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Summary: The aim of the presented paper is to identify the significance of selected
determinants of the competitiveness of small innovative enterprises operating in local
markets that use business advice. The achievement of this aim required identifying the
determinants of the competitiveness of small enterprises (characteristics of managers,
characteristics of enterprises) and presenting the motives for as well as the areas and effects
of using business advice. The second part of the paper presents the results of empirical
research carried out using the CATI technique on a sample of 152 small Polish innovative
enterprises operating in local markets and at the same time benefiting from business advice.
The conducted research confirms the hypothesis of the significant modifying impact of
business advice on the system of the competitiveness determinants of enterprises. Improving
the competitiveness of enterprises requires the use of business advice as well as the
improvement of the capacity to absorb business knowledge.

Keywords: small business, determinants of competitiveness in local markets, business
advice.

Streszczenie: Celem prezentowanego artykulu jest identyfikacja znaczenia wybranych
determinant konkurencyjnosci matych przedsigbiorstw innowacyjnych dziatajacych na rynkach
lokalnych, korzystajacych z doradztwa biznesowego. Osiagnigcie tego celu wymagato: okreslenia
determinant konkurencyjnosci matych przedsigbiorstw (charakterystyki zarzadzajacych,
charakterystyki przedsiebiorstw), omdwienia motywow, obszaré6w oraz efektow korzystania
z doradztwa biznesowego. Przedstawiono takze zagadnienie zdolnosci absorpcji wiedzy
biznesowej jako determinanty konkurencyjnosci matych przedsigbiorstw oraz warunku
skutecznosci korzystania z doradztwa biznesowego. W drugiej czgsci artykutu przedstawiono
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wyniki badan empirycznych przeprowadzonych technika CATI na probie 152 matych polskich
przedsigbiorstw innowacyjnych dziatajacych na rynkach lokalnych i réwnoczesnie korzy-
stajacych z doradztwa biznesowego. Przeprowadzone badania potwierdzaja hipotezg o istotnym
modyfikujacym wplywie doradztwa biznesowego na ukiad determinant konkurencyjnosci
przedsigbiorstw. Poprawa konkurencyjnosci przedsigbiorstw wymaga zardwno korzystania
z doradztwa biznesowego, jak i poprawy zdolnosci absorpcji wiedzy biznesowej.

Stowa kluczowe: mate firmy, determinanty konkurencyjno$ci na rynkach lokalnych,
doradztwa biznesowe.

1. Introduction

The issue of developing the competitiveness determinants of small innovative
enterprises is still poorly recognised in the management literature [Sipa et al. 2015;
Adamik 2012]. This situation also seems to be important for companies operating
in local markets. The scope and intensity of their impact are very diverse due to
numerous industry-related conditions, the company’s scale and age, as well as the
level of enterprise innovativeness, managers’ attitudes and pro-developmental
orientation, level of business knowledge and business management skills
[Blackburn et al. 2013; Stawasz 2013]. Therefore, it may be interesting to take into
account business advice in the process of developing the competitiveness of
enterprises.

Business advice is considered an important factor in improving management,
especially in the case of small-scale innovative entities, both in the area of reducing
barriers to their development and in the field of development management
[Grabowski, Stawasz 2017]. Their managers rarely have all the knowledge
necessary for running their businesses efficiently and successfully [Mole et al.
2013]. The lacking necessary knowledge can be obtained from the environment
and from advisors, in the form of professional and independent services. The use of
business knowledge for developing the competitiveness of small enterprises forces
the company management to face challenges, especially since small businesses
usually do not have the appropriate management structure or professional
managers. The absorptive capacity of business knowledge, including the ability to
recognise the value of new knowledge, assimilate and transform it into a
commercial outcome, plays an important role in this respect [Zahra, George 2002].

The paper is devoted to discussing the role of the factors shaping the
competitiveness of small innovative enterprises operating in local markets in the
context of using business advice. A hypothesis has been adopted about the positive
and significant impact of business advice on the system of the competitiveness
determinants of enterprises, strengthened by the capacity to absorb business
knowledge. The second part of the paper presents the results of empirical research
carried out using the CATI method on a sample of 152 Polish small innovative
enterprises operating in local markets. The analysis of the research results confirms
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the existence of the dependence between management-related factors and the
competitiveness of enterprises. Using business advice and increasing the absorptive
capacity of business knowledge obtained through advisory services result in
broadening the scope of the determinants of enterprises’ competitiveness and can
be considered as an effective factor in improving competitiveness, especially for
enterprises characterised by high competitiveness.

2. Factors shaping the competitiveness of small businesses

Competitiveness is a characteristic of an efficiently operating company that is
related to the process of competition in which companies compete with one other
[Liao et al. 2015]. In the classical approach, the determinants of competitiveness
are divided into internal and external [Carvalho, Costa 2014]. Internal determinants
are related to the ability of companies to develop their competitiveness (their own
competitive advantages). The explanations in this area are provided by modern
trends of the enterprise theory: resource, competence, and knowledge-based
[Plawgo 2004], as a response to the departure from the classical strategies of cost
leadership, differentiation and concentration, which focused on basic external
factors, mainly market ones, which did not, however, create the basis for the
sustainable competitiveness of small businesses [Man et al. 2008].

Competitiveness

N

Scale Age Management Industry Innovations
A
Number of people Family Experience Education Business
on the board relations profile knowledge
Development Planning Knowledge Business
priorities absorptive capacity advice

Fig. 1. Factors determining the competitiveness of small enterprises — a conceptual model

Source: own elaboration.

A conceptual model illustrating the factors shaping the competitiveness of
small innovative enterprises is shown in Figure 1. In line with the currently
dominant resource-based approach and the company competence theories, a total
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of fifteen factors have been distinguished for research purposes in shaping the
development of enterprises and their competitiveness encompassing such areas as:
company scale, company age, management, industry and innovations. Mana-
gement-related factors included the following: the number of people on the board,
family relations among the board members, their managerial experience,
educational profile, and level of business knowledge, business development
priorities, as well as the form of planning and business advice.

The development of the business knowledge base and the pro-developmental
orientation as well as the improvement of the management skills level, building the
capacity to absorb knowledge and its use for shaping the competitiveness of
companies, may require external support in the form of public assistance or
professional business advice, which is important especially for small-scale
innovative entities [Sciascia et al. 2014]. The issue of the role of business advice
for the management of small innovative enterprises is still poorly recognised in the
literature [Lobacz, Glodek 2015; Robson, Bennett 2000]. The results of the
research are ambiguous. On the one hand, there are studies showing the positive
impact of business advice on company management and performance [Delanoe
2013; Mole et al. 2013]. On the other hand, there are also studies showing the
limited influence of business advisors on the pro-developmental orientation of
managers and business competitiveness [Johnson et al. 2007; Bennett, Robson
2003]. Therefore, it may be interesting to examine the impact of business advice on
company management, including the creation of management knowledge and the
development of the competitiveness of enterprises.

3. Research results
3.1. The research methodology and description of the study sample

The study used a database of 400 small innovative enterprises (employing up to 49
people) operating throughout the country and using business advice'. The aim of
the research was to determine the impact of business advice on building and
maintaining the competitiveness of small Polish innovative companies. The study
was carried out using the method of direct computer-assisted telephone interviews
(CATI), conducted with the use of a questionnaire addressing the owners or co-
owners of companies or their general managers. The research methodology
assumed that the sample would include 400 entities from the small business sector
representing various industries selected randomly using a random number
generator on a group of 9,703 enterprises from the REGON CSO database. The

' The study was conducted under the direction of the author in 2016 as part of the National
Science Centre project entitled “Shaping the Competitiveness of a Small Company — the Role of
Business Advice” (no. UMO-2012/07/B/HS4/03019).
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market structure of 400 companies was dominated by the local and national market
(37.5% and 45.5% of the surveyed companies respectively), with 67 companies
operating in the international market (16.8% of the total sample).

The analysed sample of 152 companies operating mostly in the local market was
dominated by mature companies with a 4-10 year presence in the market (81.6% of
the surveyed companies), while the average employment was 6.3 people, i.e. 2 times
smaller compared to the total of 400 companies. As for the area of business activity,
the largest group comprised service companies (60.5%) followed by trade companies
(15.8%). All the surveyed companies were innovative. The enterprises with a low
level of innovativeness prevailed, since the introduced changes were a novelty only
on a company or local scale (94.7%), and only 5.3% of the surveyed companies
proposed innovations on a national or international scale.

3.2. Determinants of enterprises’ competitiveness

The study of the competitiveness of enterprises operating in local markets
concerned the estimation of advantages of the surveyed companies over their main
competitors in terms of resources, such as the novelty or innovativeness of their
offered product, costs or prices, quality, service, promotion, logistics, customer
service, etc. The measurement of competitiveness was carried out on a scale of 1-5
points, where 1 meant very poor competitiveness, and 5 — very strong
competitiveness. The average level of competitiveness in the analysed sample of
companies was quite high and amounted to 3.4 points, while the median was 3.0
points. 14.9% of the surveyed companies were characterised by very weak or weak
competitiveness, and 43.3% by high or very high competitiveness.

Table 1. The comparison of the relationship between the competitiveness of the analysed companies
and their selected characteristics (measured by Pearson’s contingency coefficient” and Pearson’s
correlation coefficient®)

No. Characteristics Coefficient Significance level
1 | Business knowledge of managers 0.541° 0.000
2 | Number of people on the board 0.425% 0.000
3 | Family relations among the board members 0.367° 0.003
4 | Form of planning 0.366° 0.003
5 | Age of enterprises 0.337° 0.000
6 | Industry 0.337° 0.079
7 | Business development priorities 0.280° 0.117
8 | Professional experience of managers 0.265° 0.001
9 | Scale of enterprises 0.258° 0.001

10 | Educational profile of managers 0.234° 0.727
11 | Strategic management 0.203° 0.012
12 | Innovations 0.129° 0.113
13 | Operational management 0.097° 0.234

Source: own elaboration.
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The results of the analysis of the relationship between competitiveness and
selected factors related to the functioning of the surveyed small innovative
enterprises mainly in the field of management are presented in Table 1.

The above-presented overview of factors indicates the limited range of local
competitiveness determinants in the analysed sample of enterprises — seven out of
the list of thirteen factors had a statistically significant impact on their
competitiveness. It seems that these are mainly pro-developmental factors,
positively affecting the competitiveness of enterprises. The role of innovation is
irrelevant as a determinant of improving business competitiveness.

3.3. Determinants of enterprises’ competitiveness, including business advice

The paper attempts to assess the modifying impact of business advice on improving
the competitiveness of small businesses. The measurement was carried out on a 1-5
point scale, where 1 meant a very weak impact and 5 — a very strong impact. The
average level of impact of business advice on the improvement of competitiveness
in the analysed sample was moderate and amounted to 2.6 points, while the median
was 3.0 points. The results of the analysis of competitiveness determinants are
presented in Table 2.

Table 2. The comparison of the relationship between the improvement in the competitiveness of the
analysed companies as a result of business advice and their selected characteristics (measured by
Pearson’s contingency coefficient® and Pearson’s correlation coefficient®)

No. Characteristics Coefficient Significance level
1 Business knowledge of managers 0.578" 0.000
2 Strategic management 0.528° 0.000
3 Business knowledge absorptive capacity 0.454° 0.000
4 Operational management 0.429° 0.000
5 Educational profile of managers 0.378° 0.014
6 Business development priorities 0.361° 0.004
7 Competitiveness 0.304° 0.000
8 | Form of planning 0.304° 0.050
9 Number of people on the board 0.300° 0.061

10 | Family relations among the board members 0.291° 0.080

11 Industry 0.268° 0.468

12 Frequency of business advice 0.247° 0.002

13 | Advisory process 0.239° 0.003

14 | Age of enterprises 0.131° 0.108

15 Scale of enterprises 0.068" 0.402

Source: own elaboration.

The study shows that the use of business advice extends the range of
competitiveness determinants in the analysed sample of enterprises — ten out of the
list of fifteen factors had a statistically significant impact on their competitiveness
and the increase in the strength of this relationship. Only the factors related to the
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company (industry, age and scale) did not have a statistically significant impact on
improving the competitiveness of the surveyed enterprises.

It is worth emphasising the great importance of the advisory process
characteristics for assessing the impact of business advice on raising the level of
enterprises’ competitiveness. The greater the scope of business advisory services,
the higher the frequency of business advice and the better the cooperation between
companies and advisors, and the higher the assessment of the importance of
business advice for raising the level of the competitiveness of the surveyed
enterprises.

The conducted analysis shows that the capacity to absorb knowledge gained
through business advice has a positive impact on improving the competitiveness of
enterprises. The interdependence of these variables is high and statistically
significant — the correlation coefficient is 0.454, with the significance level of
0.000, which may mean that the greater the capacity to absorb advisory knowledge,
the higher the improvement of competitiveness of small businesses operating in the
local market.

The research also shows the positive impact of the current level of
competitiveness of the surveyed enterprises on the assessment of the importance of
business advice for raising the level of their competitiveness. This relationship is
statistically significant, although to a moderate degree, and amounts to 0.304, with
the significance level of 0.05. This means that higher competitiveness is
accompanied by a slightly higher assessment of the impact of business advice on
improving the competitiveness of the surveyed enterprises, rather than the reverse.

Nearly 88% of the analysed companies indicating the high assessment of the
importance of business advice increased their competitiveness, the remaining 12%
of the surveyed enterprises did not note any improvement in their competitiveness
due to personnel or resource constraints. In the case of the enterprises characterised
by the low assessment of the importance of business advice, 43.5% managed to
improve their competitiveness, which means that most of them did not have the
potential to improve their competitiveness with a low share of the use of business
advisory services.

It can be assumed that the enterprises surveyed in general improved their
competitiveness in the local market while indicating the high assessment of
business advisory services. In cases when the companies described the impact of
business advice on improving their competitiveness as high, they were already
characterised by high competitiveness. It seems, therefore, that a high level of
competitiveness is conducive to the effectiveness of the use of business advice.
Therefore, if business advice can be considered as an effective factor in improving
the competitiveness of enterprises, this applies rather to highly competitive
companies. Enterprises with a low level of competitiveness improved their
competitive position due to the use of business advice to a much smaller degree.
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4. Conclusions

The conducted analysis of the research results confirms the hypothesis of the
significant modifying impact of business advice on the system of competitiveness
determinants of Polish small innovative enterprises operating in the local market.
Improving the competitiveness of enterprises requires the use of business advice as
well as the improvement of the absorptive capacity of business knowledge . The
study indicates that the use of business advice extends the scope of the
competitiveness determinants of enterprises. The level of competitiveness is of
crucial importance in assessing the role of business advice. Business advice can be
considered as an effective factor in improving the competitiveness of enterprises
characterised by high competitiveness, which means that a high level of
competitiveness is conducive to the effectiveness of the use of business advice. The
surveyed companies with a low level of competitiveness improved their
competitive position due to the use of business advice only to a smaller degree.

Among the characteristics that may influence the relationship between business
advice and the competitiveness of enterprises are management-related factors. The
relatively most favourable conditions for improving business competitiveness as a
result of the use of advisory services occurred in enterprises with more experienced
managers possessing a higher level of business knowledge, characterised by a pro-
developmental orientation, which have a business plan and a higher capacity to
absorb business knowledge, as well as a wider range of cooperation with advisors,
therefore benefitting to a greater extent from business advice.

Bibliography

Adamik A., 2012, Konkurencyjnosc¢ i przewaga konkurencyjna MSP, [in:] A. Adamik (ed.), Ksztatto-
wanie konkurencyjnosci i przewagi konkurencyjnej malych i srednich przedsigbiorstw, Wydaw-
nictwo C.H.Beck, Warszawa.

Bennett R.J. Robson P.J., 2003, Changing use of external business advice and government support by
SMEs in the 1990s, Regional Studies, vol. 37, no. 8, pp. 795-811.

Blackburn R.A., Hart M., Wainwright T., 2013, Small business performance. business, strategy and
owner-manager characteristics, Journal of Small Business and Enterprise Development, vol. 20,
no. 1, p. 8-27.

Carvalho L., Costa T., 2014, Small and medium enterprises (SMEs) and competitiveness — empirical
studies, Management Studies, vol. 2, no. 2, pp. 88-95.

Delanoe S., 2013, From intention to start-up: The effect of professional support, Journal of Small
Business and Enterprise Development, vol. 20, no. 2, pp. 383-398.

Grabowski W., Stawasz E., 2017, The role of business consulting in creating knowledge and formu-
lating a strategy of development in Polish micro-enterprises, Journal for East European
Management Studies (JEEMS), 3, 287-309.

Johnson S., Webber D J., Thomas W., 2007, Which SMEs use external business advice? A multi-
variate subregional study, Environment and Planning A, vol. 39, pp. 1981-1997.

Liao T-S., Rice J., Lu I-Ch., 2015, The vicissitudes of competitive advantage: Empirical evidence
from Australian manufacturing SMEs, Journal of Small Business Management, 53(2), pp. 469-481.



116 Edward Stawasz

Lobacz K., Glodek P., 2015, Development of Competitive Advantage of Small Innovative Firms —
How to Model Business Advice Influence within the Process?, Procedia Economics and Finance,
vol. 23, pp.487-494, access: 10.1016/S2212-5671(15)00353-6.

Man T.W.Y., Lau T., Snape E., 2008, Entrepreneurial competencies and the performance of small
and medium enterprises: An investigation through a framework of competitiveness, Journal of
Small Business & Entrepreneurship, vol. 21, no. 3, pp. 257-276.

Mole K., Baldock R., North D., 2013, Who takes advice? Firm size threshold, competence, concerns
and informality in a contingency approach, ERC Research Paper, no. 9, pp. 1-38.

Plawgo B., 2004, Zachowania matych i Srednich przedsigbiorstw w procesie internacjonalizacji,
ORGMASZ, Warszawa.

Robson P.J.A., Bennett R.J., 2000, The use and impact of business advice by SMEs in Britain: An
empirical assessment using logit and ordered logit model, Applied Economics, vol. 32, no. 13,
pp. 1675-1688.

Sciascia S., D’Oria L., Bruni M., Larraneta B., 2014, Entrepreneurial orientation in low and me-
dium-tech industries: The need for absorptive capacity to increase performance, European
Management Journal, vol. 32, pp. 761-769.

Sipa M., Gorzen-Mitka I., Skibinski A., 2015, Determinants of competitiveness of small enterprises:
Polish  perspective, Procedia Economics and Finance, 27, 445-453, doi.org/10.1016/
S2212-5671(15)01019-9.

Stawasz E., 2013, Innowacje a konkurencyjnos¢ malych przedsiebiorstw, ,,Organizacja i Zarzadza-
nie”, Zeszyty Naukowe, nr 53, Politechnika L.6dzka, £.6dZ, pp. 17-28.

Zahra S.A., George G., 2002, Absorptive capacity: A review, reconceptualization, and extension.
Academy of Management Review, 27(2), 185-203.


http://dx.doi.org/10.1016/S2212-5671(15)00353-6
https://www.sciencedirect.com/science/journal/22125671

