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Abstract

The work in progress paper presents some findings fan ongoing research project for the Grant
Agency of the Czech Republic dealing with — in edd sense — the competitiveness of the small and
middle enterprises. Except macro-economic factbesattention in this research project is paichto t
areas of concern which are on the theoretical dsasepractical level underdeveloped in the Czech
environment. In particular, there are three tomith the insufficient interest of the Czech theand
practice and the aim of the paper is to offer &limothe contemporary instance in this country with
these topics.

It is first the concept of value and value creation and caticne- the awareness of its meaning for the
managerial practice, constituents (e.g. benefitd sacrifices in the tangible and intangible form),
types and/or levels of value, the different aspettslue creation from the internal and exterr@hp

of view of the enterprisesecondlythe concept of knowledge and learning (as intdaggtement of
value) and its deeper understanding for value ioreaand value co-creation anthirdly the
knowledge (both explicit and tacit) and own knovgedpotential of one partner in the business
relationshiprecognised by this partner as the important regolacthe exchange and relationship.

The findings presented in the paper result frometkorative empirical survey which purpose was to
collect data to get an insight into the actualaitn of the above introduced problem. A compaeativ
analysis of SMEs and big enterprises, as well aSMEs active versus passive in foreign trade is
made, too, for bringing more coloured picture.

With regard to the character of the survey and rolin@itations of research work (which will be
mentioned further in the paper), the focus of thevesy is an enterprise-centric hence limited one
comparing to the dyadic or network view that wolddideal.
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1. INTRODUCTION

The concept of value is of increasing interest flwsth practicians and theorists in various econsmic

as well as for instance philosophy fields. As sitlhas very broad and different meaning and is
highly context and perspective-taken depend. Pigb&bo connotations are prevalent in the

contemporary practice (both of managerial and av@je value for shareholders and value for

customers. The first is expressed mostly in finahtérms (e.g. profits), while the latter can be

expressed with the aid of soft measures. But theep&on and the content of value is much wider and
for management it can be very important to undedsterious forms, categories or types of value and
to employ them properly.

Post-communist countries in Europe have to copk mény problems and barriers to become more
competitive in the international markets, to impraconomic indicators and to remove obstacles for
undertaking drifted during over fifty years withetlaim to rank among the developed economies. It is
not necessary to specify all the obstacles, whateesl for the purpose of this article, can be axver
up by the simple explication “ability to carry boess”.

To be successful in the market postulate certagneguisites — beside endowment and luck usually
proficiency, skill, competence, experience and Kedge are those factors which help. Some are
gained naturally, some by the “learning by doingti@ome from the education (both formal — school,
courses, training... and informal — for instance bgdim publicity or person-to person interaction).

Person-to person interaction is what we can calls$pve learning” and assign to the socialization
process. According to the results of the surveysqmied in The Competitiveness Yearbook - the
Czech Republic 2005, the Czech economy in the spbérknowledge-based economy can be



characterized as lagging especially in the questifmproductivity and innovativeness behind the EU-
12 (older and developed countries). The figuredeelbffers a picture of the situation describing the
position regarding the sources for the innovatiapacity.

Figure 1: Sources for the innovation capacity EUZD4
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Source: The Competitiveness Yearbook - the Czech Republ@52- Innovation Performance, Centre for
Economic Studies and National Observatory of Empiet and Training
http://www.vsem.cz/data/docs/gf yearbook4)pdf

Of course, there are plenty of reasons explaithigylagging but one argument can be that from the
different marketing concepts point of view thejony of the Czech firms prefer and exercise
(consciously or unconsciously) production, produot sales concept instead of value
miscellaneousness, problem-solving and needsvants meeting.

The paper is structured as follows. First some ritemal backgrounds concerning value
conceptualization and creation, knowledge and valoenection and the meaning of value and
knowledge in B2B relationships will be introduced.short review pointing out illustration of the
value and knowledge in business relations in thec@zheory and practice ends up this part. The
survey results regarding value and knowledge pémem B2B relations among Czech managers are
presented in the second part.

2. VALUE, KNOWLEDGE AND B2B RELATIONSHIPS - LITERA TURE REVIEW
2.1 Literaturereview

The fight for the competitive advantage in the tastnty years is connected with the growing interes
to form and keep closer and collaborative relatigps with the partners from the environment, where
mostly customers and suppliers usually pay the dantirole. Among the reasons we can mention the
rapid technical changes, global and continuallyréasing competition, blurring the market
boundaries, market fragmentation increase (DayP199%or to be and stay competitive, managers
much more intensively turn the attention to thestjo@ how to attract customers and gain profit.
Their effort can be class with one of the genetraltegies: differentiation or superior customermeal
or/and lower costs strategy.

The essence of the entrepreneurship and busingke ireation of value. Value on the conceptual
level is very broad term taking on many meanings iarhighly dependent on the context as such. For
market, maybe the prevailing connotation probably“ihe monetary worth of property, goods or



services”, usually expressed in price. Neverthelkssexplanation is not able to comprehend many
other areas, matters, realities etc. where ensaprieed to “evaluate” something what is worth of.

So, maybe it could be desirable return to the ramsplest and general definition of the value, which
is given by the following equation (e.g. Buttle 020:

value = benefitsacrifices (costs)

where both ‘benefits’ and ‘sacrifices/costs’ maglime tangible as well as intangible elements,
monetary and nonmonetary form. For value verbatimain the concrete situation or context namely
auxiliary explanatory words are usually used. THasdpers” generally fall within the circumstances
that support to increase value (which we can catiefit, gain, contribution, asset, advantage, favor
profit etc.) or on the contrary those factors tkasen, decrease, diminish etc. final value (9aesfor

in language of economists the costs). Among otheesketing theory offers one clarification what
these two constituents represent: benefits camubetibnal or emotional; sacrifices can be financial
time, energy, psychological and both can be inttdéreproduct, service, personnel or image (Kotler,
2001). Ulaga and Eggert differ among five benefitaensions (product, service, know-how, time-to-
market and social) and two sacrifices (price amatgss costs) (Ulaga, Eggert, 2005).

Another approach explaining value through beneind sacrifices (marketing conceptualization hence
concerning a priori value for customer) is offetdButtle. Here value for customers (but the basic
ideas can be applied also to the supplier sidepeageen in product, service, process, peoplejqaiys
evidence, communication and channels. Although #beve text does not provide us with
comprehensive list of value concept explanatiorg oould be obvious. Value is not only product or
monetary worth of something.

In general, enterprises exist for the sake of vaheation, mostly as value added entities. Althoiigh
can be a topic for discussion, there is a consetizafs value creation and offering need some
resources, it is impossible to create “somethignfinothing”. Johanson and Wedin cite Moran and
Ghoshal (1999) who argue that “...resource use ignth&t important issue for the single firm...” and
also that the “creation of economic value, be dividuals or organisations, is a process that ves|
the use of resources” (Johanson, Wedin, 2000)oinptiance with Resource-based theory (for more
information see for instance Fahy, Smithee, 198%ym utilizes its resources and capabilitiesig

to the distinctive competencies which help to fellchosen strategy and to create a competitive
advantage that ultimately results in superior vaitgation. According to Barney: "...firm resources
include all assets, capabilities, organizationacpsses, firm attributes, information, knowledde, &
Certain distinction has been made by Amit & Schaleen in whose respect resources can be split up
into resources and capabilities whereas ,,...resowsoegradable and non-specific to the firm, while
capabilities are firm-specific and used to utilitee resources within the firm, such as implicit
processes to transfer knowledge within the firm Atit, Shoemaker, 1993)

Beside the current trends noted previously anddiedasie growth of concentration in some areas, most
of enterprises have to focus more on so callede®coompetencies. When we assign to these trend
also the concept of knowledge or intellectual apfor society in the similar meaning), there is
probably no doubt that both differentiation as veslllower cost strategy is more and more dependent
upon knowledge and capabilities. In such a sibmatis Contractor and Lorange argue, external
acquisition of knowledge is growing, because knogéand capability are fragmented distinctively
with the growth of specialization and value chairrfically) or value network (vertically and
horizontally) complexity growth (Contractor, Lorang2002). More evidently, to be competitive
means how the firms are able to marshal, combikecammercialize their know-how and how the
know-how is combined with complementary assetguees and skills provided by partners. In other
words, there is remarkable shift from independamd awn goals - following entrepreneurship to
interdependence.



Knowledge is defined as facts, information or skidlcquired through experience or education (The
Oxford Dictionary, 2001). There are two basic typefs knowledge: firm-specific knowledge
supporting the internal activities and market-sfieénowledge supporting the external links of the
firm (Berdrow, Lane, 2003). Both types of firm's dimledge are embedded in firm's assets,
competencies and capabilities and resulting in laevareation potential (Méller, Torronen, 2003).
They are essential for value creation process, lyawva&ue defining, value developing, value
delivering (Piercy, 1998) and value capturing. Aot approach to the knowledge categorization
differs between explicit (can be processed, comoaiad, stored or transmitted) and tacit knowledge
(know-how and values, beliefs or ideas) (SeidlerAblés et al, 2004) which is practically impossible
to separate off.

Market is the place where the business units megktealize (or try to realize) the value they ceedat
Except several examples, where markets were (pmaissing (e.g. self-consuming production units)
this is the reality of mankind for thousands of ngeaViarket may have many forms — there are
independent firms with market-based transactionsuge interdependent and connected firms and
interactions and value co-creation. In the firgte;dirms have a low emphasis on joint value coeati
and they attach high importance to their own autondOn the other side, in value-creating networks
exchanges concern not only products and financetHeuideas, know-how, resources etc., so the
exchange become the interaction, where partneniftegiis critical to the network success. Value
creating networks assume managed relationships glelin Wilson, 1996) in a certain scope,
although it needs not to be absolutely necessangitton.

Knowledge belongs to the primary resources (refgrto the knowledge-based view of firm) — and
need capabilities to be productive. Capabilitiasvialue creation can be divided into several types:
production, delivery, process-improvement, incretakimnovation, radical-innovation, relational,
networking or mastering the customer’s businessluiity using Mdéller and Torronen supplier’s
capability base point of view (Mdller and Torron@003).

It would be very daring to allege that either ineéieggent firm or — on the contrary — firm
interdependent with other firm — can be more coitipet (or even claiming one’s sustainable
competitive advantage). There is no rule, no 108¥tiag proof or confirmation of such an assertion.
But on the other side, the power of alliances iman and entrepreneurial history has been verified
many times. As Biichel and Raub mentioned, effedth@vledge networks increase innovation and
improve organizational efficiency if target oriedtmanaged (Blchel, Raub 2002). The survey which
they conducted (although on the relative very snsalinple) showed three major benefits of
knowledge networks: boosting product and/or proces®vation, improvement of employee
motivation and satisfaction and operating efficiemzrease. Especially the first and the third lhiene
belong to the tangible outcomes which are the hefuthe companies’ interest, usually and are
expressed in the form of more short-time goals. ‘Bharing of” tacit knowledge helps to the more
sustainable and more difficult imitated competitagvantage for networks members (although not
always for all members).

There are several more or less different directionsrganizational theory with various extent of

interest in the value creation aspects of enterprés open systems. For B2B markets, which atesin t

focus of this paper, probably the theory of indastnetworks and its interaction approach to the
process of value creation is pivotal. Within thisdry “...value creation is fundamentally based on the
knowledge of the actors and on how they combine Kmowledge...” (Hakanson 1993, cited in

Moller, Svahn, 2002).

Many types of flows — resources or some activiticomes flows run through between (or among) the
subjects in B2B relations, which are values thewesebr future-value creation “prerequisite”. We can
call these flows exchanges or transfers as welld&es knowledge, too. Knowledge transfer is
essentially dependent on the relationship contexdwledge characteristics and the learning alslitie

and incentives (Nieminen, 2005).



When we go back to value as benefits and sacrifietis concerning the knowledge transfer, we can
agree that “...effectiveness of knowledge transfecgesses depends on the perceived benefits and the
overall satisfaction with knowledge management..ch|8gelmilch, Chini, 2003).

Forsstréom, summarizing the idea of Ford et al (2GQcifies the benefits (but also their sacrifices
form) of partners’ high involvement as (FOrsstr@005):

* Access to both technical and commercial skills

 Lower operational costs

* Reduced development expenses for both companies

 Improved material flow for both companies

* Quicker and more cost efficient problem solving

» Reduced administration costs

* Learning, which can be applied in other relatiops

* Access to other parts of the network

As we can see, most of these examples of beneditinked with knowledge.

2.2 The Czech Republic

The situation in the Czech Republic is differeranfr the above presented picture either on the
theoretical or empirical level. In the Czech langgighere is only one theoretical book on the market
concerning the concept of value for customer writig the Czech author (§8#k., 2002). The title is a
little misguided, while the content is based onWahnalysis or engineering. Couple of publications
(original Czech or translated) deal with the valoecustomer (for instance in CRM point of view).
The rest of theoretical knowledge “aggregate” rouhd value in financial management (e.qg.
company’s market value, ) value and physical €lpcoflow, or company’s value growth. Apart from
this course, there is rather independent inteoedtrfowledge management - but somehow abstracting
from value perception and link of value, value ticra and knowledge. Resource-based theory,
resource-dependence theory or industrial netwdriesry as well as any other organizational network
theory is absent in universities libraries andhestitles for the education in courses syllabuSés.
only two concepts which are near to networks amdnpeships or relationships are alliances and
clusters, but again more as the organization form.

This reality is distinctively reflected in the mayeaial practice. Value for other partners perceptio
for instance backwards in the supply chains orzomtially joined partners in the networks is vemera

— some exception is the interest for clusteringjatives supported by the Czech government in the
special program “National cluster strategy” (httpww.mpo.cz/dokument6216.html). When
mentioning supply chain management, most entempttgaks over in logistics connotation (the same
is in the education). Very similar case is witle tiuality management. Though many Czech firms
have ISO 9001: 20001 certificate, awareness of tptality real meaning is not very often. And the
last point here refers to the value for custom@&aailso here the interaction, mutuality and the
miscellany of value is missing, although the mamnsggtart to be conscious of the importance of
satisfaction with the quality of product and seewgith the aim of keeping the loyalty of customers.

Summarily we can conclude that knowledge is somebeparated from the concept of value and
value creation in managerial and theoretic thinkang practice in the Czech Republic as well as the
consciousness of partnerships and real relatioadhipvalue creation and “value capturing, eithrer i
tangible or intangible form. Of course, it is pably a question of time, and knowledge transfeedpe
and knowledge absorptive ability of academiciard @nacticians.

3. VALUE AND KNOWLEDGE PERCEPTION IN B2B RELATIONSH IPS IN THE CZECH
REPUBLIC - SURVEY



As it was introduced in the abstract and introductdf the paper, findings of the survey presented
below, make only one part of a large-scale suneafidg with several aspects of the small and middle
Czech enterprises’ competitiveness within the sadgbe project for the Grant Agency of the Czech
Republic. While the author of this paper deals it value concept in her PhD thesis and up-to now
collected information show, there is distinct lagkunderstanding or familiarity with this conceutth

on the theoretical and practical level, the redetgam decided to investigate this issue as well.

One solely and three doubled open questions (teg&tlyuestions) dealing with value were included
in the questionnaire and in the analysis they wemmpared with several other answers from the
survey, searching for potential dependence. Theothgsis for dependence verification between
competitiveness and value perception intensity dimdrsity was formulated, although inquiring for
value had more explorative character and even uh&bar of respondents cannot lead to the findings
generalization. The questions wording were as i@lo*'What does the concept “value” mean for
your firm?’; and then two triple of nearly the same questidiffering only in the object: customer or
supplier *You figure as the value creator for your customefdier. Can you describe the value,
which you add for him?”; “Please introduce some béts and sacrifices which according to your
opinion is perceived by you customer/supplier evhlue you create.” ; Is there any value, whichi yo
get or obtain from your customer/s/ supplier/s@d$, specify”.

Competitiveness was measured indirectly throughgtestions asking for the evaluation of the sales
revenue (on the 6 points scale: excellent to mihirmwad its development evaluation during last three
years (on the 5 points scale: marked declensiomddked improvement) and further through the
guestion evaluating the profit confronting with thien’'s potential and environmental influences
(again on the 7 points scale: excellent to marked)las well as development evaluation (the same 5
points scale as with the sales revenue). Yet tweengoestions asking for the reasons of these two
variables evaluation were queried.

The open question “What is the competitive advamtagf your firm” supplemented the
competitiveness matter. No other direct financiaasurement of the competitiveness was used
because Czech firms are very reluctant to answer.

A total of 179 valid questionnaires from a rangenufustries were obtained. The respondents were
mostly the top managers or owners of the firmdedxecutive positions. 96 firms represented small
enterprises (from 10 to 49 employees), the reshigitile enterprises (from 50 to 249 employees) and
20 big enterprises (from 250 employees over). ddiwere subsidiaries of foreign - home companies
and 133 firms were active in foreign trade (onlpf4the mentioned subsidiaries were involved in
foreign business as autonomous subjects and dusl@ttin the given figure of 133). About 60% of
enterprises were founded in the first half of 1880the rest mostly at the turn of the centuries.

The survey was realized during the autumn and wi2@®6-2007 and personal semi-structured
interview with the use of questionnaire was appliBde respondents were contacted directly by the
interviewers from the research team.

There are several limitations of this survey andsegjuently of the findings felt strongly by thetaart

of the paper. First it is the individual firm-ceiotfocus of the survey. Although aimed at relathtips

with the customers and suppliers, only one foaus fioint of view was inquired. Because of the lack
of finance and time, these partners in the verticed and their opinion and experience, were not
involved in the research. The second limitationhvitie same reasons as mentioned above together
with the limited extent of the questionnaire carsbaght in the snapshot depth of value perception o
the practitioners. As the third limitation, thea®le small number of respondents can be considered
as referred before.



3.1Survey findings
Survey findings are stated in the order accordiegguestionnaire:
1. “What does the concept “value” mean for younti?

For the majority of respondents it was very diffido describe or specify this concept in othemigr
The most frequent categories can be covered irdatusters:

a) financial — profit, sales revenue, earnings. .thsd respondents spontaneously introduced the value
in monetary form which they gain from unspecifietities.

b) nonfinancial - prevalent tangible and “hardaccteristics — corporeal chattels, real propegies
Only about a fourth part introduced some “softerigibles — products for customers or intangibles —
services and also skills and/or know-how. In thstftase the value is considered as something more
static, where the point of value creation and actyities or any actors’ involvement are not taken
into account. More positive situation is with thest of the answers which comprehends some
relationships elements.

No further term were mentioned.
2. “What is the value you create for your custors@t/

About one third of respondents did not fill in tlgsestion. The most often introduced answer was:
quality, quality/price ratio, low (or lower) pricas competition, know-how, professionalism,
knowledge of the market. Only rarely other termgaevmentioned, as for instance: ability to solve
problems, flexibility, entry point for further magk expansion, credibility, perfect service, assertn
scale, product innovativeness, terms keeping, qreslponse to the customer’'s need, cooperation,
logistics performance. Approximately 2- 3 specificas were mentioned.

There is one quite interesting remark. The respatsdelid not distinguish between competitive
advantage and value created for customer whatybenaot strange. Nevertheless the author suppose,
there is a difference, at least some of the tesfaead to value creation cannot present a comyeetiti
advantage as such (e.g. terms keeping).

3. “What is the value you create for your suppB&?/

In this case the answer was absent in more thae third of questionnaires. Only big enterprise$ an

a couple of small firms were able to “entitle” paikeed value “of themselves” for the supplying

partners. Guarantee of the purchase in the corgcaté and price during certain period, number of
customers or market share increase, knowledgegisid¢ion, knowledge of the Czech market, image,
and tradition were the only value-related constuct

4. “What are the benefits/sacrifices concerning thfue you create perceived by your customers?”

This “mirror” question made again problem to neaalyout half of respondents in its “sacrifices
version”. While the benefits were very similar thie same) as in the question No 2 (some extra
answers were introduced, as: profit made by thstooners based on our competitive sales prices,
brand promotion on the market, loyalty, market ehahe sacrifices were regarded as those generated
for the respondents firms. Only 7 managers fromfioigs were able to give the right answer and the
sacrifices stated by them were: investment to awswkhow or technology, investment or costs
connected to the education of our employee and dostpromotion and marketing (one firm with
foreign-based customer).

5. “What are the benefits/sacrifices concerning ¥agie you create perceived by your suppliers?”

Only two benefits were mentioned: stable relatigmshand our financial potential (2-times with
different wording but same meaning) and warehopaeesand only one sacrifice: logistics costs

6. “What is the value you get from your customér/s?

Regrettably less than 40% of managers were alpeitd out any value — again rather big enterprises



and firms active in foreign trade. Among value gaties sales, profit, stability were the most often
stated terms, whereas human resources investmaet lp the customer, references to the other
potential customers were introduced only ones. Alddi% of respondents specified know-how as
value shared with customers.

7. “What is the value you get from your suppliet/s?

Nearly no concrete answers aside form “difficultatzswer” were filled in by the respondents. This
fact is quite interesting when we confront it witte reactions to the™question. A few of answers
were: quality, to be and stay reliable and comfid® our customers as well as our owners and
employees, reputation.

Evidently, this question seemed to be the mosicdiffone. As was mentioned above, there was not
space in the survey to ask more deeply espec@llthe reasons or explanation. Hence the author can
only speculate that the fight to win and keep ausig is much more competitive and demanding

comparing with the relationships to the suppliditsis is maybe why managers do not think over so

intensively what is behind the relations to theipgliers.

Questions concerning directly the concept of knogée relationships and network were not
formulated, as it is obvious from the text above.whas the intention of the author to gain
spontaneously some reaction to the value orientedtipn. When we go through the responses, it is
clear that enterprises link knowledge to value tiweaprocess, although their frequency is not so
optimistic. Nearly the same we can connect with rlationships (directly as well as indirectly
introduced). Only the network perception cannotcbasidered as satisfying at all. It seems that
inquired firms do not understand the importancantéractive partnerships neither in the value —
added (created) chains backwards and forwardstaonies.

The responses regarding the value perception in BEBions were compared to the competitiveness
measures and awareness of the own competitive tfy@anThree very strong dependences are
prominent, respectively between the variety andhiress” of the value concept perception and a)
competitiveness (measured both by the sales revemtigorofit as well as the development of these
factors) and b) foreign trade involvement. Uneqoaloconclusion can be made that firms which are
active in export or import activities are much ma@nscious of the value understanding in both
tangible and intangible form for the internal aitids just as much as for the external links ast¢a

the customers. Their competitiveness in finandiékons corresponds with this fact. The samet bu
not so intensively evident — we can attribute t® ¢h size of the enterprises. Bigger enterprisag we
more familiar with the value many facets meaningl @nis very probable that they utilize this
familiarity in practice.

5. CONCLUSIONS

The survey was rather explorative in nature andpimpose of the used survey instrument was to
collect empirical data to get some view or indigaticoncerning the value in B2B relationships
conceptualization and managerial “prehension” &f doncept. Many questions rose from the results.
Some of them are more of scientific nature whenaheve given limitation of the survey can be
repeated. What can be added to this is - amongsthér instance the need to prefer in-depth
interview in potential future research investiggtimore aspects of value and value creation in B2B
relationships.

On the other side, at least on a small scale, #heevperception in the Czech Republic has been
explored what can be considered as the first “mddegl with some results for the further
investigation. There are many directions for thisme knowledge build-up as it was indicated in the
paper. And value as well as relationships in netasdopics for research, are still missing in this
country.
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