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Abstract

Support to small and medium sized enterprises (SMEs) is a major dimension of government policy throughout the EU and beyond. Much support has focused on providing advice to the start-up business in its early stages of growth. Attention is also placed on encouraging the growth of businesses which are established but are encountering growth barriers of various kinds. 

This research was undertaken in order to examine the impact of a UK publicly-funded SME development agency, Business Link, on small firms in Northamptonshire, a county in England. The paper examines trends related to: (i) the uptake of business support in the Northamptonshire area; (ii) characteristics of firms using business support; and (iii) correlations between business support provision and firm performance. The analysis provides an indication of relationships between use of business support services and growth potential and tendency of firms taking up these services.

Data cleaning from 980 responses identified 720 valid responses on which the analysis was based. We ran a series of regression models using E-View software in order to analyze the relationship between business link and firm growth. Each model was based on postulated effects of support on SME development.

Our findings show that: (1) Business Link services are offered to new and micro-enterprises as well as to more established and larger SMEs, i.e. there was no discernible size-effect or ‘bias’; (2) firms that were increasing their employment became more likely to use Business Link services; (3) use of Business Link and increasing turnover were strong influences on propensity to source internationally.

Our key conclusions are twofold: (1) employment growth causes firms to seek out and use Business Link services; (2) firms that are using Business Link and have increasing turnover are more likely to be sourcing internationally. This suggests that the impetus to seek out Business Link varies by development challenge. These findings indicate that providers of business development, advisory and brokerage services, such as Business Link, need to develop different forms of engagement with SMEs depending upon the nature of their of development challenge.
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1.
Introduction: institutional evolution, service consolidation and the impact of Business Link on firm performance

Business Link has been a principal provider of publicly-funded support services for small and medium-sized enterprises (SMEs) since its establishment in 1992. At that point, the rationale for establishing Business Link was one of rationalisation, in order to reduce overlap in provision across government departments by bringing together disparate government services to smaller firms into a ‘one top shop’ model of integrated service provision (Bryson et al., 1999; Priest, 1997). Since this period, the role and remit of Business Link has changed; from a provider of integrated smaller firms to a brokerage service, and most recently to function as the “primary access route for businesses seeking publicly-funded business support” (DTI, 2007a: 14).  There has also been variation in the Business Link client focus; with this shifting from smaller SMEs to larger small businesses over time, as well as temporal variations in provision of services to and preoccupation with stimulating new venture creation (Atherton, 2006).

Rationalisation of publicly-funded business support in recent years has transformed the nature and configuration of these institutions, from local franchises at sub-regional, often county level, into regional agencies overseen by Regional Development Agencies. These changes have been driven by HM Treasury’s ‘simplification’ agenda (as articulated in the 2006 Budget Report) and are being implemented through the Department of Trade and Industry, now Department of Business, Enterprise and Regulatory Reform (DTI 2007a, 2007b). In many ways, they represent a further refinement of the ‘consolidation’ agenda underpinning the rationale for establishing Business Link in the first place, and so represent a consistent central government emphasis on reducing the number of institutions and agencies providing publicly-funded services to SMEs.

The evolution of a logic of consolidation in the funding and configuration of publicly-funded services to SMEs has been informed by critiques of Business Link, and other publicly-funded provider organisations, over the period.  Although the Business Link brand is now recognised by the majority of SMEs, there is ongoing debate around the actual impacts of services provided on the performance and competitiveness of SME clients.  There is some evidence that substantive take-up of publicly-funded external services had “plateaued” by the late 1990s (Bennett and Robson, 2003).

Moreover, successive studies have found little or no evidence of links between firm performance and use of Business Link services (Foreman-Peck et al., 2006; Robson and Bennett, 2000).  Early assessments challenged the organisational and advisory ability of Business Link to enhance small firm performance, suggesting that the capacity of Business Link organisations determined the business development impacts and opportunities gained by SMEs taking up services from these agencies (Bennett et al., 2001; Bryson and Daniels, 1998).  Assessments of business advisers have questioned their effectiveness (Mole, 2002a) and the extent to which they offer services that are distinctive from established professional and private sector advisers (Mole, 2000)

The logic of institutional and service consolidation has been informed, in other words, by the variable and contested nature of impact assessment related to Business Link activity. Throughout the Business Link period of government support to SMEs, there has been substantial variation in performance and impact between local Business Link operators, and latterly franchises. Indeed, one aspect of the broader consolidation logic that appears to be informing central government policy and thinking has been successive reductions in the number of Business Link operators nationally, in part in order to address variations across Business Link areas in performance and customer satisfaction.  The franchising of Business Link operations locally has not, however, addressed localised differences in performance and impact, but appears to have sustained them (Bennett and Robson, 2004). Although overall levels of market penetration, and satisfaction, have been broadly consistent (and have increased), the impact of Business Link has varied considerably from location to location, in part because of the diverse nature of Business Link franchise organisations and the partners involved in different franchises.  Another driver of local variability has been the emergence of localised resistance to implementation of central government initiatives and modifications to the local operation of Business Link franchises.  The emergence of a “street-level technocracy” of business advisers, providing services based on their own personal experience and expertise, created bespoke and area-specific services that varied in mode and nature of delivery from Business Link to Business Link (Mole, 2002b).

Government consolidation of publicly-funded services to SMEs has been informed, since the establishment of Business Link in the early 1990s, by a desire to bring together disparate and as a result potentially confusing programmes and services into a smaller number of more centrally directed agencies. The regionalisation of business support seen in the most recent round of services consolidation is based on the rationale that there is a continuing need for simplification of business services provision based on government funding, In part, this appears to be an attempt to address distortions in market signals that may occur if many competing but insufficiently differentiated services are offered to SMEs with limited information search capacity.  Consolidation also appears to be informed by successive attempts to address localised variations in the quality and impact of service provision that have emerged in a localised and multi-agency institutional environment. This, in turn, implies that consolidation will continue while questions remain around these spatial and organisational variations in the impact, and effectiveness, of Business Link services across operating areas.

This paper explores one case of local Business Link impact, using data obtained from a survey of Northamptonshire firms that used Business Link services in 2005 and 2006. The survey was undertaken in order to examine the impact of business support measures on firms in the area, and explore the extent to which, and ways that, Business Link may or may not have encouraged and stimulated SME growth and competitiveness. 

The analysis in this paper seeks to determine trends related to: (i) uptake of Business Link and other business support services in Northamptonshire; (ii) characteristics of the firms using business support; and (iii) correlations between business support provision and firm performance. The analysis provides an indication of the relationships between use of business support services and growth potential and tendency.

2.
Methodology

The study focused on the effects of business support on firm growth, when defined as employment growth. Employment was used as a consistent measure of growth based on responses to the survey. Whereas only some firms reported financial data, most indicated number of staff and changes in employment. Although there are limitations to the use of a single measure of changing performance in firms, and to the use of number of employees as this measure, this approach can be justified on two grounds. Firstly, employment is a well-established policy measure for assessing the significance of small firms (as is evident from statistical data produced by the Small Business Service). Secondly, changes in employment provided a consistent means of comparing between the businesses participating in the survey.

Analysis and interpretation of the results was framed, and tempered, by the authors’ recognition that employment growth and increases in profitability, turnover and productivity are not necessarily or consistently correlated across small firms, and between sectors. As a result, we have examined variations across sectors as part of our analysis (section 4 below).

The survey was based on a sample drawn from 980 firms in Northamptonshire. As a starting point, we limited analysis to interviewees who responded to all questions in the survey.  Respondents not answering all parts of the survey were therefore excluded. As a result, of the 980 responses, we identified 720 valid responses and then ran regression models using E-View
 software in order to analyze possible correlations between use of Business Link services and firm growth, based on a series of propositions postulating relationships between use of these services and changes to firm performance (see below). 

3.
Analysing Patterns in Respondents’ Use of Business Link


Propositions

Four broad propositions were developed in order to analyse the data. Proposition 1 examines the possible explanations for employment growth. Propositions 2 and 3 assess the extent to which use of Business Link is driven by size or age. Proposition 4 seeks to understand what influences firm decisions to procure internationally.

Proposition 1 suggests that changes in employment are a function of three variables, namely: use of Business Link services; age of firm; and firm turnover.  This proposition assumes that, in most cases, employment is likely to be higher for older firms with higher turnover.  It also examines possible effect-relationships between age, size and use of Business Link services on employment size across the sample.  This approach identifies three possible effects:

1.
Firms using Business Link are likely on average to have more employment than firms not using Business Link.

2.
Older firms will have more employment than younger firms.

3.
Firms with higher turnover will have more employees than firms with lower turnover.

Proposition 1:  Employment = C(constant) + Use of Business Link + Age + Turnover + u (residual).

Proposition 2 suggests that the more employees a firm has, the more likely the firm is to use Business Link services.  This proposition tests for a size-effect in the take-up of Business Link services, i.e. it determines whether larger SMEs rather than smaller SMEs are more likely to seek out and use Business Link:

Proposition 2:  Use of Business Link = C(constant) + Employment + u (residual).

Proposition 3 extends proposition 2 by incorporating age as well as employment into the relational test for use of Business Link.  It therefore explores the extent to which use of Business Link is influenced by number of employees and age of business, with the following testable assumptions highlighted as a result:

1.
The more employees, the greater the probability of using Business Link services.

2.
The older the firm, the greater the probability of using Business Link services.

Proposition 3:  Use of Business Link = C(constant) + Employment + Age + u (residual).

The propensity for firms to be involved in the global economy via international sourcing can be seen as a ‘strong’ measure of high levels of internationalisation, in that it entails and is dependent upon relationships development and engagement with key suppliers in other countries.  International sourcing is likely to result from a more complex interplay of different dynamics which have been postulated as follows:

1.
An increase in employment increases the likelihood that a business will source overseas.

2.
An increase in turnover increases the likelihood of sourcing overseas.

3.
Firms using Business Link services are more likely to source overseas.

4.
Higher turnover corresponds with a greater likelihood of sourcing overseas.

Proposition 4:  Sourcing Outside the UK = C(constant) + Employment + Turnover + Business Link + Turnover Increase + u (residual).


Analytical Method

In the first proposition, we used Multiple Regression Analysis with qualitative information (Binary or dummy variable) as the explanatory variable. 

In the second and third models, we used Probit and Logit models, which overcome the shortcomings of the Linear Probability Model (LPM). LPM can produce values below zero and above one and so cannot be used with a dummy variable that only has a value of one or zero. Use of Business Link services was deployed as the dependent variable, with employment and age as explanatory variables. The dummy variable (Business Link take-up) is the dependent variable in these tests.

The final model used a multiple regression test. We used sourcing from outside of the UK as the dependent variable. Employment, turnover, increases in turnover, and use of Business Link were used as explanatory variables. In terms of the dependent variable, the survey data categorised international sourcing into percentage bands (0%; 1-10%; 11-25%; 26-50% and more than 50%).


Results

Proposition 1:  Employment is a function of (1) use of Business Link services, (2) age of firm, and (3) turnover.

The focus of Business Link support has changed over time, from a focus on growth companies in the mid nineties to a recognition of the importance of new ventures in the late nineties (Atherton, 2006).  More recently, Business Link services have re-positioned to focus on established small and medium enterprises, typically with 10 to 200 employees (Bennett and Robson, 2004).  The introduction of the ‘IDB’ brokerage model, and the shift to Business Link as the first contact point for public services to SMEs, are likely to lead to engagement with a wide spectrum of smaller businesses, suggesting that Business Link services may be offered to new and micro-enterprises as well as more established and larger SMEs. 

Proposition 1 tests for a relationship between firm size and take-up of Business Link services.  It also assesses the extent to which older firms and firms with higher turnover are likely to use Business Link.  

Table 1 indicates that there is a strong relationship between use of Business Link and employment.  On average, firms using Business Link have five more employees than firms not using Business Link.  In addition, firms using Business Link will be two years older than those not using Business Link, and their turnover will be higher.  These results are confident at a 5% significance level.

---------------------------------------------Insert Table 1------------------------------------------

Proposition 2: Use of Business Link services is a function of level of employment.

Table 2 indicates that there is a slightly positive relationship between number of employees and use of Business Link.  When the mean dependent variable is applied to this relationship, it indicates that a 1% increase in employment increases the probability that a business will join Business Link by 0.06% (0.33*(1-0.33)*0.002847*100 = 0.06).  In other words, firms that are increasing their employment become more likely to use Business Link.  For example, a fast-growing firm that employs an additional 100 staff has a 6% greater likelihood to use Business Link than a firm that has not increased its employment over the period.

--------------------------------------------------Insert Table 2-------------------------------------

Although the relationship is not particularly strong, Table 2 points to two key findings.  The first is that growing firms, when defined in terms of increases in numbers of employees, are slightly more likely to seek out and use Business Link as a service provider than firms that are not growing.  There is therefore a slightly positive relationship between size and growth of firm and propensity to use Business Link.  The second conclusion from Table 2 is that use of Business Link is a function of employment growth.  Growing businesses in other words seek out Business Link services as a result of employment growth.

Proposition 3:  Use of Business Link services is a function of employment and age.

When both age and employment are used as variables to assess take-up of Business Link services, using a Logit model, then the tendency for businesses with higher employment levels to use Business Link increases.  Calculating from the mean dependent variable, again, a 1% increase in employment raises the probability of joining Business Link by 0.14% (0.33*(1-0.33)*0.006344*100 = 0.14).  A business that increases employment by 100 therefore is 14% more likely to use Business Link than one that does not increase employment.  This holds at a 10% significance level.

-------------------------------------------------Insert Table 3--------------------------------------

There is a negative relationship between age and use of Business Link, indicating that more established firms are not more likely to use Business Link.  This supports previous studies that have found that the age of business has little or no influence on the level of use of Business Link services.

The results from testing propositions 2 and 3 indicate that firms that are growing in employment terms are more likely to seek out and use Business Link services.  It indicates as well that employment growth is not a function of age, i.e. that growth effects are not a function of age of firm and so will be seen in new ventures as well as established businesses.

What is particularly interesting in this analysis is the apparent driver of take-up of Business Link services.  Tables 2 and 3 indicate that firms that are growing in employment terms seek out Business Link.  Employment growth, in other words, causes firms to be more likely to seek out and use Business Link, rather than Business Link use causing employment growth.  This indicates that the role of Business Link is likely to be to assist firms in managing and responding to development and organisational issues that arise through employment growth, i.e. to assist in the absorption and deployment of new staff and to support a process of firm growth that is already in motion.

Proposition 4:  International sourcing is a function of employment, turnover, use of Business Link, and increasing turnover.

International sourcing is a useful indicator of the extent of engagement in trans-national market activity and globalisation, in that it is predicated on high levels of understanding of and engagement in other markets.  It therefore provides a more profound assessment of the international activities and capabilities of the surveyed firms than levels and value of exports.  It also provides a clearer indication of the extent of business integration into the wider international economy of surveyed businesses in Northamptonshire than exporting patterns, because it signifies the extent to which local firms are involved in wider supply chains and supplier relationships.

Table 4 indicates that all four variables have a positive relationship with firm tendency to source internationally.  Use of Business Link and increasing turnover are particularly strong influences on propensity to source internationally.  The results indicate that firms that have rising turnover, higher turnover and are using Business Link are markedly more likely to be sourcing internationally.

------------------------------------------------Insert Table 4---------------------------------------

4.
Analysing Sectoral Performance Trends


Approach and Analytical Method

In this section, we analyse performance by sector.  As with section 3, the analysis is based on specific propositions. Using the 13 sectors used to codify the survey data, we based our analysis on four aggregated sectoral groupings, as follows:

Group 1:
Manufacturing, energy/water, construction (SIC sectors 3 to 5)

Group 2:
Wholesale/retail, hotel/restaurant (sectors 6 to 7)

Group 3:
Business and financial services, transport/storage/communication (sectors 8 to 10)

Group 4:
Public administration, education, health/social work and other social (Sectors 11 to 13).

For each sectoral group, we tested whether employment size was influenced by use of Business Link, age, or turnover.  This proposition tested whether there were variations across sectors in terms of the relationship between size, by employment, and size (turnover) and age.  It explored whether there is a size effect difference across sectors:

Proposition 5: Employment = C(constant) + Use of Business Link + Age + Turnover + u (residual).

We also tested across the sectoral groups to see whether turnover increases were related to turnover levels, age and employment.  This test sought to determine whether growth was associated a size effect across the sectors, i.e. whether larger firms grew faster than smaller firms:

Proposition 6: Log (Turnover increase) = C(constant) + Log (Turnover) + Log (Age) + Log (Employment) + u (residual).

The final sectoral test sought to determine whether use of Business Link was influenced in different ways across sectors in terms of performance, size and age:

Proposition 7: Use of Business Link = C(constant) + Turnover increase + Employment + Age + u (residual).


Results

Table 5 indicates that there is a strong positive link between employment and greater use of Business Link for manufacturing, wholesale and retail, and business and financial services.  Not surprisingly, there is a negative relationship between employment size and use of Business Link for the private sector, which appears to reflect the focus of Business Link on the private sector.

------------------------------------------------Insert Table 5---------------------------------------

Age and turnover are also positively associated with employment across the sectors, although not as strongly as the relationship between employment and use of Business Link.  This indicates that firms with higher levels of employment are likely to have higher turnover levels and be older, i.e. employment effects are more evident amongst established larger firms than smaller, younger firms.

Table 6a is a linear regression model (OLS) with turnover increase as the Dependent Variable without distinction between sectoral groupings. Table 6b is the same regression analysis using grouping data. 

Table 6a shows an inverse relationship between growth, through turnover growth, and size, as measured by turnover and employment.  In other words, as firm size increases, the level of growth slows, indicating greater propensity for growth by smaller firms.  For example, a 1% increases in employment changes the turnover increase by -0.035%.

------------------------------------------------Insert Table 6a-------------------------------------

Table 6b shows a similar pattern for groups 1 (manufacturing), 2 (wholesale/retail), and 3 (business and financial services), i.e. that turnover growth is negatively related with overall levels of turnover and employment and slightly positively associated with age.  This suggests that growth, in financial terms, ‘slows’ the larger the firm.  It also indicates that older smaller firms are more likely to grow than smaller new firms, i.e. that turnover increases come after a period of establishment by new firms.  Growth in financial, and hence GDP, terms therefore appears to follow on from a ‘survival’ phase amongst new ventures and appears to require stabilisation of a new venture before it can increase its turnover.

------------------------------------------------Insert Table 6b-------------------------------------

What is particularly interesting about the results in Tables 6a and 6b are that they suggest that neither larger firms nor new firms are the ones most likely to grow in terms of turnover increases.  Instead, established small and micro firms that have built a ‘platform’ for growth are those that are most likely to grow.

Table 7 indicates that slightly younger firms with slightly higher employment and increasing turnover are slightly more likely to use Business Link services.  This suggests that Business Link clients are a distinctive ‘sub-set’ of growth firms, in that they are slightly younger than the profile for growth firms across the whole sample.

------------------------------------------------Insert Table 7---------------------------------------

The probability of growing firms using Business Link services varies only slightly by sector for businesses in manufacturing and wholesale/retail.  However, it is significantly higher for firms in the business and financial services grouping, indicating a much greater propensity for businesses involved in higher value-adding services to use external support when growing:

· In the manufacturing group, firms increasing their turnover by 1% raise their probability of using Business Link services by 0.14% [0.359*(1-0.359)*0.0063)*100 = 0.14].

· Wholesale/retail firms are only 0.07% more likely to use Business Link services for every 1% increase in their turnover [(0.2045*(1-0.2045)*0.004416)*100 = 0.07].

· The probability of business and financial service firms using Business Link services increase by 1.54% for every 1% increase in turnover [(0.376(1-0.376)*0.066)*100 = 1.54].

6.
Discussion

Demand for business support.  Three-quarters of respondents running businesses with up to 49 staff had heard of Business Link, and around 32% reported involvement with the organisation.  For larger SMEs, just over 60% were aware of Business Link, although the numbers of firms with employment between 100 and 249 that had been involved were significantly lower than the proportion of firms employing 50-99 staff (20% compared with 53.8%).  This indicates that smaller SMEs were slightly more aware of and more likely to be involved with Business Link.  The various tests indicate that larger firms, in terms of number of employees, were generally slightly more likely to be involved with Business Link than smaller firms.

Business Link involvement had a positive impact on internationalisation for firms in this sample.   Respondents who used Business Link services were more likely to source internationally.  Smaller, more established firms appeared to generate a significant proportion of turnover growth across the sample.  Business Link users that were growing tended to be younger.

Does demand for business support differ across sectors?  The most notable result from the analysis was the level of engagement of Business Link with growing firms involved in business and financial services and logistics.  There is a much greater propensity for firms with increasing turnover in these sectors to use Business Link, and this tendency increases faster than turnover increase, i.e. the likelihood of using Business Link increases disproportionately the greater the increase in turnover. This suggests that Business Link is a ‘port of call’ for value-adding service businesses that have grown rapidly, perhaps too rapidly, and as a result are facing further growth constraints.

The inclusion of logistics companies in this group is not surprising, given the relatively high population of logistics companies in and around Northamptonshire, and particularly areas of the county close to Peterborough and Milton Keynes.  The ‘spill-out’ effect from expansion of the Greater London/South East economy has generated rapid local economic growth in adjoining counties and local economies, including an expanding distribution and transportation sector (Hart and McGuinness, 2003).

Does demand for business support differ by firm size?  Younger SMEs tended to be slightly more likely to use Business Link services than older firms (c.f. Tables 3 and 7).  However, slightly larger firms, by both turnover and employment, are more likely to use Business Link.  In addition, there was only a small positive relationship between use of Business Link and increasing turnover in all sectors (Table 7).

This suggests that Business Link targeting in Northamptonshire has been on larger, younger firms.  There are two implications of this conclusion.  Firstly, there is a market focus on working with newer firms, suggesting an engagement in support that is focused on survival issues as well as growth.  Secondly, these newer firms tend to be larger and hence more ‘noticeable’ and easier to identify.  From a proactive targeting perspective, this raises a question as to whether larger new firms are seen as more likely to grow by Business Link.  There are some indications from our analysis that it is more established smaller firms that have a greater propensity to grow and that there are ‘diminishing marginal returns’ to growth as firms get bigger, i.e. smaller firms are likely to grow more than larger firms.

Does demand for business support vary between manufacturing and service sector firms?  Table 6b indicates that turnover growth is positively associated with age but negatively associated with turnover and employment, i.e. size indicators, across both manufacturing and service sectors.  There is, however, a greater tendency for higher value-adding service firms to seek out Business Link when they experience difficulties in managing the negative and constraining results of rapid growth.

Can any inferences be made between firm performance and regional economic performance?  Northamptonshire is a fast-growing economic area, benefiting from expansion of the greater South East economy.  The ‘spill-out’ effects generated by inclusion, or absorption, into a dynamic and growing wider economy are likely to generate SMEs that are engaged in a wider area of activity, geographically and in terms of activity.  The profile of SMEs analysed in this supplementary report to the survey suggests that these businesses expect to grow (Table 8) and expect to be able to manage that growth (Table 9).  These responses are coherent with a conducive and growing local economy, and suggest that growth-oriented SMEs are contributing to and are an important dimension of this economic growth.

------------------------------------------------Insert Table 8---------------------------------------

------------------------------------------------Insert Table 9---------------------------------------

Two provisional conclusions support this profile of a dynamic SME sector in Northamptonshire.  The first is the strong relationship between international sourcing, turnover increase and use of Business Link (Table 4).  This suggests a group of growth SMEs that are expanding into new markets and becoming more internationalised, i.e. a local ‘sub-sector’ of higher growth small businesses.

The second is the propensity for value-adding services to use Business Link services.  This can be seen as a ‘market barometer’, in that growing and successful firms (as measured by turnover increases) are seeking out and using external assistance.  There appears, in other words, to be a healthy local ‘market’ for business development services based on the responses from the surveyed firms.

7.
Conclusions and Implications

This study has analysed the results of a survey of Business Link use and non-use, and the likely implications for growth and development. Our findings show that:  (1) Business Link services are offered to new and micro-enterprises as well as to more established and larger SMEs, i.e. there is no discernible size-effect or ‘bias’; (2) more established and older firms are not more likely use Business Link services (3) firms that are increasing their employment become more likely to use Business Link services; (4) use of BL and increasing turnover are strong influences on firm propensity to source internationally, i.e. growth and engagement with Business Link increases the probability that firms will internationalise through procurement.

Our key conclusions are twofold: (1) employment growth stimulates, or ‘pushes’, firms to seek out and use Business Link services; (2) firms that are using Business Link and have increasing turnover are more likely to be sourcing internationally.  Tests for propositions 2 and 3 indicate that firms are more likely to seek out Business Link when their employment levels are rising, i.e. that firms that are becoming larger seek out Business Link themselves. As employment increases in growing SMEs, organisation development becomes more important and organisational structure and systems can limit or prevent further growth. The findings from this analysis indicate that the challenges of managing these constraints on, as well as results of, increasing firm size push firms to seek out external support. 

As indicated in Figure 1, the decision to seek out and use Business Link services arises from the experiences of individuals seeking to manage growth and deal with its effects on the organisation and its ability to meet transactional requirements, i.e. process and deliver orders and contracts. Firms that seek out Business Link as they increase employment, therefore, are likely to have experienced specific challenges and constraints to growth that stimulate them to approach external sources of assistance. Growing firms, in other words, have defined – to a greater or lesser extent – the issues that they want to address, and are approaching Business Link to address these issues. Effective responses, therefore, should revolve around these identified needs, both in terms of clarifying and validating the initial diagnosis by the firm and helping the firm to address these articulated needs. This indicates a responsive delivery mode for growth management that starts with, and would be based on, the articulated and defined needs of the firm.

------------------------------------------------Insert Figure 1--------------------------------------

On the other hand, our analysis demonstrates that sourcing internationally tended to be associated with firm growth as well as use of Business Link services.  For these SMEs, the effects of growth plus inputs from Business Link increased the propensity to source internationally. Business Link, in other words, may have a proactive role to play in stimulating firms to consider and start to source internationally. A more proactive delivery mode, focused on initiating internationalisation, could be offered, as a result, to clients that are growing and using their services (Figure 2).

---------------------------------------------Insert Figure 2-----------------------------------------

This suggests a differential sequence of transactional engagements with Business Link by growing smaller firms. Regardless of size or age, growing SMEs are likely first to approach Business Link to seek out assistance in managing growth. Once growth is being managed and Business Link services have been taken up, these firms are then more likely to internationalise through sourcing. Initial engagement with these growing small firms, therefore, is determined by decisions within the firm itself to seek out support, and hence will be affected by awareness of and confidence in Business Link as a provider of effective growth management services.

These findings suggest a ‘bi-modal’ approach to service delivery by Business Link is an appropriate and effective model for working with growth firms. They also indicate that market signals are key to effective engagement with SMEs, at two levels. Firstly, market awareness and knowledge of Business Link will determine whether growing SMEs will seek out Business Link.  This points to the need for sustained and deliberate marketing and awareness-raising.  Secondly, the findings indicate a need to match up a responsive mode with growth needs and a proactive mode with internationalisation goals.  Proactive approaches to growing SMEs, in other words, are less likely to be effective than responding to articulated growth management challenges when approached by these developing SMEs.
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Table 1: Linear regression model (OLS) with Employment as the Dependent Variable

	Variables
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	C
	-5.229879
	3.618626
	-1.445267
	0.1488

	Business Link
	5.610921
	2.283749
	2.456891
	0.0143

	Age
	2.079651
	0.735563
	2.827292
	0.0048

	Turnover
	1.307624
	0.385675
	3.390484
	0.0007

	R-squared            0.036460            Durbin-Watson stat       2.016708

Diagnostic test


Table 2:  Probit Model (1) with Use of Business Link Services as the Dependent Variable

	Variables
	Coefficient
	Std. Error
	z-Statistic
	Prob.

	C
	-0.463575
	0.052261
	-8.870437
	0.0000

	Employment
	0.002847
	0.001727
	1.648462
	0.0993

	Mean dependent var.  0.333333


Table 3.  Logit Model (2) with Use of Business Link Services as the Dependent Variable

	Variables
	Coefficient
	Std. Error
	z-Statistic
	Prob.

	C
	0.012806
	0.233728
	0.054788
	0.9563

	Employment
	0.006344
	0.003409
	1.860870
	0.0628

	Age
	-0.185802
	0.053939
	-3.444639
	0.0006

	Mean dependent var   0.333333


Table 4:  Linear regression model - International Sourcing as the Dependent Variable

	Variables
	Coefficient
	Std. Error
	t-Statistic
	Prob.

	C
	1.340209
	0.168932
	7.933411
	0.0000

	Employment
	0.001614
	0.002080
	0.776003
	0.4380

	Turnover
	0.075723
	0.021429
	3.533666
	0.0004

	Business Link
	0.201351
	0.127493
	1.579313
	0.1147

	Turnover increase
	0.130303
	0.069428
	1.876810
	0.0610

	R-squared            0.025530            Durbin-Watson stat       1.958430

Diagnostic test


Table 5:  Coefficients of Regression Analysis with Employment as a dependent variable (Proposition 1)*

	
	Use of BL
	Age
	Turnover

	Manufacturing
	3.077748 

(0.776175)
	2.872667 

(2.025669)
	1.498738 

(2.092961)

	Wholesale/retail
	5.090137

(2.049268)
	0.974159

(1.518885)
	0.938121

(2.767608)

	Business/financial service
	8.986492

(2.152628)
	2.114539

(1.448100)
	1.079202

(1.425571)

	Public service
	-2.071099

(-0.287818)
	1.519432

(0.657032)
	2.639954

(2.170997)


* Parentheses denote t-statistics.

Table 6a: Coefficients of Regression Analysis with log (turnover increase) as a dependent variable

	Variable
	Coefficient
	Std. Error
	t-statistic
	Prob.

	C 
	0.194010
	0.058232
	3.331683
	0.0009

	Log(Turnover)
	-0.056258
	0.026016
	-2.162439
	0.0309

	Log(Age)
	0.204424
	0.040431
	5.056125
	0.0000

	Log(Employment)
	-0.035497
	0.016941
	-2.095301
	0.0365

	R-squared         0.040909
	Durbin-Watson Test             2.004326 


Table 6b:  Coefficients of Regression Analysis with log (turnover increase) as a dependent variable (sectoral analysis)

	
	Log(turnover)
	Log(age)
	Log(employment)

	Manufacturing
	-0.048940 

(-0.784276)
	0.146666 

(1.368625)
	-0.043754

(-1.187190)

	Wholesale/retail
	-0.082225

(-1.468801)
	0.223722

(2.783988)
	-0.019420

(-0.498149)

	Business/financial service
	-0.042649

(-1.061985)
	0.239254

(3.720050)
	-0.077503

(-2.944670)

	Public service
	-0.035584

(-0.5533281)
	0.280193

(4.609467)
	0.021182

(0.520503)


Parenthesis denote t-statistics 

Table 7: Logit model: Coefficients of Regression Analysis with Use of Business Link as a dependent variable

	
	Turnover increase
	Employment
	Age
	Mean dependent var.

	Manufacturing
	0.006302

(0.028656)
	0.005739

(0.768787)
	-0.062282

(-0.472617)
	0.359155

	Wholesale/retail
	0.004416

(0.038142)
	0.012315

(1.561424)
	-0.216935

(-2.998429)
	0.204545

	Business/financial service
	0.066596

(0.400837)
	0.017842

(1.959586)
	-0.122995

(-1.325781)
	0.376812

	Public service
	-0.197042

(-0.925656)
	-0.000582

(-0.092005)
	-0.351263

(-2.858654)
	0.388889


Parenthesis denote z-statistics 

Table 8:  During the current financial year do you expect an increase or decrease in turnover?

	 
	Employee size band

	 
	0-4
	5-9
	10-49
	50-99
	100-249

	 
	Number
	%
	Number
	%
	Number
	%
	Number
	%
	Number
	%

	
	Increase
	307
	56.0%
	148
	62.4%
	115
	69.3%
	12
	57.1%
	6
	75.0%

	 
	Stay the same
	136
	24.8%
	53
	22.4%
	28
	16.9%
	5
	23.8%
	1
	12.5%

	 
	Decrease
	82
	15.0%
	28
	11.8%
	17
	10.2%
	1
	4.8%
	1
	12.5%

	 
	Don't know
	23
	4.2%
	8
	3.4%
	6
	3.6%
	3
	14.3%
	 
	 

	Total
	548
	100.0%
	237
	100.0%
	166
	100.0%
	21
	100.0%
	8
	100.0%


Table 9:  In the future do you expect your business to…

	 
	Employee size band

	 
	0-4
	5-9
	10-49
	50-99
	100-249

	 
	Number
	%
	Number
	%
	Number
	%
	Number
	%
	Number
	%

	
	Expand very fast
	44
	8.0%
	28
	11.8%
	11
	6.6%
	1
	4.8%
	1
	12.5%

	 
	Grow gradually
	276
	50.4%
	146
	61.6%
	104
	62.7%
	13
	61.9%
	6
	75.0%

	 
	Stay the same
	188
	34.3%
	46
	19.4%
	42
	25.3%
	6
	28.6%
	1
	12.5%

	 
	Retract in size
	30
	5.5%
	7
	3.0%
	4
	2.4%
	 
	 
	 
	 

	 
	Have no plan
	10
	1.8%
	10
	4.2%
	5
	3.0%
	1
	4.8%
	 
	 

	Total
	548
	100.0%
	237
	100.0%
	166
	100.0%
	21
	100.0%
	8
	100.0%


Figure 1 Mechanism of Responsive Support Flowchart: Growth Management
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Figure 2 Mechanism of Proactive Support Flowchart: International Sourcing
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Firms experiencing challenges of managing growth





Seek out Business Link to address effects of growth





Need to respond to firm’s self-defined growth needs





Need to confirm firm’s ‘unknown’ needs





Seeking to go international, but not clear on own needs





Seek out Business Link to resolve ‘unknown’ issues








� E-view software is a window based econometric software package.
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