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1. REASONS OF CHOOSING RESEARCH THEME

I began research work as a PhD student at the University of Miskolc, Institute of Management

Science. Initially I focused my research to Balanced Scorecard; later on I turned to the theme

of competitiveness.

There were several reasons of changing my scientific interest.

1.

Before an organisation creates its strategy, it should be aware of what to set into the
centre of the strategy: so it needs diagnosis that defines the problem needs to be
solved, and the symptoms can be managed through this diagnosis — but Balanced
Scorecard is not eligible for diagnostic purposes.

For organisations, finding the appropriate strategy means as a great problem as
executing the strategy. So I had to find a diagnostic method that highlights the weak
points of an organisation — but from what point of view is the weak point weak? At that
point the idea came to examine organisations from competitiveness point of view, I
identify their weak points from competitiveness approach, and the already identified
weak points can be managed through constructing and executing a Balanced
Scorecard.

So I began to study the literature of competitiveness in order to come to know the
methods of examining and measuring corporate competitiveness. I could see that
though several experts and pieces of literature deal with corporate competitiveness,
measuring corporate competitiveness is not an often studied matter. This fact drew my
attention to the possibility of researching a new field different from my earlier work:
the research of methods measuring corporate competitiveness.

Last but not least, one of the reasons of changing my scientific interest was the
following: nowadays more and more scientific and practical attention is paid to
competitiveness that proves the actuality of my research.



2. RESEARCH AIM

After finalising the research theme — the research of methods measuring corporate
competitiveness —, | defined the aim of my research work.

The final aim of my research work is constructing a model eligible for measuring corporate
competitiveness for SMEs appearing in markets with independent end-product, and the model
should reflect the competitiveness of the examined company through an index. The model —
through its structure — should also explain the causes why the company achieved the given
competitiveness value, and should also highlight the weak points from competitiveness point
of view that needs to be developed.

I achieved the final aim of the research through a series of aim; the elements of this series are
the following:

1. Studying the literature of competitiveness as a concept, analytical comparison of
conceptual approaches. I found important to study and compare conceptual
approaches because it gave me help to come to know the competitiveness definitions
and approaches of experts and organisations, and I could decide if I agree with their
approaches or not.

2. Composing the levels and definition of competitiveness | can accept. Partly by
literature, partly by the opinions formed in my mind, I composed what
competitiveness levels I can accept, and how I define competitiveness at those levels.
My purpose with this step was to create scientific definitions.

3. Studying and analytical comparison of the methods and models of measuring
competitiveness. By studying the already existing methods and models, I could decide
if their certain elements, connections or methodological approaches could be applied
or not when constructing a new model eligible for measuring corporate
competitiveness.

4. Requirements of the model constructed through the research. Through the already
existing methods and my own opinion, I composed some methodological and
technical requirements that a model eligible for measuring corporate competitiveness
should meet.

5. Constructing the new model. After accomplishing the above-mentioned aims, I had the
possibility to fulfil the final aim of the research work: constructing the new model.



3. THE STRUCTURE OF THE DISSERTATION

Corresponding to the above-mentioned series of aims, the structure of the dissertation is the
following.

The dissertation consists of three parts.

Part | is the summary of literature consisting of three chapters.
Chapter 1 contains conceptual approaches of corporate competitiveness in literature,
and their analytical comparison.
Chapter 2 describes the already existing methods and models of measuring corporate
competitiveness, and also contains their analytical comparison.
Chapter 3 contains my statements and conclusions based on the summary of literature.

Part 1l describes the process of composing the new methodology for measuring corporate
competitiveness. This part consists of four chapters.
Chapter 4 explains the necessity of creating a new model.
Chapter 5 presents the application conditions and fields of the model.
Chapter 6 describes the process of creating the model and the structure of the model.
Chapter 7 gives an example for demonstrating the application of a model and the
process of calculating the value of the complex index that measures corporate
competitiveness numerically.

In Part 111, I completed the verification of the model: I examined if the model is eligible for

measuring corporate competitiveness.

I demonstrate the methods applied in the different chapters when I present the methodology
applied during the research work.



4. THE PROCESS AND METHODOLOGY OF THE RESEARCH

I present the research process and the methodology applied during each phase parallel with
each other.

The first step of the research was the examination of competitiveness literature.

In Chapter 1 when examining conceptual approaches of corporate competitiveness, I prepared
the analysis of the approaches besides describing them:

e [ presented how the concept of corporate competitiveness formed, developed,
broadened from time to time;

e [ analysed the debates among some experts and organisations: who agree with whom
and who does not agree with the other from the point of view of interpreting the
concept of competitiveness;

e [ compared how experts and organisations developed the competitiveness definitions
composed earlier by themselves or others;

e and finally I prepared an analytical table that compares the competitiveness definitions
used by expert and organisations by several aspects.

In Chapter 2 | presented the methods and models measuring corporate competitiveness, and |
prepared their analytical comparison by several aspects.

In Chapter 3, | summarised my statements and conclusions based on the summary of
literature (some of them will be later presented as theses); and | composed the
competitiveness levels and definitions | can accept.

I compared these competitiveness definitions with literature: I summarised in which parts the
approaches of experts and organisations differ from my approaches and in which parts they
correspond with each other; and with which elements I broadened the approaches found in
literature.

The second step of the research was the composition of the Model of Corporate
Competitiveness (VVM — a Vallalati Versenyképesség Modellje).

In Chapter 4, I detailed the factors that explain the necessity of a new model; these factors can
be summarised as follows:

e the imperfections of the already existing models;

¢ the modified market circumstances, the new economy, the new competition;

o the transformed parameters of corporate competitiveness.



In Chapter 5, I summarised the application conditions and fields of the model:
e [ composed the methodological and technical requirements that my model needs to
meet;
e [ clarified who can apply the model: I composed it for SMEs who appear in markets
with independent end-product;
e [ described the application fields of the model: it can be applied for internal and
external aims as well.

Chapter 6 contains the process of constructing the model and describes the structure of the
model.
The vein of thinking of constructing the model can be summarised in the following steps:

Figure 1: Constructing process of the Model of Corporate Competitiveness
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The first step was creating the definition of corporate competitiveness.

As a second step, I identified the main elements, the key factors' of the definition, and then I
broke down the key factors into competitiveness elements.

I linked indicators to the competitiveness elements, and scales to the indicators, so the
indicators and elements became measurable.

Then I linked weights to the indicators; with their help, I calculated the points of the elements.
Through weights linked to the element, I calculated the points of the key factors.

Finally linking weights to the key factors, the value of the complex index (KVVI — Komplex
Vallalati Versenyképességi Index, Complex Corporate Competitiveness Index (CCCI)) was
calculated.

The structure of the Model of Corporate Competitiveness will be described later as one of my
theses.

In Chapter 7, | give an example for demonstrating the application of a model and the process
of calculating the value of the complex index that measures corporate competitiveness
numerically.

For calculating the complex index (KVVI — Komplex Vallalati Versenyképességi Index,
Complex Corporate Competitiveness Index (CCCI)), | prepared a questionnaire that
companies need to fill. Through the questionnaire, I collected data for the indicators of the
model but the actor who fills the questionnaire is not aware the structure of the model.

| filled this questionnaire in the name of a fictive company so I could show the process of
calculating the complex index.

The third step of the research was the verification of the Model of Corporate
Competitiveness.

In Chapter 8, | explained the necessity of verification. The verification was needed because
modelling corporate competitiveness is a so-called ill-structured problem from the point of
view of problem solving, and ill-structured problems — owing to their characteristics — can
have more proper solutions; and these proper solutions can comprise the model I prepared. So
the examination based on expert questionnaire was to prove the adequacy of my model.

Chapter 9 describes the verification: the examination based on expert questionnaire.
The examination had several aims:

e first to prove that I chose the appropriate key factors during composing the
competitiveness definition, so to examine the effect of key factors on corporate
competitiveness;

e second to confirm that I grouped competitiveness elements to appropriate key
elements, so to state the effect of competitiveness elements on key factors;

' Key elements mean the main parts of my competitiveness definition, and are not the same as the key success
factors can be used for an industry.



e third to examine the direction and extent the competitiveness elements have on
corporate competitiveness through key factors, so to rate the strength of effect of
competitiveness elements on key factors;

e and fourth to state which competitiveness elements influence corporate
competitiveness the most, so to examine the relative importance of the
competitiveness elements.

To be able to answer for the above-mentioned first three questions, I used expert survey
methodology by preparing a questionnaire.

For getting answers for the fourth question, I applied the Guilford technique. I prepared a
questionnaire and instructions for use for the experts. When evaluating the result, I performed
statistical examinations to confirm the reliability of the results.



S. THE NEW FINDINGS OF THE RESEARCH

I grouped the new findings of the research as follows:

1. Hypotheses and theses relating to the concept of corporate competitiveness

2. Hypotheses and theses relating to the already existing and applied methods measuring
corporate competitiveness

3. Hypotheses and theses relating to the model measuring corporate competitiveness
constructed due to the research

1. Hypotheses and theses relating to the concept of corporate competitiveness

Before beginning the research and at the early phase of the research, I noticed that the concept
of competitiveness — though it is one of the most often mentioned expressions nowadays — is
not definite: one cannot find a worldwide accepted definition in literature. The word is often
used as “there were an unspoken professional agreement” (T6rok, 2003b:73) of how the
concept is interpreted but it does not work so in reality. There is no agreement on what
competitiveness means; sometimes it is used as a synonym of modernity, sometimes as an
indicator of the standard of an economy or a company, and sometimes it is interpreted as
market performance, business success or economic growth.

I found numerous definitions when examining literature of competitiveness but these
definitions are mostly used only by individuals and did not become worldwide known and
accepted. The great number of concepts is partly owing to the fact that there is no agreement
in literature either on what level or levels competitiveness can be accepted: some authors
stress that they can accept competitiveness at only one aggregation level while others can
accept it at more levels.

To be able to confirm my hypothesis, I examined the different approaches of corporate
competitiveness, and prepared a comparative-analytical table. By the help of the table, I
examined numerous approaches of experts and organisations according to several aspects”.

By the analysis, the notices made before and at the beginning of the research are verified, so I
summarize the confirmed notices as thesis as follows:

T1: The concept of competitiveness is not definite and amorphous from scientific point
of view: the scientific definition of the content and levels of competitiveness is missing,
and the scientific description of the definition of competitiveness is also missing.

? Because of its size, I am not able to show this comparative-analytical table here; but it can be seen in the
dissertation.




The next step of my research was examining the levels of competitiveness that could be
acceptable in literature.

As it can be seen in the dissertation, in the chapter examining the conceptual approaches of
competitiveness, some authors consider competitiveness at the level of a product acceptable;
in the following, I summarise briefly how these authors interpret competitiveness at the level
of a product, and I comment if I agree with the interpretations in some parts or not.

e Jozsef Botos wrote in one of his earlier work published in 1982 that “the international
competitiveness of a product is manifested in the following areas:
- the price of the product is lower than the price of its competitors (also taking the
conditions and mode of payment into consideration),
- the quality of the product is better, its technical standard is higher than those of its
competitors,
- the delivery service is better and more advantageous than that of its competitors.
A certain good can be considered as competitive if it is better than its competitors at
least at two of the above-mentioned three areas. One single area, even if it is more
favourable than that of its competitors, is not able to assure steady competitiveness for
the product in international trade if the result of the other two comparisons is
unfavourable for the product” (Botos, 1982:32-33).
I agree with taking price and quality into account but taking the utility value of the product
into consideration is missing from this approach; and I do not consider grounded that if any
two of the three criteria is fulfilled, the product is competitive. Let’s suppose that the price of
the product is lower than that of its competitors and the delivery service is better and more
advantageous than that of its competitors but the quality of the product is much lower than the
quality of the competitors; is the product effectively competitive?

e According to Ferenc Kozma, that product is competitive whose effective profitability
is not lower than the expected profitability (Kozma, 1995:1); and “that product is
competitive for the company whose terms of trade are more favourable than the
company average, and in the per unit factor consumption, it has greater advantage in
comparison with levels remunerated by market price than the other products of the
company” (Kozma, 1995:3).

Both definitions are rather unilateral: they highlight profitability (that is though an important
factor but not the only factor that should be taken into account), representing the consumption
side is completely missing.

e In one of the latest work of Botos, published in 2000, the lacking utility value concept

appears; according to Botos, the competitiveness of a product “implies negotiability —
the product is needed, it has a market, it can be sold at all —, the price competitiveness
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and the cost competitiveness. ... A product or service should than meet the
requirements of both price and cost competitiveness” (Botos, 2000:218-219).
I can agree with this approach in distinguishing negotiability and price competitiveness; but
the defining the ranking of negotiability — price competitiveness — cost competitiveness is still
missing.

e Mark Bato has similar view concerning the market competitiveness of a product or
service: “a product or service is competitive, ... if on the one hand, it can be sold at a
price that besides covering expenses, yields profit for its seller, it can be realised as
’exchange value’, and on the other hand, it can be considered as a consumable,
employable, as a product or service in its physical appearance useable, a with ’utility
value’ disposing and at acceptable price available good for its buyer who has the
satisfactory purchasing power” [Bat6 in (Szentes, 2005:112)].

My acceptable approach is broader than the above-mentioned because on the consumption
side, the characteristics of the utility value — acceptable quality — acceptable price should
appear in this order.

When constructing the definition as I interpret product competitiveness, I took the following
elements into consideration.
The competitiveness of a product (or service; hereafter: product) is a “bilateral” concept:

e For the consumer, it means that the product satisfies the consumer’s needs (so the
product has utility value), its quality is acceptable and its price is fair. In my opinion,
these conditions should be accomplished in the above-mentioned order, since if a
product has no utility value for a consumer (for example an ash tray for a non-
smoker), no good quality and no low price makes the consumer buy the product. The
similar vein of thinking can be shown in the case when a product with utility value
(for example a television set) has such a bad quality that not even the low price
convinces the consumer to buy the product.

e For the company that is the manufacturer (or the seller) of the product, a product is
competitive if there is steady demand for it, and it can be sold at a higher price than its
cost of production (or net cost), so the product is negotiable while yielding profit.

In my opinion, these two “sides” should be fulfilled at the same time for a product could be
considered competitive.

One can often find the expression of stand the ground on markets when examining
competitiveness of a company; this expression can be applied also for products: a product can
be considered competitive if it stands its ground at market among the other similar products
with its utility value, quality and price level, so it maintains or increases it market share whilst
the profit of the product is steady of growing.

According to the above-mentioned facts, I interpret the competitiveness of a product as
follows:

11



T2a: Competitive is a product3 that:
e has utility value, acceptable quality and fair price/value ratio in this order for its
consumer; and
e assumes expected level of profit for its manufacturer (or seller) owing to its
negotiability; and
e maintains or increases market share among other similar products on the

market while the profit of the product is steady or growing.

Studying literature, I noticed that competitiveness at corporate level could be accepted for
some authors though the content of the approaches substantially differed from each other;
through the following brief summary, one can get an insight into these different
interpretations.

When defining corporate competitiveness, several authors emphasise the importance of
products:

e Ferenc Kozma says that corporate competitiveness “is aggregated from the
competitiveness of the individual goods”; “a company is competitive if its goods are
competitive, i.e. if it yields not less than the expected profit for its total output”
(Kozma, 1995:3);

e according to Adam Torok, “the source of competitiveness derives mainly from the
higher level of specialisation, and the product differentiation that suits better to
demand than other companies do” (Tordk, 1999b:31-35);

e the opinion of Jozsef Botos is that “the basis of each and every level of
competitiveness is the competitiveness at product level” (Botos, 2000:218-219);

e in the definition composed by Mark Batd, one can find the competitiveness of
products: “the competitiveness of a company means all above that ... it is able to ...
produce competitive products, services continuously” [Bat6 in (Szentes, 2005:113)].

The changing ability of a company appears in the definition of corporate competitiveness
composed by Attila Chikan in 2004: “the company should be able to perceive changes in its
environment and inside the company and should be able to adapt to them” (Chikan—Czako—
Kazainé, 2006b:9).

Standing the ground on markets, the ability to stay in competition appears in numerous times
in literature as a synonym of competitiveness; some examples:

3 Hereafter the word »product” has the meaning of not an individual product but in a broader sense: meaning a
product portfolio, and also implies services and service portfolios.
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e Adam Torok states that “competitiveness at micro level means getting positions in
market competition, and standing ground on markets among certain companies, the
competitors of each other” (Torok, 1999a:74) [quotes (Lengyel, 2000c:970)];

e Imre Lengyel conceptualises as follows: “competitiveness of companies briefly
explicated means that they have enough capacity to be able to stand ground in
competition...” (Lengyel, 2003:257);

e according to Mark Bato, “corporate competitiveness means the standing ground on
markets from several point of view, and the ability to stay in competition” [Batd in
(Szentes, 2005:113)];

e Zsuzsanna VOr0s interprets corporate competitiveness as the successful performance
in market competition (Voros, 2007:17).

The importance of taking the corporate resources into consideration is emphasised by the
definition composed by Attila Chikan and colleagues in 2004; this definition “is composed
according to the concepts of the resource-based corporate theory ... that means that the
success of a company depends on its own resources that are not or only hardly copyable.
These resources mean potential for success but realising success can only be possible through
adequately chosen and executed strategy. It forces companies to steadily reproduce features
and resources that assure competitive advantages ...” (Chikéan, 2006a:44).

Before composing my definition for corporate competitiveness, I collected the features that
came into my mind when I hear the concept of competitive company.

In “everyday life”, one consider a company competitive if it is present on markets for a long
time and operates profitably; maintains or increases its market share; is able to perceive
changes in its environment and inside the company and is able to react them, maybe it excepts
changes; it applies modern technique during producing or selling products; its resources make
the company possible to keep its market position and ability to react changes; it produces or
sells product that has a demand.

In my opinion, products are necessary to be represented in connection with corporate
competitiveness because companies are “weighted” on markets through products, and in lack
of products, one can not talk about corporate competitiveness.

Besides the above-mentioned features, one can observe the bilateral nature of corporate
competitiveness in two ways:

e the first side is producing or selling products that fulfil demand, the other side is the
profit and market position that should be assured for the company;

e on the one side, competitiveness appears as a result, as the success in competition, on
the other side, competitiveness means the ability for standing the ground in markets in
the future.

This bilateral nature can also be found in literature in the work of Ferenc Kozma (Kozma,
1995:1).
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I composed the definition of corporate competitiveness in such a way and with such a purpose
that the measurement method based on the definition should be able to measure corporate
competitiveness of companies operating under the circumstances of new economy”.

Taking the above-mentioned features and factors into consideration, I interpret corporate
competitiveness as follows:

T2b: Competitive is a company that

e produces or sells competitive products as described above;

o steadily realises profit’;

e its market share is constant or growing at present markets, and gains market
position at the redistributed markets in the new market segments and maintains
or increases it;

e is able to perceive in the external and internal environment befallen or
assumable changes, and is able to react them proactively or reactively;

e disposes of resources of enough quantity and quality to standing the ground on
markets: maintaining or increasing its market share and profitability;

e is able to cooperation, internationalisation with the purpose of market
expansion, market integration;

e can be able to maintain its market position and ability to react changes in the
future as well through its product portfolio and its material and immaterial

resources.

2. Hypotheses and theses relating to the already existing and applied methods measuring
corporate competitiveness

Studying the measuring methods of competitiveness, I initially examined the measurement of
competitiveness at national, regional and corporate levels.

I recognised even at the beginning of this examining process that the methodology of
measuring competitiveness is wide-ranging — similarly to the conceptual approaches of
competitiveness. This diversity can partly be owing to the fact that there is no scientific
agreement in literature of which level or levels are accepted as levels of competitiveness; and
as measurement methodology is strongly related to the accepted level of competitiveness, one
can find considerable differences between methods measuring competitiveness.

* I mention the main characteristics and the importance of the new economy in connection with hypothesis and
thesis 4.

> When defining profit, I agree with Attila Chikan: “... from the point of view of our topic, there is no
importance how ‘profit’ is interpreted — the only requirement is that the revenues of the company should steadily
exceed its expenses” (Chikan, 2008:7).
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In international and national literature, one can find models for measuring corporate
competitiveness that:
o lists the factors that influence the competitiveness of a company; or
e gives help to define some considerable factor of corporate competitiveness; or
e gives feedback of internal factors that hinder the efficient operation and development
of an organisation; or
e isnot eligible for measuring competition in the new economy; or
e s still not complete, the exact preparation of the set of indicators of factors that
influence competitiveness is still missing; or
e groups companies into categories but does not give a numerical value for the
competitiveness of the given company, and does not give any explanation why the
given company belongs to the given category, which are its strong or weak points.

I gave a detailed description of the measuring methods in the dissertation; and I prepared a
comparative-analytical table — similarly to the table in connection with conceptual
approaches’.

The analysis by several aspects confirms the notions that emerged in me at the beginning of
the examination so I can compose them as thesis as follows:

T3: Methodology of measuring corporate competitiveness is not standard: methodology
is considerable influenced by the actor measuring competitiveness, the conceptual
approach of competitiveness of the actor, the aim of the measurement, the application
fields of the measurement results.

After getting known the methods measuring competitiveness, I turned my attention to
measuring competitiveness at corporate level — especially with measuring competitiveness of
SMEs — as I supposed this field can give me more possibilities to research.

Studying measurement methods, I came to the conclusion that the great majority of the
already existing models and methods serves for measuring competitiveness of national and
regional competitiveness; international and national methodological literature on methods
measuring competitiveness at corporate level is rather modest.

Most of the few models do not measure corporate competitiveness numerically; they “only”
try to identify the factors that can influence the competitiveness of a company. So the
examine competitiveness but do not measure it.

In the dissertation, I gave a detailed description of the already existing models that measure
competitiveness; their weak points can be summarised as follows:

% This comparative-analytical table is also can be seen in the dissertation.
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b)

d)

g)

the Porter model does not give an exact answer whether a company competitive or not, it
“only” list the facts that influence the competitiveness of a company;

the Porter model developed by a Hungarian professor, Hovanyi is expanded by ratios and
values; this model has two groups of problems: on the one hand, it has measuring
problems (the annual marketing costs or R&D costs of the competitors can be hardly
known for a company), on the other hand, one cannot get the answer whether the
company is competitive or not;

the Hovanyi model on the one hand, introduces a method that contains a set of formulae
defining some considerable factors of corporate competitiveness, and on the other hand,
enumerates management methods successful companies increased their competitiveness
with during the past years, but does not introduce a method that could help measuring the
competitiveness of a company;

the starting point of the CDP® (Corporate Development Process) is one single factor:
productivity that can be raised by the commitment of workers so this method gives
feedback of internal factors that hinder the efficient operation and development of an
organisation;

the Corporate Competitiveness Index (Vallalati Versenyképességi Index) created by Attila
Chikén and colleagues eliminates the above-mentioned problem of not giving a numerical
value of the competitiveness of accompany. This competitiveness index has a weak point:
as its structure and main idea was prepared many years ago, it is not eligible for
measuring competition in the new economy emerged by changes in world economy in the
past years;

the new competitiveness model created by Zsolt Gyuris, is still not complete, the exact
preparation of the set of indicators of factors that influence competitiveness is still
missing;

the Competitiveness Index composed during the Complex South Danubian Regional
Competitiveness Research (Komplex D¢él-Dunéantali Regionalis Versenyképességi
Kutatads) groups companies into categories but does not give a numerical value for the
competitiveness of the given company, and does not rank the examined companies; the
method — according to its published description — does not give any explanation why the
given company belongs to the given category, so it does not explain which are the strong
or weak points of the company; so the method serves solely for external purposes: it rather
examines the competitiveness of the given region through categorising the companies
operating in the given region (the title of one of the published papers of the method also
refers to this fact (Markus et al., 2008)).

Furthermore, it can be stated that the already existing models measuring corporate

competitiveness — besides the above-mentioned weaknesses — are not adapted to the features

of the new economy, and do not measure adequately the competitiveness factors that are

getting a more and more important role under the new circumstances.
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Based on these weaknesses, I consider confirmed that a new model measuring corporate
competitiveness with a numerical value is needed to construct.

I summarise my statements as a thesis as follows:

T4: The at present existing methods measuring corporate competitiveness are not
eligible for measuring the competitiveness of SMEs as the methods are imperfect: on the
one hand, most of the methods do not measure competitiveness, only examine it, on the
other hand, they do not adapt to the features of the new economy and to the
transformed parameters of corporate competitiveness. By these arguments, the need of
constructing a new model measuring competitiveness of SMEs with a numerical value is
verified.

3. Hypotheses and theses relating to the model measuring corporate competitiveness
constructed due to the research

After recognising the need of a new model, the next phase was the process of its construction.
1. The first step was the creating of the definition of corporate competitiveness.

2. As a second step, I identified the key factors of the definition, and then I broke down the
key factors into competitiveness elements.
The key factors of the definition are typed in bold.

Competitive is a company that

e produces or sells competitive products as described above;

o steadily realises profit;

e its market share is constant or growing at present markets, and gains market position
at the redistributed markets in the new market segments and maintains or increases it;

e is able to perceive in the external and internal environment befallen or assumable
changes, and is able to react them proactively or reactively;

e disposes of resources of enough quantity and quality to standing the ground on
markets: maintaining or increasing its market share and profitability;

e is able to cooperation, internationalisation with the purpose of market expansion,
market integration;

e can be able to maintain its market position and ability to react changes in the future
as well through its product portfolio and its material and immaterial resources.
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I broke down the marked key factors into competitiveness elements; I have no possibility to
describe all the elements but they are summarised in a figure with the abbreviations of
indicators linked to each element (Figure 2).

3. I linked indicators to the competitiveness elements, and scales to the indicators, so the
indicators and elements became measurable.

The indicators applied in the model cannot be described here in details but Figure 2
summarised the content of the Model of Corporate Competitiveness (a Vallalati
Versenyképesség Modellje (VVM)): its structure, key factors, elements and the quantity of
indicators related each element (indicators are represented by their abbreviations).

Indicators were evaluated by scales; its description also cannot be here in details. The vein of
thinking and the process of evaluating through scales was the following:

e [ prepared a questionnaire the help of which the Complex Corporate Competitiveness
Index (Komplex Vallalati Versenyképességi Index — KKVI) of a company can be
calculated with;

¢ in the questionnaire, | inquired the values of indicators at the given company;

e as some of the answers can be given in percentage, some others in an absolute sum,
and some that can be chosen from given answers, I transformed the answers of the
filled questionnaire to a 0-5 scale so the values of the answers became summable.

4. Then I linked weights to the indicators; with their help, I calculated the points of the
elements.
Every indicator got an equal, a unity weight in the model.

5. Through weights linked to the element, I calculated the points of the key factors.
I had the same vein of thinking by weighting elements as before: every indicator got equal, a
unity weight in the model.

6. By linking equal — unity — weights to the key factors, the value of the complex index
(Complex Corporate Competitiveness Index (CCCI), KVVI — Komplex Vallalati
Versenyképességi Index) was calculated.

The Model of Corporate Competitiveness can be summarised in numbers as follows:

e The model interprets 8 competitiveness key factors.
e The key factors are broken down into competitiveness elements: 25 elements
altogether; these are measurable by altogether 63 indicators.
The maximum point a company can obtain through the indicators is 1000; the ratio of the
obtained and maximum points gives the value of the Complex Corporate Competitiveness
Index of the company.
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Figure 2: The structure of the Model of Corporate Competitiveness — key factors, elements and the quantity of indicators
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After constructing the model, I accomplished the verification of the model based on an expert

questionnaire.

The examination is on the one hand confirmed that the model consisting of elements and key

factors deducted from my competitiveness definition is eligible for measuring corporate

competitiveness.

I can give the following answers to the questions composed as the aims of the examination:

I chose the appropriate key factors when constructing the competitiveness definition
and deducting the model; this statement is confirmed by the followings:

- the summarising row of the evaluation table of key factors does not contain
zero or extremely low value; and all the values of the summarising row are
positive which fact means accordingly to the given evaluation aspects that all
the key factors increase corporate competitiveness so their presence in the
model is verified;

- one can find competitiveness elements related to each key factor that definitely
strongly influence corporate competitiveness through the given key factor.

I can state about the connection of competitiveness elements and key factors that I
classified the great majority of the elements into the same key factors as the expert did
so the structure of the model is exact, only a slight modification can be considered.

I can state about the effect of competitiveness elements on corporate competitiveness
that the chosen competitiveness elements increase corporate competitiveness as every
element disposes of a positive total of points.

As the other consequence of the examination, I can accept various model structures of the

Model of Corporate Competitiveness according to the strength of the effect the

competitiveness elements have on corporate competitiveness.

By employing elements that increase corporate competitiveness considerably
according to the results of the expert questionnaire, the stock model of the Model of
Corporate Competitiveness can be constructed. This stock model were serve for a
complex short analysis:
- for complex analysis because it covers several fields of corporate operation;
and
- for short analysis as it contains the elements that should be in any case taken
into account when examining corporate competitiveness.
The extended version of the model also contains the elements that have a great effect
on corporate competitiveness.
By employing all the competitiveness elements, a differential model with a broad set
of elements can be constructed that could make the results of the short analysis more
precise.

The schematic picture of these model structures can be seen on the following figure.
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Figure 3: The possible model structures of the Model of Corporate Competitiveness

Differential model

Extended model

Stock model

Source: the author’s own construction

I summarise my experiences of the verification as follows:

TSa: The construction process of the Model of Corporate Competitiveness by its phases
of breaking down and integration is methodologically eligible for preparing a new
model measuring competitiveness at corporate level: the model originates from the
complex definition of corporate competitiveness, and the breaking down of the
definition into key factors, competitiveness elements and indicators, and the integration
of the weighted indicators, competitiveness elements and indicators ensures stable
methodological fundamentals for the model.

TSb: The Model of Corporate Competitiveness is eligible for measuring competitiveness
of SMEs. With the help the definition of corporate competitiveness that serves for a
base of the key factors, with the elements deducted from key factors, and with the
indicators linked to competitiveness elements, the competitiveness of a company can be
measured numerically by the Complex Corporate Competitiveness Index.

TSc: Grouping the competitiveness elements by the strength of effect they have on
corporate competitiveness, provides the opportunity to construct three types of model
structures: the stock model, the extended model and the differential model; each model

structure enables a complex but differently detailed analysis.

The last field of examination aims of the verification — examining the relative importance of
the competitiveness elements — is also eligible for drawing conclusions.

The experts involved in filling the questionnaire could give their opinions on which elements

they consider to have the strongest influence on corporate competitiveness through the
method of Guilford’s pair-wise comparison.
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As the result of the expert questionnaire, I can draw the conclusion that the elements
‘profitability’, ‘ability for innovation’, ‘R&D for the future’ and ‘reacting ability for changes
in environment’ have the strongest influence on corporate competitiveness;, while the
elements ‘market presence of the company’, ‘maturity of the product’ and ‘importance of
export’ (the ratio of export activity) considered to have had the slightest effect on corporate
competitiveness.

According to the opinions of the experts, I can summarise the order of elements as one of the
conclusions of the research as follows:

T6: According to the opinion of the experts involved in the questionnaire, the elements
‘profitability’, ‘ability for innovation’, ‘R&D for the future’ and ‘reacting ability for
changes in environment’ have the strongest influence on corporate competitiveness out
of the elements of the Model of Corporate Competitiveness; while the elements ‘market
presence of the company’, ‘maturity of the product’ and ‘importance of export’ (the
ratio of export activity) considered to have had the slightest effect on corporate

competitiveness.

When talking about the application of the model, I have to make clear what type of
organisations it is constructed for and what kind of aims it can be applied for.

As I have already mentioned earlier, the model is prepared for SMEs appearing in markets
with independent end-product: it serves for defining their competitiveness status and
highlighting fields that need development.

Regarding the aims of the model, it can be applied for both internal and external aims.
e For internal aims because:

- besides calculating a numerical value of the company’s competitiveness, it also
gives explanation which factors led the company to have achieved the certain
value (— in order to encourage corporate learning);

- and it also highlights the weak fields that needs development besides giving a
numerical value of the corporate competitiveness (— in order to encourage
corporate learning as well).

e For external aims because:
- the model is also eligible for comparing companies (— for example it can be an
indicator by tenders or supporting, or by comparing subsidiaries, or for investors’
evaluations in order to find the most advantageous investment).
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For demonstrating the application of the Model of Corporate Competitiveness for internal
aims, I calculated the Complex Corporate Competitiveness Index for a fictive company; these
values can be found in Table 1.

By the help of the Complex Corporate Competitiveness Index, the level of competitiveness
can be defined. In my opinion:

o till a result of 40%, the competitiveness of a company can be considered as weak;

e between 40-60%, the competitiveness of a company is modest;

e the result of 60-80% can be qualified as a good outcome of competitiveness; while

o the result of 80-100% can be considered as an excellent result.

According to the model, I can state that the result of the fictive company (45%) is considered
to be modest.

After defining the level of competitiveness, the next step is improving it. The obtained points
by key factors and their ratios to the maximum points can give help in defining fields that
need development.

This latter ratio refers namely to the extent the company obtained the points related to the
given key factor. By which key factor this ratio is low that key factor needs development.

In the example, the fictive company should pay more attention to key factors ‘Market share’,
‘Cooperation, internationalisation’ and ‘Competitive product’.

One can make further examinations within a given key factor that aims at defining
competitiveness element(s) and indicator(s) that need development in favour of increasing the

competitiveness of the company.

The experiences of the application of the model can summarised as follows:

T7: The Model of Corporate Competitiveness serves for defining competitiveness status
of SMEs appearing in markets with independent end-product. The model encourages
corporate learning as besides measuring corporate competitiveness numerically, it gives
explanation which factors led the company to have achieved the certain value, and it
highlights fields that need development.

The model is also eligible for comparing companies, for example it can be an indicator
by tenders or supporting, or by comparing subsidiaries, or for investors’ evaluations in
order to find the most advantageous investment and can also be applied by defining
supporting directions of regions, by preparing customised support types.
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Table 1: Example for calculating the Complex Corporate Competitiveness Index in case of a fictive company

The Model of Corporate Competitiveness

Competitive Perceiving and Cooperation, Potential
Steady presence Profit Market share . Resources inter- important in the
product reacting changes 3 ey
nationalisation future
VT1: 3/5 T1:5/5 Nyl: 3/5 P1:4/5 VE1: 3/5 E1l:1/5 KN1: 3/5 J1:14/20
VT2:17/25 T2:5/5 Ny2: 4/5 P2:16/25 VE2: 3/5 E2: 3/5 KN2: 2/5 J2:15/20
VT3:12/25 Ny3: 3/5 P3: 5/25 VE3: 5/5 E3: 2/5 KN3: 1/5 J3:5/5
VT4:20/125 Ny4: 4/5 P4: 20/125 VE4: 4/5 E4: 4/5 KN4: 5/25 J4: 3/5
Ny5: 4/5 P5: 8/25 VES5: 1/5 E5: 3/5 KN5: 2/5 J5: 4/5
Ny6: 3/5 P6: 31/125 VE6: 5/5 E6: 3/5 KNG6: 7/25
Ny7: 3/5 P7: 3/25 VET: 4/5 E7:3/5
Ny8: 4/5 P8: 11/125 VES: 3/5 E8: 4/5
Ny9: 2/5 VE9: 3/5 E9: 2/5
Ny10: 3/5 VE10: 3/5 E10: 0/5
VE11: 3/5 E11: 5/5
E12: 4/5
E13: 4/15
E14: 0/5
E15: 4/5
E16: 1/5
E17:10/10

Ratio of the

obtained and the maximum points by

key factors:

52/180 = 0,2888

10/10 =1,0000

33/50 = 0,6667

98/480 = 0,2041

37/55 =0,6727

53/100 = 0,5300

20/70 = 0,2857

41/55 =0,7454

Re-calculated points by key factors:

36,11

125,00

82,50

25,52

83,33

66,25

32,69

93,18

RATIO OF THE OBTAINED AND THE MAXIMUM POINTS FOR ALL KEY FACTORS (= KKYVI):
544,58/1000 = 0,5445

Source: the author’s own construction
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6. APPLICATION FIELDS OF THE RESULTS OF THE
RESEARCH

The results of the research can be applied in theoretical and practical fields as well.

Theoretical application encourages the internal development of scientific because the research

draws attention to conceptual imperfectness and the lack of scientific definition in
connection with competitiveness;

composes new, complex competitiveness definitions for the competitiveness of a
product and competitiveness for a company;

offers a new, complex methodology for measuring corporate competitiveness.

The results of the research can also be applied in education.

During practical application, the results of the research can encourage the development of
SMEs and the whole economy because

the final aim of the research, the Model of Corporate Competitiveness encourages
corporate learning because besides calculating a numerical value of the company’s
competitiveness, it also gives explanation: which factors led the company to have
achieved the certain value, and it highlights the weak fields that needs development;
the model is also eligible for comparing companies, for example it can be an indicator
by tenders or supporting, or by comparing subsidiaries, or for investors’ evaluations in
order to find the most advantageous investment;

and it can also be applicable by defining supporting directions of regions, by preparing
customised support types.
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7. POSSIBLE DIRECTIONS OF EXTENDING RESEARCH

I consider several ways for extending the research.

1. The presently general Model of Corporate Competitiveness could be specified by
industries: the structure of the model, and the weighting and evaluating of indicators,
competitiveness elements and key factors could be modified according to industry-specialised
characteristics.

Through this specialisation one could compare the companies of a given industry from the
point of view of competitiveness.

2. One could examine a considerable sample of companies from the point of view of
competitiveness through the Model of Corporate Competitiveness.

3. Methodological extending could be the verification of the model with the help of
discriminant analysis.

For reliable results of statistical analysis, one should need a considerable sample of
companies, so binding this methodological extending with the above-mentioned
competitiveness analysis, two research aims could be realised at the same time.
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