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DIGITAL BUSINESS RESEARCH
FOR SMALL AND MEDIUM-SIZED
ENTERPRISES: THE CASE

OF UKRAINE

Abstract

The use of available digital tools, the entrepreneur’s personal human capital, and the
formation and filling of niche markets are seen as the main factors of enterprises’ pros-
perity. Thus, the study aims to identify the impact of business research on the dynam-
ics of operational and commercial efficiency of small and medium-sized enterprises
(SME). The online survey and regression analysis methods based on the data obtained
were used. The study revealed that SMEs constantly need to perform data analysis,
but despite the need for business intelligence, enterprises rarely use Big Data (cloud
technologies). Most small businesses that conduct business research use digital tools,
which poses acute problems of staff development and building an effective model for
outsourcing research agents. Currently, the economic efficiency of business research is
not clearly visible, which is due to the influence of strong external factors, as well as a
low level of innovation and research activity of economic agents.

Keywords research agents, organizational innovations, business
analytics, Big Data, cloud technologies

JEL Classification

INTRODUCTION

M10, M21

Recent research shows that small and medium-sized enterprises
(SMEs) provide the basis for economic growth both in Europe and
around the world (Rédzvan, 2019). In particular, 99% of European
Union (EU) companies are small and medium-sized enterprises (Fazal
et al., 2020); small and medium-sized enterprises employ two-thirds
of the EU workforce (Al-Tal & Emeagwali, 2019); SMEs generate about
60% of the EU GDP (Hamburg et al., 2017). Nevertheless, in a highly
competitive environment, the problem of survival and scaling is par-
ticularly acute for small and medium-sized businesses (Anderson et
al., 2014; Chen & Fan, 2013). The main factors for the prosperity of
modern enterprises are the use of available digital tools (Buntak et
al., 2020), the entrepreneur’s personal human capital (intellectual and
emotional capital, skills, abilities) (Pe¢ek & Ovsenik, 2018), and the
formation and filling of niche markets (Kvitka & Kramarenko, 2018).

According to empirical research, the transition to the digital economy
and the increasing role of business platforms are driving innovation
for small and medium-sized businesses, primarily within the value
proposition of the business model (Alpeza et al., 2018). Analytical
findings from a sample of small businesses show that connecting to
business platforms creates advantages for small businesses such as
promotion through network effects and communities of users/service
providers, global business scaling, and opening up new sources of val-
ue creation (Ruggieri et al., 2018). The main issue is how to use digital
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tools to scale SMEs and maintain their competitive position. In the Ukrainian economy, digital oppor-
tunities for small businesses are more limited compared to European enterprises. Thus, the search for
effective strategies for implementing digital technologies in business practice is very relevant.

1. LITERATURE REVIEW

One of the reasons why small and medium-sized
enterprises have increased their influence on the
market environment is that they are ideal incu-
bators for various types of innovation (Al-Tal &
Emeagwali, 2019; Nemoto & Koreen, 2019). In
modern conditions, there are two main advantag-
es for small and medium-sized businesses:

o market demand and its specific parameters are
determined at the micro level (Kostrzewska &
Wrukowska, 2019);

o SMEs do not need to defend their market po-
sitions, as in many cases they are new to the
market or are creating it (Wynarczyk, 2013).

Many researchers believe that a high level of inno-
vation (technological creativity, the emergence of
commercial ideas and projects) is associated with
the spread of digital technologies (Alpeza et al.,
2018; Ruggieri et al., 2018), such as cloud comput-
ing, data analysis, and enterprise resource plan-
ning software (Ogrean, 2018). Companies that use
Big Data are more likely to innovate and increase
productivity by 5-10% (Perko & Ototsky, 2016).
However, the spread of advanced ICTs remains
insufficient to realize the economic potential of
both individual enterprises and national econo-
mies (Kvitka & Kramarenko, 2020). According
to European practice, the public sector and SMEs
lag behind the most. In particular, less than 25%
of small businesses use cloud computing (Rooney,
2017). With the declining role of large corpora-
tions in the global economic arena, digital tech-
nologies offer SMEs a unique opportunity to in-
crease their influence (Davydov et al., 2020).

Digital tools include cloud technologies, multi-
functional platforms, Big Data, the Internet of
Things, 3D printing, and artificial intelligence
(Rissola & Sorvik, 2018). The widespread adoption
of these technologies in the third wave of digital-
ization has increased their availability (Saunila,
2016). Through a worldwide network based on
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the postulates of openness, SMEs can access and
exchange data, knowledge and technologies, con-
duct joint research, and use specialized consulting
services (Rooney, 2017). Since digital technologies
enable the creation of a personalized new prod-
uct (Spithoven et al., 2013), as well as reduce the
time and improve the quality of decision-making
(Todericiu & Boanta, 2019), the reduction in their
cost has increased the interest of entrepreneurs.

Current research provides insight into the degree
of digitalization’s impact on business in general
(El-Haddadeh, 2019), as well as on social inter-
action processes (Kvitka & Kramarenko, 2020).
The special attention was paid to the study of the
role played by digital tools in increasing the com-
petitive advantages of small and medium-sized
companies.

The factor of personal human capital has a signif-
icant impact on the ability to scale research pro-
jects. Personal human capital is considered by the
authors as a combination of creativity, soft skills,
technological literacy, leadership qualities, and
professional baggage (skills obtained as a result
of education and experience). In modern scientif-
ic publications, the concepts of personal, intellec-
tual, and emotional capital are given considerable
attention (Buntak et al., 2020; Pecek & Ovsenik,
2018). However, personal qualities that form the
basis of human capital are considered as factors
that determine the effectiveness of management,
as well as the motivation and development of per-
sonnel. Thus, personal human capital forms the
basis for improving the operational and commer-
cial efficiency of companies. Considering the issue
from this perspective allows identifying impor-
tant patterns that are of practical importance for
business.

Previous studies (Kvitka & Kramarenko, 2018)
have found that SMEs increase their influence on
the economic development of EU countries, as
well as on the dynamics of the Ukrainian econo-
my. This raises the question of how to improve the
efficiency of small businesses. Thus, this paper is a
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continuation of the study of problems and oppor-
tunities for the development of SMEs in the na-
tional economy of Ukraine.

In this study, the need, opportunities and pros-
pects for the implementation of business research
by small businesses are in the sphere of scientific
interest. The business research was defined as a
study of market conditions and consumer senti-
ment in order to identify new niches, areas of in-
novation, and improve the effectiveness of prod-
uct promotion. Due to trends in consumer per-
sonalization and the development of niche mar-
kets, business research can create relevant scaling
opportunities for SMEs. Since small companies
have very limited financial resources to conduct
business research, digital technologies are becom-
ing the most accessible tool. The use of social me-
dia for market research (Andreva & Kianto, 2011;
Cerne et al., 2016), cloud technologies for data
storage and analysis (El-Haddadeh, 2019), crypto-
currencies for financial issues (Kramarenko et al.,
2019) - all this is not a complete list of cheap and
sometimes free ways to improve the efficiency of
commercial and operational activities of SMEs.

2. AIMS

The paper aims to determine how much small
businesses (using Ukrainian companies as an ex-
ample) conduct business studies using this digital
technology (cloud technology, social networking,
Big Data) and the potential to create business re-
search using digital tools to improve the efficiency
of SMEs. To achieve the research goal, the areas
where SMEs use digital tools need to be studied.
Research questions are the determination of the
need for business research for SMEs, as well as the
purpose of conducting business research; the role
of digital technologies in business research; the
impact of business research on the dynamics of
operational and commercial performance of small
and medium-sized businesses.

3. METHOD

To implement the research goal, an online survey
of small and medium-sized businesses was con-
ducted. Based on official statistics available on
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the official website of the State Statistics Service
of Ukraine, the data obtained were sorted out. To
find out in which areas SMEs use digital tools, and
to determine the purpose of conducting business
research, survey results were subjected to a struc-
tural analysis. The structured data set was ranked
to identify the role of digital technologies in busi-
ness research and the impact of business research
on the performance of small and medium-sized
businesses through the use of regression analysis
methods.

4. RESULTS

The study, based on statistical analysis of da-
ta obtained from a survey of representatives of
Ukrainian small and medium-sized businesses,
allowed assessing the degree of use of cloud com-
puting, the intensity of business research. Many
relationships were also identified between the dy-
namics of innovation, the performance of small
businesses, and the intensity of the use of digital
tools for business research.

According to the results of the analysis, most of
small companies are constantly faced with the
need to analyze data in their activities (Table 1).

Table 1. The results of the survey “Does your
business require data analysis?”

Source: Calculated by the authors.

5 Ranking of Number of . Share of the

Response : , | total number
. i response : respondents’:
options . ‘ : of responses,
options answers | .
: %
Never i - -
Rarely . 2 8
Sometimes | 3 21
Often . AR N 30
_Constantly - S 72
Total - 131

More than half of the respondents (almost 55%)
say they constantly need to perform data analysis.
According to the survey results, the main goals of
business analytics are:

» planning (45% of respondents’ answers);

o market research (23% of respondents’
answers);

forecasting (13% of respondents’ answers);
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« attracting resources (recruiting, fundraising)
(3% of respondents’ answers);

 analysis of own activities (2% of respondents’
answers);

« professional development (1% of respondents’
answers);

o other (13% of respondents’ answers).

Many business opportunities for SMEs in the
global market are created by Big Data. These op-
portunities are:

« search for and attract buyers with significant
purchasing power;

o effective recruitment of new employees;

o fundraising and other types of outsourcing.

Despite this, only 11% of small businesses in the
European community analyze Big Data. The study
of small business in Ukraine showed that despite the
need for business analytics, the studied enterprises
also rarely use Big Data (about 17% of respondents
use big data often or constantly) (Table 2).

Table 2. The results of the survey “How often
do you use Big Data (cloud computing) in your
business?”

The rare independent use of Big Data is partly due
to the problems faced by consumers, namely small
businesses. The most common ones are:

o system failure (12% of respondents” answers);
o false information (10% of respondents’
answers).

Along with this, European representatives of small
and medium-sized businesses also state other
risks associated with big data, in particular:

o loss of customer trust;
e fraud.

In most cases, users of cloud computing and spe-
cialized software components claim that there
were no problems (48% of respondents’ answers).

However, representatives of Ukrainian small busi-
nesses often face the need for business research
(Table 3), but they rarely use digital tools (Table 4).

Table 3. The results of the survey “Do you need
business research in your business?”

Source: Calculated by the authors.

Share of
Source: Calculated by the authors. . :
Ranking of | Number of the total
Response H )
Share of options response : respondents’ : number of
Ranking of | Number of the total options answers : responses,
Response , : o
ontions response respondents’ | number of %
P options answers i responses, Never 1 5 . 38
% Rarely L2 = T . -2
Never 1 71 54.19 sometimes L3 SR SRR B
e . . Often 4 30 : 5990
Sometimes : 3 5 3.82 Total _ 131 100
Often 4 9 6.88 .
L S S X Table 4. The results of the survey “Do you
Constantly 5 : 13 9.92 . . .. ”
. i conduct business research using digital tools?
Total - 131 100

The main goals of using Big Data are:

o customer search (29% of respondents’
answers);

search for suppliers (7% of respondents’
answers);

« recruitment of employees (13% of respond-
ents’ answers);

« internal and external analysis (5% of re-
spondents’ answers).
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Source: Calculated by the authors.

Share of
Response Ranking of E Number of § the total
options resp.onse : respondents number of
options answers : responses,
: %

Never 1 31 23.66
..F.{é.,r.ély ; - ...,.,‘25'19
Sometlmes 3 24 o
“Often 4 18
Constantly 5 25
Total - 131 100
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An important role in the research is played by the
relationship between the dynamics of innovation
and the need to implement business research. In
this regard, the survey provided a question about
the subjective assessment of the dynamics of inno-
vation in the industry (Table 5).

Table 5. Results of the survey “How do you
assess the dynamics of innovation growth in your
business?”

Source: Calculated by the authors.

i Share of
Ranking of Number of the total
Response ,
options resp.onse respondents’: number of
options answers : responses,
: %
Total : - 131 100

According to the survey results, about 40% of the
respondents rate the innovativeness of their field
of activity as “Low” or “Very low”.

However, for most SMEs, income has been grow-
ing over the past two years (Table 6).

Table 6. The results of the survey “Has your
income changed in the last two years?”

Source: Calculated by the authors.

Rankin Share of
of i Number of the total
Response options respondents’. number of
response
: . i answers | responses,
: options H o
: i %
Reduction of more
Ahan10% i 1 ‘‘‘‘‘‘‘‘‘ Y ,‘12'98
Decrease by 5-10% 2 5 382
_Almost unchanged 21 16.03 .
...... pincrease L 25 1908
Increase by more i
thanzo oo ° % we
Total : - 131 100

The conflicting results have prompted a deeper
study of quantitative relationships. For this pur-
pose, a regression analysis of the obtained data
was performed, which gave the following results.

Table 7 systematizes the results of regression anal-
ysis for a number of interdependencies. Using re-
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gression analysis, hypotheses were tested regard-
ing the presence of an “impact-result” relationship
(linear dependence) between many studied values.
The main parameters of the studied models are:

1) R - the multiple correlation coefficient.

R? - the coefficient of determination that char-
acterizes the quality of the model (the high-
er the value of this parameter, the greater the

proportion of values that characterize this
model).

2)

3) The coefficients a and b, which are the param-
eters of the linear regression equation Y = a +
b - X, where: X - variable impact; Y - resulting

parameter.

The sign and value of the coefficients a and b help
estimate the direction of the connection between
Y and X, as well as the strength of this connection.

Analysis of the relationship between the dynam-
ics of innovation in the industry and the need for
business research (Table 7) showed that the more
the economic activity of SMEs requires constant
innovation (improvement of products and ser-
vices, creation of new products, opening of new
market niches), the greater the need for enter-
prises to conduct business research. Parameter
R?=0.862595. This means that in 86% of cases, a
1% increase in industry innovation increases the
need for business research by 1.76% (coeflicient b
= 1.761364). Thus, if small businesses are looking
to scale through innovation, there is inevitably a
need for business research.

However, according to Table 7, the dynamics of
operational and commercial efficiency does not af-
fect the desire of enterprises to engage in research
activities in order to scale and increase compet-
itiveness. Parameter R?= 0.114983. Consequently,
the dynamics of income only in 11% of cases deter-
mines the need for business research. According
to the analysis results, the need for business re-
search largely determines the use of digital tools
for data analysis (dependence is observed only in
23 % of cases, because R?= 0.234916).

At the same time, the need for business research
highly determines the use of Big Data and cloud
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Table 7. Regression analysis results

Source: Calculated by the authors.

X (impact) Y (result) R R? i Coefficienta Coefficient b
Innovation dynamics . Need for business research 092876 0862595 006906 . . 1761364
_Business income dynamics : Need for businessresearch | 0339092 | 0114983 . = 0089635 & 0229242

Need for business research :s;s;glgltal tools for data 0.484682 0.234916 0.081865 0.224329

Need for business research | U3¢ ©f Big Data and cloud 0.842019 | 0.708997 0.107788 ~0.26224
e itechnologies SO S e e

Conducting business  Dynamics of business income 0.890776 0.793482 ~0.20776 3.230088

research

technologies. R?=0.708997. This means that in 71%
of cases, there is a relationship between the need
for business research and the use of Big Data and
cloud technologies. However, since coefficient b =
-0.26224, the relationship is reversed, i.e., a 1% in-
crease in the need for business research leads to a
0.26% decrease in the use of Big Data and cloud
technologies in 71% of cases. The results show that
the need for data analysis and business research en-
courages SMEs increasingly use highly accessible
online tools (targeting, customer search, advertis-
ing company, effective promotion). On the other
hand, an increase in the level of innovation is like-
ly to increase the need for data analysis. So, to cre-
ate a new product or a new niche that brings profit,
SMEs need to analyze both the external and inter-
nal environment. This is highly consistent with the
structure of data analysis goals among Ukrainian
SMEs.

Regression analysis of the relationship between the
intensity of business research and the dynamics of
enterprise income showed that there is a strong lev-
el of interdependence. R*= 0.793482, it means that
in 79% of cases there is a relationship between the
intensity of business research and the dynamics
of the operating income of the enterprise. At the
same time, an increase in the intensity of business
research by 1% leads to an increase in operating in-
come by more than 3% (coeflicient b = 3.230088).
The effectiveness of business research is not imme-
diately apparent (coefficient a = -0.20776), i.e., at
the initial stages of entrepreneurial research pro-
grams, there may be a negative or zero result.

5. DISCUSSION

The obtained results allowed identifying patterns
that are of great practical importance for small
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companies that occupy an increasing share in
both the national and global economy. However,
the significant potential of digital business re-
search for SMEs has created a need for addition-
al research. These can be related to the staffing of
business research, as well as the organization of
cooperation between SMEs and research agents.

Microenterprises are strongly interested in de-

veloping and implementing innovations, since

the main source of growth for these companies

can be technical developments, knowledge, and

commercial data. However, the main obstacle

is access to intangible resources. This raises the

question of how to build an effective model of the

relationship between research agents and SMEs.

The main difficulties in building this business

model can be:

o mutual misunderstanding of goals and
requirements;

o difficulties in articulating the research needs
of SMEs;

o limited time for full research and testing;

o lack of interest of researchers in the prac-
tical side of business research and its
commercialization.

Thus, the study of opportunities and identification of
the basic principles of building a model of interac-
tion between research agents and SMEs for the effec-
tive implementation of business research is another
issue for the development of this research area.

The potential for future developments is created by
the presence of issues related to the organization
of research activities of small and medium-sized
businesses, problems of motivation for the forma-
tion and implementation of a knowledge-based
business model.

http://dx.doi.org/10.21511/ppm.19(1).2021.15
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CONCLUSION

Small and medium-sized enterprises in Ukraine perform data analysis primarily for the purpose of
planning their activities, developing strategies, studying the market, finding customers, recruiting em-
ployees, as well as for internal and external analysis. The desire to implement various innovations in
professional activities motivates small companies to conduct business research. Thus, the more SMEs
seek to scale through innovation, the more they need to conduct business research. Most small business
representatives who conduct business research use digital tools, which sharply raises the problems of
staff development and building an effective model for outsourcing research agents. Currently, the eco-
nomic efficiency of business research is not clearly visible. It is due to the influence of strong external
factors, as well as a low level of innovation and research activity of economic agents. Nevertheless, the
implementation of business research has a significant potential for increasing the income of enterprises.
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