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Abstract

This paper uses employer survey data to identify whether and why the probability that a firm uses external advice varies across sectors. The results suggest that the probability of a firm using external advice does vary across sectors and these sector differences can be explained by differences in inherent problems, managerial aspirations and location. Policy makers should not be sector-blind when encouraging firms to use external advice.
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1. Introduction

Ensuring that businesses have access to quality and cost-effective external advice services is a cornerstone of UK Government policy towards small businesses (Small Business Service, 2003a, 2003b; HM Treasury, 2008). Many other governments and supra-national organisations also promote and finance business support agencies of various types (Bannock, 2005; European Commission, 2003; OECD, 2000; Massey, 2003; Lauder et al., 1994; Parker, 2000), whereas a lack of access to business support services is regarded by some policy-makers  as being a significant barrier to entrepreneurial development in disadvantaged areas such as the Objective One regions of the European Union (Small Business Service, 2004; Trade and Industry Committee, 2004).

Policy makers at local, regional, national and supranational levels focus primarily upon the supply side of the business advice process, with considerable attention being paid to the availability, quality, cost and use of external advice services, whether provided by private sector organisations (financial advisors, legal advisers, management consultants, trainers etc.) or by public or quasi-public sector institutions. The rationale for public intervention and policy design is detailed in Mole and Bramley (2006).
In contrast, relatively little is known about the demand side of the business support equation, in particular the reasons why some firms use external advice services and – by implication – why others do not. Papers that do address this issue, such as Johnson et al. (2007), do not attempt to identify whether there are differences in the use of external business advice between sectors and whether certain factors contribute to a much greater extent for firms within different sectors. To address this gap in the literature this paper identifies and quantifies factors which contribute to a firm’s decision to use external advice and examines the different strengths of these factors between sectors. Furthermore, we do not simply assume that the sector is important in itself but suggest that the importance of drivers of business support seeking will vary by sector.
The paper is structured as follows. The next section provides a brief literature review of the factors associated with the use of external business advice. Section 3 and 4 details the estimation procedure and the data set respectively. Section 5 presents the results and Section 6 concludes with a brief discussion on policy implications.

2. Literature review and hypotheses
Even though providers of external business advice often spend considerable resources and effort attempting to persuade businesses to use their services, research on firms’ use of business support in the UK (Smallbone et al., 1993; Johnson et al., 1998; Robson and Bennett, 2000b; Wren and Storey, 2002; Bennett, 2008; Mole et al., 2008) and in a number of other countries including Sweden (Hjalmarrson and Johansson, 2003), Norway (Gooderham et al., 2004), Belgium (Lybaert, 1998), Spain (Soriano et al., 2002) and the United States (Chrisman and McMullen, 2000; Fuellhart and Glasmeier, 2003) collectively demonstrate that the process of seeking and utilising external support is a complex one involving several inter-related factors. Essentially, external business advice is a derived demand: advice is not sought for its own sake, but because it is thought by the business to be likely to lead to an improvement in an area of business performance.

The resource-based theory of the firm has a well established tradition in the economics literature, see for example Penrose (1959), Porter (1998) or Bennett and Robson (2003), and it provides a useful basis upon which to consider the factors that determine the propensity of a business to seek advice from sources other than those available within the firm and focuses on the extent to which the firm seeks to derive competitive benefits through increasing strategic knowledge and information from internal and external sources. The demand for external advice may be expressed in market terms as a willingness to pay for the services of a business adviser, information provider, consultant or other similar individual or organisation. Although much publicly-funded business advice is free at the point of use, businesses are generally required to invest time and other resources in the process. 
It is important to note the sector within which businesses are operating as this may have an important influence on the propensity of an individual business to use external advice services. Johnson et al. (1998), Robson and Bennett (2000a) and Johnson et al. (2007) all find that controlling for sector background is important when modelling the use of external advice services. For instance Johnson et al. (1998) implies that businesses in rapidly changing sectors, such as information technology, are much more likely to seek external advice than those in more stable sectors, such as retailing or transport. The sector is an important dimension to the analysis, reflecting differences between sectors in the extent and nature of networking between businesses, stratifying and supply chain links, the history of the provision and use of external advice, the level of management training and a range of other unobserved factors associated with individual sectors.

Moreover, there are a number of relationships between the characteristics of the firm and its propensity to seek external advice that may vary by sector. For example, sector specific business cycles will influence a manager’s ideas concerning their firm’s growth and associated organisational changes, which are likely to provide a challenge to the internal resource and knowledge base of a firm, most obviously in relation to the managerial skills and capacities of the owner-manager.

Firm level characteristics

Growth challenges may be focused in three important managerial intentions: to increase profits, to increase turnover and to identify and service new export markets. In line with Johnson et al. (1998), we suggest a positive relationship between ‘growth orientation’ and the seeking of external advice.  Businesses that intend to grow (in terms of profits, turnover, employment and/or market coverage) are more likely than others to need (and benefit from) external advice or support.

At the other end of the scale, businesses facing difficulties of various types are likely to seek support to assist in overcoming problems, again due to the firm facing new challenges outside of the experience and often the competency of the owner-manager or the management team. The problems may be associated with filling vacancies or overcoming factors that restrict the firm’s ability to prosper. Hence, past and intended future performance of the business may induce businesses to seek external advice.  

A further consideration behind sourcing external business advice is often related to the need for advanced IT. Greater product or process sophistication is likely to give rise to the need for external assistance in the form of training, technical support and/or collaboration with external organisations such as universities, research institutions or other businesses.  The more complex is the technology that a firm is using, the more likely there is to be a gap between internal resources and the resources required in order to make the most effective use of technology. Therefore we suggest a positive relationship between advice seeking and appropriate measures of the technological sophistication of the business, such as use of information technology or extent of research and development activity. Empirical evidence on this issue is limited but Freel (2000, p. 263) concludes: “the evidence suggests that the most innovative firms are involved in extensive and diverse links with a variety of external sources of knowledge and expertise”.
3. Data

Data used in this analysis were taken from the South Yorkshire Employer Survey, which is a cross-section data set that was collected in 2000 by the Policy Research Institute (at Leeds Metropolitan University) on behalf of the Training and Enterprise Councils (TECs) in South Yorkshire.  The survey comprised telephone interviews – using a stratified sampling approach and a structured survey instrument – with over 2000 employers located in the Sheffield, Doncaster, Rotherham and Barnsley districts of South Yorkshire and is representative of the sectoral distribution of the region. This data set is extremely rich and, to the knowledge of the authors, remains one of the most contextualised business population data sets available. 
The South Yorkshire sub-region of England has experienced significant restructuring in recent years, particularly associated with the decline of traditional industries such as coal mining and steel production. The extent of the problems faced by the sub-regional economy has been recognized by the European Union and South Yorkshire was granted Objective One status from 2000. The promotion of an enterprise culture, higher business start up rates and improved competitiveness among existing SMEs form important components of the Objective One strategy and programme over the period from 2000 to 2006. Business support by agencies such as BusinessLink, alongside the provision of financial support, infrastructure development and support for workforce training are all very important activities foreseen as key components of a strategy to regenerate the area. Identifying the types of business that might be most open to, and make most use of, such external support would be valuable to the effective operation of the Objective One and associated programmes.

The term ‘business support’, which we use interchangeably with ‘business advice’, was defined broadly to include business information, advice, guidance, consultancy, training and financial support but to exclude routine banking facilities and audit requirements.  External support could be sought from any types of organisation, including banks, accounts and private sector consultants, as well as publicly funded institutions.

4. Model
In addition to typical demographic variables (number of workers, training funds, financial position, business and training plans), we include a number of other variables to control for specific sector and firm level characteristics in our regression analyses.

First the nature of the market within which the business is operating may influence the extent to which a business owner-manager feels the need to seek external advice.  A business operating within mainly local markets is likely to be able to operate largely on the basis of internal resources and therefore need limited external support, particularly in relation to market development. On the other hand, operating within wider geographical markets, and particularly export markets, is likely to require considerable knowledge and resources which may be in excess of those available within the business. This is exacerbated in the case of smaller businesses which typically operate from one base or a small number of bases (Wolff and Pett, 2004; Westhead and Wright, 2001). Therefore we hypothesise a positive relationship between the geographical spread of a firm’s market (called % local in our models below), and its propensity to seek external advice. Robson and Bennett (2000b) produced mixed results concerning the relationship between export activities and the use of external business advice, in the context of a multivariate analysis.

Second, the resource-based theory of the firm implies that structural factors will be important determinants of the firm’s propensity to seek external advice. Smaller and younger businesses are likely to have more limited internal resources than larger and/or more well-established businesses. This implies a negative relationship between advice-seeking and firm size, (Workers), and firm age, (Age), as newer and smaller firms attempt to close the gap between internal resources and the requirements of business success. On the other hand, new and/or small firms tend to have limited financial resources and to have limited time to seek out advice suppliers. 
Indeed, suppliers of commercial advice services may have an incentive to focus their attention on more lucrative markets among medium to large scale businesses and public sector organisations. In general, larger organisations are highly complex and so may require a higher level of external support than smaller, less complex organisations. We suggest that the relationship between firm size, age and utilisation of external advice is a complex one that cannot be determined through a priori reasoning alone. However, empirical studies, most of which focus on publicly financed or provided advice services, tend to support the hypothesis of a positive relationship between the size of a firm and its use of external advice services, i.e. the ‘complexity’ effect outweighs the ‘resource limitation’ effect. For example, on the basis of a bivariate analysis, Johnson et al. (1998) suggested that the use of external advice by SMEs is positively associated with firm size.  Bennett et al. (1999) and Boter and Lundstrom (2001) found similar results using multivariate techniques.  However, the work of Smallbone et al. (1993) indicates that, despite a widespread belief that advice and support is most useful to new and young businesses, many mature firms can and do benefit from such support, suggesting that the relationship between advice seeking and business age may be more complex than generally assumed.

We control for local area characteristics (Doncaster, Rotherham, Barnsley and with Sheffield as the control area) to account for differences in local market conditions and supply chains, etc. Finally we also control for the formal planning within the firm (Training plan, Business plan, Finance, Funds employee training and R&D budget).

Our focus is therefore on whether a firm is more likely to use external advice when trying to i) growth through either increasing profits, increasing turnover, increasing workers or finding new export markets, or ii) surmount problems associated with using IT or their ability to either fill vacancies or ability to prosper. Variables employed in the analysis are detailed in Table 1.
{Table 1 about here}

Table 1 illustrates that 30% of the sample has used external advice. A large majority of these firms (75%) use IT, over half (51%) indicate that their main objective is to increase profitability. Nearly half (46%) have a business plan and approximately one third (33.5%) have a training plan, while 28% of firms in the sample come from Sheffield, which is the largest of the four sampled conurbations.

We build a picture of the type of businesses that are most (and by implication least) likely to use external business support. A first step in our empirical investigation is to examine whether there are differences across sectors in the use of external advice. For this we employ a cross-tabulation which is presented in Table 2.
{Table 2 about here}

Based on our dataset, the results of the cross-tabulation suggest there are sector differences in the take up of external support services. Firms in the ‘finance and real estate’ and ‘health and social work’ sectors are much more likely to use external advice than firms operating in the ‘wholesale’, ‘transport and communications’ and ‘other public services’ sectors. Firms in the ‘manufacturing’ sector are somewhere in the middle.

It may be true that each firm has similar characteristics to other firms in the same sector. If firm characteristics are not totally random but instead clustered according to sector, then standard types of regression estimation will produce biased results. The solution to this problem is to use a model in which the degree of dependency within clusters is jointly estimated with the usual model parameters. Accordingly, we begin by using a binominal logistic regression with random effects to capture sector heterogeneity. Our next step is to estimate whether the explanatory variables have stronger effects for firms in specific sectors. 

Estimation procedure
Data on this topic of use of external advice is necessarily dichotic (i.e. having values of either 1=yes or 0=no) as is whether the business utilises advice on any topic from any source outside of the firm. Our definition of external advice is adopted from the survey upon which our empirical analysis is based and excludes the seeking of routine financial or related advice from banks or accountants. 

In line with the above theoretical considerations we model the decision of a firm to use external advice using a logistic econometric model where the dependent variable is whether or not the firm used external business support services in the previous two years. 
The empirical estimation follows two strands: first we seek to ascertain whether certain firm characteristics are associated with a higher probability of using external advice and, second, whether the importance of these firm-level characteristics varies by sectors. To test for sector-specific effects we employ sector dummy variables to identify whether the explanatory variables have different effects in different sectors. If there is no difference in the parameter estimates across the sectors then the parameters on the sector dummy variables should be insignificantly different from zero. 

5. Results

Given the identification of strong differences between sectors in the use of external business advice, as presented in Table 2, we start the regression approach by incorporating sector based random effects. These results are presented in Table 3. The dependent variable in each regression is whether the firm used external advice in the two years prior to the survey.
{Table 3 about here}

It is clear from model that our a priori expectations regarding the signs of most of the coefficients are borne out. There is some evidence to suggest that greater concentrations in local markets reduce the likelihood of using external advice, although the variable, % Local, is significant at only the 10% level. There is some evidence that location is important with firms. On average firms in Rotherham and Barnsley are less likely to take up external advice than those located in the larger urban/metropolitan centre of Sheffield. Doncaster is not statistically different from Sheffield and this might be because Doncaster is an urban/metropolitan area similar to Sheffield. Having a forward-looking approach to business, as proxied by the presence of a training plan (Training Plan), increases the likelihood of taking up external advice.

Changing our focus to those variables strongly associated with surmounting problems we find the following results. First if the business uses IT or has experienced problems filling vacancies or problems restricting their ability to prosper, then this increases the probability that the firm will use external advice. 
Similarly those variables strongly associated with firm growth and expansion, through either increasing workers or finding export markets both enhance the likelihood that the firm will use external advice.

Based on the mean values of these variables (Table 1) there is a ‘hierarchy’ of growth ambitions with just over half of responding organisations aiming to increase profits and 33% wishing to increase turnover.  At the other end of the scale, 23% envisaged an increase in employment and 12% had aspirations to export.  The results of the random effects logistic regression analysis (Table 3) suggest that, in general, businesses that are aiming to increase profit and/or turnover without necessarily entering new markets or recruiting new staff, have a relatively low probability of requiring external support.  It appears to be more substantive changes (new markets, new employees or new products or processes) that are most associated with the need for external assistance.  We concur with the findings of Johnson et al. (1998, 2007) that growth orientation (using anticipated employment growth as a proxy) is a key factor that predisposes businesses in general to seek external support.

Are the effects equal across sectors?

Given the theoretical background and the results presented in Table 3, it might be worth investigating whether the variables identified as being important are of equal importance for firms in different sectors. To undertake this part of the investigation we drop the use of sector random effects and estimate logistic regressions with compound variables, as outlined in section 4 and presented in Table 4. According to the collective variable deletion tests, the factors that affect the probability of using external advice differ significantly between sectors.
{Table 4 about here}

The cross-tabulations reported in Table 2 suggest that firms in the ‘health and social work’ and ‘finance and real estate’ sectors are more likely to use external advice. However, the logistic regressions reported in Table 4 indicate those operating in the ‘health and social work’ sector are much less likely to use external advice than firm operating in other sectors if they wish to increase turnover. This is perhaps not unexpected due to the market structure of this sector and their strong links to the public sector and is in stark contrast to those for firms operating in other sectors. 
The results reported in Table 4 indicate that firms operating in the ‘finance and real estate’ sector use external advice to solve problems rather than to grow. Under the fitted model these firms are 3.9 times more likely to use external advice if they are suffering from problems that are believed to restrict their ability to prosper. The evidence also suggests that these firms are more likely to use external advice if they have a relatively high proportion of their turnover derived locally.

According to Table 2, manufacturing firms are the next most likely to use external advice. Table 4 suggests that such firms are less likely to use external advice as they get older and this is in contrast to firms operating in all other sectors where age appears not to be an important factor, and for firms in the ‘wholesale’ sector where they are statistically more likely to use external advice as they get older. Under the fitted model, manufacturing firms are half as likely to use external advice when their main objective is to increase profits, which is similar to those firms operating in the ‘transport and communications’ sector but opposite to the firms operating in the wholesale sector.
 They are also 1.5 times less likely to use external advice if they have a business plan, which is in stark contrast to firms operating in the wholesale sector where they are 2.55 times more likely.

Location also seems to be an important factor. Relative to Sheffield, firms located in the other areas are, on average, less likely to use external advice. Firms operating in the ‘other public service’, ‘finance and real estate’ and manufacturing sectors are much less likely than the average firm to use external advice if they are located in Doncaster. Manufacturing firms located in Rotherham do not appear to be less likely to use external support than those located in Sheffield; this is the same for wholesale firms located in Barnsley too. Firms in the transport and communications sector are more likely to use external support if they are located in Barnsley rather than in Sheffield.
Given the results of this empirical analysis, it suggests that it is essential to take into account the influence of the sector in assessing the factors associated with the use of external advice and for providers of external advice to recognise that the demand for their services is driven by different factors for firms in different sectors.  Nonetheless, the results do indicate that ‘pull factors’ (growth orientation and non-local markets) and ‘push factors’ (recruitment difficulties and Restrict ability to prosper) both play an important role in influencing whether a business seeks external advice or support suggesting that further research could focus on the local business environment.

Specifically, the results suggest that:

· Manufacturing firms which are younger and larger (in terms of the number of workers) are more likely to use external business advice. They are less likely to use external business advice if they wish to increase profits or have a business plan.

· Wholesale firms which are older and larger (in terms of the number of workers) are more likely to use external business advice. They are more likely to use external business advice if they wish to increase profits but are less likely to feel restricted concerning their ability to prosper. If they fund employee training then there is only tentative evidence to suggest that they may use external business advice. If they have a business plan then they are more likely to use external business advice, which is contrary to that illustrated for manufacturing firms.

· Transport and communications firms which seek to increase profits are less likely to use external business advice; however if they raised external finance in the last 12 months then they are more like to use external business advice.

· Finance and real estate firms are more like to use external business advice if they are experiencing problems that restrict its ability to prosper or have a high percentage of the turnover derived locally (within a 10 mile radius).

· Firms from other public services do not appear to be different from the average firm in their decisions to use external business advice.

· Health and social work companies are less likely to use external business advice if they seek to increase their turnover or have an R&D budget.

· Firms in Rotherham are less likely to use external business advice, though this does not apply to manufacturing firms. Similarly, firms in Barnsley are less likely to use external business advice, though this does not apply to wholesale or transport and communications firms.

The results presented above are based on a specific data set and the acceptance of an econometric approach. It is, of course, entirely possible that the respondents (manager or delegate) of the questionnaire misinterpreted questions, provided incorrect answers in error and do not fully understand their own companies or markets. Such limitations are inherent in all quantitative and qualitative studies. The results should be replicated with different data sets and different techniques to ensure their accuracy and external validity.

5.
Conclusion

This paper has attempted to identify whether there are variations in the likelihood of firms using external advice and whether the drivers of the take up of external advice vary in importance across sectors. The results suggest that there are indeed significant differences in the drivers of business support seeking across broad sectors of the South Yorkshire economy. For example, the aggregate model identifies unfilled vacancies as a positive driver for business support seeking but difficulties in filling vacancies appears to be negatively associated with external advice seeking for manufacturing organisations. For the distribution sector, having a business plan is positively associated with external advice seeking, whereas manufacturing businesses appear to seek external advice as a substitute for business planning.
The main implication of the findings reported in this paper is that sector is an important element of the heterogeneity of the SME sector and has an important role to play in determining not only the overall propensity of businesses to seek and use external advise, but also the factors that trigger external advice seeking. A more nuanced understanding of these complex patterns of business decision making would help policy makers to more effectively target business support resources, such as those funded by the Objective One programme, and to anticipate the impact of changed macro and micro conditions on businesses operating in different sectors.
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Table 1: Means and standard deviations of variables used in estimation

	Variable
	Definition
	Mean
	St. Dev.

	Advice
	= 1 if the firm has used external business support services in the past 2 years;

= 0 otherwise
	0.300
	0.459

	Age
	The number of years that the firm has been established
	18.207
	26.835

	Workers
	Total number of employees
	17.078
	24.608

	% Local
	The percentage of the turnover derived locally (within a 10 mile radius)
	55.858
	41.680

	Increase workers
	= 1 if the firm intends to increase employment in the next year;

= 0 otherwise
	0.232
	0.422

	New export markets
	= 1 if the firm will explore new export markets exports or intends to export  in the next year; 

= 0 otherwise
	0.123
	0.328

	Increase profits
	= 1 if the firm’s main objective  is to increase profits;

= 0 otherwise
	0.514
	0.500

	Increase turnover
	= 1 if the firm’s main objective is to increase turnover;

= 0 otherwise
	0.332
	0.471

	Problems filling vacancies
	= 1 if the firm is experiencing, or has experienced over the last 12 months, difficulty is having trouble filling vacancies;

= 0 otherwise
	0.171
	0.378

	Restrict ability to prosper
	= 1 if the firm is experiencing problems that restrict its ability to prosper;

= 0 otherwise
	0.360
	0.481

	Use IT
	= 1 if the firm uses information technology/computers; 

= 0 otherwise
	0.749
	0.434

	R&D Budget
	= 1 if the firm has a research and development budget;

= 0 otherwise
	0.131
	0.338

	Funds employee training
	= 1 if the firm had funded or supported any training of employees over the last 12 months;

= 0 otherwise
	0.529
	0.496

	Finance
	= 1 if the firm has raised external finance in the past year; 

= 0 otherwise
	0.216
	0.412

	Business Plan
	= 1 if the firm has a written business plan;

= 0 otherwise
	0.458
	0.499

	Training Plan
	= 1 if the firm has a written training plan;

= 0 otherwise
	0.335
	0.473

	Doncaster
	= 1 if the firm is located in the Doncaster area;

= 0 otherwise
	0.231
	0.422

	Rotherham
	= 1 if the firm is located in the Rotherham area;

= 0 otherwise
	0.234
	0.424

	Barnsley
	= 1 if the firm is located in the Barnsley area;

= 0 otherwise
	0.254
	0.435

	Sheffield
	= 1 if the firm is located in the Sheffield area;

= 0 otherwise
	0.282
	0.450


Notes: n = 1229. These descriptive statistics are for the entire data set employed in the random effects estimation.

Table 2: Use of external business advice by sector

	
	
	Sector
	Total

	
	
	
	Manufacturing
	Wholesale
	Transport and Communications
	Finance and

Real Estate
	Other Public

Services
	Health and Social Work
	

	External Business Advice
	0
	Count
	112
	239
	57
	118
	84
	51
	661

	
	
	% within sector
	61.5%
	78.6%
	72.2%
	53.9%
	75.7%
	55.4%
	67.0%

	
	1
	Count
	70
	65
	22
	101
	27
	41
	326

	
	
	% within sector
	38.5%
	21.4%
	27.8%
	46.1%
	24.3%
	44.6%
	33.0%

	Totals
	Count
	182
	304
	79
	219
	111
	92
	987

	
	% within sector
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%
	100.0%

	
	% across sector
	18.4%
	30.8%
	8.0%
	22.2%
	11.3%
	9.3%
	100.0%


Table 3: Logit estimation with random effects for sector heterogeneity
	Variable
	Full Model

	n
	1229

	Age
	0.003*

(1.86)

	Workers
	-0.001

(0.20)

	% Local
	-0.002*

(1.68)

	Increase workers
	0.366***

(3.63)

	New export markets
	0.557***

(4.33)

	Increase profits
	0.003

(0.03)

	Increase turnover
	-0.001

(0.01)

	Problems filling vacancies
	0.234**

(2.07)

	Restrict ability to prosper
	0.498***

(5.52)

	Use IT
	0.426***

(3.30)

	R&D budget
	0.225*

(1.78)

	Funds employee training
	0.626***

(6.35)

	Finance
	0.302***

(2.97)

	Business Plan
	0.038

(0.35)

	Training Plan
	0.201*

(1.81)

	Doncaster
	-0.004

(0.03)

	Rotherham
	-0.402***

(3.29)

	Barnsley
	-0.283**

(2.28)

	Constant
	-1.693***

(8.91)

	Log likelihood
	-579.530

	Wald Chi2
	234.19***

(0.000) 

	Likelihood Ratio Test of rho = 0
	7.83***

(0.003) 


Notes: Absolute z values (pseudo t statistics) in parentheses. *, **, ***, denote significance at the 10%, 5% and 1% level respectively. The dependent variable in each regression is whether the firm uses external business advice, while the dummy for location is Sheffield.

Table 4: Pseudo-chow test logistic regressions by sector
	Variable
	Manufacturing
	Wholesale
	Transport and Communications
	Finance and

Real Estate
	Other Public

Services
	Health and

Social Work

	
	Standard
	Compound
	Standard
	Compound
	Standard
	Compound
	Standard
	Compound
	Standard
	Compound
	Standard
	Compound

	Industry Dummy
	0.179
(0.960)
	-0.795
(0.793)
	-19.824***
(1.681)
	0.481
(1.135)
	-1.875
(1.896)
	-16.711***
(1.629)

	Age
	0.005

(0.004)
	-0.022**

(0.009)
	-0.001

(0.004) 
	0.017*

(0.009)
	0.003

(0.004)
	0.024

(0.022)
	0.006

(0.004)
	-0.011

(0.009)
	0.001
(0.004)
	0.007
(0.010)
	0.003
(0.003)
	0.042
(0.028)

	Workers
	-0.007*

(0.004)
	0.032***

(0.011)
	0.002

(0.004)
	-0.012

(0.008)
	-0.001

(0.003)
	0.001

(0.014)
	0.003

(0.004)
	-0.012

(0.008)
	-0.001
(0.003)
	-0.001

(0.021)
	-0.001
(0.003)
	-0.003
(0.020)

	% Local
	-0.001

(0.002)
	-0.005

(0.008)
	-0.002

(0.002)
	-0.003

(0.005)
	-0.003

(0.002)
	0.001

(0.010)
	-0.003

(0.002)
	0.010**

(0.005)
	-0.002
(0.002)
	0.006
(0.011)
	-0.002
(0.002)
	-0.002
(0.010)

	Increase workers
	0.802***

(0.199)
	-0.845

(0.564)
	0.412*

(0.211)
	0.907**

(0.438)
	0.629***

(0.189)
	1.386

(0.995)
	0.601***

(0.219)
	-0.085

(0.424)
	0.656***

(0.186)
	-0.123
(0.947)
	0.752***

(0.192)
	-0.919
(0.702)

	New export markets
	0.723**

(0.288)
	0.351

(0.547)
	0.898***

(0.257)
	-0.290

(0.599)
	0.804***

(0.236)
	1.094

(1.130)
	0.934***

(0.260)
	-0.149

(0.569)
	0.786***

(0.235)
	0.700
(1.055)
	0.810***

(0.229)
	-1.545
(2.605)

	Increase profits
	0.062

(0.187)
	-0.841*

(0.504)
	-0.192

(0.201) 
	0.660*

(0.393)
	0.055

(0.172)
	-2.162**

(0.956)
	-0.119

(0.194)
	0.071

(0.411)
	-0.065
(0.172)
	-0.042
(0.857)
	-0.053
(0.174)
	-0.374
(0.988)

	Increase turnover
	-0.113

(0.204)
	0.804

(0.571)
	-0.108

(0.225)
	0.490

(0.401)
	-0.107

(0.189)
	0.863

(1.118)
	0.068

(0.210)
	-0.363

(0.447)
	-0.006

(0.185)
	-0.038
(1.056)
	0.010
(0.185)
	-2.181*
(1.305)

	Problems filling vacancies
	0.470**

(0.226)
	-1.069*

(0.625)
	0.343

(0.239)
	-0.101

(0.504)
	0.453**

(0.218)
	-0.874

(0.885)
	0.350

(0.232)
	0.668

(0.582)
	0.331
(0.214)
	0.275
(0.986)
	0.195
(0.231)
	0.565
(0.696)

	Restrict ability to prosper 
	0.666***

(0.186)
	0.559

(0.493)
	0.924***

(0.200)
	-0.706*

(0.396)
	0.798***

(0.175)
	-0.351

(0.803)
	0.589***

(0.193)
	0.746*

(0.420)
	0.769***

(0.175)
	0.454
(0.830)
	0.773***

(0.177)
	0.151
(0.710)

	Use IT 
	0.992***

(0.294)
	-0.479

(0.752)
	0.915**

(0.377)
	-0.085

(0.556)
	0.937***

(0.268)
	-0.313

(0.617)
	0.741***

(0.284)
	0.010

(1.027)
	0.844***

(0.276)
	1.011
(1.445)
	0.975***

(0.280)
	-1.480
(1.154)

	R&D budget 
	0.362

(0.243)
	0.001

(0.788)
	0.367

(0.261)
	-0.057

(0.551)
	0.423*

(0.231)
	0.994

(1.217)
	0.353

(0.266)
	0.142

(0.510)
	0.326
(0.228)
	1.521
(1.177)
	0.537**
(0.241)
	-1.530**
(0.779)

	Funds employee training 
	1.057***

(0.205)
	0.537

(0.562)
	1.454***

(0.231)
	-0.932**

(0.432)
	1.142***

(0.195)
	-1.049

(0.912)
	1.161***

(0.220)
	0.141

(0.458)
	1.125***

(0.194)
	0.956
(0.975)
	1.050***

(0.191)
	0.041

(0.375)

	Finance 
	0.498**

(0.202)
	0.436

(0.551)
	0.571***

(0.208)
	-0.120

(0.500)
	0.480**

(0.195)
	1.771*

(0.983)
	0.564***

(0.210)
	-0.159

(0.440)
	0.492***

(0.191)
	0.122
(0.817)
	0.518***

(0.198)
	0.826
(0.711)

	Business Plan 
	0.359

(0.221)
	-1.497**

(0.618)
	-0.017

(0.233)
	0.938**

(0.481)
	0.118

(0.206)
	1.189

(1.119)
	0.244

(0.231)
	-0.320

(0.489)
	0.129
(0.209)
	0.888
(0.877)
	0.131
(0.207)
	1.090
(0.957)

	Training Plan 
	0.273

(0.223)
	0.571

(0.601)
	0.315

(0.229)
	-0.218

(0.499)
	0.255

(0.205)
	-0.336

(1.057)
	0.125

(0.234)
	0.570

(0.480)
	0.290
(0.207)
	-0.706
(0.857)
	0.285
(0.208)
	-1.388
(0.923)

	Doncaster
	-0.227

(0.241)
	-1.727**

(0.738)
	-0.110

(0.262) 
	0.488

(0.542)
	0.008

(0.226)
	0.592

(1.288)
	0.357

(0.266)
	-0.956*

(0.515)
	0.176
(0.230)
	-2.358**

(1.038)
	-0.119
(0.229)
	1.307
(1.111)

	Rotherham
	-0.956***

(0.252)
	1.099*

(0.650)
	-0.956***

(0.263)
	0.660

(0.583)
	-0.784***

(0.231)
	1.407

(1.316)
	-0.504*

(0.268)
	-0.211

(0.543)
	-0.603***

(0.230)
	-2.673**
(1.307)
	-0.678***

(0.231)
	-1.397
(1.074)

	Barnsley
	-0.511**

(0.252)
	-0.072

(0.711)
	-0.800***

(0.278) 
	1.128**

(0.566)
	-0.669***

(0.241)
	2.926**

(1.380)
	-0.248

(0.273)
	-0.526

(0.613)
	-0.342
(0.242)
	-2.172**
(1.009)
	-0.633***
(0.242)
	-0.094
(1.056)

	Constant
	-2.902***

(0.377)
	-2.757***

(0.452)
	-2.763***

(0.344)
	-3.031***

(0.385)
	-2.799***

(0.350)
	-2.833***
(0.352)

	Log likelihood
	-473.918
	-477.294
	-481.692
	-480.248
	-482.810
	-479.098

	LR Vars Deletion
	27.67*
	30.09**
	31.98**
	24.04
	12.70
	59.05***

	LR
	304.44***
	297.69***
	288.89***
	291.78***
	285.86***
	294.08***

	Pseudo R2
	0.243
	0.238
	0.231
	0.233
	0.228
	0.235


� 	To take account of personal characteristics of the owner-manager we follow Clark et al. (2001) by including indicators such as the degree of formal planning in the organisation.


� 	The survey data do not allow us to distinguish between different sources of advice.


� 	Furthermore, Bennett et al. (2000a) found that firms located in densely-populated urban areas are more likely than others to be able to access the advice services that they require.


� 	Of interest is the significant negative coefficient for ‘problems filling vacancies’ for manufacturing firms. When the coefficient for the ‘standard’ is added to the coefficient for the ‘compound’ the overall effect is negative. However the standard error suggests that this is not significantly different from zero. Hence, the interpretation of the ‘problems filling vacancies’ for the manufacturing sector is simply that the enhancing effect that appears to be the case of firms in all other sectors does not apply to firms in the manufacturing sector; indeed it appears to have no effect.


� 	Irrespective of whether we use (as this is nominal data) Phi, Cramér’s V, Contingency coefficient, Lambda or an uncertainty coefficient, there is significant differences across sectors in the use of external business advice in our sample.
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