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Abstract

competitiveness factors and the perception of Russian

SMESs’ level of competitiveness are examined, based on
a secondary analysis of the RuFIGE (Russian enterprises
in the global economy) survey data obtained in 2014 by
1,677 Russian industrial small and medium-sized
enterprises (SMEs).

It comes out that neither the high technological level,
the introduction of the CRM system, nor the availability of
external financing are sufficient for Russian manufacturing
SMEs to feel competitive on the global market. From
the other side, those manufacturing SMEs whose main

In this paper, the relationship between internal
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competitors are domestic enterprises, count neither the
technological level nor the presence of a CRM system to
be necessary factors for competitiveness.

Further, there are different “weight categories” among
Russian manufacturing SMEs. SME owners, who work
only on local markets, are immune to competition from
large foreign companies and consider Russian firms
similar to their own as their main competitors. Those who
work on the whole Russian market feel a great amount of
competitive pressure from foreign manufacturers.

The conclusion provides theoretical and practical
recommendations on the results of this study.
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tiveness mainly amounted to analyzing various

internal factors [Hoskisson et al., 1999; Furrer
et al., 2008] and the external market environment
[Hitt et al., 2016]. The analysis was mostly based on
data from developed countries, with only a much
smaller number of studies devoted to transitional
(transformation) economies [Hitt et al., 2004; Aidis
et al., 2008; Meyer, Peng, 2016]. Also, international
researchers tended to focus on key factors affect-
ing competitive advantages of large corporations,
so their findings cannot be fully applied to better
understand the specifics of small and medium en-
terprises (SMEs) [Man et al., 2002; Caloghirou et al.,
2004; Hurley, 2018; Lafuente et al., 2019].

Competitiveness is usually seen as a central element
when corporate strategies are developed [Barney,
1991; Porter, 1980; Hitt et al., 2016]. Furthermore,
it is assumed that strategic decision-makers are well
aware of the state of the competitive environment in
the industry and can assess its effect upon the com-
pany’s activities [Porac et al., 1989; Porac, Thomas,
1990]. However, most SMEs do not have any for-
malized strategies at all and their assessment of the
competitive environment essentially amounts to a
subjective assessment of its pressure upon a firm.

l :or a long time, studying companies’ competi-

The need to analyze competitiveness factors arises
from the need to achieve adequate product qual-
ity, productivity, and operational efficiency as well
as meet customers’ and business partners’ require-
ments [Raymond et al., 2015, 2016]. Not only is the
ability to network with strategic partners of criti-
cal importance here, but also being able to system-
atically adapt the organization’s activities to match
the changing market environment [Diaz-Chao et
al., 2016; Lafuente et al., 2019].

How important is it for Russian SMEs to take their
competitiveness into account? There are a number
of empirical Russian studies of internal and external
competitiveness factors. Their authors used vari-
ous techniques to assess the competitive positions
of Russian manufacturing enterprises [Gurkov et al.,
2005; HSE, 2008, 2014; Shakina et al., 2017; Alimova,
2017; Golikova, Kuznetsov, 2017]. However, the im-
pact the objective factors affecting SMEs’ competi-
tiveness make on SME managers’ subjective assess-
ment of the competitive pressure their companies
experience remains poorly understood.

This paper analyzes the above relationship using
the Russian manufacturing industry as an example,
taking into account competitive pressure from do-
mestic and foreign manufacturers.

Literature Review

No universally accepted definition of SMEs’ com-
petitiveness has yet been suggested in the academic
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literature [Man et al., 2002; Diaz-Chao et al., 2016;
Lafuente et al., 2019]. We define it as the ability to
consciously manage the potential (technological
level of products, application of information and
communication technologies (ICT) and strategic
partnerships, access to external funding and prod-
uct markets) to support and strengthen key finan-
cial and economic indicators.

As an integrated and relative concept, SMEs’ com-
petitiveness in our understanding includes three
interrelated aspects [Man et al., 2002]:

e internal and external development factors;
e success in accomplishing specific results;
e achievement of performance indicators.

An indicator of companies’ competitiveness is their
market stability, i.e., the ability to maintain or ex-
pand the scale of their operations over a relatively
long period.

Two fundamental approaches can be distinguished
in the strategic management literature, which link
competitiveness primarily with analyzing its poten-
tial. The “resource” approach is focused on internal
factors. It is assumed that competitive advantages
are based on the efficient use of unique available re-
sources, capabilities, and key competencies which
allow the company to surpass its rivals [Wernerfelt,
1984; Prahalad, Hamel, 1990; Barney, 1991]. The level
of competition between companies depends upon

“market commonality”, which occurs if companies

operate on the same market, consider it vital to their
business, and have comparable resources (“resource
similarity”) [Chen, 1996; Peteraf, Bergen, 2003].

Other researchers point to the importance of mar-
ket or industry characteristics. Companies can gain
significant competitive advantages if they operate
in attractive business sectors [Porter, 1980, 1985].
These approaches complement each other and thus
allow one to assess the potential for becoming
competitive in a narrow market segment or across
the entire industry [Hitt et al., 2016]. Competition
cannot be homogeneous since there are always
players who apply strong pressure on others, while
other companies are not perceived as important ri-
vals [Barnett, 1997]. Managers’ perception of the
competition plays a major role: it determines their
reaction to, among other things, competitors’ ac-
tions [Hambrick, Mason, 1984; Porac et al., 1989;
Porac, Thomas, 1990; Cattani et al., 2017]. There
is an established link between enterprises’ perfor-
mance and the entrepreneur’s competencies, in-
cluding their ability to assess the competitive en-
vironment and create organizational opportunities
for realizing the company’s potential [Man et al.,
2008]. It is the manager’s competencies that ensure
the company’s long-term competitiveness and sus-
tainable performance.
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Another important factor is formal and informal
network connections. Small enterprises more often
use informal channels to obtain the information
they need, including that about product develop-
ment, competition, work organization, and com-
munication with suppliers and customers [Kingsley,
Malecki, 2004]. However, all of the above approach-
es are limited to identifying the link between no
more than two aspects of competitiveness: the role
of available resources and managers’ competen-
cies. Meanwhile actually becoming competitive in-
volves the complex interaction between at least two
groups of internal factors, objective and subjective
ones, including a set of specific variables. Based
on this, [Lafuente et al., 2019] assessed compa-
nies’ performance, depending on their size, using
a competitiveness index based on 10 different fac-
tors: human capital, technology, strategic decision-
making, product characteristics, marketing, use of
ICT, networking, specific features of the domestic
market, and internationalization. Making use of
one’s strengths and levelling weaknesses, is of par-
ticular importance for improving small enterpris-
es’ productivity. Since companies have to become
competitive in different socioeconomic and legal
environments, the overall context also should be
considered. In transition countries, strategic deci-
sions that affect companies’ competitiveness are
largely determined by the institutional environ-
ment [Puffer, McCarthy, 2011; Welter, 2011; Welter,
Smallbone, 2011].

The international analysis presented in [Abel-Koch,
Gerstenberger, 2014]' showed that in Brazil, Russia,
and China, SMEs’ competitiveness is limited by
institutional factors such as bureaucracy, corrup-
tion, political and social instability, and the lack of
appropriate business development infrastructure.
Under these circumstances, companies’ competi-
tive positions tend to be very different. The rea-
sons for this variability can be traced using Russia
as an example, where companies’ operations very
much depend upon informal institutions [May et
al., 2000; Hitt et al., 2004; Puffer, McCarthy, 2011;
Sauka, Chepurenko, 2017]. This also applies to
other “transitional” countries where companies
frequently rely on the support provided by exter-
nal stakeholders as opposed to formal institutions,
which, because of their poor development, do not
appear to be sufficiently legitimate [Aidis et al.,
2008; Chadee, Roxas, 2013; Volchek et al., 2013;
Puffer et al., 2018].

A number of studies are devoted to Russian manu-
facturing enterprises’ competitive strategies and
the reasons for their adoption (see Table 1 for
more). However, several gaps remain:

e the concept of “competitiveness” does not have
a uniform, generally accepted definition;

e the relationship between competitive strategies
and specific competitive factors has not been
sufficiently explained;

e the impact of internal competitiveness aspects
upon managers perception of competitive
pressure (as reflected in corporate strategies)
does not seem to be clear;

e unique external factors affecting the availabili-
ty of resources and the competitive strategy are
not taken into account;

o the choice of particular strategies to match specif-
ic features of the market, in terms of major com-
petitors’ characteristics, has not been analyzed.

Russian SMEs’ perception of their competitive-
ness may differ depending on the types of com-
petitors they face, which affects their strategies.
Russian players and their foreign and international
competitors have incomparable resources [Chen,
1996; Peteraf, Bergen, 2003]. If a company com-
petes exclusively with compatriots, the competi-
tion amounts to such aspects as the price-quality
ratio, favorable terms of paying for services, and
Russian brand recognition. To successfully com-
pete with foreign manufacturers, innovations, fo-
cused customer relations, and the ability to identify
and meet their preferences come to the fore [HSE,
2014]. However, these assumptions have not yet
been empirically verified.

This paper proposes an original approach to defin-
ing the concept of “competitiveness” We study the
mutual impact of resource availability and perceived
level of competitive pressure as expressed in perfor-
mance indicators (the company’s sustainable devel-
opment). In the case of SMEs, stakeholder groups
other than managers play a very limited role in mak-
ing key decisions. There are reasons to believe that it
is the perception of the small firm's competitiveness
by its managers that leads to optimizing the avail-
ability and use of resources, which is seen as a key
factor in maintaining a strong competitive position.
We examine how SMEs’ internal competitiveness
factors affect their managers’ perception of competi-
tive pressure in the Russian manufacturing industry.
The analysis is carried out for two competitor types:
compatriots and foreign manufacturers.

The Conceptual Model and Study
Hypotheses

The conceptual structure of the study is presented
in Figure 1, the hypotheses in Table 2. The paper
considers five key factors which we believe define
the competitive pressure on Russian manufactur-
ing SMEs from domestic and foreign players:

! This study covered the US, Germany, the UK, France, Japan, Brazil, Russia, China, Spain, and Italy.
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Table 1. Russian Manufacturing Companies’ Competitive Strategies

forced to borrow them.

Strategy type Content
Clingfish Establishing strong relationships with large partner companies allows small specialized firms which primarily
serve just a single (or a few) big clients located in the same region to avoid fierce competition.
Copy-paste

The entergrises’ technological level is generally not high enough to develop their own technologies, so they are

No outsiders

leaders;

Many companies which do not use resources efficiently enough choose one of the following two strategies:
o rely on domestic market niches inaccessible to third-party players to avoid a strong pressure from market

« enjoy state regulation protection, which limits the competition from stronger foreign players.

Note: the above strategy types are suggested by the authors.

Source: compiled by the authors based on [HSE, 2008, 2014; Gonchar, 2009; Alimova, 2017].

technological level of products;
use of ICT;

strategic partnerships;

external funding sources;
product markets.

Enterprise size, age, and industry affiliation ac-
cording to the taxonomy suggested by Keith Pavitt
(Pavitt, 1984) were used as control variables. Note
that competitiveness factors may vary for competi-
tive pressure from Russian and foreign players.

Technological Level of Products

In this study, the technological level of the com-
pany’s product is assessed in relation to products
offered by its Russian and foreign competitors.
Technological aspects of the company’s strategy are
crucial for its success in the competitive environ-
ment. They serve as a basis for drafting an action
plan: a set of guidelines to efficiently use techno-
logical resources [Zahra, 1996]. Successful imple-
mentation of this plan depends on the adequate
identification and management of human and so-
cial resources (such as knowledge, access to tech-
nology, work experience in large companies, etc.)
[Garcia-Cabrera et al., 2019]. However, technologi-
cal resources alone are not enough to ensure com-
petitiveness. Strategic flexibility on external mar-
kets is also required, which will allow one to reach
an acceptable technological level to be able to create
an innovative product in the future [Kapasuwan et
al., 2007]. A competitive advantage can be secured
by acquiring technologies externally, if they can be
applied to improve distribution and logistics in the
supply chain [Knight, 2000]. Various strategies to
improve the technological level, such as innovation
and marketing differentiation, price reduction, and
so on can significantly reduce competitive pressure
on SMEs [Spanos, Lioukas, 2001].

The Russian manufacturing industry lags far be-
hind the leading countries’ because most enter-
prises lack the resources required for technologi-
cal development [Gonchar, 2009; Kuznetsov et al.,
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2011; HSE, 2014]. Therefore, it is assumed that
companies offering products whose technological
level is on a par with or exceeds the best Russian
models do not experience significant competitive
pressure (hypothesis H1).

Use of Information and Communication
Technology

ICT, such as a websites, e-commerce, and customer
relationship management (CRM) systems are con-
sidered important for maintaining competitive
positions. The application of ICT can change the
rules of competition in the industry, transform
the company’s operations, and create additional
advantages [Porter, Millar, 1985]. ICT develop-
ment strategies are applied if confrontation with
other players threatens the firm’s survival [Rivard
et al., 2006]. Previously, SME managers’ attention
was mainly focused on production; however, due
to changes in the market environment brought
by the internet technologies, the priority shifted
to identifying and meeting customers’ needs by
applying digital resources [Harrigan et al., 2011;
Nguyen et al., 2015]. A systemic analysis of SMEs’
marketing practices revealed that adapting ICTs
for marketing purposes became a major driver of
change and development [Bocconcelli et al., 2018].
Competition forces managers to use strategic re-
sources to better understand customers and com-
petitors through the effective use of marketing tools
[O 'Cass, Weerawardena, 2010]. Digital technology
facilitates interactions with customers and part-
ners on the international market [Pergelova et al.,
2019]. Having a foreign language website and using
an e-commerce system is an important condition
for Russian companies’ entering foreign markets
[Fedyunina, Averyanova, 2018]. Studies confirm
there is a positive correlation between SMEs™ ex-
port activities and their use of digital technology
[Kuzyk et al., 2020]. We assume that the use of ICT
provides a competitive advantage by reducing pres-
sure from other manufacturers (hypothesis H2).
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Figure 1. Conceptual Model of the Study

SMESs’ competitiveness factors

Technological level ( Use of ICT ) (Strategic partners) B e el ‘ Product markets '
of products urces
3

SO
H1 H2 H H4 H5

Y \4 Y

Y A\

C " Control variables
ompetitive pressure on Fi )
h 3 o Firm size
SMEs from Russian/foreign Fi
« Firm age
manufacturers Pavitt’
« Pavitt’s taxonomy
Source: compiled by the authors.

Strategic Partners Chinese small and medium enterprises — members

of technological alliances tend to perceive the com-
petition they face as low [Wu, Pangarkar, 2010].
Surveys conducted in 2008 and 2010 revealed com-
panies’ increased involvement in innovative coop-
eration, presumably due to the latter’s increased
role in overcoming the effects of the economic cri-
sis [Rebiazina et al., 2013].

Strategic partnerships are understood as a set of net-
work connections that can be used by managers and
entrepreneurs to strengthen their companies’ com-
petitive positions [Jarillo, 1988]. Being a member
of such networks provides numerous competitive
advantages such as access to information, resources,
markets, technologies, and so on. [Gulati et al., 2000].

Since SMEs tend to face serious resource constraints,  Thus, cooperation expands SMEs’ market opportu-
problems with implementing innovations, and with nities, which would be harder to achieve on their
internationalization, maintaining such partnerships own. It is assumed that entering into partnerships
is an important part of their development strategy =~ enterprises experience lower competitive pressure
in a competitive environment [Street, Cameron, from other manufacturers (hypothesis H3).

2007; Agostini, Nosella, 2019]. They acquire addi-

tional strategic resources including new formal and External Funding Sources
informal communication channels, access to R&D
results aI,ld new markets, which can help optimize other than the company’s own funds. It is crucial
the: creation of aqded value [Partanen et ?l" 2018], g, SMEs, especially after the financial crisis of
[Kingsley, Maleckz, 2004; Hernandez-Carrion et al., 2008-2009 [OECD, 2017]. Small and medium com-
2017; Martin et al., 2019]. panies need additional investments, primarily to

By external funding we understand any sources

In less developed markets, strategic partnerships accomplish the following objectives:

can help deal with problems such as inadequate e focus on growth [McMahon, 2001];

infrastructure and institutional constraints which e diversify by developing products with unique

hinder development [Mesquita, Lazzarini, 2008]. characteristics [Camison, Villar-Lépez, 2010];
Table 2. Study Hypotheses

Hypothesis Description

H1 If the technological level of the company’s main product is on a par with, or exceeds the best Russian models, the company

managers perceive the competitive pressure from other manufacturers, including foreign ones, as low

H2 Russian manufacturing SMEs that use ICT (websites, e-commerce, CRM systems) to promote their products experience
low competitive pressure from domestic and foreign manufacturers alike

H3 Having strategic partners contributes to SME managers™ perceiving the competitive pressure from Russian and foreign
manufacturers as low

H4 If SME managers have access to external funding sources, they perceive competitive pressure from Russian and foreign
players as insignificant

H5 SME managers are inclined to assess the competitive pressure from Russian manufacturers as low if their company operates
on the re(g}onal market, and the competitive pressure from foreigners as high if the company operates on the Russian
national, CIS, and global markets

Source: compiled by the authors.
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e improve their export performance [St-Pierre et
al., 2018].

In the Russian context, SMEs’ access to investments
is limited to partners’ and bank loans [Sokolov,
Rudnik, 2014]. Studies show that manufacturing
companies typically are not ready to put their busi-
ness to risk and apply for bank loans, even if they
are experiencing financial constraints. This is due
to high interest rates and the generally insufficient-
ly developed banking services market [Golikova,
Kuznetsov, 2017; Alimova, 2017]. Therefore, it can
be assumed that companies with access to reliable
external funding sources have better development
opportunities and experience lower competitive
pressure (hypothesis H4).

Product Markets

We consider the full range of possible markets for
SMEs, from local to global ones. Diversifying mar-
kets allows companies to gain a significant com-
petitive advantage, change configuration and the
value chain [Porter, 1985]. It has been established
that the wider the market coverage, the more likely
the company is to innovate [Radas, BoZié, 2009].
A natural consequence of SMEs’ growth is expand-
ing the sales geography. Entering new markets
leads to an increased number of customers, which
in turn makes it possible to expand production [Lu,
Beamish, 2001]. Accessing information on foreign
markets is much more difficult than at home, so
to improve export performance, the competitive
strategy of such enterprises should rely on exclu-
sive information [Julien, Ramangalahy, 2003].

Manufacturing enterprises in Russia operate main-
ly at the local and regional levels. Low competition
from other domestic manufacturers in this case is
due to high entry barriers and/or the market’s low
appeal for stronger players [HSE, 2008; Alimova,
2017]. Only a few such companies operate in the
CIS markets, where they face a larger number of
rivals including foreign ones [HSE, 2014]. Thus,
SMEs which sell mainly on specific Russian re-
gional markets are likely to experience low com-
petitive pressure from other Russian manufactur-
ers. Meanwhile those doing business across Russia,
in the CIS, and on global markets face fierce com-
petition from foreign players. Hence hypothesis H5
(see Table 2).

Methodology of the Study
The Sample

Our analysis is based on a survey of 1,950 Russian
manufacturing enterprises with more than 10 em-
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ployees, conducted in the scope of the RuFIGE
project (Russian Enterprises in the Global
Economy).”? The survey was conducted by the
GFK-Rus International Institute for Marketing and
Social Research in 60 Russian regions during 2014
in the format of personal interviews with company
managers. The questionnaire included questions
which allowed the researcher to assess companies’
competitiveness in the following aspects: organi-
zational structure, personnel, innovation, invest-
ments, foreign trade, and business climate. The
sample of the study is random, stratified, represen-
tative in terms of sectors and enterprise size, but its
regional coverage is limited. To bring the sample
into line with the structure of the general popu-
lation of enterprises and stratify it by size groups
and specific sectors, two additional variables were
introduced into the RuFIGE database: relative and
absolute weight. Each cell representing sectors
and size groups has the same weight values, which
eliminates distortions caused by the large number
of firms in these categories.

For the purposes of our study, 1,677 Russian manu-
facturing SMEs with between 10 and 499 employ-
ees on the payroll were included in the sample.’
Out of them, 70% were small, and the rest were
medium. In terms of economic activity, the compa-
nies were broken down into nine groups. The larg-
est one (over 20% of the surveyed enterprises) was
food industry (22.7%), the smallest (4%) included
manufacturers of transport equipment. Three sec-
tors (wood processing and pulp and paper indus-
try; production of machinery and equipment; and
metallurgy and production of metal products) were
represented more or less equally at 12-13%. The
sample structure is presented in detail in Table 3.

The Model and Variables Applied in the Study

The binary logistic regression model [Hair et al.,
2014] was used as the main tool for assessing the
impact of competitiveness factors on Russian
manufacturers’ perception of competitive pressure
(subsequently referred to as just “competitive pres-
sure’, for brevity):

Y (competitive pressure) = B, f,Technology
level of product, + ,Use of ICT, + f3,Strategic
partners, + f,External funding + pB,Product
markets, + B, Control variables, +e, (1)

Two models are considered. In the first one, com-
petitive pressure from domestic manufacturers is
the dependent variable, in the second one - compe-
tition from foreign players. Both these variables are
binary. The competition indicator takes the value 0
(low competitive pressure) if the respondent indi-

? For more about this project see: https://iims.hse.ru/rusfirms (accessed on 03.03.2020). It was funded in the framework of the HSE Basic Research Pro-
gramme and carried out by the HSE Institute for Industrial and Market Studies (supervised by B. Kuznetsov and A. Yakovlev).

* Certain authors also include companies with up to 500 workers in the small and medium enterprises category [Shirokova et al., 2013; Volchek et al., 2013].
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Table 3. Sample Structure

Criterion Group Number ’I&tf)‘l
e off 1988 or earlier 267 16.3
R 1403 | 837

10-19 344 20.5
. |20-49 503 30
Enterprise size
(number of 50-100 334 19.9
employees)
101-249 325 19.4
250-499 171 10.2
Food production 380 22.7
Textile, sewing, leather
and shoe production lEL u
Wood processing,
production of wood 215 12.8
products, pulp and paper
Chemical industry,
production of coke and
petroleum products, 180 10.7
rubber and plastic
products
Sector Production of other non-
metallic products LaL e
Metallurgy, and
production of metal 202 12
products
Production of machinery
and equipment 22 L2
Production of electrical,
electronic and optical 119 7.1
equipment
Vehicles and transport 67 4
equipment
Note:* including missing values.
Source: compiled by the authors.

cated that there was no competition from domestic
or foreign manufacturers, or it was insignificant.
If it was reported that competition significantly or
strongly affected the company, the indicator takes
the value 1 (high competitive pressure). The vari-
able “competitive pressure from foreign manufac-
turers” comprises two indicators: “competition
from foreign manufacturers producing in Russia’
and “competition from foreign manufacturers im-
porting products into Russia”. The preliminary sta-
tistical analysis revealed that 82% of the respon-
dents experiencing strong competitive pressure
from foreign companies producing in Russia also
assessed competition from foreign manufacturers
importing their products into the country as high.
Accordingly, it was assumed that all foreign players
make a single competitor group [HSE, 2014, p. 49].

]

Factors such as technological level of products, use
of ICT (websites, e-commerce and CRM systems),
strategic partnerships, external funding sources,
and product markets (regional, national, the CIS,

and international ones) were applied as indepen-
dent variables. All independent variables are bi-
nary: they take the values 0 if the respondent an-
swered the question about the presence of one of
the above factors negatively, and the value 1 if the
answer was positive.

The regression model also comprises a number of
control variables: company age (the natural loga-
rithm of the year it was established), company size
(dummy variables of the number of employees),
and industry affiliation according to Pavitt’s taxon-
omy [Pavitt, 1984]. The following industry groups
were used: “scale-efficient”, conventional, special-
ized, and high-tech. The operationalization of the
analyzed variables is presented in Table 4, the cor-
relation matrix - in Table 5. All independent vari-
ables have low and moderate (mainly at the level of
p <0.05) correlation with each other. The highest
correlation coefficients were noted for the vari-
ables “scale-efficient industries” and “conventional
industries” (-0.568) at 5%. Thus, it can be suffi-
ciently confidently assumed there is no multicol-
linearity among the independent/control variables.

Analysis and Results

Table 6 presents descriptive statistics of the vari-
ables applied in the study. On average, slightly
more than half of the enterprises (58%) sell prod-
ucts whose technological level is on a par with or
exceeds the best domestic models. As for the use of
ICT, 80% of the firms have a website, 28% take part
in e-commerce via the internet, while only 16% use
CRM systems. A total of 49% of Russian SMEs are
involved in strategic partnerships and 40% have
access to external funding sources. Russian SMEs
mainly sell on domestic markets, regional (79%)
and national (64%) ones. A relatively small num-
ber of SMEs operate on foreign markets, including
the CIS (20%) and worldwide (6%). For most vari-
ables, differences in the perception of competitive
pressure from domestic and foreign manufacturers
was discovered, so these groups were considered
separately. A negligible proportion of companies in
the sample reported they had no competition from
either domestic (0.5%) or foreign (1.7%) manufac-
turers. The coefficient values presented in Table 7
indicate that both models are reliable and suitable
for further analysis.

The presented results allow one to identify two
groups of SMEs based on the factors affecting
managers perception of competition from do-
mestic producers. The respondents who do have
strategic partners and access to external funding,
and operate on regional markets are highly likely
to describe competitive pressure from compatriots
as tangible. On the contrary, it is assessed as low if
the company sells products of a high technological
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Table 4. Operationalization of Variables

Vacr ga‘lilzlses’ Description and values of variables
Dependent variables
B7_SME Impact of competition from domestic manufacturers on enterprises activities (0 = low; 1 = high)
B89 _SME grcrg)‘;li%te(;f(coor:n oivti;tilog %‘iogrfll)foreign manufacturers (producing in Russia, and/or importing their products) on enterprises’
Independent variables
B54_SME Srrllctiell;ggsf?r)e?;fi;%lg;ts ,of t:hgié'ersn;arilgtgﬁg)duct’s technological level (0 = does not match best domestic, average foreign,
B13_SME_23 | Company has a website (0 = no, 1 = yes)
B13_SME_4 Company participates in e-commerce (sells/buys via the internet) (0 = no, 1 = yes)
B13_SME_5 Company uses a customer relationship management system (CRM) (0 = no, 1 = yes)
B36_SME Company has strategic partners in Russia and abroad (0 = no, 1 = yes)
B89_SME Company had access to external funding sources in 2011-2013 (i.e. all sources other than own funds) (0 = no, 1 = yes)
B6_SME_1 Company sells products on the regional market (0 = no, 1 = yes)
B6_SME_2 Company sells products on the Russian national market (0 = no, 1 = yes)
B6_SME_3 Company sells products on the CIS markets (0 = no, 1 = yes)
B6_SME_4 Company sells products on the global market (0 = no, 1 = yes)
Control variables
F14 SME_1 Company has 10-19 employees (0 = no, 1 = yes)
F14_SME 2 Company has 20-49 employees (0 = no, 1 = yes)
F14_SME_3 Company has 50-100 employees (0 = no, 1 = yes)
F14_SME_4 Company has 101-249 employees (0 = no, 1 = yes)
F14_SME_5 Company has 250-499 employees (0 = no, 1 = yes)
B1_SME Logarithm of the year company was established
S1_SME_1 Company operates in a “scale-efficient” industry (0 = no, 1 = yes)
S1_SME_2 Company operates in a conventional industry (0 = no, 1 = yes)
S1_SME_3 Company operates in a specialized industry (0 = no, 1 = yes)
S1_SME_4 Company operates in a high-technology industry (0 = no, 1 = yes)
Source: compiled by the authors.

level, uses a CRM system, and sells products on the
global market.

As to competition from foreign players, if Russian
SMEs offer products of a high technological level,
use CRM systems, sell on regional and national
markets, are involved in strategic partnerships, and
have a medium size, the respondents tend to assess
such competitive pressure as high. The exception
is “scale-efficient” industries where it is perceived
as low.

Discussion of Results

The empirical analysis confirmed some of the hy-
potheses fully and others partially. Hypothesis H1
turned out to be valid only for Model 1. Managers
of enterprises which offer products of a high tech-
nological level assess the competitive pressure
from domestic manufacturers as low and from
foreign ones as high. Thus, being able to manufac-
ture high-tech products makes only the SMEs that
compete mainly with compatriots competitive, but
not with foreign players. This is probably due to
the fact that most of Russian manufacturing com-
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panies lag behind foreign competitors in terms of
technological development [HSE, 2014].

Hypothesis H2 turned out to be valid only for the
“CRM system” variable in Model 1. Companies
which used such a system assessed competitive
pressure from Russian manufacturers as low, and
that from foreign ones as high. In other words,
owning a CRM system allows a firm to maintain
a position only on the domestic market and then
only in the absence of pressure from foreign play-
ers. This is consistent with certain studies’ findings
about a positive correlation between SMEs’ export
activities and the application of digital technolo-
gies [Kuzyk et al., 2020].

The hypothesis testing the strategic partnership
factor (H3) has not been confirmed in both models.
Managers of companies involved in strategic part-
nerships reported high competitive pressure from
both domestic and foreign manufacturers. Despite
the various advantages cooperation in the innova-
tion sphere provides [Gurkov, 2013; Rebiazina et
al., 2013], our results indicate it does not affect
Russian SMEs’ competitiveness, regardless of the
type of competition they encounter.
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Table 5. Correlation Matrix

No. | Variables 1 2 3 4 5 6 7 8 9 10

1 B54_SME 1

2 B13_SME_23 0.056* 1

3 B13_SME_4 0.075%* 0.009 1

4 B13_SME_5 0.111%* 0.069** 0.269** 1

5 B36_SME 0.137%* 0.123** 0.078** 0.108** 1

6 B89_SME 0.072** 0.062* 0.034 0.072%* 0.094** 1

7 B6_SME_1 -0.061* -0.011 -0.022 0.023 -0.020 0.051* 1

8 B6_SME_2 0.197** 0.139** 0.093** 0.060* 0.160** | 0.068** | -0.299** 1

9 B6_SME_3 0.196** 0.129** 0.105%* 0.155%* 0.130** 0.036 | -0.094** | 0.316** 1

10 B6_SME_4 0.119** 0.067** 0.095%* 0.098** 0.117** 0.014 -0.059% | 0.110** | 0.342** 1

11 F14_SME_1 -0.090** -0.052% | -0.087** | -0.129** | -0.136** | -0.052* | 0.097** | -0.135%* | -0.140** | -0.083**
12 F14_SME_2 -0.047 -0.071*%* -0.017 -0.077** | -0.066** | -0.068**| 0.030 -0.053* | -0.085** | -0.072**
13 F14_SME_3 0.012 -0.034 0.028 -0.009 -0.016 -0.036 -0.028 0.008 -0.055* | -0.009
14 F14_SME_4 0.089** 0.122** 0.043 0.138** 0.129%% | 0.118** | -0.106** | 0.117** | 0.182** | 0.081**
15 F14_SME_5 0.057* 0.063** 0.049% 0.121** 0.137%* | 0.066** 0.000 0.097** | 0.150** | 0.127**
16 B1_SME -0.029 0.125%* 0.011 0.016 0.101** 0.035 -0.025 0.069** | 0.123** | 0.101**
17 S1_SME _1 -0.044 -0.008 0.007 0.020 0.020 0.030 0.069** | -0.122** | -0.047 -0.013
18 S1_SME_2 -0.064** -0.062* -0.042 -0.071**% | -0.123** | -0.031 -0.002 0.017 [-0.095**| -0.040
19 S1_SME_3 0.083** 0.032 0.044 0.044 0.064** 0.001 -0.062* | 0.070** | 0.072** 0.024
20 S1_SME_4 0.066** 0.065** -0.007 0.012 0.063** -0.008 -0.038 | 0.100** | 0.131** | 0.051*
No. | Variables 11 12 13 14 15 16 17 18 19 20
11 F14_SME_1 1

12 F14_SME_2 -0.333** 1

13 |F14_SME_3 -0.253** -0.326** 1

14 |F14_SME_4 -0.249** -0.321%* | -0.245%* 1

15 F14_SME_5 -0.171*%* -0.221%* | -0.168%* | -0.165** 1

16 B1_SME -0.176** -0.133*%* -0.022 0.140** 0.283** 1

17 S1_SME_1 -0.057* -0.027 -0.001 0.036 0.072%* 0.015 1

18 S1_SME_2 0.066** 0.071** 0.019 -0.118%* [ -0.066** | -0.057* | -0.568** 1

19 |[S1_SME_3 -0.021 -0.028 0.026 0.050* -0.030 0.044 | -0.466** | -0.238** 1

20 |[S1_SME_4 0.030 -0.021 -0.061* 0.046 0.012 0.000 | -0.322** | -0.164** | -0.135** 1

Note: **p<0.05, *p<0.1
Source: compiled by the authors.

The study did not confirm the H4 hypothesis either.
It was established that even with access to external
funding, managers considered competition from
compatriots as tangible, while regarding competi-
tion with foreign players this factor did not play a
role. Foreign investments are traditionally seen as
an essential condition for SMEs’ success (see, e.g.,
[Golikova, Kuznetsov, 2017]). Our results show,
however, that their effect is actually limited: other
factors are important for successfully competing
with compatriots, and in the case of foreigners, this
aspect alone is not sufficient.

Hypothesis H5 was partially confirmed. Managers
of enterprises operating on regional markets only
assess competitive pressure from domestic manu-
facturers as high, and from foreign ones as low.
These results disagree with the thesis that Russian
firms face low competition from compatriots

on local or regional markets [HSE, 2008, 2014].
However, upon entering the Russian national mar-
ket the perception changes: competitive pressure
from foreign manufacturers is assessed as high. In
addition, companies which operate on the global
market describe competition from Russian firms as
low. This confirms the well-known fact about the
low representation of Russian manufacturers in in-
ternational marketplaces.

Finally, SME managers perceive competitive pres-
sure from foreign players as high if their enterpris-
es are medium in size (employ between 101-249
people). Apparently, the larger the company, the
less often it competes with small, local actors, and
the more often with large and international ones.

The second significant control variable shows that
SME managers in “scale-efficient” industries face
low competitive pressure from foreign manufac-
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Table 6. Descriptive Statistics

Source of competitive pressure
Variable Russian manufacturers Foreign manufacturers

Low High Total Low High Total
Technological level of products (%) 62.7 55.3 58.0 54.5 64.8 58.3
Website (%) 79.0 81.0 80.2 79.0 83.1 80.5
e-Commerce (%) 29.0 27.5 28.0 28.5 28.1 28.3
CRM systems (%) 17.1 14.8 15.6 14.1 18.7 15.8
Strategic partners (%) 44.2 52.4 49.4 45.3 56.6 49.5
External funding (%) 34.3 43.1 39.9 38.2 42.8 39.9
Product markets (regional) (%) 75.9 81.8 79.6 79.4 80.1 79.7
Product markets (national) (%) 66.4 62.4 63.9 59.0 72.1 63.9
Product markets (CIS) (%) 19.1 19.9 19.6 16.9 24.5 19.7
Product markets (global) (%) 7.3 44 5.5 4.8 6.7 5.5
Number of employees 10-19 (%) 19.4 21.1 20.5 21.5 18.6 20.4
Number of employees 20-49 (%) 31.7 29.1 30.0 31.1 28.4 30.1
Number of employees 50-100 (%) 22.4 18.4 19.8 20.7 18.6 19.9
Number of employees 101-249 (%) 17.5 20.7 19.5 16.7 23.8 19.4
Number of employees 250-499 (%) 9.1 10.8 10.2 10.0 10.7 10.3
Company age 21.1(26.0) | 19.5(21.5) | 19.6(21.9) | 20.1(21.8) | 19.3(20.5) | 19.6(21.7)
“Scale-efficient” industry (%) 51.5 53.3 52.6 56.7 46.2 52.8
Conventional industry (%) 24.6 21.3 22.5 21.9 23.6 22.6
Specialized industry (%) 15.1 17.1 16.4 14.5 18.8 16.1
High-tech industry (%) 8.9 8.3 8.5 6.9 11.4 8.5
Number of observations 613 1056 1669 1040 609 1649
Note: standard error in brackets.
Source: compiled by the authors.

turers. These are mostly companies which make
durable goods: machines, metallurgical and met-
al products, vehicles, and electronic and optical
equipment (see Table 3). In these sectors (which
are largely oriented towards public orders) there
are high barriers in place, limiting the competition
from more competitive foreign manufacturers.

Conclusions and Recommendations

This study makes a contribution to the exist-
ing literature [HSE, 2008, 2014; Alimova, 2017].
The perception of competition by manufacturing
SME managers was analyzed taking into account
a number of factors: technological level of prod-
ucts, the use of ICT, strategic partnerships, access
to external funding, and product markets. It was
found that high technological level, the application
of CRM systems, and external investments alone
are not enough for Russian manufacturing SMEs
to maintain sustainable positions on the global
market. Apart from improving technologies and
implementing innovations, additional support is
required to succeed on international markets in
particular enhancing Russian SMEs’ competencies
in such areas as branding, customization, interna-
tional product certification, and so on. Companies’
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strategies and prospects can be improved by pub-
lic policies, including the provision of expert ser-
vices to promising SMEs by specialized business
promotion agencies. The state should ensure the
appropriate quality of such services [OECD, 2015].
Examples include assisting in export and exhibi-
tion activities, covering some of the costs of ob-
taining international product and technology qual-
ity certificates, and other mechanisms described
in detail in international literature [Lu, Beamish,
2001; Julien, Ramangalahy, 2003]. In the case of
Russian SMEs, which mainly compete with their
compatriots, neither technological level, availabil-
ity of CRM systems, nor external funding sources
have an impact upon their success rate. Other as-
pects and factors work here (possibly interpersonal
ones, etc.). This means that the naturally prevailing
level of competition from domestic producers does
not provide a strong incentive for Russian SMEs
to step up product and process innovation. A vi-
cious circle has emerged, breaking which will help
expand the range of opportunities for third-party
players to enter the market.

The importance of providing public organization-
al support to manufacturing SMEs to help them
build partnerships and integrate into technological
chains (a set of measures collectively referred to as
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Table 7. Logistic Regression Models for Analyzing

SMEs’ Competitiveness Factors and Competitive
Pressure from Manufacturers

Dependent variable: competitive
pressure on SMEs from

Variable n.lanufacturers .
Domestic Foreign
manufacturers manufacturers
(Model 1) (Model 2)
Constant 0.444 (0.401) | -1.391*** (0.406)

Technological level of
products

-0.323%* (0.117)

0.274** (0.118)

Website 0.196 (0.141) 0.087 (0.149)
e-Commerce 0.010 (0.126) -0.173 (0.127)
CRM systems -0.280* (0.157) | 0.301* (0.157)

Strategic partners

0.305%* (0.115)

0.294** (0.115)

External funding

0.344*** (0.114)

0.074 (0.114)

Product markets
(regional)

0.326** (0.142)

0.272* (0.145)

Product markets
(national)

-0.124 (0.130)

0.464*** (0.132)

Product markets (CIS)

0.160 (0.161)

0.114 (0.157)

Product markets (global)

-0.646** (0.251)

0.115 (0.253)

Control variables

Company size
(10-19 employees)

-0.146 (0.237)

0.170 (0.236)

Company size
(20-49 employees)

-0.276 (0.219)

0.114 (0.218)

Company size
(50-100 employees)

-0.331 (0.225)

0.016 (0.226)

Company size
(101-249 employees)

0.066 (0.222)

0.403* (0.216)

Company age

-0.049 (0.066)

0.032 (0.066)

“Scale-efficient” industry

-0.003 (0.202)

-0.532*** (0.198)

Conventional industry -0.004 (0.221) -0.145 (0.217)
Specialized industry 0.223 (0.231) -0.162 (0.224)
Model coefficients
Log likelihood 1929.753 1896.051
Likelihood ratio test x* 54.434 81.188
(p-value) (0.000) (0.000)
Pseudo R? 0.048 0.072
Number of observations 1514 1497

Source: authors.

Note: standard error in brackets; **p<0.01,*p<0.05, *p<0.1

“bridging”) [Amezcua et al., 2013] has been noted
in international literature. Enterprises can achieve
a sustainable competitive advantage in the industry
if the state actively promotes their integration into
global value chains [Lazzarini, 2015]. Having stra-
tegic partners does not lead to Russian SME man-
agers’ perceiving the competition they face as low,
regardless of whether they compete with Russian
or foreign manufacturers. Therefore, stepping up
industrial contracting and establishing strategic
collaborations with larger partners alone will not
increase manufacturing SMEs’ sustainability.

Different “weight classes” have emerged among
Russian small and medium-sized companies. The
ones which operate only on local markets are not
as susceptible to competition from large foreign
companies and consider other Russian companies
to be their main rivals. However, those that entered
the Russian national market do feel high competi-
tive pressure from foreigners. Stepping up their op-
erations and entering the all-Russian market takes
SMEs outside their “comfort zone”, prompting them
to adopt more advanced production, management,
and logistics technologies. The data on medium-
sized companies is noteworthy in this respect,
which are interregional players by definition. By
eliminating the barriers hindering business scaling
(many of which are well-described in the literature)
[Simachev et al., 2016; Simachev, Kuzyk, 2017], the
state could help strengthen the competitiveness
and sustainability of Russian manufacturing SMEs.
Finally, a very small group of players operating on
the global market stands out, who do not feel any
pressure from compatriots at all. Promoting ex-
ports of their products and services fully relies on
participating in relevant alliances and business as-
sociations, with public support.

This study has certain limitations. First of all, the
data available for analysis did not allow for reliably
identifying leaders and outsiders among the sur-
veyed SMEs in terms of objective financial and eco-
nomic performance indicators (turnover growth,
revenues, etc.). Meanwhile, this would help to
find out exactly how specific internal factors affect
small and medium companies at different levels of
development [Kuzyk et al., 2020]. The paper exam-
ined SMEs’ competitiveness factors which deter-
mine high and low competitive pressure from do-
mestic and foreign players. It should be noted that
a different approach is possible: to examine how
competitive pressure promotes or hinders compa-
nies’ activities, since the impact of potential com-
petitive factors on competitive pressure is bilateral
[Wu, Pangarkar, 2010]. Therefore, other factors af-
fecting competitive pressure from manufacturers
can also be studied. Plus, only Russian small and
medium-sized manufacturing enterprises were an-
alyzed, which suggests the possibility of checking
and comparing the results by examining other sec-
tors of the Russian economy. Finally, for research
purposes, competitive pressure can be also seen as
a mediator, i.e. when studying, for example, the im-
pact of the institutional environment upon various
kinds of investments made to obtain a competitive
advantage in export activities, in situations of dif-
ferent pressures from domestic and foreign manu-
facturers [Ngo , Janssen, 2016].
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