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Abstract

This study seeks to analyze and describe the business dynamics of small and medium-
sized enterprises (SMEs) in the commerce and services sector in the municipality of 
Palmira, Colombia. In addition, it aims at analyzing the organizational characteristics 
(internal and external) to determine the factors that influence the strengthening of 
the variables that make them more or less competitive. The study used the estimation 
of an econometric model and data from 219 SMEs registered with the Chamber of 
Commerce1 – Palmira 2017. In addition to several investigations with similar claims 
that seek to study the variables that relate to organizational competitiveness and how 
this aspect is classified as a fundamental factor in the state of success or business failure 
in the world, it was found that variables such as the contribution that technical support 
programs make to strengthen the SMEs.

Good management and knowledge of the financial situation of the company and the 
correct management of relations with suppliers are the variables that most influence 
the dynamics and internal and market behavior of companies in Palmira.

It is evident that more than 40% of the companies surveyed have not been trained in is-
sues associated with competitiveness, which indicates that there are weaknesses related 
to the synergies that should exist between the SMEs and the institutions that provide 
technical support. Consequently, companies that have received training are expected 
to receive higher sales from the strategies learned in these trainings.
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INTRODUCTION

1 It is an autonomous entity, with legal status and non-profit constituted by the initiative of 
the Palmira (Colombia) merchants. It provides them legal advisory and support in their 
business activities through public records.

Since the creation of Law 1014 of 2006, which seeks to promote the 
culture of entrepreneurship, entrepreneurial activity in Colombia has 
increased considerably, with micro, small, and medium enterpris-
es (MSMEs) being an important factor for the national economy be-
cause it generates 80% of employment and participates in 35% of Gross 
Domestic Product (GDP) and constitutes 90% of the productive sector 
of Colombia, according to information from the DANE (Administrative 
Department of National Statistics, 2016). Currently, in Latin America, 
MSMEs constitute 99% of the companies in Colombia (ECLAC, 2016). 
In relation to large companies, their productivity is extremely low, and 
they have difficulties in adapting to the constant changes offered by the 
market, which generates a high rate of business mortality.
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The challenge facing MSMEs in Latin America in the face of accelerated technological transformation 
leads to modifying the production processes adapting to new consumption patterns, forcing the com-
panies to redefine their competitiveness strategies, and governments to update the promotion policies. 
According to Vélez, Restrepo, Garzón, and Méndez (2005), a long-lasting company is one that pre-
sents superior financial results over time, which obtains efficient performance in its management due 
to the coherence in its action, the identification of its sectorial environment and its government policies, 
avoiding morbidity states that hinder their profitable growth and that can reach thematic states.

According to Dominguez (2014), the president of Confecámaras2, on average, three years after their 
creation, 25.9% of Colombian companies in the commercial sector and 14.94% of the service sector go 
through the so-called “Valley of Death,” which is the moment in which a company is scarce in capital 
or credit resources that give the initial drive to enterprises, likewise Domínguez (2013) ensures that the 
MSMEs presented 80% business mortality rate. The implementation of strengthening programs has re-
duced this index by 26%.

According to Cámara de Comercio de Palmira (2016), small businesses had 6% (398) representation in 
the market and medium ones 1% (99), of which 222 are part of the commerce sector and 37 of the ser-
vices sectors. The government-promoted business strengthening plans seek to establish the strategies 
that lead to the consolidation of companies belonging to various economic sectors, especially those in 
the services sector because they do not require high initial capital. However, although the various short-
comings of SMEs have been identified, it is also important to identify the organizational characteristics 
of these companies in the Municipality of Palmira.

In this sense, the following research problem arises: what are the organizational characteristics of SMEs 
in the commerce and services sector in the Municipality of Palmira that allow determining the factors 
that influence the strengthening of the variables that make them more or less competitive?

This study seeks to determine the variables that most influence internal and market dynamics and 
behavior in companies in Palmira through an econometric model, which positively or not influence 
strengthening their competitiveness. To achieve this, throughout this article, 4 sections will be found, 
beginning with a literature review, followed by the methodology, presentation, and analysis of the re-
sults obtained and, finally, by the conclusions.

2 Colombian national organization that coordinates and provides assistance in the development of its functions to the Colombian Chamber 
of Commerce, among others, the public functions delegated by the state.

1. LITERATURE REVIEW 

1.1. Organizational competitiveness 

Those companies that last over time do so because 
in one way or another, they are competitive in the 
market and their niche keeps them sustainable 
(Marín, 2015). However, it is important to cre-
ate the competitive advantages that ensure their 
sustainability, and do not decline when there are 
periods of changes in the market (Lo, Wah, & 
Ramayah, 2016). According to Porter (2015), the 
competitive advantage is a characteristic that the 
company has, which differentiates it from its com-
petitors, creating a unique offer where it allows 

the customers to prefer it, based on two main fac-
tors: differentiation (make products and services 
different from the competition) and the decrease 
in costs (have more efficient strategic actions than 
competitors).

The absence of competitive advantages in compa-
nies is one of the main reasons why MSMEs tend to 
have high mortality rates, in addition to the caus-
es such as the difficulty in accessing the financing 
(Balcázar, 2015), the lack of differentiation, the 
capacities to face changes in the market and the 
lack of strategic planning, raised by authors such 
as Borrero (1998), Florez (1998), Carrillo (1998), 
Hernández, Mendoza, and González (2017).
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According to Florez (1998), MSMEs make goods 
and services markets more competitive, as they 
contribute to decentralizing economic activities; 
they are less capital intensive, so they boost na-
tional savings.

Making different decisions affects the external and 
internal customers (stakeholders), therefore, the 
impact caused on them affects the level of com-
petitiveness in the company (Cunha & Moneva, 
2018; Khakpour, Kazemi, Tavakkoli, & Fazli, 2018; 
Almeida & Vieira, 2013; Kantis, Angelelli, & Moori, 
2004; Priego, Manzaneque, & Banegas, 2013).

1.2. Factors related to organizational 
competitiveness

Strategic planning is the main factor that influenc-
es the competitiveness of MSMEs. From it, the re-
sources that the company currently has and those 
that it lacks and that it needs to grow are analyzed, 
as referenced by Mora, Vera, and Melgarejo (2015) 
and Othman, Arshad, Abdul, and Mohd (2015). 
Through this, effective strategies are developed 
that directly impact the client thanks to the use of 
resources such as technology (Sanchez & Jimenez, 
2007), R&D, and marketing tools.

To develop a good strategic planning, it is required 
that the company has a qualified human capi-
tal capable of performing the efficient process-
es aimed at the development and growth of the 
organization.

The growth of a company at the organizational 
level depends on the entrepreneurial orientation, 
which is defined as the strategy development pro-
cesses that offer the organizations the basis for 
the decisions made and entrepreneurial actions 
(Rauch, Wiklund, Lumpkin, & Frese, 2009) car-
ried out based on a good organizational envi-
ronment (Fraj, Matute, & Melero, 2014; Meyer & 
Allen, 1991; Wheel, 2014).

To do this, according to Ahumada and Perusquia 
(2015), it is important to recognize that the most 
valuable asset within the company is its intellec-
tual capital (Calantone, Cavusgil, & Zhao, 2002) 
because it is the asset with the highest degree 
of difficulty to imitate, this being a differentiat-
ing factor of the company. So it is necessary to 

keep the employees constantly trained, provid-
ing the necessary skills to always be at the fore-
front of sudden market changes (Husain, Dayan, 
& Benedetto, 2015; Martins, Costa, & Neves, 2018; 
Batista, Kilimnik, & Reyes, 2016; Fonseca, Porto, 
& Barroso, 2012; Criollo & Montoya, 2014).

Having highly trained staff allows creating the 
effective strategies that generate the impact on 
the customer and loyalty to the company, that is, 
create top of mind, which are the issues that the 
marketing area should be responsible for because 
in this area, everything related to advertising 
and promotion of both products and the compa-
ny in general is found (Lamb, Astudillo, Carpio, 
Delgado, & Amón, 2011).

Additionally, another responsibility of the mar-
keting area is to carry out the constant market 
research, taking into account those adjustments 
that are totally necessary in the product and ser-
vice, to make an impact on the real needs of the 
client through innovation (Zandoval & Ari, 2014; 
Latunreng & Hesti, 2018; Peixoto de Paiva, 2005; 
Barbosa, Souza, Chaves, & Santos, 2017; Rivera, 
2015).

On the other hand, it is found that the support 
from institutions trained in the entrepreneurship 
and competitiveness area to provide the sustaina-
bility tools to entrepreneurs allows them to know 
their shortcomings and design and implement the 
action plans for mitigation and solution of real 
problems. This helps create the competitive advan-
tages and last in the market (Rivera & Rojas, 2019).

2. METHODOLOGY

From the list of companies that the Palmira 
Chamber of Commerce has in its updated database 
to 2017, and based on a stratified probabilistic sam-
pling (margin of error: 5%, confidence level: 95%), 
the survey was done to 209 SMEs, from which 58% 
belong to the service sector and the remaining 42% 
to the commerce sector. 121 surveys were conduct-
ed on SMEs in the services sector (105 surveys on 
small businesses and 16 surveys on medium-sized 
companies) and 88 surveys on SMEs in the com-
mercial sector (76 surveys on small businesses and 
12 surveys on medium-sized companies)
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This article seeks to analyze the factors that influence 
the competitiveness of SMEs in the commerce and 
service sector in this city, therefore, the first thing 
done was to perform an analysis of the organization-
al characteristics, for this, the survey was used that 
consisted of 35 questions, which highlighted the fac-
tors related to the characterization of the company, 
financial, marketing, technologies, quality, and hu-
man resource management.

In business dynamics today, marked by technologi-
cal advances that minimize the costs of interaction 
with customers, sales are consolidated as a funda-
mental element for the competitiveness of firms. In 
this sense, the dynamics of sales is decisive for the 
generation of income with which the completeness 
of the productive cycle is achieved (León, 2012). It 
is then pertinent to identify the degree of incidence 
that certain variables have on the strength of sales.

In order to estimate the factors that affect the sales, 
the survey information that has a sample size of 209, 
observations belonging to companies in the sectors 
in question was used. Annex 1 shows Cronbach’s 
Alpha, which allows identifying the consistency of 
the survey in terms of the variables used in statistical 
modeling.

The variables that were defined in the theoretical 
framework as fundamental for sales and of which 
information is found in the survey are defined in 
Table 1. It should be remembered that the company’s 
sales were established as a proxy variable for business 

competitiveness. From each of the variables, its no-
menclature and structure are identified.

It can be seen that the identified variables are associ-
ated with the elements of competitiveness described 
in the theoretical framework. The size of the compa-
ny is a control variable that implies a direct relation-
ship with the sales force. The type of company and 
the economic sector are variables with which it is in-
tended to know if belonging to a sector or a type of 
company influences the income derived from sales.

On the other hand, among the explanatory variables, 
there is a group of them that refer to the external col-
laboration that the companies receive from exoge-
nous institutions. Institutional support and being a 
beneficiary of support programs for competitiveness 
are the proxy variables of institutional networks that 
theoretically generate the advantages in the channe-
ling of customers and sales.

Variables associated with the company’s relationship 
with its customers are also taken into account in 
terms of the communication it has with them. This 
variable is related to fundamental aspects of market-
ing that affect the competitiveness.

The market to which the company is directed is theo-
retically related to its dependence on the local market. 
On the other hand, the investment variable, especial-
ly in technology, is indicative of the intention of in-
novation of productive organizations, a requirement 
to strengthen the sales and survive in the market.

Table 1. Definition of variables object of study
Source: Authors.

Variables Theoretical works Description
Dependent variable

Sales or gross income León (2012), Akben-Selcuk (2016) Less than 100 million, more than 100 million
Explicit variables

Company size
Saavedra (2012) 

Microenterprise, small company
Type of company S.A.S*, others 
Economic sector Services, commerce
Institutional support for competitiveness

Solleiro and Castañón (2005) 
Yes, no

Beneficiary of accompaniment programs Yes, no
Communication with client

Saavedra (2012)
It does not have one, once a week, once a month

Target market Regional, national, local, international
Financial management Rubio and Aragón (2006) Internal, external
Investment in technology De la Cruz et al. (2006) Yes, No

Note: *The Simplified Stock Company, its acronym in Spanish (SAS) is a capital company constituted by one or more natural or 
legal persons that, after being registered in the commercial register, is constituted as a legal entity other than its shareholder 
or its shareholders, and in which Members will only be responsible up to the amount of their contributions.
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3. PRESENTATION AND 

RESULTS ANALYSIS

3.1. Strengths and organizational 
weaknesses of SMEs in the 
commerce and services sector  
in the Municipality of Palmira

In this article, some characteristics were identified 
through the methodological development, such as 
strengths or weaknesses that, like the government 
and other different institutions, have sought to 
strengthen in SMEs in their different areas, there-
fore, those consultancies that are expensive are 
given to them free of charge, allowing improving 
the processes and increasing their productivity. 
(Morales & Castellanos, 2007, Law 590, 2000). 

Due to the aforementioned characteristics, it can 
be inferred that one of the reasons why the com-
petitive advantage of these companies is weak, 
based on the definition given by Porter (2015), 
is because of the lack of research and planning, 
which leads to non-innovation, therefore, these 
are not differentiated from their competitors, 
which leads to a lack of creation of a unique of-
fer, where they get the customers to prefer them. 
However, this research finds that the location, 
the quality of the product, and/or service and 
the price are some of the variables that make 
them survive in the changing market. On the 
other hand, the quality in terms of the product 
or service offered by the company and thanks to 
its personalized service modality, this element 
is considered as a close relationship in the cli-
ent-company relationship, which generates the 
customer loyalty (Fraj, Matute, & Melero, 2014; 
Meyer & Allen, 1991; Kantis, Angelelli, & Moori, 
2004; Rueda, 2014).

In other sections, SMEs are characterized as the 
companies with high levels of work pressure, how-
ever, their collaborators create a favorable climate 
and interpersonal relationships are closer due to 
the interdependence of the functions performed, 
which allows the easier performance of group dy-
namics, the motivation of the collaborator to work 
with credibility, facilitates the communication, 
among others (Porter, 2008).

On the other hand, the organizational climate 
depends on the culture, which, according to Fraj, 
Matute, and Melero (2014) when it is oriented to 
learning does not directly influence the competi-
tiveness of the organization but does so indirectly 
through the development of innovations. In the 
same sense is the location variable that conditions 
the number of customers to handle in the same 
space and period of time, being attractive because 
of the proximity, which makes the customers pre-
fer them. Being located in a strategic sector, where 
potential competitors are also found, allows com-
paring with them and creates the competitive ad-
vantages (Latunreng & Hesti, 2018).

In accordance with the influencing factors in 
business sustainability, companies currently have 
the shortcomings in innovation, technification, 
financing, and mainly in administrative process-
es. Since the innovation variable is not present, 
companies can fall into morbidity stages because 
they offer the products equal to that of the com-
petition or without added value that makes them 
competitive in the market. At the time of inno-
vation, factors such as commercial function, fi-
nancing, relationship, entrepreneurship, location 
advantages, market potential, and growth of the 
leading industry group must be taken into ac-
count (Colgan & Baker, 2003). Innovating allows 
the company to adapt to market changes both re-
gionally and nationally, thus becoming a strategic 
tool for the company (Distanont & Khongmalai, 
2018; Rivera, 2015).

According to Barbosa, Souza, Chaves, and Santos 
de Varge (2018), the most important competition 
factor is commercial performance in the market, 
rather than selling innovation, since it is the most 
complicated for them. Incurring the high costs is 
another common mistake that SMEs in the com-
mercial sector make because they do not perform 
stock analysis, therefore, they do not keep control 
of these, according to Atnafu and Balda (2018), to 
carry out the inventory management, which is 
controlled and organized, creates the competitive 
advantages for the company.

Additionally, and although the SMEs in Palmira 
mentioned that they aim at impacting the region-
al market, being understood as a vision of posi-
tioning, growing, and expanding, most of these 
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consider strategic planning as a secondary activ-
ity to be carried out, limiting their possibilities. 
According to Mora, Vera, and Melgarejo (2015), 
strategic planning is one of the main factors to es-
tablish the competitiveness of a company. To do 
this, the formation of the ideal intellectual capi-
tal is needed, which is another characteristic that 
SMEs do not strengthen, because training is not 
carried out.

In this sense, Calantone, Cavusgil, and Zhao (2002) 
argue that the orientation to learning consists of 
four dimensions: commitment to learning, abili-
ty to exchange knowledge within the organization, 
shared vision, and open mind. Organizational 
learning is an important instrument in modern 
markets to provide the value to the customer and 
improve the organizational performance through 
an efficient competitive strategy design and flexi-
ble adaptation to the rapid evolution of the market 
(Santos, Lopez, & Trespalacios, 2011).

According to the analysis carried out in the SMEs 
of the sample, it is considered a weak aspect, con-
sidering planning as a secondary process, for this 
reason, there is no design of action plans, which, 
in turn, according to Mora, Vera, and Melgarejo 
(2015), makes it difficult to meet the goals, growth, 
and expansion, ignoring the advantages that this 
important aspect brings, ranging from the de-

velopment and implementation of strategies and 
tools that allow using and controlling the finan-
cial resources and increasing the performance lev-
els of the organization (Hernández, Mendoza, & 
González, 2017).

For Dean, Holmes, and Smith (1997), SMEs that 
enter the market with a low level of competitive-
ness, associativity is an option that helps them 
seek benefits, such as the generation of policies 
that generate tax advantages. On the other hand, 
the initial capital of SMEs in the commerce and 
services sector is limited, which prevents the de-
sign of large strategies, therefore, many focus on 
the economic constraint and do not project the 
expansion in their daily activities. Marín (2015), 
Cordero, Astudillo, Carpio, Delgado, and Amón 
(2011), Colgan and Baker (2003).

In relation to these aspects, Calantone, Cavusgil, 
and Zhao (2002) mention another determin-
ing element, such as intellectual capital that can 
be considered as the advantage with the high-
est level of imitation difficulty, and is one of the 
few that is strengthened in this type of organiza-
tions (Martins, Costa, & Neves, 2018). Therefore, 
the administrative process as it is well known is 
composed of elements such as planning, organiz-
ing, directing and control. However, SMEs are not 
organized by objectives, which, in turn, generates 

Source: Authors. 

Figure 1. Organizational characteristics of SMEs in the commerce and service sector  
of the Municipality of Palmira – strengths

Producer 
service
quality

Strengthening
programs

Good
organizational
environment

Strengths Strategic
location

Price

Note: Based on the quantitative study for the determination of the factors with the greatest impact on the results of SMEs in 
the City of Palmira, in this case, the analysis of the elements characterized as strengths for them.
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the lack of goal setting and their focusing, and 
possibly generates blurring for growth.

And finally, because SMEs do not have the financial 
resources to acquire the cutting-edge technology, 
they must resort to the development of their activities 
with information or procedures that could be consid-
ered obsolete, (Sánchez & Jiménez, 2007; Latunreng 
& Hesti, 2018; Cordero et al., 2011; Husain, Dayan, & 
Benedetto, 2015; Mora, Vera, & Melgarejo, 2015).

3.2. Characterization of the variables 
of competitiveness and statistical 
inference

First, the dependent variable is statistically de-
scribed, in this case, the sales force. It is observed 
that 74% of companies have sales of more than 
100 million pesos per year, the remaining 26% be-
tween 25 and 100 million. It is also interesting to 
identify that 0% obtained revenues of less than 10 
million pesos annually. Based on this information, 
it is interesting to determine the magnitude of the 
incidence of the variables defined on the strength 
of sales, a fundamental factor for the benefits and 
competitiveness of the company.

It can be seen that 88% of companies that sell less 
than 100 million pesos per year are microenter-
prises, while 73% of those that sell more than 100 

million pesos annually are small, which implies 
in the first instance the expectation that the larger 
the company, the greater its sales.

As mentioned in the methodology, explanatory 
variables associated with the incidence of exter-
nal factors on the dynamics of the company were 
also taken into account, one of them institutional 
support for competitiveness. This binary variable 
defines whether the company has received train-
ing or not in matters of competitiveness from in-
stitutions outside the firm. Companies that have 
received training are expected to receive higher 
sales from the strategies learned in these trainings.

It is evident that 58% of the companies surveyed 
have received training, which shows that high per-
centage (42%) of the companies surveyed have not 
yet been trained in competitiveness issues, a clear 
sign that there is weakness in the inter-institution-
al relationship between the companies and institu-
tions responsible for these trainings.

In Table 3, it is evident at the sample level that the 
institutional support recipient companies have 
higher incomes than the non-recipient companies. 
71% of the companies that have been trained have 
income of more than 100 million pesos and 79% of 
those that have not been trained receive income of 
less than 100 million.

Source: Authors. 

Figure 2. Organizational characteristics of SMEs in the commerce and service sector  
of the Municipality of Palmira – weaknesses

Insufficient
capital

Low level of 
associativity

Weak
administrative

processes

Weaknesses
Lack of research 

and training

Low level of 
technification

Weak strategic
planning

Note: Based on the quantitative study for the determination of the factors with the greatest impact on the results of SMEs in 
the City of Palmira, in this case, the analysis of the elements was characterized as their weaknesses.
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Table 2. Contingency matrix between sales and 
institutional support

Source: Prepared by the authors based on the survey  
“Profile of SMEs in the trade and services sector 2018.”

Sales
Institutional support

Yes No

Less than $100 annual millons 21% 79%
More than $100 millon 
annually 71% 29%

Benefit programs for companies are provid-
ed by different institutions, among which is 
Bancoldex, Fondo Emprender, Procolombia, 
among others. The institution that contains the 
highest percentage of beneficiary companies is 
the Progress Foundation, 43% of the surveyed 
companies claim to be beneficiaries of some 
program of that institution. On the other hand, 
Procolombia and Proexport are the ones with 
the lowest incidence.

The results of both the observed and expected 
frequencies and the statistic for the hypothesis 
contrast are evidenced. As with the institutional 
support variable, in this case, the hypothesis of 
independence between sales and being a bene-
ficiary of programs is rejected, indicating that 
being a beneficiary of a program of the afore-
mentioned institutions positively affects the 
competitiveness of the business.

Another variable to consider is the communi-
cation of the company with its customers. It is 
observed that companies communicate regu-
larly with them once a week, which would be 
considered positive as long as the communica-
tion is effective, an aspect that is not evident in 
the survey. However, the fact that a percentage 
higher than 80% communicates once a week 
with its customers is indicative of the purpose 
of consolidating a stable relationship with them.

The company’s target market is another essen-
tial element of the communication of the com-
pany with customers, additionally, it is a varia-
ble that indicates the level of dependence that 
the company has on its local market. In that 
sense, sales are expected to be enhanced, as 
firms have wider markets to offer their products. 
It is clear that the companies that achieve the 
internationalization of their production pro-

cess are not the majority. However, companies 
are not dependent on their local market (city), 
the majority (45%) has inf luence on the regional 
market (department), followed by the national 
destination (35%).

A fundamental factor to achieve greater com-
petitiveness is the internationalization of the 
target market to which the products or servic-
es from the company are directed (De la Cruz 
et al., 2006). It is assumed that companies that 
manage to expand their markets outside the 
borders of the country of origin have less de-
pendence on local demand, which would imply 
strengthening the company’s sales. It is interest-
ing to highlight that 100% of the companies that 
internationalize their market achieve the sales 
of over 100 million pesos, a result that would 
imply a statistical relationship at the population 
level with both variables.

On the other hand, the variable financial man-
agement is analyzed, with which it is intended 
to determine whether or not the companies that 
perform internal management of their finances 
restrict their sales potential due to the opportu-
nity cost involved in that decision. It is evident 
that the percentage of companies with sales 
greater than 100 million pesos is higher when 
they delegate the management of their finances 
to external institutions.

Another variable taken into account as an ex-
planatory of sales was the investment in tech-
nology. From the point of view of economic 
theory, technological advances allow greater 
productive efficiency in the companies and the 
expansion of their products in the market, re-
sulting in higher sales. It is evident that 70% of 
the companies surveyed claim to have made in-
vestments in technology in the last year.

3.3. Econometric model

After the descriptive and inferential analysis, the 
estimation of an econometric model is developed 
that allows observing the degree to which each 
of the explanatory variables is related to sales, 
leaving everything else constant, unlike the Chi-
Square test that allows identifying only if a couple 
of variables are independent from each other.
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Due to the nature of the dependent variable, 
which takes the values of 1 (sales of more than 
100 million pesos) and 0 (sales of less than 100 
million pesos), the econometric estimation 
method that best adjusts according to the spec-
ification defined in equation (1) is the logit. The 
above is supported by observing the values re-
ported in the Akaike and Bayesian information 
criteria, the decision rule being the choice of 
the model with the lowest statistic. However, al-
though the logit model presents a linear trans-
formation in the variables, the probabilities of 
occurrence of the event under study are not line-
ar. In addition, the logit model assumes that the 
logarithm of the odds ratio is linearly related to 
the explanatory variables, and in this way, the 
regression coefficients express the change in the 
logarithm of the probabilities, when one of the 
explanatory variables changes in a unit and the 
others remain constant.
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Table 3. Information criteria

Source: Authors.

Statistic Logit Probit
Observations 222 222
Log-likehood –71.682 –72.635
Pseudo R-square 0.44 0.43
Akaike 167.364 169.271
Bayesiano 208.196 210.103

In order to evaluate a series of explanatory vari-
ables that contribute to the analysis of sales made 

by the companies under study, a total of 10 vari-
ables were incorporated procedurally (Table 5), 
some of them reported the statistical significance 
and the sign that would be expected according to 
the economic institution. The above results in a set 
of 8 models are reported in Table 6. In addition, 
when observing the pseudo R-square, the evalu-
ation of these variables provides the predictive 
power to the estimated models, since it went from 
29.4% to 43.8%.

Table 4. Functional form
Source: Authors.

Variables Funcional form

Gross sales 1 = “100 million or more”;  
0 = “Up to 100 million”

Number of employees
1 = “10 or less”;  
2 = “Between 10 and 20”;  
3 = “20 or more”

Program beneficiary 1 = “Yes, we have been a beneficiary”;  
0 = “We have not been a beneficiary”

Customer 
communication

1 = “Once a week”;  
0 = “Once a month or never”

Communication with 
suppliers

1 = “Once a month”;  
0 = “Once a week or never”

Institution support 1 = “No, we don’t have had support”;  
0 = “Yes, we have had support”

Economic sector 1 = “Services”;  
0 = “Commerce”

Type of company 1 = “S.A.S”;  
0 = “Others”

ICT Invest 1 = “Yes, we have invested”;  
0 = “No, we don’t invest”

Financial management 1 = “In house”;  
0 = “3rd party”

Financial situation 1 = “Very precisely”;  
0 = “Great features or little”

The results of the econometric model for each of 
the explanatory variables taken into account are 
described further.

Regarding the variable number of employees, it 
was found that as personnel increases in the com-
panies, it is related to an increase in the probabil-
ity of having gross sales of more than 100 million 
pesos. Punctually, companies with a staff between 
10 and 20 employees and more than 20 employ-
ees have to increase the probability of reaching 
said sales between 0.12 and 0.41 percentage points, 
respectively.

The results also suggest that the frequency with 
which the companies communicate with their 
suppliers positively affects the probability of sales 
in reference, since those who communicate once 
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a month with suppliers have an increase in the 
probability of 0.23 percentage points. The forego-
ing may be supported to the extent that to meet 
the demands of the market in terms of marketing 
and subsequent sale of goods (services), the com-
munication with the suppliers would give the in-
dications of the productive dynamics within the 
companies.

Another interesting result is that the lack of sup-
port from programs aimed at strengthening small 
and medium-sized enterprises means a reduction 
of at least 0.15 percentage points in the probabil-
ity of having sales greater than 100 million. This 
result demonstrates the importance of generating 
the socialization strategies for actors that guide 
the economic activities in certain sectors, since 
their instruction generates the positive market 
results.

Finally, the financial management and knowledge 
of the financial situation of the company affects 
the probability of having sales in excess of 100 
million. The first variable mentioned suggests that 
those companies that have some sort of separabil-
ity of functions in the financial field delegated to 
employees outside the company are more likely 
to have sales in excess of 100 million; result that 
could be based from the perspective of corporate 
finance to the extent that managing the resources 
of the company itself can lead to results not as ef-
ficient as if they are managed by third parties. In 
the meantime, knowing the company’s situation 
accurately suggests an increase in the said prob-
ability, which demonstrates the importance of 
maintaining constant supervision of its financial 
structure, which may give a margin of action for 
possible interventions both at the time of good 
market results and in bad ones.

Table 5. Results of the econometric model 
Source: Authors.

Variables (1) (2) (3) (4) (5) (6) (7) (8)

Number of employees 
[2 = “Between 10 and 20 
employees”]

0.165*** 0.171*** 0.144*** 0.0143*** 0.0144*** 0.0145*** 0.141*** 0.121***

–0.046 –0.047 –0.043 –0.043 –0.043 –0.044 –0.044 –0.041

Number of employees [3 = “20 
or more employees”]

0.407*** 0.410*** 0.351*** 0.350*** 0.351*** 0.351*** 0.341*** 0.337***

–0.049 –0.051 –0.056 –0.056 –0.056 –0.057 –0.059 –0.063

Program beneficiary [1 = “Yes, 
we have been a beneficiary”]

0.0749 0.0665 –0.00502 –0.00646 –0.00202 –0.00199 0.0103 0.000175

–0.052 –0.052 –0.072 –0.072 –0.07 –0.07 –0.069 –0.078

Customer communication 
[1 = “Once a week”] –

0.0863 0.0234 0.0206 0.0176 0.0174 0.0194 0.049

–0.075 –0.064 –0.063 –0.062 –0.061 –0.06 –0.07

Communication with suppliers 
[1 = “Once a month”] –

0.227** 0.206** 0.210** 0.208** 0.207** 0.181** 0.105

–0.103 –0.093 –0.093 –0.094 –0.094 –0.085 –0.075

Institution support [1 = “No, we 
do not have had support”] – –

–0.178*** –0.181*** –0.180*** –0.181*** 0.168*** –0.146**

–0.065 –0.065 –0.065 –0.065 –0.062 –0.061

Economic sector [1 = Services] – – –
–0.0177 –0.019 –0.0193 –0.0167 –0.0368

–0.043 –0.042 –0.043 –0.042 –0.041

Type of company [1 = “S.A.S.”] – – – –
–0.0203 –0.0196 –0.026 –0.0286

–0.041 –0.04 –0.039 –0.039

ICT Invest [1 = “Yes, we have 
invested”] – – – – –

–0.00473 0.00839 0.00298

–0.042 –0.043 –0.045

Financial management [1 = “In 
house”] – – – – – –

–0.0788* –0.0598

–0.041 –0.042

Financial situation [1 = “Very 
precisely”] – – – – – – –

0.157**

–0.061

Observations 222 222 222 222 222 222 222 222

Pseudo R-square 0.294 0.334 0.382 0.383 0.384 0.384 0.399 0.438

Note: Level of statistical significance: *** Significant variable at 1%, ** Significant variable at 5%, * Significant variable at 10%.
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CONCLUSION

SMEs in the commerce and services sector are the main generators of market diversification and un-
employment reduction, which allows increasing and boosting the GDP of the countries, although as 
the years go by, they tend to increase, they are not being created under an organizational structure that 
allows them to be competitive and, therefore, to sustain themselves in the market.

Specifically, in the Municipality of Palmira, Valle del Cauca, SMEs do not have a well-established stra-
tegic aim or good strategic planning, which is why their level of competitiveness is not representative 
but they remain in the market because they implement the traditional 5 P’s of marketing (price, product, 
promotion, place, people), although presenting the flaws in the constant staff training and in the tech-
nification of their facilities.

The companies in Palmira work towards increasing their level of competitiveness, strengthening the 
quality, efficiency and effectiveness, productivity, technology, among other factors. However, even 
though innovation is the main index to measure the competitiveness in most companies in the world, 
in case of Palmira, it is not carried out permanently and inherently in the processes, they do not do it 
constantly, they opt for it when they consider that their products or processes are lagging behind, or 
have become obsolete.

Since the commerce and services sector does not require much initial investment, it tends to be sup-
ported by government entities and some educational institutions more because, for the same reason, 
they tend to create much of the same without adding a differentiating factor. Due to the aforementioned 
characteristics, it is concluded that one of the reasons why the competitive advantage of these compa-
nies is weak, based on the definition given by Porter (2015), is the lack of research and planning, which 
leads to non-innovation. Therefore, habitually these do not differ from their competitors, which gener-
ates a lack of creation of a unique offer that makes their customers prefer them. 
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