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PREFACE

This abstract book includes all the abstracts of the papers presented at the 7th Annual
International Conference on Small and Medium Sized Enterprises: Management —
Marketing — Economic Aspects, 2-5 August 2010, sponsored by the Business
Division and the Economics Research Unit of the Athens Institute for Education and
Research (AT.IN.E.R.). In total there were 41 papers and 45 presenters, coming from
24 different countries (Australia, Austria, Canada, Denmark, Germany, Hungary,
India, Indonesia, Iran, Italy, Japan, Korea, Latvia, Malaysia, Portugal, Slovakia, South
Africa, Spain, Taiwan, Thailand, Turkey, UK, USA and Zimbabwe). The conference
was organized into 10 panels that included areas such as Technology and Innovation,
Economics and Finance, Entrepreneurship, Management, Social, Institutional &
Policy, Marketing, e.t.c. As it is the publication policy of the Institute, the papers
presented in this conference will be considered for publication in one of the books of

ATINER.

The Institute was established in 1995 as an independent academic organization with
the mission to become a forum where academics and researchers from all over the
world could meet in Athens and exchange ideas on their research and consider the
future developments of their fields of study. Our mission is to make ATHENS a place
where academics and researchers from all over the world meet to discuss the
developments of their discipline and present their work. To serve this purpose,
conferences are organized along the lines of well established and well defined
scientific disciplines. In addition, interdisciplinary conferences are also organized

because they serve the mission statement of the Institute. Since 1995, ATINER has


http://www.atiner.gr/docs/RESEARCH_DIVISIONS.htm
http://www.atiner.gr/docs/RESEARCH_DIVISIONS.htm
http://www.atiner.gr/docs/ECONOMICS_UNIT.htm

organized close to 150 annual international conferences and has published over 100
books. Academically, the Institute is organized into four research divisions and
nineteen research units. Each research unit organizes at least one annual conference

and undertakes various small and large research projects.

I would like to thank all the participants, the members of the organizing and academic
committee and most importantly the administration staff of ATINER for putting this

conference together.

Gregory T. Papanikos
Director



Costing Problems and Strategical
Cost Management Applications in SMEs

Ali Alagoz
Professor, Selcuk University, Turkey
Yunus Ceran
Professor, Selcuk University, Turkey

International competition gradually increases and becomes more intense as well as
liberalization on world trade day by day. It is no possible to think SMEs as seperate
ones from global world and global competitive environment. Nowadays as a result of
adding a new dimension to competition concept due to rapid technological changes
still experienced, developing and using production technologies based on
specification take place of understanding of competition based on cheap labour force
and natural resources with the effect of globalization in international markets.
Competitive understanding having a new dimension requires producing goods and
service of high quality on suitable prices. In this economical structure, the function of
accounting information system becomes importance in making effective decisions,
seeing and assessing the opportunities for enterprise management.

Not creating complete and healthy structure on accounting system in SMEs causes
an obstacle for institutionalization of enterprises, obtaining competitive power and
keeping this power in international markets. Due to excessive unregistered operations,
published unreal financial statements especially affect credit value in a negative way,
also present large deficiencies in the framework of Basel 11 as well as defects in cost
accounting applications, not seeing existent positions of SMEs and the future.

After globalization, on the world integrated in only one market like a small
village, enterprises will continue to survive in case they produce customer-focused
and high-quality (quality) products, especially taking customers’ pleasure, desire,
wish, choice and demands into consideration and they present these products on
suitable prices (cost) within the required time (time) for customers.

In this study, strategical cost management applications will be evaluated under
costing problems and fascinating triangle “quality-cost-time” as strategical
competitive items in SMEs.



Food SMEs Facing Vertical Competition with Retailers:
Marketing Management Capabilities as Tools to Be Price Maker

Alessandro Banterle
Associate Professor, University Degli Study of Milano, Italy
Laura Carraresi
Researcher, University Degli Study of Milano, Italy

Vertical competition between retailers and manufacturers is an important factor
that is continuously changing the competitive environment in several industries,
especially in the food one. In this sector, small and medium sized enterprises (SMES)
constitute the most part of the EU food firms, especially for what concerns traditional
food products (TFPs). Given their small size, they have difficulties in developing a
sufficient bargaining power to fix the right price for their products. Nevertheless,
traditional food SMEs could also profit by some market opportunities, connected to
the evolution of consumer preferences towards food quality, by adapting their
strategies and improving their marketing management capabilities (MMC), which
could help them to enhance their market power, and shift their position from price
‘taker’ to ‘maker’.

The purpose of this paper is to analyse the relationship between MMC and the
ability of firms to fix the price, in order to understand if good results in marketing
management could have a positive and significant link with the possibility to be price
maker.

An interactive questionnaire published on the web has been used for data
collection, with the aim to evaluate MMC of SMEs, included the capability to affect
the price setting. The sample is composed by 470 European SMEs producing TFPs.
Ordinal regression model was run to explain the relationship between the ability of
firms to fix the price and the variables expressing MMC.

Our empirical analysis reveals that SMEs reveal quite weak MMC. This is
particularly true for micro-sized firms. Moreover, the firms show poor ability to fix
the price. However, the analysis underlines that the knowledge of the marketplace is a
driving force to be market oriented and consequently to be able to fix the price, as
well as other two variables connected with the ability of the firm to adapt the budget
and promotional activities to market changes.



Human Resources Strategy in Retention of Employee
in Small and Medium IT Enterprises in Western India

K. Bhattacharya
Professor, University of Pune, India
Pushpa Sahay
M.B.A, Research Student, University of Pune, India
Rohan Navle
M.B.A, Research Student, University of Pune, India
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The Role of Family in the Corporate Governance
of SMES in Local Productive Systems

Vitor Braga
Full Professor, CIICESI, Portugal
Alexandra Braga
CIICESI, Portugal
Amelia Carvalho
CIICESI, Portugal

The family involvement in firms is observable is most economies around the
world, although there are significant differences among these countries, not only
regarding its predominance in these economies, but also in what refers to the levels of
involvement of the family in business.

This research aims at understanding the family-based firms’ management when
compared to non family based, with particular regards to the forms of corporate
governance. This analysis is based on case studies and on secondary data found in the
literature to support the findings from the empirical research. The data was collected
via face to face in-depth interviews with entrepreneurs from the furniture and the
events organisation industries (where the family is present in the furniture but not on
the events organisation industry) and with industry and regional business associations.

The case studies used in this research allowed the comparison between the
Portuguese firms when the family plays an important role in business and those in
which the family is absent. It has been found that there are important differences in
businesses in countries/industries/local productive systems in which the family is seen
as a dominant institution in the society (where businesses are based on strong ties;
there is a harmonious relationship between the family members; and the family is
accepted locally and dominates the firm organization) and on situations in which the
family plays a more marginal role in the society. In fact, the family brings special
characteristics to the business, in terms of management, corporate governance, inter
and intra firm relationships and succession.

Our findings confirm other empirical studies’ results found in the literature. Thus,
this article provides a discussion on the factors that play a role in the form of
corporate governance structure in family firms highlighting the pros and cons of
organising the firm around the family.
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Creating Competitive Advantages through IT Innovation in Small
and Medium-Sized Enterprises: An Organisational Perspective

Jeffrey Chang
Principal Lecturer, London South Bank University, UK

There is a body of literature on the positive relationship between innovation and
business success and growth. In particular the advances of modern information
systems and information technologies have increased the speed of the innovation
process.

Innovation will require sufficient resources, both human and financial, to support
skills and capabilities to facilitate innovation. To foster an environment for IT
innovation requires a strategic emphasis on IT investments and research and
development (R&D). With respect to the innovation process both good
communication skills among the people involved and teamwork efficiency are key to
success. Innovation also requires a risk-taking attitude and adequate management
support.

It has been suggested that small and medium-sized enterprises (SMEs) are at a
disadvantage in innovation. They have limited time and resources to invest in IT,
staff and R&D. The owner and staff are usually tied up with day-to-day transactions
or following clients’ specifications. There is little scope for product innovation. Small
business owners are risk averse and reluctant to implement radical business process
change. This limits process innovation. Informal and flexible structures with support
and funding from government and knowledge centres (such as Universities) would,
however, increase the possibility of successful innovation in SMEs.

The paper provides a review of the relevant literature on innovation, IT innovation
and SMEs. The research intends to develop a conceptual framework which will
outline the key organisational factors facilitating or inhibiting IT innovation in the
small business sector. Propositions will be drawn from the research for empirical
testing.
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Tourism Entrepreneurship, Networks and Niche Strategies as
Factors of both Innovation and Preservation in Rural Territories

Anabela Dinis
Professor, Beira Interior University, Portugal

The creation of firms and the promotion of a network of small and medium sized
firms are frequently referred as the most important strategies for the revitalization of
depressed and peripheral rural areas (Mackenzi, 1992, Acs and Storey, 2004; Berlung
and Johansson, 2007; Naudé et al, 2008). Specifically, tourism has been pointed in
literature has an entrepreneurial area specially interesting for the development of rural
areas due to its potential to promote and aggregate efforts of diversification of rural
economy (Wilson et al, 2001, Lordkipanodze et al., 2005, Siemens, 2007).
Furthermore it is a sector that capitalizes on rural resources, has low barriers to entry
and promotes the creation of infrastructures that not only benefit tourists but also
improves the local’s people quality of life. Thus, tourism potentially constitutes a
major source of employment and retention/attraction of people in rural areas.

Nonetheless, entrepreneurial conditions in these regions are particularly adverse
due to their demographic, institutional, relational and economic low densities. Under
these circumstances entrepreneurship is particularly difficult (Wortman, 1996,
Meccheri and Pelloni, 2006). In spite of that fact, there are all over the world, some
examples of successful and innovative tourism entrepreneurship in these areas.

The aim of this paper is to understand which factors can promote entrepreneurship
and success of sustainable tourism activities in rural areas. Trough an extensive
bibliographic revision about both theories on entrepreneurship and rural tourism and
empirical experiences from different parts of the world, but mainly European, it is
argued that 1) the promotion and support to local small business, 2) cooperation
between main stakeholders of the territory as well their articulation with extra-local
actors and iii) a niche marketing strategy directed to global market, are essential
factors for the success of sustainable tourism in rural and peripheral areas and, at long,
of the territories itself.
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Entrepreneurship, Innovation and Spatial Disparities:
Divisions and Changes of Self-Employment and Firms

Uwe Fachinger
Professor, University of Vechta, Denmark
Dieter Bogenhold
Professor, University of Vechta, Denmark
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TOPSIS Extension for Multi-Objective Nonlinear Programming
Supplier Selection with Quantity and Periodic Discounts

Fatemeh Firouzi
Ph.D., Bergamo University, Italy
Omid Jadidi
Ph.D., Bergamo University, Italy
Enzo Baglieri
Associate Professor, Bocconi University, Italy
Sergio Cavalieri
Associate Professor, Bergamo University, Italy

Supplier selection is a complex multi-criteria decision-making (MCDM) problem
that, definitely, these factors have varying importance and there is a need to weight
them. Also, since the majority of the input data is not known precisely, the theory of
fuzzy sets is one of the best tools for dealing with the uncertainty. In reality, when
planning horizon covers several periods, the problem becomes harder, especially
whenever there are quantity discounts. Therefore, we consider a multi-period horizon
where one or more suppliers can be selected in each of these periods for the purchase
of a product in which suppliers offer quantity and periodic discounts. In the context of
quantity discount, the selection process is influenced by the suppliers’ price breaks
that depend on the sizes of order quantities. On the other hand, in the context of the
new discount, periodic discount, if buyer purchases from supplier i in period t, the
supplier gives a discount for period t+1. A Fuzzy multi-objective mixed integer
nonlinear programming (MOMINLP) is developed for this problem. We subsequently
extend TOPSIS approach to solve the MOMINLP problem to define the optimum
quantities among the suppliers by balancing periodic aggregate quality, budget and
delivery goals and minimize aggregate quality, total cost and delivery lateness.
TOPSIS enables us to consider the weight of these factors. Finally, a numerical
illustrative example is given to clarify the proposed model.
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It’s a Jungle out There: Conflict in Franchising

Lorelle Frazer
Dean, Griffith University, Australia
Jeff Giddings
Professor, Griffith University, Australia
Scott Weaven
Dr., Griffith University, Australia
Debra Grace
Associate Professor, Griffith University, Australia
Anthony Grace
Griffith University, Australia

This research explores the causes of conflict in franchising from the franchisee’s
perspective. The franchising relationship relies on trust and cooperation between the
franchisor and franchisee in achieving a set of shared goals. When the goals are
misaligned conflict often occurs, resulting in a loss of trust and respect between the
participants. Whilst conflict is inevitable in business relationships, the lack of
resolution may lead to dysfunctional outcomes.

The goal of this research was to determine the major causes of conflict in the
franchisor-franchisee relationship as a basis of understanding the initial triggers that
may lead to a creeping breakdown of the relationship. Data were gathered via a mail
survey to 3000 franchisees from 556 different business format franchise systems
across Australia. A total of 350 surveys were returned resulting in a response rate of
11.7 percent. In addition to the collection of demographic data, respondents were
asked to describe a conflict situation they had experienced, how it was managed and
whether it had been resolved. Some 266 franchisees provided written responses that
enabled the data to be thematically analysed using qualitative data analysis software
(NVivo).

Analysis of the data revealed that the major causes of conflict were perceived by
franchisees as due to a lack of support from the franchisor, difficulties complying with
the franchise system, disagreements over the franchise fees, communication problems,
claims of franchisor misrepresentations, disagreements about marketing, and
disappointment with the level of profitability experienced. Respondents indicated that
conflict situations were generally managed through direct verbal negotiation, and less
often via written correspondence, sometimes including the involvement of third
parties. Just over one quarter of franchisees expressed their disappointment that the
conflict situation had been either poorly resolved or not resolved at all, thus indicating
a need for a better understanding of this phenomenon.
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SME-Driven Oikonomia-The Path to Democracy

Nicholas C. Georgantzas
Professor, Fordham University Business School, USA
Georges D. Contogeorgis
Professor, Panteion University, Greece

The 2009 climate-change summit farce in Copenhagen affirmed what might be a
new world war against humanity. But it also showed a resistance growing perhaps as
never before: an internationalism linking justice for planet earth with universal human
rights, and criminal justice for those who invade and dispossess with impunity. Given
this recent resurgence of interest in democracy internationally, the purpose of this
article is two-fold. First, it revisits classic works in political science and philosophy in
order to accurately delineate and show what the ontic and ontological dimensions of
democracy might be. To meet this first challenge, multiple static frameworks and
dynamic influence diagrams (IDs), in conjunction with system dynamics (SD)
simulation models take the role of a multi-perspective dialectic that presents
democracy as a set of temporal dimension bundles. Second, the article shows how
SMEs can form, again, as they did in classical Greece, the requisite economic
infrastructure for democracy to re-emerge again in modernity, as it did in antiquity, as
a socio-political phenomenon. To meet this second challenge, Aristotle’s conceptions
of chrematistike and oikonomia provide a bridge for modern SMEs to cross beyond
break-even accounting dynamics. Consequently, SMEs can provide the systemic
leverage required to support democracy in all its splendor of temporal dimension
bundles.
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Firm Size, Financing Constraints, and U.S. Affiliates

George Georgopoulos
Associate Professor, York University, Canada
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Trends in Deferred Deposit Lending Businesses

Jill O. Jasperson
Associate Professor, Utah Valley University, USA

This paper discusses the concept of Deferred Deposit lending through the context
of examining the top 9 lenders in America today and two years ago. We can examine
their practices and procedures through introspection into the SEC filings that these
companies file annually. They represent a good portion of American Deferred Deposit
Lenders. We can also examine to see if the practices and procedures have changed
since the economic downturn. | examine nine payday lenders in 2007-2008 and then
again in 2009-2010. The nine companies are:

Advance America, Cash Advance Centers, Inc.
Cash America International, Inc.

CompuCredit Corp

Dollar Financial Corp.

EZCORP, Inc.

First Cash Financial Services

QC Holdings, Inc.

Rent-a-Center, Inc.

World Acceptance Corporation

© oo N A~ LDNRE
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Market Reaction to Rights Issues in Australia —
An Empirical Examination of Price Effect
Differences between Family and non-Family Listed Firms

Tanyarputt Kiaterittinun
Sessional Research Fellow, Swinburne University of Technology, Australia
Nicholas Mroczkowski
Senior Lecturer, Swinburne University of Technology, Australia

Family firms are known to be among the oldest and most successful businesses in
the world, with many countries reporting that the great majority of firms within their
economies are, in one form or another, family firms. More recently, family firms have
also emerged as substantial contributors in capital markets, and in some cases
representing more than 20% of entities listed on security markets around the world
(Mroczkowski & Tanewski, 2005). Given the emerging importance of family firms,
and increasing evidence that governance structures are tighter within family firms
(thus providing less incentives for managerial shirking and therefore little, if any,
opportunity for rent extraction), this study examines market reactions to funding
mechanisms announced by both family and non-family firms.

Specifically, using an event study approach, the paper reports empirical evidence
of announcement effects from rights offerings in Australia during the pre financial
crisis period. Significant negative price effects from rights issues are revealed.
Interestingly, the analysis shows that the family firms exhibit no significant reaction
on the event date while non-family firms react negatively and significantly on and
after the event dates. Nonetheless, when observing an overall three-day window,
significant share price reaction to rights issues announcements are observed for both
family and non-family firms, at the p < 0.05 and p < 0.01 levels respectively. In
addition, further testing showed that the two groups’ cumulative returns three days
around the event are different at the p < 0.01 level. The overall price effect results are
consistent with the signaling hypotheses.

20



Deterioration in SME Performances in Korea —
Causes and Policy Responses

Pilhyun Kim
Research Fellow, Korea Economic Research Institute, Korea

Since the 1980s, the Korean government spent large sums of money and
implemented numerous support programs to develop a robust SME base in Korea.
This trend accelerated after the Asian financial crisis in 1997 when the policymakers
realized that relying on a handful of large conglomerates (Chabeols) for sustained
growth no longer made sense in a globalized economy. Since then, the portion of the
government budget devoted to SMEs rose from 0.2% in 1996 to 1.8% in 2004. As a
result, there are now more than 1,400 different support programs available for the
SMEs. However, despite all-out efforts by the Korean government, performances of
the Korean SMEs as a group have been less than satisfactory. The productivity gap
between the SMEs and large enterprises is growing. Profits and investment by the
SMEs are stagnant, making the future prospects darker.

This paper is an attempt to understand causes of policy failure and suggest
alternative policy recommendations. In particular, it focuses on small enterprises,
defined as having less than 10 employees. The study is motivated by the argument
that a growing portion of small enterprises in the economy hampers growth since they
are less capable of innovation and physical investment needed. However, although the
argument is widely accepted in Korea, there has not been a rigorous empirical study to
test the validity of this argument. This paper fills this gap by presenting empirical
evidence that a rising portion of small enterprises is indeed responsible for
deteriorating industry performances.

However, the same relationship does not hold for other countries, in particular the
OECD countries. Therefore, this paper also studies country-specific factors that
contributed to deterioration of SMEs performances in Korea. The paper concludes
with some policy recommendations.
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Industry Structuration, Innovative Behaviors and Industrial
Capability Construction in Taiwan Bicycle Industry

Yu-Ching Lai
Assistant Professor, Lunghwa University of Science and Technology, Taiwan
Wen-Chun Tsai
Assistant Professor, Chung Yuan Christian University, Taiwan

In the process of industry evolution, individual firms have to face different degree
of competitive pressures, especially in a mature or decline industry. One possible
choice is upgrading industrial capabilities through innovative behaviors. However, in
highly vertical disintegrated industry, successful transformation involves the
transformation of overall industry value chain system. In other words, those firms in
that industry have to transform collectively to deal with the competitive pressures.
Among various Taiwan industries, bicycle industry has been evolving for nearly sixty
years. Now this industry have successfully transformed from the role as a global low-
price OEM site to the role as a global brand leader. The goal of this research is to
explore how industry structuration, innovative behaviors and capability renewal in
Taiwan bicycle industry can happen as environmental pressures or opportunities
emerge.

There are two main research findings. First, through continuous innovative
behaviors, capabilities were built up to achieve the goal of industry transformation.
Continuous process innovations resulted in high quality and efficiency, which were
the basis for global market expansion. At the same time, continuous product
innovations resulted in differentiation capabilities, which were the basis for high-
value globalization. Second, industry structuration of highly vertical integrated
industry have the effects to facilitate industry capability converge. In Taiwan bicycle
industry, there are three forces contributed to the structuration process: government
planning on industry management policy, industry structure consolidation and cross-
system collective alliances.
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An Exploratory Study of Gender Based
Differences in Leadership and Management
Practices or Nigerian Small and Medium-Sized Enterprises

Adebimpe Lincoln
Lecturer, University of Wales Institute, UK

This study explores the leadership and management practices of entrepreneur’s in
Nigeria. A comparative analysis is carried out to highlight any commonalities or
difference in leadership and management practices adopted by male and female
entrepreneurs, with owner/manager leadership practices classified into two distinct
categories, namely transactional and transformational. The target sample consisted of
owners and managers of small and medium enterprises in five cities in Nigeria. In
total 290 owner/managers engaged in diverse sectors took part in this study. A mixed
method approach involving the use of self administered questionnaire and semi-
structured interview was adopted to achieve the aims of the study. In addition, the
research utilized simple statistical techniques to analyze the data.

The findings indicate that leadership and management practices have a significant
influence on the success and failure of SME’s. The study has several theoretical and
practical implications. In particular it helps fill gaps in knowledge in relation to the
SME sector as a result of the lack of data on such firms in Nigeria. It is anticipated
that the study can provide SME policy makers and advisory services with guidelines
to improve the SME sector in Nigeria in the area of leadership and management as
well as innovation. In addition, it is expected that the study will assist SME
owner/managers recognize those leadership and management practices which
positively influence firm growth, consequently leading to the adoption of innovative
practices by SMEs.
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Entrepreneurship: Influencing Factors on
SME Entrepreneurial Orientation

Joao Matos Ferreira
Professor, University of Beira Interior, Portugal
Mario Raposo
Full Professor, University of Beira Interior, Portugal
Anabela Dinis
Professor, University of Beira Interior, Portugal
Alda Santos
Master Student, University of Beira Interior, Portugal

The importance of individual entrepreneurial activity to economic growth and
well-being at national level for both industrialized and developing countries is well
established (SBA, 2006). This is both cause and consequence of a growing interest of
researchers, stirring up debates from both academic and public domain
(Ventataraman, 1997; Shane and Ventataraman, 2000; Cuervo, 2005; Lee and
Venkataraman, 2006; Zinga, 2007). However, this research field is relatively new,
finding itself still in an embryonic phase (Gartner, 1985; Venkataraman, 1997; Shane
and Venkataraman, 2000). Entrepreneurial activity is in its nature a complex
phenomenon. Thus, research in this field is both widespread and multidisciplinary in
nature. This fact leads to that entrepreneurship research requires the understanding of
their activity at different levels: individual, management team, organization, industry
and community (Gartner, 2001). The study about entrepreneurship embodies the
individual behaviour of identification and creation of opportunities, the developing
and growth of the organizations, the reveal of an industry, the initiative in the
formation of teams, the destructive creation and organisational transformation (Brush
et al., 2003).

This study focus on 1) the importance and influence of certain factors — namely
firm’s life cycle, human capital (ou motivation, firms’ and entrepreneur’s resources ?)
and environmental factors on firm’s entrepreneurial orientation and 2) the relationship
of the entrepreneurial orientation on the performance of the firm.

For such, several theories and approaches were analysed in order to build our
research model, which variables of different levels of analysis were combined. An
empirical study based on a sample of SME located on region Centro of Portugal was
developed. Data was collected trough questionnaire and submitted to descriptive and
inferential statistics.

Results, indicate that environment factors and human capital are both crucial for
entrepreneurial activity, and innovation together with proactiveness is key for
performance.
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This paper deals with the baseline function of management: planning. It examines

differences in traditional and modern planning, critically evaluated in light of global
change.
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Historically, Japanese polishing companies prospered as foreign-style tableware
industries started flourishing. After WWII, foreign-style tableware began to be
exported from Japan to all over the world. At that time, Japanese polishing
companies, which polished foreign-style tableware surfaces as subcontractors, earned
huge profits.

However, over a period of time, they have been threatened by two economic
shocks. First, the competition from Chinese companies in the 1990s. Second, the
worldwide recession led by the “Lehman Shock” in 2008.

To respond to these threats, Japanese polishing companies reconstructed their
business systems and weathered the crisis. What enabled them to adapt to changes in
the business environment was their network of craftsmen.

Facing competition from the Chinese companies, the Japanese polishing
companies enlarged their markets with a wide range of products from foreign-style
tableware to automobiles, electronic appliances, i-Pods, and so on by employing their
highly sophisticated techniques. As they entered new markets, they reconstructed their
business systems making use of their network and their own unique B2B websites.

During the recession period in 2008, Japanese polishing companies once again
reconstructed their business systems. They collaborated with each other in the
network to develop new products. Up to now, working as subcontractors under the
keiretsu system, they had limited themselves to the processing of only a part of
products usually ordered by parent companies. But to respond to the recession, they
exchanged their technical knowledge, which finally enabled them to develop some
innovative products, despite a lack of experience in product development.

This study illustrates the importance of business systems based on both the
network of craftsmen and B2B websites. Moreover, it sheds light on the reciprocity
between the individual craftsmen and a charismatic leader who decides new directions
of the network.
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Over the past 20 years, globalisation and the new economy have brought about a
change in the basis of economic growth and industrial competitiveness turning
knowledge creation and internationalization into critical resources (Parker, 2004;
Dunning and Lundan, 2008). Knowledge creation favoured by R&D investments and
internationalization process prove to enhance firm productivity and capabilities to
face the even more increasing competition (Lichtenberg and Siegel, 1991; Calvert et
al., 1996; O’Mahony and Van Ark, 2003; Dunning and Lundan, 2008).

Moreover, innovation and internationalization fertilize each other stimulating a
virtuous cycle leading to profitability improvement (Simmie, 2003). This has
prompted a re-think of industrial policy-making by emphasising both pro-innovation
and prointernationalization programmes (Goh, 2004; UNCTAD, 2001). Thanks to
these policy measures, governments aim at correcting for market and coordination
failures, pushing country development in order to reduce regional disparities and at
arranging local environments that favour