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Very dynamic and intense changes in the business ecosystem, as well as the need for obtaining and maintaining a competitive
edge position require from enterprises to determine the most appropriate business strategies. In this respect, the
determination of a strategic posture could be observed as the first step in the process of defining solid business strategy.
This paper presents the methodology for strategic posture determination of SMEs. The methodology itself that is explained
in detail is based on the original work of A. Rowe and the research has been conducted on the sample of 179 companies
from an emerging market of various sizes, ownership structures and industry sectors. A modified strategic analysis tool for
defining company'’s strategic posture (modified Strategic Position & Action Evaluation - SPACE analysis) presented in this
paper investigates the basic dimensions of external environment and enterprise itself: environment stability (ES) and
industry strength (IS), as well as competitive strength (CS) and financial strength (FS). Along with the presented
mathematical modeling that determines resultant vector describing the strategic posture, the paper presents the mean scores
of each variable from the questionnaire results that are calculated for every strategic posture. The results obtained
contribute to the precise definition of the strategic position of companies and are useful for future works related to small
and medium-sized firms' strategic posture evaluation. The vast majority of sampled companies experience aggressive and

competitive strategic postures with unstable resultant vector intensity.

Keywords: SMEs; SPACE Model; Strategic Posture, Strategy; Resultant Vector.

Introduction

Due to rapid changes SMEs are exposed to, they have
limited time frame for the decision making process and
implementation of optimal business strategies. SMEs face
both external and internal (e.g. finance, people, etc.)
challenges and thus there is a need for proper assessing of a
firm's strategic posture. Based on current external and
internal factors, SMEs should select the most appropriate
business strategies allowing them to succeed and maintain
their market position. The number of small and medium
enterprises in the structure of the economy of the Republic
of Serbia is the same as in other European developed
countries. However, SMEs in the developing countries have
certain limitations (in addition to insufficient financial
resources) which is the reason why businesses are run
differently: lack of experience in specialized areas and
management, lack of practice in the application of modern

and standardized strategic planning tools, decades of
protection of the business environment from the operation
of international companies, focus on local rather than global
business, etc. However, the changes taking place in the
global market have affected the developing countries as
well: internationalization, networking, open innovation
model, mass customization, etc.

Under such conditions, the acquisition of competitive
advantage of SMEs in developing countries, and the
assessment of a company's potential to change, develop and
continuously monitor the changes, is one of the basic
requirements in doing business. Although small and
medium-sized enterprises in the developing countries have
certain advantages (cheap labor, institutionalized support
through government programs, some cheaper input
elements, etc.), this is often not enough to compete with the
competition in the international market. The competitive
companies from developed countries have advanced in the
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application of certain strategic planning tools that have
become part of their competencies gained through routine
(Tidd et al, 2005). SMEs face a very competitive
environment due to the globalization process and new
technologies (Kliestikova & Moravcikova, 2017; Sroka &
Szanto, 2018), growing role of CSR in operations (Sroka &
Vveinhardt, 2018; Kliestikova et al., 2018), inter-firm
cooperation, both bilateral and multilateral (e.g. Kozma,
2017; Sebestova et al., 2017). Analyzing the involvement of
states in support programs of processes of the
internationalization of small and medium companies, a
distribution of these programs considering the character of
barriers come across by the SMEs was taken on, pointing
one by one: business surroundings, the access to foreign
markets, abilities of companies and financial instruments
(Pietrasienski & Slusarczyk, 2015); lack of financial
resources and lack of adequate support from financial
institutions (Belas et al., 2017) - which is especially
important for SMEs in less developed countries.

The changes that occurred, primarily related to the
speed of decision making and the speed of reaction to
environmental conditions in all segments of the society,
included strategic planning tools as well - combining with
modern mathematical models and extending the models by
exploring contemporary aspects. In the literature, numerous
studies have shown the efficacy of applying strategic
planning and its relation to the company’s business results
(Boyd, 1991; Kraus et al., 2006; Parnell ez al., 2015; Suklev
& Debarliev, 2012; Gica, & Balint, 2012; Dibrell, et al.,
2014; Ghobadian, et al., 2008; Kraus, et al., 2008; Street,
etal., 2017; Stonehouse & Pemberton, 2002; Peel & Bridge,
1998; Griggs, 2002).

A comprehensive strategic management tools and
methodologies such SPACE have rarely been used in the
context of research studies covering samples of SMEs from
less developed economies of South Eastern Europe. Taking
into consideration that SMEs encompass the majority of
economic activities in emerging markets as well, it is of
great importance for both business practitioners and
academic communities to understand better how SMEs
behave with respect to their strategic postures. Because of
the lack of available literature in this domain, our work
highlights the need for researching emerging markets' small
and medium sized firms strategic positioning and explains
the importance of using strategic analysis tools for SMEs.

This paper presents a survey that covers mainly SMEs in
one developing country i.e. in the Republic of Serbia, and the
objective was to define characteristic strategic positions and
strategies that such companies implement. Also, the authors tried
to determine whether the SPACE model (Strategic Position and
Action Evaluation), a model for determining the strategic
position of the company, is also applicable in the conditions of a
developing country and companies of different size, type of
business and ownership. In order to determine the number and
content of latent classes, finite normal mixed modeling or
analysis of latent classes, was conducted. In order to examine the
connection between the association with one of the classes and
the strategic performance of the company, x2 test was applied.

The problem of interest in this research was to define if
SMEs (micro, small and medium enterprises) are different
among themselves taking into consideration their strategic
posture, as well as if the value of basic dimension used in

the determination of the type of strategic performance of the
company - Financial Strength (FS), Competitive Strength
(CS), Environment Stability (ES) and Industry Strength (IS)
- could become the base for classification into clusters. Also,
the purpose of this study is to investigate if there are
potential differences between the size of the company and
the type of strategic performance, as well as if the activity
of the company is related to the strategic performance.

Structure of the paper is as follows: the first part
presents theoretical background of the applied strategic
planning model, then, the applied methodology is presented,
as well as the research results and discussion. After the
conclusion, there is a list of used references.

Literature Review

Strategic planning involves the application of certain
tools for the analysis of the situation and planning of the
reaction (response) to the existing situation - appropriate
strategy development (Brews & Hunt, 1999; Malekpour et
al.,, 2015; Walker et al., 2013). Although there are some
studies on the use of recognized tools, methodologies, and
strategic planning models, there is not enough experience in
the application of these tools in the developing countries
(Grant, 2003). No matter how strategic planning tools have
been recognized, they are insufficient in the implementation
phase of a particular strategy and goals (Miller & Cardinal,
1994; Kraus ef al., 2013).

Some examples of strategic planning in the developing
countries can be found with the following authors (Derbaliev
& Trpkova, 2011). Undoubtedly, the results of Mintzberg
(Mintzberg, 1994), together with some other authors, are also
significant in the field of strategic planning (Kimemia et al.,
2017; Nomsa & Tebogo, 2017; Fuad, 2001).

The Strategic Position and Action Evaluation (SPACE)
analysis is in many ways similar to other tools used in
strategic planning (SWOT, BCG matrix, etc.) primarily due
to its similar purpose of application. The diversity has been
achieved in several aspects: comprehensiveness -
simultaneous analysis of the external and internal
environment with values of a predefined set of factors of
basic dimensions; hierarchical structure of the model,
different aspects of factors and the possibility of finding the
critical ones. SPACE analysis is also characteristic for its
ability to choose an appropriate strategy based on an
existing strategic performance that is in accordance with the
set theoretical backgrounds (Porter, 1979; Drucker, 1986).
Also, based on a defined strategic approach, it is possible to
set the basis for the company's strategic development plan -
setting the goals that should be directed to elimination of
critical factors for maintaining or improving the existing
strategic position.

The results of some scientific papers indicate that the
SPACE model (Saeed ef al., 2013) can be used as a strategic
planning tool for different enterprises (operating in different
business industries) and in different countries (Kazemi, et
al., 1998; Bafandeh et al., 2012; Kash & Deshmukh, 2013;
Li & Hamblin, 2003; Nouri et al., 2008; Benson &
Henderson, 2011; Sukcharoensin, 2018). The advantage of
the SPACE model is a simultaneous analysis of equally
important external and internal environment factors. The
application of the model provides top-level managers with
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better understanding of the environment in which the
enterprise operates, and it helps them to focus on
recommended and adequate strategies (even though it is
limited set of strategies). The problem of choosing a strategy
is often seen as the optimization problem - but not regarding
the search for optimal solution for limitations, but rather as
the problem of achieving a sustainable advantage over
competitors. The optimal strategy of the company is the one
that emphasizes the characteristics - advantages - of an
enterprise. The SPACE model provides not only adequate
strategic posture: it gives an adequate basic for creating
strategic plan and choosing an appropriate strategy. Specific
corrective measures in the SPACE matrix model can be
identified on the basis of the outline plans and the
subsequent profiles, as well as on their comparison. The

author David (David, 2011) also believes that the SPACE
tool is highly useful in the process of strategy defining. Main
task of corporate strategy is not to describe the current state-
of-art, but to identify and explore core competencies that
must be added (Rajesh, et al., 2008). Although Porter
suggests that an enterprise should be focused on one
strategy, the latest research (Hlavacka, et al., 2001; Allen &
Helms, 2006; Kim, et al., 2004; Valaei, et al., 2017,
Brunswicker & Vanhaverbeke, 2015; North & Varvakis,
2016) have shown that strategy formation also requires a
company to be creative and innovative, and that the strategy
needs to be defined according to the company’s features and
by combining core competencies.

The advantage of SPACE model is simple presentation
of the company's strategic position through graphic
representation of the resulting vector which summarizes the
value of all analyzed factors. In the Cartesian coordinate
system, the resultant includes the summarized values of the
four basic dimensions: Competitive Strength (CS) and
Industry Strength (IS) - representing the values on X axis
and ranging from 0 to -6 (CS) and from 0 to 6 (IS); and
Financial Strength (FS) and Environmental Stability (ES) -
representing the values on Y axis which can range from 0 to
-6 (ES) and from 0 to 6 (FS). The resulting value of each of
the four basic dimensions is obtained as the average value
of all the selected factors which are used for this dimension
evaluation.

The graphically presented model shows that the strategic
position of the company can have the resulting vector in one of
the four quadrants that define: aggressive, conservative,
defensive and competitive strategic approach (Figure 1).
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Figure 1. Graphical Presentation of the SPACE Model

In addition to a single graphic representation of the
company's strategic position, some authors (Aftiani, et al.,
2012) suggest using this model to determine an adequate
strategy where the SPACE model is used in the second of
the three proposed stages: 1. Input, 2. Matching and 3.
Decision stage. The use of the SPACE model at this stage is
encouraged by the idea that adequate strategies are formed
to match the resources and skills of the company with
respect to opportunities and risks from the external
environment (Robert, 1991). In addition to this model,
SWOT Matrix, BCG Matrix, IE Matrix and QSPM are also
proposed. According to the author, each of the proposed
models/matrices can significantly improve the quality of
strategic decisions when choosing an appropriate strategy,
but they should not be the only criterion for the choice.

Methods

Since the SPACE model was first launched for
assessment of the company's strategic position, new
versions of the model have emerged, aligned with new
findings in other areas (mathematics), changes in the areas
of strategic planning and new requirements that companies
have in a turbulent and rapidly changing environment. Rowe
et al. (1994) attempted to overcome some limitations of the
model by creating the SUPER SPACE model, which implies
the addition of new aspects: evaluation of relative
importance of each factor and assessment of the company's
ability to achieve the estimated level of significance
(Rudder & Louw, 1998).

This paper presents the modification of basic SPACE
model achieved by creating a comprehensive questionnaire
with more sets of factors, and by introducing a two-
dimensional assessment of the selected factors. The
questionnaire designed to determine the strategic position of
a company is different from the initial model created by
Rowe et al. (1994) because all the factors of the model are
presented from the aspect of their values and significance
for company’s business. A seven-point (for value
assessment), that is, nine-point Likert scale for significance
assessment was used for the evaluation. Examples of
questionnaire segment are presented in the Figure 2 -
grading of value, and Figure 3- evaluation of significance.

101 | Available technological knowledge

smalll | | | | | | |1arge

Figure 2. Likert scale — value assesment

101 | Available technological knowledge

Not Very
significant | | | | | | | | | | significant

Figure 3. Likert scale — significance assesment

Certain factors could not be evaluated directly so they
were divided into indicators; therefore, the factor value was
affected by the values of individual indicators that build its
structure. Some of the earliest factors have been modified or
grouped, some are derived into indicators that indirectly
measure the factor value in line with the characteristics of
SMEs in the Republic of Serbia. A matrix scale is used for
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factors which value is indirectly evaluated through certain
indicators. The display of the hierarchical structure of the
SPACE model is presented in Figure 4.

Level of

General Basic
indicators

categories dimensions

Level of
factors

ENVIRONMENT
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STRATEGIC
POSITION

| ENTERPRISE

Figure 4. Hierarchical Structure of the SPACE Model

The survey has started at the end of 2017, and lasted
almost ten months. The companies were randomly selected.
In the existing sample of companies which belong to the
SMESs sector, special aim was at balancing the sample
structure. The sample contains 24.58 % micro, 29.05 %
small and 26.26 % medium-sized enterprises. The
questionnaire was distributed and filled in through direct
contact with respondents. The values and significance were
assessed by owners of the companies, that is, managers in
certain segments of organizations (marketing director,
financial director, sales manager, etc. — every person in
his/her field of expertise) depending on the presence of this
function in a company.

Phase 1 - preparing:

1) Defining all necessary elements for applying model for
determine company strategic position.

2) Drawing up the list of indicators and designing
questionnaire for collecting data.

3) Making a team of experts (internal and external) who
will evaluate value and weight of every factor and
indicator; informing them with the procedure.

Phase 2 — assessment factors and indicators — current

Strategic position:

4) Process of assessment value and weight of every factor
and/or indicator; eliminating disregarded variables and
evaluating value of remanded indicators.

5) Decoding filled questionnaires, scaling variables,
calculating and normalizing basic dimensions of
company strategic position.

6) Analyzing critical factors and basic dimensions of
company strategic position (for main business and
company in hole).

7) Defining direction and intensity of main vector
(obtained as a result of mathematical procedures for
each basic dimension).

8) Defining graphical presentation of company strategic
position (for main business and company in hole).

9) Formulating the assessment of company strategic
position and giving suggestions of acceptable strategic
posture.

Phase 3 — changing values — desirable strategic position:

10) Assessing possible differences between current and
desirable strategic position.

11) Analyzing possibilities how to change current
company strategic position through changing final
values of basic dimensions from internal environment:
CS and FS.

12) Applying Pareto Law and analyze of importance on
basic dimension from internal environment — CS and
FS.

13) Assessing level of influence on changing value of
factor.

14) Defining direction and intensity of resulted vector of
new company strategic position, for changed and
maximum values of important factors.

15) Designing new graphical presentation for changed and
maximal values (for every individual business and/or
company).

16) Assessing possibilities how to reach new strategic
position (with existing facilities, funds, capacities and
skills of company).

Eventually, one can apply steps from 11 to 16 - process
of changing values of basic dimensions from external
environment: ES and IS, if is still present gap between
current and desirable company strategic position.

Determining the Direction and Intensity of the
Resultant Vector of Strategic Position

Having completed the evaluation of factors and
indicators, that is collection of adequate data, the completed
questionnaires are encoded and variable scaling,
calculation, and memorizing of all basic dimensions of the
strategic position of the company is performed.

In order to pursue with the mathematical calculations, it
is necessary to convert the qualitative aspects into the
quantitative ones. One of the most frequently used
transformations of qualitative aspects into the quantitative
ones is the so-called bipolar scale. This does not imply
proper scaling but specific encoding of ranked qualitative
variables. The evaluation of level and significance of
factors/indicators is descriptive (qualitative), so they need to
be converted into numerical values by means of encoding in
order for the resulting values of the basic dimensions or the
resultant vector to be determined. The seven-point scales
(semantic differential) are presented in such a way that their
left or right end represents the minimum or maximum level,
which means that the factor/indicator level can be: 0, 1, 2,
...., 0; the significance of the factor, which is evaluated by
the eight-point scale, can be any value from the set of values:
0, 05,1, 1.5, 2, 2.5, ...... , 4. Considering the different
maximum scale values and scale distribution, the level and
significance of each factor must be normalized in order the
level of accuracy to be increased according to the following
equations (Eq. 1 and Eq. 2):

Vri =V; / Vinax (1)
V. e {0,12....6}, V. e [0:1]
1
where:
\'A - level of i-factor
Vinax - maximum level of any factor
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Vri - normalized level of i-factor

Zy =Zi! Ziax @
Z; €{0,1,2.....4}, z,, €lo:1]

where

Z; - significance value of i-factor

Z nax - maximum value of significance of any

factor
Zri - normalized value of significance of i-factor

The direction of the resultant vector of the strategic
position of the company (Eq. 3) is obtained by the rules of
vector algebra in the following order, for practical reasons:

Rr = [Rm + sz]"' [km + km] 3
wheie:
Rpi-

— Environment Stability

resultant vector of the basic dimension D1

RDZ - resultant vector of the basic dimension D2
— Industry Strength

Rps-
— Company’s Competitive Strength

Rpy-
— Company’s Financial Strength

resultant vector of the basic dimension D3

resultant vector of the basic dimension D4

The projection of the resultant obtained in this way does
not represent its true intensity because it is four-dimensional
space. Considering the fact that the starting point of the
resultant is always the coordinate beginning and the
observed components of the vector have non-negative
values, it can be concluded that absolute and relative
intensity of the resultant can be determined as its absolute
length in E4 space (Eq. 4).

. = 4 2 4 4
R :R:\/Z[RDJ- _RDj(O)] :\/ZRDJ-Z )
=1 i=1
because R, ' =0,for VR, ,R =R'/R,, or
R[%] 21008 (R*/R

For each factor in the questionnaire, the GAP is
calculated, which represents the difference between the
maximum level and the actual level of factors:

GAP; = Vmax—V; %)
GAP, = GAP; / GAP max (©)
GAP; €{0,1,2...,6},  GAP, €[0;1]

where:

GAP;- difference between the maximum level and the
actual level of i-th factor

GAP, .~ maximum value of the GAP

GAP, - normalized value of i-th factor’s GAP

Normalization of sizes: V;,Z;, and GAP;, is done for

simultaneous observation of a large number of attributes with
different numerical units, i.e., to align the different range of
features. Linear attribute normalization is applied, which requires
division of attribute value to be divided with its own maximum
value. After this transformation, the values of all attributes range
in the interval [0, 1]. The advantage of this attribute
normalization is that the results are transformed in a linear
(proportional) way, so that the relative order of the result values
remains the same.

Then follows the calculation of the size S1, which represents
the product of the normalized GAP values and significance (for
each factor separately):

S1=GAP, -Z,.
where:

S1- product of normalized values of GAP and
significance (for each factor of every basic dimension
individually).

For every basic dimension of the SPACE model, should be
calculated RDj :

These values represent the basis for the application of
significance analysis. This analysis implies the definition of
a significant area in which those factors can be changed, that
will also affect the changes in strategic position of the
company. Factors that can be changed are those on which
the company has a certain impact, i.e. resources. Changing
the critical factors to which the company has a high impact,
changes the strategic position of the company in the planned
future time period. After determine company strategic
position, through applied model, if still exist gap between
current and desirable strategic position, it can be defined
group of factors on which company has some influence to
change them (that means that company has some potential
to improve their values).

Results

The research sample covers 179 companies from the
Republic of Serbia with 39.1 % being manufacturing
companies and 60.9 % service companies. Small and medium
enterprises in the sample structure hold a significant share of
around 79.9 % (micro — 30.8 %, small- 39.9 % and medium —
29.37 %). Most of the companies from the research sample
have aggressive strategic posture (40.8 %) or a competitive one
(34.6 %), followed by a defensive (18.4 %) and conservative
strategic postures (6.1 %). Detailed characteristics of the
research sample are given in Table 1.

The most of the micro and medium enterprises have
aggressive strategic posture (almost 45 %), while most of
the small enterprises have competitive position (Table 2).
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Table 1
Research Sample
N %
Manufacturing 70 39.1
Type of the company g ;oo 109 60.9
Size of the compan SMEs 143 9.9
i pany Large companies 36 20.1
Defensive 33 18.4
. Aggressive 73 40.8
Strategic posture Competitive 62 34.6
Conservative 11 6.1
Ownershi Private owned companies 143 79.9
1P State owned 36 20.1
TOTAL 179 100.0
Table 2
Type of Strategic Position for SMEs
SMEs Defensive position Conservative position Competitive position Aggressive position TOTAL
Micro enterprises 8 2 14 20 44
Small enterprises 10 2 23 17 52
Medium enterprises 8 6 12 21 47
TOTAL 26 10 49 58 143
The fol!qwing diagrams (Figure. ) 5 to 8) show CUITent Figure 6. SPACE Plot for Micro Enterprises
strategic positions (performances) of micro, small and medium
companies from the research sample based on the calculated Small
resultant values (their coordinates — formulas 3 and 4). Similar Es
model of description of condition/ research sample of specific o
group of companies is offered in the work of Benson and 200
Henderson (Benson & Henderson, 2005). 200
200 @
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Figure 5. SPACE Plot for SME from the Research Sample
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Figure 7. SPACE Plot for Small Enterprises
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Figure 8. SPACE Plot for Medium Enterprises
Description of Strategic Positions — Obtained Results

The model applied in the research contains four basic
dimensions: two dimensions assess the external environment and
two assess internal environment (internal potential of the
company). The Industry Strength (groups, segments) and the
Environment Stability assess the economic environment, i.e. the
strategic position of the entire industry branch, and the Financial
Strength and the Competitive Strength of the company assess the
strategic position of the company. Based on the way the model
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is designed, the basic dimensions of the model are mutually
opposed so, for example, the Financial Strength may have any
value ranging from 0 to 6, while the values of Environment
Stability may range from 0 to -6. The Industry Strength
potential can weaken the competitive position of the company
and the Environment Stability can overcome the financial
problems of the company. Based on the results obtained from
the research, it can be concluded that none of them can be
kept at positive level: to be more precise, even if the company
has a significant financial strength, (in)stability of the external
environment is still a threat.

Each of strategic performances can be linked to one of
the generic strategies. This way, the aggressive strategic
position is characterized by cost leadership strategy,
concentric diversification and vertical integration. The
competitive strategic posture (which is common in most small
enterprises from the research sample) is characterized by
being typical for relatively attractive industries in an unstable
external environment; the company should reduce its costs
and increase its financial potential.

It is obvious that present recommendations on the
selected strategies cannot be accepted for the conditions of the
observed developing countries. The question remains open
whether the acquisition of adequate financial resources would
be sufficient for improving the unstable "hostile" external
environment in which there is a high probability that the
technology will change as well as the demand for a
product/service, and/or competitive strategy.

It was noticed that in the environment of the observed
developing countries, the ‘hostile’ environment implied
something quite different, unlike the ruling stances in the
literature. The ‘hostile’ environment in the economy of the
observed countries implied frequent changes in state
legislation, regulations, prices of energy sources, etc.

Assumption that aggressive strategic position of a
company (intensity) increases with rising hostility in
external environment is proved by the fact that all
companies from the sample showed that the external
environment was uncertain and hostile and the majority of
companies from the sample had that type of aggressive
strategic posture.

Descriptive statistical indicators are presented in Table
4. Most values in the basic dimension Financial Strength
(FS) are achieved by enterprises with aggressive and
conservative approach, while the highest values in the
dimensions of the Competitive Strength (CS) and
Environmental Stability (ES) are achieved by enterprises
with aggressive and competitive approach. The highest
values on the basic dimension Industry Segment potential
(IS) are achieved by companies with competitive and
aggressive approach.

Based on the values presented in Table 3, it can be
noticed that defensive strategic position is characterized by
significant weakness (the worst position) not only because
of low competitive strength (CS = -3.12), but also because
of low environment stability (ES = -3.97). Aggressive
strategic position is characterized by the most stable
environment (ES = -2.92) and highest financial strength (FS
= 391). Competitive and defensive positions are
characterized by unstable external environment (ES = -3.96
and -3.97, respectively), but the financial strength is
different: FS = 3.02 for competitive and 2.43 for defensive
strategic position, and there is also a significant difference
in values of competitive strength (CS), that is, for the
defensive strategic approach with significant difference in
the values of competitive potential (CS), that is, the potential
of business sector — IS.

Table 3
Distinctions between Each Position of SPACE Analysis
Financial Strength (FS) Competitive Strength (CS) | Environment Stability (ES) Industry Strength (IS)
DEFENSIVE Mean 2.43 -3.12 -3.97 2.16
Std.Dev. 0.81 0.67 0.62 0.58
CONSERVATIVE Mean 3.50 -2.64 -3.07 2.20
Std.Dev. 0.55 0.77 0.58 0.72
COMPETITIVE Mean 3.02 -2.04 -3.96 3.18
Std.Dev. 0.71 0.65 0.53 0.56
AGGRESSIVE Mean 391 -1.70 -2.92 3.46
Std.Dev. 0.50 0.61 0.51 0.64
Mean 3.30 -2.14 -3.48 3.05
TOTAL N 179 179 179 179
Std.Dev. 0.86 0.83 0.74 0.79

Clusters or Classes

In order to determine the number and content of latent
classes, a finite normal mixed modeling, or analysis of latent
classes (LCA), was carried out in the R. McLust package
(Scrucca et al, 2016). The above procedure generates
solutions with one up to nine latent classes that differ in
distribution (spherical, diagonal, ellipsoidal), volume
(variable or equal), shape (variable or equal), and
orientation (parallel with coordinate axes, variable or equal).
Based on the Bayesian Information Criterion (BIC), an
optimal solution is selected. The above criterion is most

suitable, since it enables direct comparison between
different solutions (Scrucca et al., 2016; Fraley & Raftery,
2002). The variables used for the analysis of latent classes
were the basic dimensions of the SPACE model which are
used in the determination of the type of strategic
performance of the company: Financial Strength (FS),
Competitive Strength (CS), Environment Stability (ES) and
Industry Strength (IS).

As the most optimal solution (BIC = -1661.315), three
spherical latent classes of different volume are distinguished. The
results are shown in the Figure. 9. The first selected class (N =
40; 23.5 %) are enterprises with the lowest values on Financial
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Strength (FS) and Environment Stability (ES) dimensions, but
also with the least expressed, although positive, values in the
Competitive Strength (CS) dimension and Industry Strength
(IS). The second distinguished class (N = 10; 5.4 %) are
companies with the highest values in the Competitive Strength
(CS) and Industry Strength (IS), but also with the most
expressed, although negative, values in the Financial Strength
(FS) and Environment Stability (ES). The third class (129; 71.1
%) are enterprises with all four dimensions moderately expressed
compared to the first and second class.
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Figure 9. Characteristics of the Selected Latent Classes

Correlation between these classes and strategic
approach of the company is strong and significant.

In order to examine the connection between the three classes
and strategic performance of the company, y2 test was applied.
The relationship between the variables is statistically significant
(2 (6) = 116.24, p <.001) and moderately strong (C = 0.62, p
<.001). Companies of the first class usually have a defensive
performance, while companies of the second class most often
have an aggressive approach. Third-class companies have an
aggressive or competitive performance. It can be also noticed
that the smallest number of companies have conservative
performance, which is very rarely represented among isolated
classes. The results are presented in Table 4.

Table 4
Relation between the three Classes and Present Performance
of the Company
Class
1 2 3
Defensive 29 0 4
Strategi " Aggressive 0 10 63
rategic posture Competitive 9 0 53
Conservative 2 0 9

When compared based on the type of strategic
performance, the production and service companies do not
show the difference, that is, the activity of the company is not
related to the strategic performance.

It was also examined whether there are potential
differences between the size of the company and the type of
strategic performance, and it was concluded that there were
no differences: micro, small and medium enterprises (on the
one hand) and large enterprises (on the other hand) apply
equally these strategic approaches, that is, the type of strategic
performance is not predetermined by the size of the company.

%2 test was applied in order to examine the relationship
between the company's activity (production or service) and
the type of company's strategic performance. The relationship

between the mentioned variables is not statistically significant
2 (3)=4.734,p=0.19).

In order to examine the relationship between the size of
the enterprise (small or large) and the type of company's
strategic performance, y2 test was applied. The correlation
between these variables is not statistically significant (}2 (3)
=0.89, p=0.82).

The yx2test was applied in order to examine the
relationship between the type of enterprise and ownership
(state owned or private) and type of company's strategic
performance. The relationship between the mentioned
variables is not statistically significant (¥2 (3) = 4.66, p =
0.22) — Table 5.

Table 5

Relation between the three Classes and Type of Ownership

Ownership
Private State owned
1 24 16
Class 2 9 1
3 110 19

A possible explanation of the third-class structure, where
companies with aggressive or competitive performance can
be found, may be explained with the characteristics of the
sample with more private than state-owned enterprises. Also,
another potential explanation might be the similarity between
aggressive and competitive performance. Both types of
performance are characterized by high potential of the basic
dimension the Industrial Strength (IS), and the differences are
noted with aggressive strategic performance where the
instability of the external environment is compensated with
strong financial strength of the company, while the
competitive performance is characterized by unstable
external environment in a strong industrial segment.
Although all companies from the research sample originate
from the same geographical area (Republic of Serbia), they
do not perceive equally the stability of external environment.

Discussion

The analysis of diagrams presented at Figure. 3-6 show
that just a few of companies, regarding the selected criteria
(size of the enterprise), have the value of the basic dimension
Industrial Strenght (IS) over 3 - which is average value on the
scale. Results for the basic dimension Financial Strenght (FS)
show that for all of the SMEs (micro, small or medium
enterprises) do not have value of FS more than 2 — which is
less than average value. Therefore, in cases where an
enterprise has an aggressive strategic performance (which is
the best), this performance is characterized by average values
and a relatively unstable position of the resulting vector
(along the x axis). Environment uncertainty (ES) is, in all
cases, also characterized with average values - up to -3. This
only indicates that any turbulence in the outside
environment can easily endanger aggressive strategic
performance of the company and put the company in a
difficult position. These conclusions can be found in the
research where the authors claim that the distance of the
determined strategic position point from axis can be the
indicator of the position pragmatism, but its closeness to the
axis increases the axis sensitivity and necessitate its
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continuous screening. This means that if the point is close
to the zero or one of the axes, a few changes in the sub-
criterion concept and conditions can change its score and
consequently its strategic position (Sherafat et al, 2013).
The relationship between strategic position, development
strategies, strategy goal-setting, and defining the strategies
for promoting every axis measure and the related strategies
for improving the organization’s performance from strategic
perspective is an issue that has been rarely considered. The
rational trend from the development step to strategy
implementation has been suggested in this study.

Based on the obtained results, it can be observed that
the model is applicable with all classification criteria for the
companies from the research sample; therefore - it can also
be applicable in the conditions of the developing country.
The reason of model applicability to all selected companies
probably lies in carefully selected and extended set of
factors, i.e. indicators. In comparison to the basic, initial
model (Rowe et al., 1994) that had proposed 24 factors, this
model has 80 factors, some of which are estimated
indirectly, through indicators.

Introduction of new competitors is, however, the crucial
factor for aggressive strategic posture. Generic strategies are
typical for this type of posture: market penetration, market
development, product development, backward integration,
forward integration, horizontal integration, conglomerate
diversification, concentric diversification, and horizontal
diversification. The competitive strategic posture is typical
for industry/ business in relatively unstable environment.
The organization with such a strategy is at competitive
advantage and could acquire financial resources to increase
marketing thrust, add to the sales force, and extend the
product line. Such an organization could also invest in
productivity, cut costs, or merge with a cash-rich
organization. Financial strength is, however, of critical
importance. Competitive strategies include backward,
forward, and horizontal integration; market penetration;
market development; product development; and joint
ventures (Porter, 1997).

Conclusion

The results of the applied model clearly show that there
is a possibility of precise definition of the strategic position
of the company and the basis for adopting the appropriate
strategy as well. Thoroughly analyzed factors, which
changes have been observed, point to the critical points in a
company. Naturally, there are certain disadvantages that can
be overcome only by comprehensive analysis (model
application to a large number of companies). This type of
analysis can become the basis for application of a multiple
factor method (and the basis for the other, more precise
mathematical models), which can be used for defining
precisely the set of factors and/or indicators that are
considered within each basic dimension of the model for the
assessment of strategic position of the company. This way,
the questionnaire, which is the basis for application of the
model, can become simpler and more concise, which is the
purpose of this paper.

A company that needs to maintain its competitive
advantage will choose the existing strategies that aim at
maintaining its market share and profitability. This

requirement cannot be satisfied only by preparing just one
strategic plan for a company as a whole or for strategic
business units. A strategic approach is defined based on the
assessment of company’s actual internal and external
environment (all mentioned basic dimensions) as well as the
values of the resulting model vector, and it will ensure that
every management recognizes the significance of each
factor necessary for maintenance or achievement of
competitive strategic position.

The model can be improved when determining the
relative importance of each of the proposed factors, that is,
indicators. This significantly complicates the process of
application of the SPACE model but does not diminish its
quality as a detailed and comprehensive tool for strategy
planning. Therefore, some of the methods of multiple-
criteria decision-making can be used for this purpose — AHP
method, for example, as Gurbuz showed in his paper
(Gurbuz, 2013; Gurbuz, 2019).

Possible model constraints unequal representation of all
categories of the company - most of the companies involved
in the research are privately owned SMEs - which is in line
with the economy of the Republic of Serbia which structure
is the same as the ones of the European countries
(dominance of SMEs in relation to big companies). The
question remains whether this can be improved or changed,
precisely because of that. Also, some additional model
constraints are as follows: The directional vector could fall
directly on an axis or could even go nowhere if the
coordinate is (0,0); Implications of the exact angle of the
vector within a quadrant are unclear. (Allen & Helms,2006).
These were the limitations that were observed in the results
of the research - the unstable position of the resulting vector
and unexplained situation when the vector is along one of
the axis of the coordinate system (Rumanti & Syauta, 2013).

Furthermore, the model can be improved by using the
Cost/Benefit analysis in order to evaluate the appropriate
strategy alternative for defined strategic position. Further
research could also include strategy implementation,
strategic control, or strategic issues (globalization, IT
culture, strategic change, etc.) that might occur in the SME
(Safari et al., 2013).

The proposal to overcome the limitations of the SPACE
model, especially when selecting the appropriate strategy,
was also provided by Taranukha Yury, who, in his paper
(Taranukha, 2016), proposed the dynamic approach and
classification of the factor into 3 groups: the scale (level) of
competition (local, national, international, global); market
type (price-related, non-price, Figureht for leadership) and
the type of firm behavior (defensive, competitive,
aggressive — SPACE model).

The results of applying the model indicate the strategic
position of the company and set of generic, recommended
strategies for each position. Considering the fact that one
quadrant, (one strategic position) can have several
recommended strategies, certain authors have combined
SPACE model and FUZZY logic, which was also used in
the paper fuzzy TOPSIS, together with SWOT analysis.
Such an aggressive strategic approach has the proposed SO
strategies  (strength-opportunities), and competitive
approach — ST strategies (strength-threats). The
improvement of SPACE model (that is, its modification)
and the advantages of the fuzzy logics are also presented in
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the paper (Bafandeh et al., 2012). Fuzzy logic is a good
method for decision making in SMEs, helping them to
strengthen competitiveness through developing the
information systems with flexible structure that allows to
consider all changes in business environment, and to reduce
the time-to market with the system (Shpolianska, et al.,
2017).

Moreover, certain papers have proved that the SPACE
model can also be used for the assessment of compliance of
the project or its position with the company’s position
(whether the project complies with the position of the
company or not). In any case, the results of the research
show that the SPACE model is acceptable and applicable in
developing countries as well (Borocki et al., 2018).

SUPER SPACE analysis assumes that the likelihood of
the factors remaining at the same level in the future.
Analysis presented in this paper showed how to combine
value and significance of every factor and indicator of every
basic dimension in order to define set of critical factors.
Since the company has an influence on internal
environment, this set should be consists only from the
factors that belong to internal dimensions: Competitive
Strength (CS) and Financial Strength (FS). The factor
becomes critical if it its value is low but its significance for
business activities is over average. This is presented through
value of the GAP attribute. The company needs to estimate
potential with which it overcome this situation and improve
Acknowledgement
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