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Abstract

Since the appearance of the Lisbon Strategy, and in particular since its renewal in the 2005, strong, well-run
small and medium sized enterprise sectors have been more and more often included into the documents of the Eu-
ropean Union, emphasizing the role of their competitiveness. For this reason, definitions of the competitiveness
of SMEs, as well as development of analytical possibilities have become important tasks in research. This re-
search, on the basis of a study of competitiveness of companies, defines the competitiveness of small and medium
sized enterprises, as company groups, and, after having presented methods of analysis for enterprise competi-
tiveness, systematizes the competitiveness of SMEs factors on the basis of the following criteria: macro - and
micro - environmental, ex - ante and ex post, external and internal factors, as well as input and output side factors.
The study on testing the macro environmental efficiency factors proposes the STEEP analysis, then the so-called
”Complex model” will be established which systematizes the competitiveness of the micro-environmental factors
of the SMEs in accordance with the criteria listed.

1 Introduction

According to the European Commission’s document, entitled “Think small first!”, “the small and medium sized
enterprises form the backbone of the European economy and are key players in the creation of new jobs and
economic growth as well”. (EU 2007a: 1) According to this, successful implementation of the two major objectives
of the renewed in 2005 Lisbon strategy (growth and employment) is possible only with involvement of well-run and
developed SME sector, covering just 99% of the companies of the European Union, and two-thirds of employment.
(COM(2005)24final: 17) Since basic objective of the Lisbon strategy is to enhance the competitiveness of the
European Union, therefore, the essence of the above quoted statement is that there cannot be competitiveness in
Europe without a competitive SME sector.
On the basis of this background, importance is given to the following questions:

e How the competitiveness of small and medium-sized companies - as a group - could be defined?
e How the competitiveness of the SME sector could be assessed? Including:

— What are the factors affecting the competitiveness of the sector, and what are the results of its existence
and changes?

— What theoretical framework should the referred factors be put in?

This study aims to seek answers to these questions. Since competitiveness of small and medium-sized com-
panies is essentially determined by the competitiveness of companies in the sector, the study, starting off from the
definition of competitiveness of companies and methods of analysis found in the considered literature, commences
to define the competitiveness of the SME sector, and then to develop an analytical framework, which could help
systematization of competitiveness factors of small and medium enterprises. In view of the fact that these fac-
tors and the number of indicators used for their measuring and description are basically infinite, the study cannot
undertake full account of them, thus its principal aim is their systematization.
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2 Business competitiveness

2.1 Formation of the concept

Definition of the concept of competitiveness is characterized by a scientific debate which has been going on for
several decades, and still has not been finished. In accordance with the so-called standardized competitiveness
defined in the OECD’s documents, which was later also applied by the European Union, "Competitiveness is the
capability of companies, industries, regions, nations and supranational regions to create a relatively high income
factor and relatively high employment levels on a sustainable basis, while permanently being exposed to interna-
tional competition.” (OECD 1994: 23) Although the definition of corporate competitiveness has induced much less
professional literary debates than national economic competitiveness, it cannot be considered as finally explained.
(Chikan 2006: 43) In spite of the diversity of approaches, research positions are characterized by a consensus of at
least two aspects:

e Business competitiveness of companies cannot be separated from the competitiveness of products, services
created by them, which is influenced by the price” and “non-price” factors similarly.

e Business competitiveness is a combination of a number of factors shaping competitiveness, and should not
be tested in a given moment, but should be evaluated dynamically, taking into account tendencies of changes.

According to Botos (1982: 33), the competitiveness of products (services) is expressed in the fact that:

e the price of the product is lower than that of the competitors (taking into account the payment terms as well),
e the quality, technical value of the products are better than those of the competing goods,

o related services (delivery times, packaging, service, spare parts, etc.) are more favourable for the customers
than those of the competitors.

According to the author, a product is considered to be competitive if it covers at least two of the three listed
properties.

This approach alone combines the competitiveness factors of price and non-price; however, these criteria should
be supplemented by additional ones. (on the basis of Szentes et al. (2005: 112-113)):

e The “lower price” can only be the “competitive price”, if it provides return of the costs for the seller, and
even includes a profit.

e The "higher quality” should embody affordable properties, as well as actual value for the customers.

e Marketability of products and services, in addition to associated services, is influenced to a large extent by
the level of marketing activities (market research, advertising and other marketing communication activities,
distribution network).

The above stated is completely consistent with Chikan’s (2006: 44) perception, according to which a company
carries on a “double value” activity, because it has to create a consumer value (sufficient level of needs satisfaction
at a reasonable price) and a property value (profit) within the same process.

The shown above characteristics, directly related to the product, determine the ability to retain and increase the
company’s market share, however they are only single components of the company’s competitiveness. In addition
to the interpretation of competitiveness of companies, it is reasonable to take into account the following as well
(on the basis of Findrik-Szilard (2000: 25-27), Szentes et al. (2005: 114-115) and Chikan (2006: 43-44)):

e Competitiveness includes the ability to enhance business efficiency, which is the basis of profitability (profit
rate). In terms of efficiency improvement, besides most important other things, development of productivity,
unit labour costs, the level of used technology, utilization of capacity and flexibility of production system
are really important.

e The company also competes with the market of resources (as a buyer); therefore its competitiveness is also
seen in the ability to access inputs and in its dynamics.
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Table No.1: Types of factors of company competitiveness
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e Formation of strategy and the ability of its implementation have become the essential features of compet-
itive businesses in the last two decades, being the fundamental conditions and means of adaptation to the
dynamically changing environment. In this context, previously unknown factors have become value cre-
ative, such as organizational upgrade, project management, change management, quality assurance or social
responsibility.

e The “human factor” plays crucial role in the fulfilment of the above mentioned skills, which includes the
quality of used labour (education, experience, continuous capability to develop, etc.), as well as the standard
of management (organizational and management skills, creativity, conflict management, communication
skills, etc.). Growing “knowledge capital” is the integral part of the human resources, which has become the
most important factor of production today. Research and development, which is the basis of knowledge, as
well as the standard of innovation activities which implement new knowledge, have become decisive factors
in company competitiveness.

It is a challenge to create a definition that would bear in mind all the criteria listed, it maybe even an unrealistic
expectation, taking into account the requirements of compactness. In my opinion, the following definition focuses
on the most important elements: ”Competitiveness is a sum of properties and activities of a given production unit,
by means of which it can increase its market share and / or its profit on a given market, during a given period.”
(Findrik-Szilard 2000: 23)

The definition of the Research Centre for Competitiveness, which has been refined for many years, takes
into account several aspects of the above mentioned definition, and, in my view, is the most complete definition
found in the literature: “Business competitiveness, in our perception, is the company’s ability to permanently offer
consumers products and services, which are in compliance with the standards of social responsibility, and for which
they are willing to pay more than for the competitors’ products, ensuring profitable conditions for the company.
Condition of this competitiveness is that the company should be able to detect changes in the environment and
within the company, by performing permanent better market competition criteria compared to the competitors.”
(Czako6-Chikan 2007: 3)

2.2 Options of analysis

Business competitiveness of companies can be tested from the side of the factors affecting competitiveness (ex
ante approach) on the one hand, and, from the side of results (ex post approach), on the other hand. The results
are clearly linked to the company, or are on the micro level, but the affecting factors can come from the company’s
macro environment (national economy or level of integration), as well as external (outside the company) or internal
(within the company) micro environments.

Types of factors of company competitiveness are included in Table No.1.

In the following part I will present the models of systematization of factors of competitiveness related to the
macro-and microenvironments of companies, which can be found in professional literature and can be implemented
best.
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Table No.2: System of STEEP-factors
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2.2.1 Macro level factors - ex-ante approach

One part of external factors affecting competitiveness of the company comes from the company’s macro environ-
ment, first of all from the system of conditions in the country where the company is located. There are several
examples in the domestic literature! for presentation of this system of conditions, for clustering affecting factors,
but in my opinion, the most complete and best-established models are related to the name of Philip Kotler. Kotler
presents elements of macro environment as parts of company’s marketing environment. According to him, these
are external forces and effects, which the company is not able to influence, but their constant monitoring and adap-
tation to them are necessary conditions for successful market operation, (Kotler 1991: 135), i.e. they are essential
for the competitiveness of the company.
According to Kotler-Keller (2006: 79-95) the elements of macro environment are:

e Demographic environment
e Economic environment

e Social and cultural environment

Ecological environment
e Technological environment
e Political and legal environment

The STEEP-analysis, often used and popular in the domestic literature, is based on the above classification,
which can be considered as minor change to Kotler’s systematization. The STEEP-factors, and their main elements
can be found in Table No. 2.

In case of the majority of the above shown factors, we can agree with the statement that we are talking about
external forces which ”cannot be controlled” by the companies, and the only thing the company can do is to adapt
to them (components of social, ecological, political and legal environment are generally of this kind). At the same
time, systematizations contain factors that are affected by corporate activities (in Table No.2. the activities that I
consider to be the most important are highlighted), that is, interaction between a company and the environment
can be observed. For example, research and development and innovation activities, the amount of added gross
value, employment situation or the progress of investments are all aspects, which are defined by the level of na-
tional economy, on the one hand, and can be influenced by the active co-operation of corporate sector alternatively.
In other words, macro environment has impact on the competitiveness of companies, while in respect of numer-
ous components the micro sphere has repercussion on the environment, thereby affecting the macro (national)
competitiveness.

'E.g.: Hovényi (1999: 1023), Chikdn-Czaké-Zoltayné (edited) (2002: 35)
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Figure No.1: Porter’s diamond model and integration of the model of competitive forces
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2.2.2 Micro level factors - ex ante and ex post approach

Ex ante approach - external factors

Another part of external factors affecting competitiveness of the company comes from the company’s micro
environment (business or market environment, in other words), the most accepted and the most widely used system-
atization of which is the Porter’s diamond model. This model includes possible sources of competitive advantages
of companies, industries and clusters, however, Porter developed another model as well, which systematizes com-
petitive forces of industrial branches. Thus, the next five competition factors together determine the sharpness of
competition in some industries (Porter 2006 [1980]: 30):

o Competition between companies which already exist in the industry
o Threat of new entrants

e Threat of substitute products

e Suppliers’ bargaining position

e Buyers’ bargaining position

While making comparison of the above stated competitive forces with the help of determinants of the diamond
model, even by superficial” inspection, the link between them can be observed, however exploration of the nature
of this relationship requires more thorough consideration. I agree with the statement made by authors Dinya-
Doman (2004: 134) that the company’s competitive position results from intensity of the competition (competitive
force), as well as external (and internal®) sources of competitive advantage, thus on this basis, the two models can
be integrated. I also agree that development of competitive forces has an impact on the companies’ competitive
advantage, which can be exploited by them, consequently when unifying the competition models, the competitive
forces “’surround” the diamond model. However, I can accept the specific way of combining the two models
suggested by the authors only by making small modifications. The essence of them is that in the integrated model
cited in the study, “the buyers’ bargaining power” and the “threat of substitute products” is inadequate in my
opinion, and it should be more logical to replace them. The integrated model, which has been revised taking into
account the above stated, can be found in the Figure No. 1.

An important note to the Figure is that the existing competitors and new entrants - unlike in the original Porter’s
model - are in one group because their impact on the situation of the competition can be regarded essentially
identical, except for some time difference.

The integrated model illustrates the following relationships:

e Power and behaviour of the existing and new entrant competitors, and changes in them:

2These models do not include factors within company which also have influence on the competitive position of the company.
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— obviously have influence on the intensity of the competition,

— at the same time have influence on the development of input terms, as the competition is often present
on the same input markets as the company, that is they do not only compete for the buyers but for the
acquisition of the resource as well.

e Strong or weak nature of the bargaining positions of suppliers:

— has influence on the terms of acquisition of their inputs, and

— making use of the potential competitive advantages residing in relations with the supporting industries,
i.e. mainly the suppliers.

e The strength of the bargaining positions of buyers:

— first of all plays role in formation of demand terms,

— but also has influence on the supporting and connected industries, as influences their activities by way
of derivative demand.

o Threat of substitute products (or the weight of already existing products on the market):

— besides the influence on the intensity of competition can also have influence on its nature, making the
former competitors co-operate on order to retain their market share (or even remaining on the market),

— moreover, can alter the structure of demand, suggesting new alternatives to the buyers to fulfil their
needs.

In my opinion, the two models developed by Porter, as well as their integrated version, provide suitable frame-
work for analyzing competitiveness of companies, industries or clusters (with regard to the external micro factors),
but determination of specific competitiveness factors within some of the factor groups, and their operationalization
in particular can be a major challenge for researchers and analysts.

Ex ante approach - internal factors

Competitiveness of companies is not only affected by external but also by internal factors as well. They are
amply explored in management- and management science literature, in case determination of the criteria of an
effective and profitable company is also regarded as identification of the factors of competitiveness within the
company. Over the past decade, it has become increasingly evident for the researchers that besides the so-called
“classical” competitive advantages (e.g., lower spending, lower price, better quality, better marketing job, higher
levels of related services), "new types” of competitive advantages have determined business competitiveness of
companies. These can be the following: concentration of capital, technological development trends, the global
market structure (Hovanyi 2000: 605), possession of intangible assets such as skilled and experienced workforce,
patents, know-how, software, strong customer relationships, brands, unique organizational design models and
processes (Lev 2004: 109). Not least, they also include preparedness of the management: the managers are
required more and more to identify the environmental changes in time, even the so-called “weak signals”* and to
have the ability to respond rapidly to them. (Hovanyi 2002: 38)

According to Hovanyi’s (2000: 601) view, nowadays and in the near future successful companies will originate
from two business circles: from the group of international giant companies, as well as from the group of micro,
small and medium-sized enterprises. In case of the two ’poles” of companies, different criteria of competitiveness
that can be influenced by the companies are determinant, and are summarized in the Table No.3.

The obviously expandable circle of listed factors explains the relevant factors of criteria of business competi-
tiveness, but at the same time it is not the author’s purpose to order measurable, comparable indicators to certain
factors and to facilitate practical application of the criteria.

In respect of the international and domestic literature it can be said that it is not specific to establish indicator
systems and competitiveness indexes for measuring business competitiveness of a company. In this respect, the
Competitiveness Research Centre* can be regarded as the one doing pioneering work, the Business Competitiveness
Index (BCI) developed under management of Attila Chikan, is consistent with both scientific and theoretical proofs,
measurability (good measurement properties) and criteria of practical application.

3Hovanyi gives explanation of the concept of the Weak Signals Oriented Management - WSOM (2002).

4The Competitiveness Research Centre, besides the presented index, has developed a theoretical model highlighting the internal structure
of corporate competitiveness, which is based on the link between customer value and corporate competencies, which are described in the
following study together with the results of empirical testing: Chikan-Gelei (2007).
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Table No.3: The most important internal criteria of competitiveness in the two business

circles
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Source: Personal redaction on the basis of Hovdnyi (2000: 606-607)

Theoretical basis for the development of the index is given by definition of corporate competitiveness composed
by Competitiveness Research Centre, - at the end of the chapter 2.1. - by the resource-based company theory, as
well as the dual theory of value.

According to the resource-based company theory, the potential carriers of company’s success are their own -
not reproducible or just difficult to be copied - resources, capabilities. To exploit their potential a well-chosen and
implemented strategy is needed, which requires constant reproduction of resources and characteristics providing
competitive advantage, based on forecasts (proactive adaptivity) adaptive to the environmental changes. On this
basis, two basic conditions of business competitiveness are functionality and continuous maintenance of ability to
change. (Chikéan 2006: 43)

According to the dual theory of value, creation of both consumer and shareholder values should be done in the
operation of the business, the evaluation of which plays a key role in corporate performance measurement. (Chikan
2006: 44)

On the basis of above principles, the formula of the index of created business competitiveness (C - competi-
tiveness) is the following®:

C=(M+V)T

where M = functionality, V' = ability to change, T' = performance.

According to the contents of the index: ... measurement of competitiveness is the proportion of co-share of
capability to change and functionality, recognized by the market”. (Chikdn 2006: 44)

The author uses indexes and indicator groups shown in Table No. 4 for the measurement of the three variables,
determining of a specific value of which is made on the basis of the data occurring from business inquiries (a total
of 71 evaluation questions on a five-grade scale).

It is necessary to supply the next two explanations to the method of analysis:

Ex post approach - internal factors

The ex ante approach of competitiveness emphasizes opportunities and skills, which involves analyses of a lot
of qualities, "’soft” factors that are sometimes not easy to quantify. By contrast, application of ex-post approach
focusing on results, applies almost exclusively examination of the quantitative factors, therefore the “scalability”
is not a central issue here (as they are given), but definition of the scope of relevant factors from the aspect of
competitiveness can be a real difficulty.

Empirical studies show that improvement of corporate performance is associated with better market perfor-
mance and higher profitability (Chikan-Czaké-Zoltayné (edit.) 2002: 50), that is, operating-, market- and financial

SMathematical relationship established between the variables is confirmed by economic considerations and mathematical and statistical
analysis. (Chikan 2006: 48)
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Table No.4: Conponents of business conipetitiveness index

Variables Indicator groups

Cost / price (cost-effectiveness, productivity, competitive prices)
Quality (product quality and manufacturing standards, quality of raw
materials)

Time (delivery time, delivery accuracy)

Flexibility (flexible response to consumer demands, flexibility of
production system, flexibility of logistics)

Service (range of products, quality of customer service, organization of
distribution channels, ethical behaviour)

Market relations (immediacy of the relationship with customers, the
ability to anticipate market changes, innovative sales promotion methods)
v Human Preparedness (staff training, quality of management)
Organizational ability te answer (modernity of decision/operating
methods, level of technology, R & D spending levels)

Praperty values (industry-average turnover, profit)

Consumer values (industry-average market share)

Source: Personal redaction on the basis of Chilkdn (2006: 46-47)

performance are based on each other. Operating performance can be characterized by operating ability and ability
to change, summarized in Table No.4, which influence competitiveness of companies in ex ante way. These factors
have influence on market performance and profitability, which, however, in an ex post way characterize compet-
itiveness of a company. Figure No.2 shows the relationship of the three areas, and related, most commonly used
indicators of competitiveness (including but not limited to).

Figure No.2: Areas of corporate performance assessment and their relationship
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Sowrce: Personal redaction on the basis of Table No. 4

Improvement of competitiveness or its descent can be measured from the side of results (ex post), hence,
with development of indicators characterising market performance and profitability. Operational performance,
according to the referred empirical research, has an impact on the market success and through this on profitability,
however, may influence it directly (e.g. through more efficient use of resources) as well.

Arrows seen on Figure No. 2 show “primary” effects, yet the market success and profitability (can) have an
effect on the operational performance: higher profitability provides more opportunities for product-, technology-
and organization development, for application of innovative sales methods, or for increasing the standards of
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human resources than lower profitability. That is why, in my opinion, positive changes occurring in factors on the
input side of competitiveness in dynamic approach can also be regarded as results, i.e. can show improvement in
competitiveness in ex-post way. For example, increase of the R & D spending, the number of employees, or even
involvement of foreign capital (not occasional, but manifesting long-term tendency) can be of such kind, all of
which characterize companies mostly successful in market competition, i.e. competitive companies.

3 Theoretical framework for analysis of competitiveness of small- and
medium-sized enterprises

3.1 Explanation of competitiveness of small- and medium-sized enterprises

In the last few years, both the analytical economists, and politicians are increasingly stating the opinion that: There
is no doubt that SMEs are essential for more intense, sustained growth and for establishment of more and better
jobs”. (COM(2005)551final: 3) They also agree that all means should be used to help the enhancement of small
and medium- sized enterprises, as their competitiveness is crucial in terms of competitiveness of regional, national
economies as well as of the economy of the European Union. However, neither in the official documents of SME
development and support, nor in the issues of literature I have found a definition, which would define specifically
competitiveness of small and medium-sized enterprises as group of companies. In my opinion, this may be due to
the fact that vast majority of users of the definition understand the competitiveness of SMEs as competitiveness of
companies creating the sector, so it does not require a specific definition. In my view, this position is acceptable
in the sense that the sector’s competitiveness really depends on the competitiveness of enterprises; however, this
problem can not be regarded as closed with this definition.

In determining the competitiveness of small and medium enterprises, it is practical to begin with general defi-
nition of business competitiveness, nevertheless there may be features resulting from the company size first of all,
and from macro-economic role that is undertaken by the sector and sectoral structure, that distinguish the large
and transnational companies from SMEs from the point of view of competitiveness. In this context, the following
statements are worth consideration:

e Small and medium-sized enterprise sector is a crucial player in the economy in employment, establishment of
jobs and, in this context, in increase of social welfare. Therefore, in the unified definition of competitiveness
used in the European Union in light of the renewed Lisbon goals in particular, when defining competitiveness
of SMEs, their role in employment must not be left out.

e Internationalization of operation of small and medium-sized enterprises, their integration into the global
economy is an important objective® of the European Union, for the achievement of which it is absolutely
necessary to improve the international competitiveness of SMEs. This means increased export of SMEs
(including the "indirect” exports, i.e., encouragement to become a supplier) on one hand and increased
position in the ever-growing import competition on the other hand. Nevertheless, I do not agree with the view
that: ”Competitiveness ... can only be understood regardless of the size and, to some extent, of the operating
area of the companies, only on the international level”. (Kerepesi-Opitz-T6th 2006: 21) On the one hand, it is
a fact that today only a fraction of the European SMEs, is able to export’ (Futé 2001: 3), on the other hand,
there are some sectors typically covered by mainly small and medium-sized enterprises, where, because
of the nature of activity, nor exit to export market, nor the domestic appearance of foreign competitors
(import competition) is typical®. Naturally, major part of SMEs have to compete with foreign competitors
either on domestic or international markets, while in case of number of companies on the domestic markets,
maintaining position in competition with domestic players is crucial, the duality” of which, in my opinion,
should be taken into account in determining competitiveness of SMEs.

In addition to the above considerations, while defining the competitiveness of small and medium-sized enter-
prise sector, I use the following principles:

e Competitiveness of small and medium sized enterprises as company group can be especially seen in capa-
bility to promote competitiveness of the region, the country or the macro region where SMEs reside.

SThis objective is formulated in the following documents: COM(2005)121 final: 29, COM(2008)394 final: 18.

"This is supported by the fact that only 15.5% of the revenues of SMEs operating in Hungary in 2006 were from exports (the same ratio
was 41.9% for large companies). (Kallay et al. 2008: 145)

8These may be some economic services (e.g., accounting services, tax advice, etc.), or certain public services as well (e.g. hairdresser,
beautician, painter and decorator, etc.).
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e Competitiveness of small and medium-sized enterprises depends on the competitiveness of companies that
make up the sector, therefore adaptability and operating capability determining the performance of corporate
performance, as well as the requirement of ”double value” should also be reflected in the definition.

Taking into account all of the above stated, I find the following definitions suitable to express the essence of the
competitiveness of small and medium sized enterprises, and helpful in selection of main directions for analysis:

Small and medium-sized enterprise sector of a region, country or macro region can be considered com-
petitive, if it is able to contribute substantially and if possible increasingly to the development of economic
performance of the geographical area and raise the level of employment. Condition of this competitiveness is
that the sector’s companies, making use of flexibility resulting from their dimensions, should be able to adapt to
changes within and outside the company, as well as to exploit the environment for competitive advantages, and,
by doing this, to improve their position on domestic and / or international market by ensuring improvement of
conditions for gaining profit to the owners.

3.2 A possible framework for analysis

Generally, competitiveness, and thus the competitiveness of small and medium sized enterprises in particular, can
be also assessed on the bases of a wide range of approaches and criteria. The analytical framework being presented
is one of the possible variants, in the creation of which I tried to take into account the full range of affecting factors
and results of the macro-and micro level, ex-ante and ex post, external and internal, input and output sides, though,
because of virtually endless number of factors, I have to notice that ” including but not limited to”. Thus my first
and foremost aim is systematization, besides highlighting the most important factors.

3.2.1 Analyses on macro level - STEEP-factors

In part 2.2.1., the macro level factors influencing business competitiveness naturally have influence on the small
and medium sized enterprises as well, that is why I consider the STEEP- analysis for their systematization, which
is used for examination of competitiveness of SMEs, appropriate. The elements of macro environment, listed in
Table No. 2, define the same criteria for any size company, and therefore can be treated as a single SME sector
in macro-level analysis. The sole exceptions perhaps are some components of legal and economic environment, if
there are differences in accounting and tax legislation for individuals and joint ventures, or there are specific forms
of support for micro-enterprises, etc., but these do not fundamentally affect the uniform handling of the sector.

On the basis of my research, two very important STEEP factors are considered to be really important in influ-
encing the competitiveness of small and medium sized enterprises: one of them is the macro-economic environ-
ment, and the other is the political (primarily economic), and legal environment. In my opinion, general state of
the economy (development of economic growth, inflation, unemployment, etc.), company legislation, as well as
guidelines and actions of economic policy (in particular the policy on development and support of SMEs,) affect
most directly functioning and performance of most companies in the sector.

3.2.2 Analysis on micro level - complex model of competitiveness of SMEs

As competitiveness of small and medium-sized enterprises, as a group of companies, is based on the competitive-
ness of corporate competitiveness, therefore the framework for analysis presented in chapter 2.2.2 is suitable as a
starting point for examination of micro level of the sector competitiveness. On the basis of internal and external
factors and the results systematised in ex-ante and ex post approach, as well as taking into account the fact that
competitive factors can be associated with the input and output side in the value system, I will make an attempt
to cover the micro level components of the competitiveness of small and medium sized enterprises into a complex
system (Figure No.3).

The model integrates a possible way of approach of analysis of competitiveness of micro-level enterprises
(input - output, ex ante - ex post, external - internal), as well as uses the system of conceptions of Porter’s diamond
model and competition models, as well as the system of conceptions of Chikan’s business competitiveness index,
with addition of possibility to present analysis of the ex-post input side.

While designing the model:

e | was trying to provide a uniform and transparent system of all the approaches and main factor groups,
which, after having studied the literature, I found applicable for the analysis of micro level competitiveness
of small and medium-sized enterprises.
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Figure No.3: Complex model of competitiveness of small and medium-sized enterprises
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e [t was not my purpose, and because of numerousness of these factors could not be my goal, to list all the
possible conditions and results of competitiveness, but I have indicated in each factor group the elements I
consider to be the most important.

Internal content of the model, its structure:

e External conditions of ex ante approach are essentially based on the integration of Porter diamond model

and the model of competition shown in Figure No.1 with the addition that it takes into account links of some
determinants to input-output side. In the “environment” column there are micro-environmental abilities and
conditions in wider sense, in connection with which major tasks of the companies are to adapt, or to exploit
the competitive advantages or to neutralize disadvantages. In the column of the “participants” there are
such members of the company environment in a narrower sense, whom the company has direct business
relationship with (customers, suppliers and sponsors), and, it is important to highlight, there may arise an
opportunity to organize clusters with them. That is why in this area there may be a possibility for the
company to influence external terms, as in the case of previous factor group. The ’competition’ column
shows that the company is in competition both on the input and on the output markets, in addition, not only
with the already existing, but also with competitors intending to enter the market as well.

In the column of internal conditions there is no sense to isolate the input-output side, as the company’s
internal characteristics, functionality and ability to change (or to adapt), are stated (on the basis of Chikan’s
competitiveness index).

In the approach on result side (ex post) there is no sense to distinguish external and internal elements, as the
results are primarily always within the company, which, alternatively, obviously contributes to the “results”
of the company group, industry, region, country, and ultimately to competitiveness as well. However the
results of the input and output side can be distinguished, as it was referred to earlier.

Applicability of the model:

e Method of application depends on how the subject of competitiveness analysis is determined:

— If we analyse a specific company’s competitiveness, all the components of the model can be clearly
analyzed.

— When a group of companies (e.g., regional cluster, sector, small and medium sized enterprises) is the
subject of examination, then we must take into account the following individual factor groups:



l@ HEJ: ECO-100115-A 12

x There are factors, especially among the internal affecting factors and results, which can be inter-
preted first of all for a given company. If you do use these factors for company groups, in that case
a kind of an aggregate or average value can be used (e.g. in case of employment, R & D expendi-
ture, market share, etc.), or some kind of general characterization can be given, mainly based on
business interviews (e.g. standard of management, quality of products and services, etc.).

* In my view, the sectors and regional clusters could be treated as ”a whole” in respect of all the
components of the model, however, for small and medium sized enterprises it is not necessar-
ily similar. Approaching the sector’s competitiveness from both ex ante and ex post sides, there
can be significant differences between company sizes (micro, small, medium), and between var-
ious sectors too. This is confirmed by the fact that the analysis of competitiveness of small and
medium-sized enterprises is almost always broken down by size’, or alternatively may be taking
into account specificities of the sectors; also available data sources!'? for the sector mainly contain
data about small and medium-sized enterprises based on size.

e Another question of application is the operationalization of the model, namely measurability of certain fac-
tors of competitiveness, particularly of the qualitative elements, or at least definition of ordinal comparable
indicators. Specific methods of these can be extremely diverse, which among others depend on the purpose
of research and the range of available or obtainable data, information.

4 Further research directions

Further directions of research clearly mean summarization of scientific results connected to the competitiveness
of companies and their further development, with establishment of definition of competitiveness of small and
medium-sized enterprises, as well as practical application of analysis framework. To achieve this, there is need
for the most important factors of competitiveness of SMEs, as well as for the definition of indicators used for their
measurement and characterization. Only after having done this, it will be possible to characterize competitiveness
of the domestic SME sector, which, with dynamic approach and requirement of international comparison, I would
like to introduce within the frames of a doctoral dissertation that will be submitted in the near future.

References

[1] BELYO PAL - BECSEI JOZSEF - BOCSKEI ELVIRA (2008): Kis- és kozépvdllalkozdsok fejlédési ten-
dencidi. (Trends of Development of Small and Medium-Sized Enterprises) Fejlesztés és Finanszirozas, 1.
63-72.

[2] BOTOS JOZSEF (1982): Nemzetkirzi versenyképesség és drforradalom. (International Competitiveness and
the Price Revolution) Kozgazdasagi és Jogi Konyvkiadd, Budapest.

[3] CHIKAN ATTILA (2006): A vdllalati versenyképesség mérése. (Measurement of the Competitiveness of
Companies) Pénziigyi Szemle, 1. 42-56.

[4] CHIKAN ATTILA - CZAKO ERZSEBET - ZOLTAYNE PAPRIKA ZITA (szerk.) (2002): Vdllalati
versenyképesség a globalizdlodo magyar gazdasdgban. (Corporate Competitiveness in a Globalizing Hun-
garian Economy) Akadémiai Kiad6, Budapest.

[5] CHIKAN ATTILA - GELEI ANDREA (2007): Vdllalati versenyképesség - vevéi érték és a képességalapii
megkozelités osszekapcsoldsa. (Corporate Competitiveness - Interconnection between Customer Value and
Skills-Based Approach) Vezetéstudomany, XXXVIIL. évf. 3. 2-11.

[6] CZAKO ERZSEBET - CHIKAN ATTILA (2007): Gazdasdgi versenyképességiink vdllalati nézépontbdl -
2004-2006. (Our Economic Competitiveness from Corporate Perspective - 2004-2006) Vezetéstudomany,
XXXVIIL évf. 5. 2-8.

[7] COM(2005)24végleges: Kozos munkdval a novekedésért és a munkahelyekért. A lisszaboni stratégia iij
kezdete. (Working Together for Growth and Job Opportunities. A New Start for the Lisbon Strategy) Eurdpai
Bizottsag, Briisszel.

9For example: Belyé-Becsei-Bocskei (2008), Roman (2006), Markovics (2005)
10For example: Kallay et al. (2008)



l@ HEJ: ECO-100115-A 13

[8] COM(2005)121final: New Framework Programme on Competitiveness and Innovation. European Commis-
sion, Brussels.

[9] COM(2005)551végleges: A kozosség lisszaboni programjdnak végrehajtisa: Modern kkv-politika a
novekedésért és foglalkoztatdsért. (Implementing the community Lisbon programme - Modern SME policy
for growth and employment) Eurépai Bizottsag, Briisszel.

[10] COM(2008)394végleges: ”Gondolkozz el6bb kicsiben!” - Eurdpai kisvdllalkozoi intézkedéscsomag. (" Think
Small First!” - A ”Small Business Act” for Europe) Eurdpai Bizottsdg, Briisszel.

[11] DINYA LASZLO - DOMAN SZILVIA (2004): Gazdasdgi hdlozatok tanulmdnyozdsdnak modszertani
kérdései. (Methodological Issues of the Study of Economic Networks.) In: Czagdny L. - Garai L. (sz-
erk.): A szocidlis identitds, az informaci6 és a piac. (Social Identity, Information and Market) SZTE Gaz-
dasagtudomanyi Kar Kézleményei. JATEPress, Szeged, 127-150.

[12] EU (2007a): Soroljuk a kkv-ket az elsé helyre! (Think small first!) Eurdpai Bizottsag Vallalkozaspolitikai és
Ipari Féigazgatdsag.

[13] FINDRIK MARIA - SZILARD IMRE (2000): Nemzetkéizi versenyképesség - képességek versenye. (Interna-
tional Competitiveness - Competition of Skills) Kossuth Kiad6, Budapest.

[14] FUTO PETER (2001): Az EU és a globalizdcié hatdsa a magyar kis- és kézépvdllalkozdsokra. (The Effects
of the EU and Globalization on the Hungarian Small and Medium-Sized Enterprises) Eurépai Tiikor 4. 3-9.

[15] HOVANYI GABOR (1999): A vdllalati versenyképesség makrogazdasdgi és globdlis hdttere. Michael Porter
két modelljének tovdbbfejlesztése. (Macroeconomic and Global Background of Corporate Competitiveness.
Further Development of Michael Porter’s Two Models) Kozgazdasagi Szemle, XLVI. évf. november, 1013-
1029.

[16] HOVANYI GABOR (2000): A pdrhuzamos versenyelmélet koncepcidja és néhdny hazai tanulsdga. (The
Concept of Parallel Competition Theory and a Few Domestic Examples) Kozgazdasagi Szemle, XLVII. évf.
julius-augusztus, 600-618.

[17] HOVANYI GABOR (2002): Versenyelény: A gyenge jelekre tdjolt menedzsment (WSOM). (Weak Signals
Oriented Management) Vezetéstudomény, XXXIII. évf. 5. 30-39.

[18] JOZSA LASZLO (2003): Marketing-stratégia. (Marketing Strategy) KIK-KERSZOV, Budapest.

[19] KALLAY LASZLO - KISSNE KOVACS ESZTER - KOHEGYI KALMAN - MASZLAG LUDMILLA
(2008): A kis- és kozépvdllalkozdsok helyzete. Eves jelentés 2007. (State of SMEs. Annual Report 2007.)
Nemzeti Fejlesztési és Gazdasagi Minisztérium, Budapest.

[20] KEREPESI KATALIN - OPITZ EVA - TOTH ARNOLD (2006): Viltozdsok a magyar kis és kozepes
vdllalkozdsok nemzetkozi versenyképességének kritériumaiban és gazddlkoddsdnak kiilsé feltételeiben.
(Changes in the Criteria of International Competitiveness of the Hungarian Small and Medium-Sized En-

terprises and the External Terms and Conditions of Management) Tudomanyos Kozlemények, Altaldnos
Villalkozasi Fé&iskola, aprilis, 21-30.

[21] KOTLER, P. (1991): Marketing management. Miiszaki Konyvkiad6, Budapest.
[22] KOTLER, P. - KELLER, K. L. (2006): Marketing Management. Upper Saddle River, New Jersey.

[23] LEV, B. (2004): Sharpening the Intangibles Edge. Harvard Business Review, June, 109-116. (Magyarul:
Baruch Lev (2004): Az immaterialis javakban rejl8 versenyelony fokozdsa. Harvard Business Manager, de-
cember, 39-47.)

[24] MARKOVICS, K. (2005): Competitiveness of Domestic Small and Medium Enterprises in the European
Union. European Integration Studies, Miskolc, Volume 4. Number 1. 13-24.

[25] OECD (1994): Globalisation and Competitiveness: Relevant Indicators. Paris.

[26] PORTER, M. E. (2006): Versenystratégia. Akadémiai Kiadd, Budapest. (Porter, M. E. (1980): Competitive
Strategy. Techniques for Analyzing Industries and Competitors. The Free Press, New York.)



’@ HEJ: ECO-100115-A 14

[27] ROMAN ZOLTAN (2006): A kis- és kozépvdllalatok és a lisszaboni célok. (Small and Medium-Sized Enter-
prises and the Lisbon Goals) Fejlesztés és Finanszirozas, 3. 20-29.

[28] SZENTES TAMAS ES MUNKAKOZOSSEGE (2005): Fejlédés Versenyképesség Globalizdcié I. (Develop-
ment Competitiveness Globalization 1.) Akadémiai Kiadd, Budapest.



