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Participation in Business Networks
and Barriers to the Development
of Small and Medium-sized Enterprises

Abstract. The article focuses on barriers to development of small and medium-sized enterpris-
es (SMEs) in the context of networking. It shows that the most-known important barriers: high taxes,
high labor costs and bureaucracy should be supplemented with recruitment problems and the most
burdensome group of barriers are administrative and legal ones. Belonging to business networks
can limit market barriers. In addition, attention was paid to the fact, that the perception of barriers
by entrepreneurs is very diverse, even for companies operating in one business network, in the same
branch, carrying out the same type of business.
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1. Introduction

The importance of small and medium-sized enterprises (SMEs) for the econo-
my is often underestimated. However, it should be noted, that in developed coun-
tries they constitute around 99% of the number of all enterprises and they employ
about 70% of all employees [OECD 2017: 6]. In Poland, these companies con-
stitute 99.8% of companies, they produce nearly three quarters of GDP and em-
ploy almost 60% of the total number of employees in the enterprise sector [PARP
2018]. SMEs build solid foundations for economic growth — they are flexible, they
can easily adapt to customer expectations, as well as changing market conditions
[Zuzek 2011: 348].
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Although we are on a high place in Europe in terms of the number of emerg-
ing companies, unfortunately, the number of liquidated companies is not much
smaller. The answer to the question of why small businesses are closing down
seems to be fundamental to the development of this business sector. It is impor-
tant to identify and analyze barriers to SMEs development in Poland. In dynamic
environment, it is becoming more and more important to have current knowledge
about the factors and conditions limiting the development of SMEs [Danielak,
Mierzwa, Bartczak 2017: 5].

Barriers to SMEs development depend on many factors, e.g.: company lo-
cation, industry, company size [Kogut 2017: 56]. They can be divided into in-
ternal and external. Internal barriers to SMEs development result mainly from
the disturbed organizational structure and ill-considered strategy. We can observe
incorrect management, wrong decisions or lack of contractor structure analysis
[Ol6wko 2016: 204]. In other words, the limitations of SMEs often result from
their weaknesses [Piorunowska-Kokoszko 2018: 48].

However, entrepreneurs are most affected by external barriers, related to
changes taking place in the business environment of these companies, e. g. unfa-
vorable economic and financial as well as institutional and legal conditions [Szcze-
paniak 2010: 266]. These barriers result from the company’s environment and are
associated with its low potential, high complexity and uncertainty of operation in
a changing economic environment [Danielak, Ggbska 2017: 84].

The purpose of this article is to answer the question, what most disturbs entre-
preneurs in running and developing their small and medium-sized companies and
whether perception of development barriers is different for companies which are
a part of business networks.

The following research hypotheses were made:

— networking reduces the burdensomeness of some barriers to SMEs devel-
opment,

— legal instability is the most burdensome barrier to running SMEs.

The desk research method was used to analyze scientific literature and various
types of reports. In addition, as part of the pilot study, a survey was conducted
among owners and managers of SMEs from one business network.

2. Barriers to SMEs development
in the light of previous research

The literature review was focused on Polish literature, because the article
concerns Polish enterprises, and the results are compared to other Polish studies.
Barriers to the development of SMEs were often at the center of scientific interest
around 2010 [Borowiecki, Siuta-Tokarska 2008; Szczepaniak 2010; Zuzek 2011;
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Steinerowska-Streb 2012]. In the review of the research results on this subject
Stawomir Wawak [2018] mainly refers to scientific papers from this period.

Numerous studies on SMEs development barriers often focus on selected
group of barriers, and as a result their order in terms of nuisance is established.
High taxes, high labor costs and bureaucracy are usually on top places. Other bar-
riers often differ from each other. There are even opinions that conducting such
research does not make sense, because employers still answer the same.

Currently, part of the research on barriers to SMEs development are rather
review articles [for instance: Danielak, Gebska 2017; Kogut 2017; Wawak 2018].
Another group of authors focuses on specific business development barriers, for
instance Adam Samborski [2017] analyzes fiscal barriers to entrepreneurship de-
velopment in Poland and Malgorzata Stawicka [2017] barriers to innovation of
SMEs. Part of the research concerns particular industries [Jarosz, Zowada 2017;
Jeznach et al. 2016], some areas of Poland [Wardecka 2017; Zuzek 2018; Puciato,
Puciato 2016] or comparison of the nuisance of development barriers for various
groups of enterprises [Steinerowska-Streb 2014]. It should be noted, however,
that the number of scientific publications on the barriers to SMEs development in
Poland has declined recently.

The analysis of research and opinions related to the business environment
brings interesting results. It turns out that the biggest barriers to SMEs develop-
ment are perceived here slightly differently. President of the Employers of the
Republic of Poland Andrzej Malinowski claims: “Broadly understood bureauc-
ratism — unclear regulations, lack of stability of the legal environment, excessive
reporting, administrative tardiness and lengthy procedures — is a bigger problem
for Polish entrepreneurs than business competition” [Grant Thornton 2016: 2].
The Polish Employers’ Association also notices this problem. In 2016, in a com-
missioned study of the biggest barriers to running your own business in the first
three places they were in order: labor costs, legal instability and excess bureau-
cratic obligations. In 2017 and 2018, the instability of the law definitely moved to
the first position and it is already indicated by over 70% of respondents [Maison
& Partners 2018: 3].

3. Networking and development barriers

Networks multiply the capabilities of an individual, giving it an advantage
in the ecosystem, social and economic life [Czakon 2012: 14], what in the era of
globalization, growing competition and a constantly changing environment has
a great value. Among others, in order to reduce development barriers, small and
medium-sized enterprises create business networks, which allow them to gain
a competitive advantage and give them the opportunity to enter new markets or



16 Alina Czapla

acquire new groups of recipients. Access to new suppliers, option to extend ex-
isting offer, gain an advantage among independently operating companies in the
same industry whether saving time are just some of the benefits obtained [Pio-
runowska-Kokoszko 2018: 51-52]. Good commercial conditions, access to a wide
range of goods and brand value are other positive aspects of belonging to a busi-
ness network [Czapla 2018: 128]. Katarzyna Tubielewicz [2017: 98] emphasizes
the synergy effect resulting from cooperation between enterprises in the network,
the opportunity to co-create key competences and distinctive abilities being the
basis of success in a given sector, improving the knowledge management, effi-
cient flow of key technological and information resources, building a broadly un-
derstood positive image of network businesses, creating business platforms within
existing networks based on knowledge, experience and competences of network
participants.

The above benefits contribute to increasing the competitiveness of SMEs be-
longing to network structures. They can also contribute to reducing the burden of
some development barriers. This is especially true for barriers from the market
category, as it is shown in Table 1.

Table 1. Benefits of networking and market barriers to SMEs development.

Market barriers to SMEs development Examples of networking benefits

— too much competition — increase of competitiveness
— synergy effect
— brand value

— difficulties in getting clients — possibilities to enter new markets

— possibilities of acquiring new groups of
recipients

— possibilities to extend the offer

shortages on the market

favorable contracts with suppliers
access to a wide range of goods

difficulties in getting suppliers

access to new suppliers

unattractive supplier offers

obtaining good commercial conditions

insufficient access to information

improving the knowledge management

— efficient flow of information resources
— creating knowledge-based business platforms

Source: own elaboration.

In the case of financial barriers, such as for example high taxes, too high credit
costs or lack of funds for investments creating such table seems impossible. The
situation is similar with regard to legal and administrative barriers, such as the
instability of law, complicated regulations or an excessive number of inspections.
As for internal barriers, the corresponding benefits can be indicated for some of
them (Table 2).
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Table 2. The benefits of networking and the internal barriers to SMEs development

Internal SMEs development barriers Examples of networking benefits
— problems in management — know-how
— insufficient management knowledge — possibility of co-creating key competences
— insufficient staff skills — training organized by the network
— aiming to avoid risk
— problems with succession

Source: own elaboration.

Based on the analysis of the literature, it can be concluded that networking
helps mainly to eliminate market barriers to development.

4. Research methods

The study was prepared in the form of a survey for entrepreneurs. Closed
questions were used to easily compare the results obtained. A comprehensive list
of possible barriers was created on the basis of available research results. Twenty
seven barriers were selected based on literature review, then they were divided
into four groups: financial barriers, legal and administrative barriers, internal
problems of the company and problems related to the functioning of the market.
The questions were placed in the survey in a random order (within each group).

The research uses an estimated scale. The results on the estimated scales
can be treated in the social sciences as quantitative variables [Wieczorkowska,
Wierzbinski 2007: 54]. A seven-point Likert scale was used (1 means that a given
factor does not interfere with running a business, and 7 means that it is very dis-
turbing in running a business). This is due to the belief that the number of possible
answers should be unpaired, to allow respondents to choose the middle option. In
addition, the frequently used 5-point scale was considered insufficient, because
respondents often tend to reject extreme answers.

The research is a pilot study, which aims to pre-verify hypotheses. It is the
first stage of research, in the future it is planned to conduct a quantitative research
using a prepared questionnaire.

The survey was conducted during the conference of the partners of the Grupa
Polskie Sktady Budowlane network in November 2018. It was a meeting of own-
ers and managers of commercial enterprises operating in this business structure.
The PSB Group has about 400 members, nearly half of them have participated in
the conference. Most companies have been represented by several people. So the
questionnaires were filled not only by competent people, but in most cases several
managers from the same company worked together. As a result, 57 questionnaires
have been correctly completed.
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The sample cannot be considered representative. Not only the number of
completed questionnaires is too small, but also the companies participating in the
survey cannot be considered randomly selected. However, if we treat the conduct-
ed research as exploratory and concerning this particular network of enterprises
(PSB Group), then response of around 15% of all network partners should be
considered sufficient.

5. Research results

The obtained data were statistically processed. First of all, all questionnaires
and all barriers to running a business were taken into account.

It turned out that for the examined group of companies problems with employ-
ees, both with obtaining them (1% place) as well as with high employment costs

Chart 1. Barriers to the development of small and medium-sized enterprises

problems with recruiting employees
high employment costs

excessive bureaucracy

too high taxes

complicated regulations

too much competition

activities of offices and officials
problems with receivables

law instability

different interpretations of the law
insufficient staff skills

difficulty getting customers
tardiness of the courts

shortage on the market
unattractive supplier offers
management problems

arbitrary clerical decisions
insufficient management knowledge
pursuit of risk avoidance

lack of funds for investments
corruption

high loan costs

excessive number of inspections
insufficient access to information
problems with succession
difficulties to acquire suppliers
difficulty getting a loan

Source: own elaboration.
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(2), are the most burdensome. Excessive bureaucracy (3) and high taxes (4) were
also highly classified. Each of these four barriers obtained an average score well
above five points. Next, we have complicated regulations (5), too much competi-
tion (6), activities of offices and officials (7) and problems with receivables (8)
(Chart 1). A large group of successive barriers was assessed at a similar level of
nuisance.

Due to the fact that the barriers have been divided into groups, we can deter-
mine the most burdensome ones in each group. Among financial barriers, high
employment costs (1), high taxes (2) and problems with receivables (3) deserve
special attention (Chart 2).

Chart 2. Financial barriers to the development of small and medium-sized enterprises

difficulty getting a loan

high loan costs

lack of funds for investments
problems with receivables
too high taxes

high employment costs

Source: own elaboration.

Among the legal and administrative barriers, excessive bureaucracy comes
first (1), but complicated regulations (2), activities of offices and officials (3) and
instability of the law (4) are also emphasized (Chart 3).

Chart 3. Legal and administrative barriers to the development
of small and medium-sized enterprises.

excessive number of inspections
corruption

arbitrary clerical decisions
tardiness of the courts

different interpretations of the law
law instability

activities of offices and afficials
complicated regulations

excessive bureaucracy

Source: own elaboration.
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Among the internal barriers to SMEs development, particularly insufficient
staft skills were highlighted (1) (Chart 4).

Chart 4. Internal barriers to the development of small and medium-sized enterprises

problems with succession

pursuit of the risk avoidance
insufficient management knowledge
management problems

insufficient staff skills

Source: own elaboration.

In turn, the most important market barrier is the problem with recruiting em-
ployees (1), too much competition (2) and difficulty getting customers (3) (Chart 5).

Chart 5. Market barriers to the development of small and medium-sized enterprises

difficulties to aquire suppliers
insufficient access to information
unatractive supplier offers

shortage on the market

difficulty getting customers

too much competition

problems with recruiting employees

Source: own elaboration.

Analyzing individual barriers, the conclusion is that problems with employees
are most difficult for entrepreneurs to run their business. However, if we analyze
the results obtained in terms of which of the groups of barriers is the most impor-

Chart 6. Nuisance of particular groups of development barriers
for small and medium-sized enterprises

legal and administrative barriers
financial barriers

market barriers

internal barriers

34 3,6 3,8 4,0 4,2 4.4 4,6

Source: own elaboration.
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tant, it turns out that the most burdensome group of barriers are legal and admin-
istrative barriers (Chart 6).

On the basis of the results obtained, a comparative analysis was also carried
out due to the size of the enterprise. 37 small and micro enterprises (0-49 employ-
ees) and 20 medium enterprises (50-249 employees) took part in the study.

In the category of small and micro companies, the most troublesome barriers
are also problems with recruiting employees (1) and high employment costs (2),
but in the next places we note changes: 3 — too high taxes, 4 — excessive bureau-
cracy, 5 — problems with receivables, 6 — too much competition. A significant
change also appears in the issue of the most important groups of barriers — finan-
cial barriers come first, but legal and administrative barriers received almost the
same number of points.

In the group of medium-sized enterprises, excessive bureaucracy comes first,
followed by problems in recruiting employees, high taxes and high employment

Chart 7. Perception of development barriers depending on the company’s size.
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costs. The group of legal and administrative barriers ranks definitely first, but gen-
erally perceived barriers are slightly less onerous than for small and micro com-
panies. Comparison of results for companies depending on the size is presented
in charts 7 and 8.

Based on chart number nine, we can see that larger companies are better able
to deal with development barriers. This is particularly true of financial barriers.

Chart 8. Comparison of groups of development barriers depending on the company’s size
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Source: own elaboration.

Attention should be paid to the large discrepancy in the responses of entre-
preneurs. The standard deviation for particular responses ranges from 1.41 up to
2.09. Further analysis shows that also the perception of the degree of nuisance of
barrier groups among entrepreneurs is not the same. Although most entrepreneurs
emphasize legal and administrative barriers, each group of barriers is particularly
burdensome for some companies. It is also interesting to compare the average
degree of nuisance declared by individual companies (Chart 9).

Some companies emphasize the burden of business barriers — the highest aver-
age is 6.63, and some hardly see them — the lowest average is 1.59.

Research conducted so far was most often limited to the single or multiple-
choice question about the most burdensome barriers to doing business. To com-
pare the obtained results with previous studies, it was assumed that the most bur-
densome barrier for a given company is the one which received the most points.
The obtained results are presented in Chart 10.

This time, excessive bureaucracy came first, followed by high employment
costs, problems with recruiting employees and too high taxes. The change in the
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Chart 9. Average level of nuisance for development barriers for individual SMEs
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Chart 10. SMEs development barriers, which are most often mentioned as the most important
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way data is interpreted has changed the order of the most important barriers to
SMEs development, although the first four places again took the same problems.
In addition, six of the first nine places were taken by legal and administrative bar-
riers. However, this approach showed something different. None of the barriers
was mentioned as the most important even by half of the surveyed entrepreneurs.
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We can therefore conclude that the perception of the biggest problems in running
and developing companies is very diverse.

6. Discussion

The exploratory study does not support the hypothesis, that legal instability is
the biggest barrier to doing business by SMEs in Poland. On the other hand, the
group of legal and administrative barriers is the most burdensome for the exam-
ined group of entrepreneurs. Importantly, the perception of barriers by entrepre-
neurs is very diverse. The discrepancies in the responses of the respondents were
very large, although the surveyed companies belong to one business network, deal
with the same industry and conduct the same type of business.

During the analysis of research results, a discrepancy was found in the conclu-
sions received, depending on how the data received was interpreted. Therefore,
only information that has been confirmed in both approaches can be considered
as the result of the analysis. It was established that the biggest barriers to SMEs
development are: bureaucracy, problems with recruiting employees and the costs
of their employment, as well as too high taxes. The order of these barriers has not
been clearly established. It was also found that the group of legal and adminis-
trative barriers is the most burdensome for entrepreneurs. Of course, the results
obtained cannot be generalized, they concern a specific group of companies from
a specific business network and a selected industry. They can, however, form the
basis for formulating hypotheses for future quantitative research.

The ambiguity of the results depending on the method of interpretation is also
important information regarding the comparison of the results of various studies
in this area. In order for such comparisons to be justified, the method of conduct-
ing research and the method of analyzing results should be known. Literature
review shows that barriers to business development are examined primarily using
surveys, while the questions asked to respondents are different. Multiple or single
choice closed questions are usually asked:

Which development barriers are the most burdensome?

Which development barrier is the most burdensome?

Sometimes respondents have a different task — ordering developmental barri-
ers by level of nuisance. It should be noted that the conclusions, depending on the
command variant, may differ significantly. For this reason in the study conducted
by the author the respondents were asked to assess the degree of nuisance of par-
ticular development barriers. This method provides a lot more information, how-
ever, the results cannot be directly compared with other studies. Because among
recent research on barriers to the development of SMEs in Poland, analogical
research has not been found, so, based on the answers received in the survey,
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it cannot be concluded whether networking has an impact on the perception of
SMEs development barriers.

Nevertheless, this issue was discussed based on a literature review. It can be
said with certainty that such an impact exists especially in the case of market bar-
riers, although its significance is difficult to estimate.

7. Conclusions

The barriers to SMEs development have certainly not yet been thoroughly
explored, and their complexity is far greater than it may seem. Problem analy-
sis should not be limited to identifying the most significant barriers, it should
take into account the size of the company, experience, industry specificity, type
of business and other relevant aspects, such as belonging to a business network.
The most important results of the conducted study show, that the main barriers to
development most frequently mentioned by entrepreneurs: high tax burdens, high
labor costs and bureaucracy should be supplemented with problems in recruiting
employees. It should also be emphasized that the most important group of barri-
ers are administrative and legal barriers. Reducing the burden on some barriers to
SMEs development can certainly be achieved through networking, but the data
received is not sufficient to estimate a size of this impact. In addition, the survey
showed that the perception of barriers by entrepreneurs is very diverse, even for
companies operating in one business network, in the same industry, carrying out
the same type of business.

The study has some limitations. Only one network organization was analyzed,
and the number of respondents was small. Comparing the results with the previ-
ous ones also proved to be problematic.

Therefore, it is advisable to conduct quantitative research based on a prepared
questionnaire both among networked and non-networked companies. An in-depth
comparative analysis of the results obtained can yield interesting results.

Please note that the results obtained may also have practical applications.
Conclusions from the research on the factors limiting barriers to conducting busi-
ness by small and medium-sized enterprises can be the basis for right actions not
only on the part of entrepreneurs.
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Uczestnictwo w sieciach biznesowych
a bariery rozwoju malych i Srednich przedsiebiorstw

Streszezenie. Artykul dotyczy barier rozwoju malych i $rednich przedsiebiorstw (MSP) w kon-
teksScie usieciowienia. Pokazuje, Ze powszechnie znane najbardziej ucigzliwe bariery: wysokie po-
datki, duze koszty pracy oraz biurokracje nalezy uzupetnic o problemy z pozyskiwaniem pracowni-
kow, zas najbardziej ucigzliwg grupq barier sq bariery administracyjno-prawne. Przynaleznos¢ do
sieci biznesowych ogranicza przede wszystkim ucigzliwos¢ barier rynkowych. Ponadto zwrécono
uwage, ze postrzeganie barier przez przedsiebiorcow jest bardzo zroznicowane, nawet w przypad-
ku firm dzialajgcych w jednej sieci biznesowej, w tej samej branzy, prowadzgcych ten sam rodzaj
dziatalnosci.

Stowa kluczowe: sieci biznesowe, usieciowienie, male i srednie przedsigbiorstwa, MSP, ba-
riery rozwoju



