovation, as different kind of certificates 
have to be earned to show a level of ‘’quality, environmental-
friendly conduct of business, etc’’. However, when these certifi-
cates are earned not every consumer will ensure the validity of 
these certificates.  
Strategic behavior also impacts the innovation in the logistic sec-
tor a lot. As market-leading companies can ensure there continu-
ity through contracts with consumers. Hereby. The entry barrier 
for entrants is more difficult. Thus, the strategic behavior has a 
negative impact on innovation. Entrepreneurs with possible bet-
ter innovations have to get through the entry barriers set up by 
the market-leaders.  
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Figure 1.1 - causal effect to innovation for SME’s  
 
 
 
 

 
 
Figure 1.2 - innovation adoption curve (Rogers)  
 
 
 
 
 

 
 
 
Figure 1.3 - Push aspects for importance of innovation 
 
 
 

 
 
Figure 1.4 - Porter’s five forces 
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