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Abstract. The main goal of this paper is to analyse the relationship between
innovativeness and success perception by managers of Polish small- and medium-
sized international new ventures (INVs). We apply statistical analysis (with the
use of SPSS) to the original data set elicited from the two samples of Polish SME’s
by means of a questionnaire and CATI technique. Two measures of success have
been taken into account: assessment of financial situation and success perception
of managers relative to competitors. The outcomes have been evaluated against
two hypotheses. The results indicate that the propensity to innovate in Polish
INVs was slightly higher in the group of medium-sized firms as compared to the
small ones. The relationship between innovativeness and market success was
complex. In the majority of the analysed cases the respondents from the medium-
sized innovative firms evaluated success at the matket in the most favourable
terms whereas those from small innovative firms — in the least favourable terms.
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Undeniably, growing complexity and volatility of business environment under intense globalization

processes are the main reasons for searching new efficient methods to gain competitive advantage at the

global markets. International new ventures (INVs) which are on the fast internationalization track often

present combination of innovative, proactive and risk-taking attitude, overstepping national boundaries and

aiming at new value creation.
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The Oslo Manual (3rd edition, 2005) defines innovation as “the implementation of a new or
significantly improved product (good or service), or process, a new marketing method, or a new
organizational method in business practice, workplace organization, or external relations”. The minimum
requirement for an innovation is that the product, process, marketing method, or organizational method
must be new (or significantly improved) to the firm. Innovative activities also include R&D that is not an
element of the above definition of innovations.

The problem of innovativeness of Polish enterprises is being perceived as important and complex.
According to the Global Innovation Index (2016), Poland is ranked 39th, thus marking the rise in its position
from 46th place in 2015. But Polish innovations are in most cases imitative in their character, and only to
small extent are related to R&D activities. Jasifiski (2014) stresses that it is especially visible in Polish SME’s
sector. It is being reflected in relatively low number of introduced innovations and patents. GUS (2015)
indicated 11 bartiers to innovativeness of Polish firms. They can be divided into four groups: financial
factors, knowledge issues, market factors, and others. Indisputably, financial factors and especially the lack
of access to external sources of funding along with high costs of implementing innovations are more
important obstacles for the SME sector than for big market players (Raport PARP, 2015).

In this paper, we analyse the innovativeness and success perception of Polish INVs. The INVs are
defined as SME:s satisfying the following criteria:

- they derive at least 25 percent of their revenues from international markets within the first three
years of their existence,

- the founder has a global vision of markets.

Servais and Rasmussen (2000), McDougal et al. (2003), and Coviello (20006) are stressing on constant
efforts of the founders to achieve sustainable competitive advantage at international markets, but without
the necessity of global presence. This is the case presented in our research.

Polish INVs were analysed by Gorynia (2007), Przybylska (2010 and 2013), Duliniec (2011), Kowalik
and Baranowska-Prokop (2013), Baranowska-Prokop and Sikora (2014 and 2016), and Danik and Kowalik
(2013 and 2015) in many aspects, i.c., the determinants of its formation, internationalization models, entry
strategies for foreign markets, importance of psychic distance etc. This literature leads to the conclusion
that the positive relationship between innovativeness and success perception of INV’s managers is not
obvious. Danik and Kowalik (2015) revealed that in the case of Polish born-global product quality and
pricing were the main contributors to firm’s success.

Baranowska-Prokop and Sikora (2016) proved there was no positive relationship between the
innovativeness of Polish INVs and the success perception by their managers. In fact, there was no significant
relationship between innovativeness and perceived success in neither of the two samples when all the firms
(small and medium-sized) were analysed together. This finding requires more thorough analysis.

The main objective of this paper, therefore, is to find out whether firm size (small or medium)
influences the relationship between innovativeness and managerial success perception.

Given the existence of innovation-supporting policies in Poland and other EU countries, the fact that
managers of innovative firms did not declare higher evaluation of market success requires more indepth
research.

It should be mentioned that Schumpeter’s view on the role of innovation in a firm evolved over time.
In his late works, he stressed that bigger companies are proportionally more innovative than the smaller
ones. Also, Galbraith (1952) indicated the size of a company is an important factor for its innovative
activities. Some support for this conclusion, especially for the SME’s sector, could be seen also from the
managerial perspective; e.g., Church and Lewis (1983) proved that in many cases at a certain stage of firm’s
growth the founder decides to retain status quo and not expand further. In such situations, innovations are
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rarely introduced and firm remains small in size. This is the rationale for our first hypothesis implying a
positive relationship between innovativeness and firms’ size.

For M. Weber and J. Schumpeter, innovativeness is a fundamental attribute determining
entrepreneurship. This assumption is the basis for the second hypothesis verified in this paper concerning
the positive relationship between innovativeness and success for Polish INVs.

The remainder of this paper is organized as follows. In the subsequent part, we introduce our research
method and the hypotheses. Next, the discussion of our analysis results is presented. Finally, we provide

the research conclusions.

2. RESEARCH METHOD AND HYPOTHESES

Presented research has been based on two survey studies with respondents from two representative
samples of Polish international new ventures. The first was obtained in February-March 2013 (N = 256) by
applying the computer assisted telephone interviews (CATI). The second was collected in September-
October 2014 (N = 233) with the use of the same method. The sampling frame was GUS data base (the
“gross sample” included 19 594 firms). The sample has been selected under the following conditions:

* firm was established not eatlier than 1990,

* it is not an outcome of M&A,

* it’s not a branch of a foreign firm,

* it has not been privatized,

* it belongs to sector C — manufacturing firm (according to PKD classification),

it started exporting during the first three years of the operations,

* it has reached at least 25 percent of revenues from exports during the first three years since the start
of exporting.

Such criteria have been adopted to satisfy both this research project scope (industrial activities only)
and minimum requirements concerning identification of INVs (start-ups, engaging in export activities
“shortly” after being established and deriving “important” portion of their revenues from exports).

According to the market research company which collected the data, the random sampling of
enterprises (within two strata: small- and medium-sized enterprises) makes it possible to apply statistical
inference for the obtained results.

The analysis has been focused on the manufacturing firms.

As mentioned above, we analyze the impact of the firm size (small or medium) on the innovativeness
and on the relationship between innovativeness and managerial success perception. We formulate the
following two main hypotheses:

H1: there is a positive relationship between the INV’s size and its innovativeness,

H2: there is a positive relationship between innovativeness of small- and medium-sized INVs and their
market success (as declared by their managers).

The success has been measured by its managerial perception. For that purpose, the following two
questions (with answers measured on 5-point Likert scale) have been included in the questionnaire:

1) “Considering the financial indices (e.g. profitability) for our firm, it can be concluded that our
company has been successful”, and

2) “Considering the situation on the (domestic and foreign) markets, where our firm operates, it can
be concluded that our company has been successful in comparison to its competitors”.

This success-evaluation method is the solution to the fact that the detailed financial data of unlisted

enterprises are not published.
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3. RESEARCH RESULTS

Table 1 shows the percentage of innovative and non-innovative enterprises in the first sample of INVs

when the small and medium-sized enterprises are analyzed separately.

Table 1
Numbers and percentages of innovative and non-innovative enterprises (first sample)
Introducing innovations
(any kind of innovations;
answers yes or no)
No Yes Total
Number of 10 - 49 employees | Count 57 77 134
" 0 g
employees (small) /o within Number of 42,5% 57.5% 100,0%
employees
50 - 249 employees | Count 38 84 122
. YRR
(medium) Yo within Number of 31.1% 68.9% 100,0%
employees
Total Count 95 161 256
YRR
Yo within Number of 37.1% 62.9% 100,0%
employees

Source: own calculations, N = 256

Medium-sized enterprises are marginally more innovative than the small ones (x* = 3,55, p = 0,06). We
may consider that the hypothesis H1 has been confirmed for this sample.

The results of the analysis of variance concerning the relationship between the first measure of the
success perception (overall financial success), the size of enterprises and their innovativeness for the first
sample is shown in table 2.

Table 2

Tests of between-subjects’ effects concerning the relationship between the success perceptions by

managers and the size of enterprises and their innovativeness (first sample)
Dependent Variable: Overall financial success perceptions

Type III Sum of

Source Squares df Mean Square F Sig.
Corrected Model 9,0422 3 3,014 3,732 ,012
Intercept 3872,546 1 3872,546 4795,513 ,000
employees 1,194 1 1,194 1,479 ,225
innovations ,042 1 ,042 ,052 ,819
employees * innovations 5,686 1 5,686 7,042 ,008
Error 201,076 249 ,308
Total 4477,000 253
Corrected Total 210,119 252
a. R Squared = ,043 (Adjusted R Squared = ,032)

Source: own calculations, N = 2506.

It appears that both main effects are not significant, but there exists a significant interaction (shown in

Figure 1).
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Figure 1. Interaction between firms’ size, innovativeness and overall financial success

(first measure of success, first sample)

Source: own calculations, N = 256

This interaction shows that for the small enterprises the hypothesis H2 is not confirmed. Although

managers from the non-innovative firms evaluated their success better than those from the innovative ones,

this difference is not significant.

The difference between innovative and non-innovative medium-sized enterprises was also not

significant. Finally, innovativeness in medium-sized enterprises led to better evaluation of the financial

success than innovativeness in the small enterprises. It should be stressed, however, that the value of 3 was

a midpoint of the scales measuring the success (with the value range from 1 to 5) and all means above that

value are in the “success zone”.

For the second measure of success (success compared to competitors) in the first sample, neither the

main effects nor interaction were significant (at the threshold of p = 0,1). The pattern of means is shown in

Figure 2.
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Figure 2. The pattern of means for firms’ size, innovativeness and success compared to

competitors (second measure of success, first sample).

Source: own calculations, N = 256
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Small innovative firms and the medium-sized ones are also the “extreme” cases. Despite insignificant
differences, the figure has been presented, because the pattern of numerical differences is similar to the
evaluation of the first measure of success.

The percentages of innovative and non-innovative firms from the second sample are shown in the
table 3.

Table 3

Numbers and percentages of innovative and non-innovative enterprises (second sample)

Introducing innovations
(any kind of innovations;
answers yes or no)
No Yes Total
Number of 10 - 49 employees | Count 47 84 131
) RV
employees (small) Yo within Number of 35.9% 64.1% 100,0%
employees
50 - 249 employees | Count 29 73 102
. AR
(medium) Yo within Number of 28.4% T1.6% 100,0%
employees
Total Count 76 157 233
YRR
o within Number of 32,6% 67.4% 100,0%
employees

Source: own research, N = 233

Although, as in the case of the first sample, numerically (expressed in percentages), the small enterprises
show less propensity to innovate than the medium-sized ones, the difference is not significant (y* = 1,447,
p = 0,261). Therefore, the hypothesis H1 is not confirmed for this sample.

The results of the analysis of variance concerning the relationship between the first measure of the
success perception (overall financial success), the size of enterprises and their innovativeness, for the second
sample will not be shown, because no significant differences have been found.

The pattern of means is shown in the figure 3.
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Figure 3. The pattern of means for firm size, innovativeness and overall financial success (second
sample).
Source. own research, N = 233
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Despite nonsignificant differences, the pattern of means is shown because it is similar to the analogous
relationship in the first sample also for the first measure of success (figure 1). Since the relationship is not
significant it cannot lead to general conclusions.

The results of the analysis of variance concerning the relationship between the second measure of the
success perception (success compared to competitors), the size of enterprises and their innovativeness for
the second sample is shown in the table 4.

Table 4

Tests of between-subjects’ effects concerning the relationship between the success perceptions by

managers and the size of enterprises and their innovativeness (second sample)
Dependent Variable: Success compared to competitors

Type III Sum of

Source Squares df Mean Square F Sig.
Corrected Model 7,144~ 3 2,381 3,100 ,028
Intercept 3154,229 1 3154229 4106,163 ,000
employees 2,445 1 2,445 3,183 ,076
innovations 1,722 1 1,722 2,242 ,136
employees * innovations ,965 1 ,965 1,257 ,263
Error 172,838 225 , 768
Total 3828,000 229
Corrected Total 179,983 228

a. R Squared = ,040 (Adjusted R Squared = ,027)

Sonrce: own calculations, N = 233

As distinct from the previous three cases, the main effect of enterprise size (employees) is marginally
significant.
The means of answers reveal that, in general, non-innovative enterprises evaluated their success better

than the innovative ones. The pattern of means is shown in figure 4.
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Figure 4. The pattern of means for firms’ size, innovativeness and success compared to
competitors (the second sample)
Source: own calculations, N = 233
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The difference is not significant for the medium-sized enterprises, but it is significant for small ones.
Managers from non-innovative firms were more satisfied with the results of competition on the market than
those from the innovative ones. We may conclude that hypothesis H2 is not confirmed (no relationship)
for the medium-sized enterprises, however, the results for the small enterprises suggest the opposite — a
negative relationship.

Specific forms of innovations concerning marketing-mix tools (asked about independently of the
previously analyzed innovations): innovations in distribution and innovations in promotion have been
analyzed among firms from the second sample only. Questions about marketing innovations have been
asked separately, because — as indicated results from open-ended questions from the first sample —
respondents spontaneously declared negligible number of marketing innovations other than new products.

The percentages of innovative and non-innovative firms from the second sample are shown in the
table 5.

Table 5
Numbers and percentages of innovative and non-innovative enterprises in the domain of distribution

(second sample)

Innovations in
distribution
No Yes Total
Number of employees | 10 - 49 employees Count 119 12 131
% within Number of 90.8% 9.2/ 100.0%
employees o < o
50 - 249 employees | Count 84 18 102
76 within Number of 82,4% 17,6% | 100,0%
employees ’ ’ ’
Total Count 203 30 233
76 within Number of 87,1% 129% | 100,0%
employees ’ ’ ’

Source: own calculations, N = 233

Medium-sized enterprises have been slightly more innovative than the smaller ones in the domain of
distribution (y* = 3,682, p = 0,055). We may consider that the hypothesis H1 has been confirmed for this
form of innovations in the second sample.

Since, as it has been indicated above, only a small minority — 30 enterprises out of 233 (12.9%, see table
5) declared introducing innovations in distribution and secondly, no significant relationships have been
found between success perceptions, firms size and innovativeness, the detailed results concerning
innovations in distribution will not be discussed.

The propensity to innovate was substantially higher in the domain of promotion, because 101 firms
out of 233 declared being innovative (43,3%, see table 6).

The percentages of innovative and non-innovative firms in the domain of promotion from the second
sample are shown in the table 6.

Although numerically (expressed in percentages), the medium-sized enterprises show more propensity
to innovate than the small ones, the difference is not significant (x* = 0,551, p = 0,458). Therefore, the
hypothesis H1 is not confirmed for this form of innovations.
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Table 6
Numbers and percentages of innovative and non-innovative enterprises in the domain of promotion
(second sample)

Innovations in
promotion
No Yes Total
Number of employees | 10 - 49 employees Count 77 54 131
Vo within Number of 58,8% 412% | 100,0%
employees ’ ’ ’
50 - 249 employees | Count 55 47 102
Vo within Number of 53,9% 461% | 100,0%
employees ’ ’ ’
Total Count 132 101 233
7o within Number of 56,7% 433% | 100,0%
employees ’ ’ ’

Source: own calculations, N = 233

The results of the analysis of variance concerning the relationships between the first measure of the
success perception (overall financial success), the size of enterprises and their innovativeness in the domain
of promotion, for the second sample, is shown in the table 7.

Table 7
Tests of between-subjects’ effects concerning the relationship between the success perceptions by
managers and the size of enterprises and their innovativeness in the domain of promotion

(second sample)

Dependent Variable: Overall financial success perceptions

Type III Sum of

Source Squares df Mean Square F Sig.
Corrected Model 4,0542 3 1,351 1,669 174
Intercept 3629,059 1 3629,059 4482,275 ,000
employees 2,022 1 2,022 2,497 115
innovpromotion ,001 1 ,001 ,002 ,968
employees * innovpromotion 2,471 1 2,471 3,052 ,082
Error 183,790 227 ,810
Total 3932,000 231
Corrected Total 187,844 230

a. R Squared = ,022 (Adjusted R Squared = ,009)

Source: own calculations, N = 233

Results are similar to the first analyzed case (table 2) with the two main effects being insignificant and

with a marginally significant interaction.

The interaction pattern is shown in the figure 5.
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Although there is virtually no difference between the non-innovative firms, the extreme cases are the

innovative ones: the small firms evaluated their success less favorably than the medium-sized ones.

The results of the analysis of variance concerning the relationship between the second measure of the

success (success compared to competitors), the size of enterprises and their innovativeness in the domain

of promotion, for the second sample, are shown in the table 8.

Table 8

Tests of between-subjects’ effects concerning the relationship between the success perceptions by

managers and the size of enterprises and their innovativeness in the domain of promotion

Dependent Variable: Success compared to competitors

(second sample)

Type III Sum of

Source Squares df Mean Square F Sig.
Corrected Model 6,534 3 2,178 2,825 ,040
Intercept 3590,944 1 3590,944 4658,220 ,000
employees 3,552 1 3,552 4,608 ,033
innovpromotion 2,588 1 2,588 3,357 ,068
employees * innovpromotion ,000 1 ,000 ,000 ,983
Error 173,449 225 771
Total 3828,000 229
Corrected Total 179,983 228

a. R Squared = ,036 (Adjusted R Squared = ,023)

Source: own calculations, N = 233

In this case the situation is different from the previous cases. Both main effects are either significant

(size) or marginally significant (innovation in promotion), while the interaction between them is not. All

means are shown in the figure 6.
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Figure 6. Effects of firms’ size and innovativeness in the domain of promotion on the perceived
success compared to competitors (second sample)

Source: own calculations, N = 233

Larger firms gave better (or higher) evaluations of their success than the smaller ones and the same
applied to the innovative ones, which evaluated their success in more favorable terms than the non-
innovative firms. The case of innovations in promotion is the single one in the above-presented analyses,
where innovative small companies evaluated their success better than the non-innovative ones (and where
H2 was confirmed).

4. DISCUSSION

The presented analysis leads to the following observations:

- referring to answers to two questions about the firms’ success on the market, the values of means
superior to 3 (with 5 being an upper limit) indicated that the majority of interviewed managers had
considered their firms to be in the “success zone”, regardless of being innovative or not,

- in all but one of analysed cases, the innovative small companies evaluated their success in least
favourable terms, and the innovative medium-sized companies — in the most favourable terms.

Our findings have important implications for the innovations-promoting policies in Poland. If
innovations do not seem to improve the perception of market success in the case of small enterprises,
should they be encouraged to innovate by persuasion, fiscal incentives or subsidies? Maybe imitation or
subcontracting could be considered as a better strategy for those companies?

There is, however, a possibility of psychological mechanism leading to such results. It should be
investigated if the mere fact of working on innovative solutions leads to higher expectation of market
success in the minds of managers. Therefore, if the success is “moderate”, this may create frustration instead
of satisfaction. This situation should be analyzed in future research with the help of success measures based
on financial indicators.

The situation is clear in medium-sized enterprises: innovation leads to better evaluation of firms’
success on the market and innovation-promoting policies seem to be easier to justify in this case. This
finding should be validated in further research on larger samples.
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5. CONCLUSION

The main novelty of the presented research is the indication of the difference in managerial success
perception between small and medium Polish INVs.

Obtained results lead to the conclusion that the hypothesis H1 has been partially confirmed: the
medium-sized Polish INVs were more innovative than the small ones (the difference has not been
significant in the second sample except for innovations in distribution).

As far as hypothesis H2 is concerned, there was no consistent relationship between innovativeness and
the perceived success of Polish INVs on the market. Analysis of variance revealed the existence of repeated
pattern of significant and not significant interactions.

This may be attributed to the fact, that bigger enterprises are better prepared to manage sophisticated
innovation processes and to take advantage of new product introduction to the market.

Therefore, the most appropriate conclusion from these findings is that relationship between
innovativeness and success on the market of Polish INVs is complex and should be subject to further
research based on larger and more diversified samples and data collected over a longer time horizon with
repeated measures for the same companies.
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