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CHAPTER 2

KNOWLEDGE RECIPES IN SMEs: A SYNTHESIS OF FIRMS
INVOLVED IN THE PROJECT'

2.1 Introduction

The previous chapter focussed on the theoretical approach adopted in the re-
search project. We now turn to the analysis framework, the context and con-
tent variables used to represent the firms’ knowledge production function. Lat-
er, in chapter three, eight case studies will be discussed to provide evidence on
how firms can be valued according to their competitive knowledge. To do this,
the eight firms will be assessed against the following three variables: network-
ing, absorptive capacity and socio-cognitive abilities.

The analysis framework has been developed to gather as much information
as possible on the firms involved in the research project, focussing on the en-
trepreneur’s view of the topic under investigation. For this reason, information
was collected in different ways, depending on the characteristics of the knowl-
edge we were looking for. A number of research questions were explored via
story telling, encouraging the entrepreneur (or the other people interviewed) to
freely recount his or her major experiences; sometimes the entrepreneur had to
quantify the importance of variables in his or her subjective opinion, scoring it
from O to 5; finally, the entrepreneur was asked questions and could reply by
choosing from a number of codified answers.

This analysis framework, whose links with the theoretical approach pre-
sented in the first chapter are examined in the following paragraphs, served as
a guide in building case studies (some of them are reported in chapter 3).

To give a comprehensive picture of the firms involved in the research, de-
scriptive statistics were used to process some of the data collected according to
the above mentioned framework. In detail, mean and standard deviation of the
scores assigned by the interviewees to the examined variables were calculated.
Answers to open questions were categorized; for each category frequency was
computed. This analysis should help readers to acquire an overall view of the
phenomena under investigation. Reading this part of the research, one should
bear in mind that the firms involved in the project are not a representative sam-
ple of the whole population of firms. That s, findings should not be general-

' The Analysis’ framework has been developed by Luciano Olivotto.
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30 Chapter 2

ized; they are meant to describe some characteristics of the studied firms, fo-
cussing on the knowledge production function.

The rest of the chapter contains a detailed description of the analysis frame-
work applied in studying the firms. The description is completed, where pos-
sible, with the data collected during field research and the main findings are
discussed. Before going on to illustrate the framework, a short description of
the firms involved is provided in the next paragraph. -

2.2 Main characteristics of the firms analysed

As mentioned above, analysis was carried out on 132 companies, belonging to
the five organisations that took part in the project (Table 1). They are not a rep-
resentative sample of the business sphere of each of the associations. Although
the selection process aimed to reach a representative sample, the participation
was mainly determined by the willingness of the entrepreneurs to subject their
companies to close analysis. It should be remembered that the completion of
the questionnaire required at least two half day interviews. It is therefore pos-
sible that the companies analysed were more sensitive to the idea of knowledge
and that this interest is in some way connected to knowledge management.

Table 1. Companies by geographical area

Country No. of companies %

Austria (Graz) 30 22,7%
Germany (Leipzig) 21 15,9%
Spain (Barcelona) 24 18,2%
Italy (Vicenza) 28 212%
Ttaly (Udine) 29 22,0%
Total 132 100,0%

From the beginning, the research focused on small and medium companies.
By the numbers indicated in Table 2 it can be seen that most of the companies
(60,6%) have less than 15 employees. There are a number of differences in the
various geographical areas: the Spanish companies are concentrated in the cat-
egory of the biggest companies, while in the other four areas most companies
belong to the first two groups (0-4 and 5-14). All of the companies, however,
fall into the SME category.

As regards the business sector, manufacturing is clearly prevalent (Table 3),
with the exception of the Austrian companies who focus principally on goods
and services in the IT sector.
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Table 2. Companies by number of employees

Country No. of employees % distribution of employees
0-4 5-14 215 0-4 5-14 215

Graz 13 13 4 433% 433% 133% 100,0%
Leipzig 5 7 9 23,8% 333% 429% 100,0%
Barcelona 0 6 18 0,0% 250% 75,0% 100,0%
Vicenza 13 7 8 46,4% 250% 28,6% 100,0%
Udine 3 13 13 10,3% 448% 44,8%  100,0%
Total 34 46 52 25,8% 34,8% 394% 100,0%

Table 3. Companies by sector

CountryNo. of companies per sector %, distribution of companies per sector
ry

D G K O Z D G K (@] Z
Graz 3 32 1 1 10,0% 10,0% 733% 33% 3,3% 100,0%
Leipzig 11 2 0 6 2 524% 9,5% 0,0% 286% 9,5% 100,0%
Barcelona 13 5 5 0 1 542% 20,8% 20,8% 0,0% 4,2% 100,0%
Vicenza 18 2 4 2 2 643% 7,1% 143% 7,1% 7,1% 100,0%
Udine 19 4 3 1 2 655% 13,8% 103% 34% 69% 100,0%
Total 64 16 34 10 8 485% 12,1% 25,8% 76% 6,1% 100,0%

D = Manufacturing; G = Retail and wholesale trade; motor vehicles, motorbikes and repairing of household
and personal goods; K = Real estate activities, hiring, IT, research, services for companies; O = Other pub-
lic social and personal services; Z = Others.

2.3 The framework of analysis and the firms involved in the project

With reference to the analysis grid shown in Chapter 1, the questionnaire re-
lates to the sections dedicated to the lean model, the knowledge-value rela-
tionships and knowledge management practices in companies. Put very briefly,
the aim is to try to answer the following question: “How does a company trans-
form knowledge into economic value?”. To achieve this aim, the questionnaire
was divided into three parts:

A. Firm’s historical profile.

B. Firm’s knowledge audit in an evolutionary perspective.

C. The economic, social and cultural context.

A. Firm’s bistorical profile

This part attempts, along narrative lines, to reconstruct the development of the
company from its foundation to the time of the interview. The aim is to obtain
an evolutionary picture of the identity of the company and its personnel from
the competitive knowledge perspective. In other words, the objective is to un-
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derstand the way the entrepreneur represents the company, its critical variables
and its evolution over time. Quite deliberately, no attempt was made to force
the interviewee to classify information into literature based categories or to fol-
low a rigid pattern of analysis; in this way it was easier to identify the associa-
tions and causal relationships which, from the entrepreneur’s point of view,
best described (or conveyed an impression of) the company.

With regard to the theoretical approach adopted in the research (see chap-
ter 1), this section fleshes out, in a general and unstructured way, the lean mod-
el of the company. In this sense, some topics that will be further deepened in
other parts of the report are briefly mentioned in this section as well.

Table 4 shows the path the researcher has to follow. As can be seen, the fo-
cus is on variables which allow the identification of the company’s business
model, its value proposition and what this is based on (with particular empha-
sis on people). Particular attention is given to the moments of change and dis-
continuity which the company has gone through in order to understand if, and
to what extent, they have changed the way the company uses knowledge for
competitive ends.

Table 4. The first part of the framework of analysis (firm’s bistorical profile)

A.1, Start-up
1. When
Where

2.
3. Who: people involved, roles and dynamics of main decisions
4. Original business idea

4.1. How mission was initially defined

42. Geographical area of reference (markets)

4.3. Products and service offered (value proposition)
5. Technology, resources and competences
6. People

A.2. Evolution: description of competitive financial successes, failures, turnarounds

A.3. Firm’s life up to now
1. Relevant phases: duration and description
2. Qualifying facts
2.1. Business idea evolution
2.2. Relevant changes (value proposition, product, market, resources, competences
and people)
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bles B. Firm’s knowledge audit from an evolutionary perspective
ofr cle ] This is the central and most extensive part of the analysis framework, where the
o | knowledge production function is examined in detail. Having outlined the
ycia- ]

: . company’s evolution over time, the variables influencing the way knowledge is
ew, used for economic ends are analysed along with the activities which directly use
and generate knowledge.

1ap- In particular, a number of topics are dealt with, which in the plan set out in
lofl' the first chapter are referred to as:
d in e context variables; .
] e competitive uniqueness and rigidity; '
: fo- [ | e critical processes; _
ness 4 e content variables.
pha- 1 It should be remembered that in this section the interviewee was asked to i
dis- give an assessment, obviously subjective, of the variables and activities which
and were analysed by awarding a score on a scale of 0-5. By so doing, an attempt il
: for was made to understand the relative importance given to each variable. At the =

same time, space was given to exemplification, which was gathered in narrative
] form.

The starting point for this part was the firm's knowledge profile (B.1), or .
rather the context variables and the knowledge production function. A de- if
scription of the role of these variables in the analysis framework is contained in il
chapter 1; Table 5 shows the section of the framework which refers to this top- i1 E
ic; finally, Table 6 contains the data collected during field research and a dis-
cussion of the empirical evidence.
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Table 5. Section B.1: firm's knotwledge profile — context variables and knowledge production Tat
function —
Question/context variable Description of the variable by the M
entrepreneur and scoring (0-5)
Purpose:
o Why did you become an
entrepreneur? -
o Can you describe your company’s
main objectives? T}
A — I .
Customer’s value: :;
o Why should a customer choose e
your company? tic
o Can you identify the main benefits i
you provide to your customers? te
Culture: at
o Consider this list of values: please indicate Tl
the importance for your company of p!
each (0 low - 5 high) it:
1. Innovation p¢
2. Risk er
3. Customer satisfaction ct
4. Continuous improvement T
5. Collaboration st
6. Trust la
7. Future Ir
8. Well being p
9. Environmental care w
10. Survival n
11. Financial results st
12. Others ti
o What about .....? (eg.2,7,9, 11) a
o Can you give an example of .....? p
(eg.2,7,9,11) t
Strategy: Past Future _E
Specify the prevailing one in entrepreneur’s
opinion '
o Cost leadership
o Differentiation [quality, delivery time...]
o Mixed
£
L
L

é
|
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on : Table 6. Context variables in the analysed companies :. i
- Mission ‘
- Purpose Growth & success Maximization of To satisfy Other I;
Mission of the company customer satisfaction ownen:’g needs '

|LFrequem:y 49% 32% - 18% 1%

The greater frequency of “Growth and success of the company” and “Maximization of
— customer satisfaction” compared to “To satisfy owner’s needs”, seems to indicate that en-
trepreneurs tend increasingly towards a vision of a company as an “institution” (this is
particularly true as long as small firms are concerned) and away from the more tradi-
tional vision of a company as a “thing” at their disposal. They therefore seem to recog-
nise the existence of interest in the company itself, standing in distinct contrast to any in-
terest the entrepreneur might have in maximising personal profit, which could even be
at the expense of the growth or the survival of the company itself,

The affirmation of this vision is undoubtedly influenced by the concern of many entre-
preneurs to guarantee the continuity of the family firm and, in greater measure, to facil-
itate the transfer to a successor by handing over a healthy company. This, however, de-
pends above all on their desire to see the company grow both in terms of size (turnover,
employees etc.) and in market terms by gaining increasingly positive feedback from their
customers.

The high frequency of “maximization of customer value” seems to indicate how a growth
strategy can be developed, that is by means of a differentiation strategy, even though a
large majority of the firms studied belongs to mature industries.

In these industries core knowledge should be widespread among firms, customers and
products, processes and customer preferences should be fairly standardized. If so, one
would expect the key competitive variable to be efficiency, pursued by reducing the
number of products, by leveraging economies of scale and by locating plants close to
suppliers and customers. On the other hand, it can be argued that the growing compe- _
tition forces enterprises to pay increasingly more attention to customers and to rapidly i
adapt to their changing needs. This is why there is a growing number of firms that try to I8
pursue “dynamic efficiency”, continuously improving products performance, manufac-
turing processes and the quality of pre and post sale services.

Customer value

Purpose Product | Wide product | Service quality/ | Price Product
= Customer values | quality portfolio Customer innovation
— orientation
—— Frequency 77% 18% 53% 16% 4%

- “Product quality (tangible)” and “Service quality/Customer orientation” are the most
frequent answers in the Customer values category, while “Product innovation” is the
least frequent. For the correct interpretation of these data, it is worth remembering that
“Product innovation” usually means as a radical innovation. The interviewed entrepre-
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neurs used to refer to incremental product innovations, even those aimed at customizing
products and services, as “Product quality (tangible)”. The reason is that such innova-
tions were perceived as directly affecting the performance of tangible products, that is
“what the product does” and “how it does it” compared to customer’s needs. The focus
is on the “objective” characteristics of the product, such as size, weight, shape, etc., and
most of all, on its reliability, resistance, safeness and on its user’s costs: the reason for this
focus can be understood if we consider that most of the firms studied produce and sell
products and services for other firms. The same reasons justify why “Product quality (in-
tangible)” was much less frequent. A product’s intangible characteristics seem to be
more valuable with reference to consumer goods or whenever the choice among prod-
ucts is affected by social, emotional and psychological variables.

“Service quality/Customer orientation” has usually been, interpreted by entrepreneurs
as the ability to put together professional competencies and relational skills. Profes-
sional competence is related both to technical competence (the ability to support cus-
tomers in designing and industrializing products) and reliability (the ability to deliver
the right product, in the right place at the right time). Relational skills allow the en-
trepreneur to build a trusted and liking relationship with his or her customer and, in
turn, such a relationship allows the entrepreneur to offer his customer more effective
and more timely support. An even smaller number of firms regarded “Wide product
portfolio” and “Price” as means for creating value for customers. Many of the firms in-
volved in the research belong to mature industries and are like sub-contractors: they
often produce and sell a fairly small number of products to an equally limited number
of customers. As mentioned above, however, even these firms should be obliged to
pursue efficiency.

The frequency of “Product quality (tangible)”, “Service quality/Customer orienta-
tion”, “Product innovation” and “Width of products portfolio” leads us to believe that
the majority of firms in the sample neither adopts a cost strategy nor a differentiation
strategy, or at least as far as these two strategies are traditionally understood. The low
importance given to “Price” also makes a mixed strategy fairly unlikely. Instead, most
of the firms involved seem to look for very specialized niches, that is market segments
where customized products are sold to a fairly small number of customers, who are lo-
cated in the same geographical area and who look for highly specific products or ser-
vices. Firms that operate on this kind of market usually devote a great deal of attention
to building and maintaining close relationships with their customers, paying particular
attention to product and service quality.

To sum up, empirical results don’t seem to fit the strategy archetypes proposed by the
managerial literature particularly well, The approaches adopted by the interviewed en-
trepreneurs seem to bear a common trait: competitive knowledge is both technical and
contextual, with the latter meaning knowledge about expectations and needs of the cus-
tomer and knowledge about his or her personality. Interestingly, technical knowledge be-
comes valuable when, thanks to contextual knowledge, it is “tailored” to customer re-

quirements.
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On average all culture variables were given high scores. This could depend on the en-
trepreneur’s inability to discriminate but also on the methodology adopted which avoids
a precise definition of these aspects in order to observe the interpretation given by each
entrepreneur. We could assume that they gave each variable the meanings they believed
to be more important and as a logical consequence attributed them a higher score. As-
sessment of the results cannot therefore be separated from the previous recognition of

the meanings most frequently attributed to each aspect under consideration.

Innovation — the following meanings, in decreasing order of frequency, were attributed

to this concept:

e an internal company phenomenon, aimed at continuous improvement of company
processes;

o external company phenomenon, aimed at the radical improvement of company
processes;

e a basic orientation which guides company strategy, policy and organisational behav-
iour;

e an internal company phenomenon aimed at developing new products.

On average, innovation was given a high score. In keeping with the results regarding cus-

tomer values — in particular “Product innovation” — this was mostly regarded as a

process rather than a product innovation and, as such was considered to be:

_ incremental process innovation rather than radical innovation (the latter is often
gained by acquiring a new technology from machinery or goods suppliers);

- radical product innovation rather than incremental product innovation (the latter,
however, as has been said, is often seen as a prerequisite for product quality).

Risk — the following meanings, in decreasing order of frequency, were attributed to this

concept:

e a characteristic of entrepreneurship in that an entrepreneur must take risks in order
to achieve significant growth (positive acceptance);

e an inseparable part of entrepreneurial activity which one tries to reduce through good sense
and intuition and by avoiding actions with too high a risk factor (neutral acceptance);

e an aspect which afflicts specific entrepreneurial activity, in that it derives from and is
strongly conditioned by the business in question: unhealthy nature of the product
and/or production processes etc. (negative acceptance).




38 Chapter 2

Different meanings and, above all, different scores were attributed to risk, as is shown
by the fact that the standard deviation is the second highest. Despite this, it is surprising
that the score given by the entrcpreneurs is on average the lowest. This would lead us to
suppose that at least some of them have lost the desire to take risks, which in the past
undoubtedly contributed to the success of many small companies.

Customer satisfaction — meanings were attributed to this concept in the following order:

¢ an aspect which derives from the performance of the product and/or the particular
sensations and emotions it stimulates, as well as from the way the service is provided;

e an aspect which derives from the above conditions but which requires the establish-
ment of a “total relationship” with the customer in order to be able to resolve prob-
lems satisfactorily;

e 2 basic orientation which guides company strategy, policy and organisational behaviour.

In keeping with the mission and customer value results, customer satisfaction was given

the highest average score. Once again it emerges very strongly how the overwhelming

majority of companies in the sample pursue a strategy of differentiation.

Continsious improvement — the following meanings, in decreasing order of frequency,

were attributed to this concept:

e improvement of the effectiveness and the efficiency of company processes through the
fixing of objectives/plans of action and their subsequent monitoring;

e basic orientation which guides company strategy, policy and organisational behaviour;

e improvement of the effectiveness and the efficiency of company processes and prod-
uct performance through learning by doing”.

In keeping with the innovation results, continuous improvement was given on average

the second highest average score. As well as this, the fact that standard deviation was the

lowest of all is proof of how deeply rooted this factor is among the entrepreneurs.

Collaboration — the following meanings were given to this concept:

e interaction with internal and/or external subjects for the sharing, in the first case, of
strategies and company policies and, in the second case, of knowledge relating to the
competitive environment, specific technologies, sector regulations etc.;

e agreements, whether formal or informal, with external subjects to achieve common
objectives.

The high average score given to collaboration is fairly surprising in that small company

owners are generally believed to be reluctant to interact internally and, above all, exter-

nally, This result is perhaps more an objective which the entrepreneurs would like to
move towards rather than a result which has already been achieved.

Trust — the following meanings, in decreasing order of frequency, were attributed to this

concept:

¢ a value which fuels and guarantees intra and inter-organisational relationships, guid-
ing them towards collaboration; there are no half measures: either it’s there or it isn’t;

e 2 value which summarises the customer’s opinion of the company, its products, the
way it provides its services and its willingness to resolve even complex problems.

On average, trust received the third highest score, as well as the second lowest standard

deviation. The result which emerges — above all considering the first attributed meaning

— is perhaps, in this case too, a value which the entrepreneurs would like to create in or-

der to enhance their collaborative relationship with their customers and other subjects,

rather than a result which has already been achieved.
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Future - the following meanings were given to this concept:

o a concept which refers to the company’s prospects and, in particular, to factors that
will allow it to grow significantly and guarantee its lasting economic continuity (nar-
row acceptance);

e a concept which refers to the company’s prospects but also to broader contexts, such
as, the business, the sector, the national and international macro-economic context
(wide acceptance).

Different meanings and, above all, different scores were attributed to “future”, as is

shown by its having the third highest standard deviation. However, the average score giv-

en was one of the lowest, perhaps confirming and completing the theory previously put
forward: some small entrepreneurs have lost the desire to take risks and no longer be-

lieve in the future.

Wellbeing — the following meanings, in decreasing order of frequency, were attributed to

this concept:

o high quality working conditions, which allow personnel to give the best possible per-
formance and therefore allow the company to achieve the best possible results (insti-
tutional vision);

o high quality of life, which allows the entrepreneur to have an above average lifestyle,
but also to achieve a positive distribution of his time between work, family and per-
sonal interests (personal vision).

In keeping with the company mission results, wellbeing was interpreted above all ac-

cording to an institutional vision, or rather in terms of the wellbeing of the company and

its constituent parts.

Environmental care — the following meanings were attributed to this concept with equal

frequency:

e tidiness and cleanliness in the workplace, seen as the preconditions for reducing waste
and work time, as well as improving the company’s image (internal perspective);

¢ protection of the natural environment, which is also to be promoted through regula-
tions and by steps taken by the public administration (external perspective).

Respect for the environment was given so many different meanings that any comment on

average scores is impossible. We can perhaps only highlight the fact that those entrepre-

neurs who interpreted the concept in terms of “tidiness and cleanliness in the work-

place” display a bit too much internal focus. They seem to pay too little attention to the

interests of certain categories of stakeholders who seem to be increasingly important in

developing lasting success.

Survival — the following meanings, still in decreasing order of frequency, were attributed

to this concept:

e a condition of difficulty, very close to that of bankruptcy, in which the company lim-
its itself to routine activity as it waits for an upturn in fortune;

e 2 condition of lasting continuity, necessary for the creation over time of positions of
leadership.

Different meanings and, above all, very different scores were attributed to survival, as is

shown by the fact that it had the highest standard deviation of all. The average score is

one of the lowest and is only just above risk. All this confirms the ideas developed in this

case, as well as those relating to the concept of future.
«




40 Chaprer 2
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{

! Financial results - the following meanings were given to this concept: r

o a signpost value of the economic efficiency of company management, as well as a pre-
requisite for self-financing (internal perspective);

{ e asignpost value of the company’s financial solidity, as well as a prerequisite for the re-
muneration of financial backers (external perspective).

Financial results received the second lowest average score. This could depend on the fact

that many of the interviewed entrepreneuts, like the majority of small entrepreneurs who

founded their own companies after working as employees Tor similar companies, con-

centrate mostly on production processes. They thus end up giving more value to opera-

tional results than to financial results, partly due to the natural phenomenon of believ-

ing that what is not known is not important. Then, in this case too, an internal perspec-

tive seems to prevail where financial backers are seen as being amongst the least signifi-
cant stakeholders.

o

Ny

Briefly, the importance and main significance attributed to well-being confirms the grow-
ing sense in the companies in the sample of the vision of a company as an “institution”.
The importance given to customer satisfaction, on the other hand, confirms the compa- Z

Rt . o . 1
nies’ desire to pursue growth through a strategy of differentiation. The central impor-
tance emerges of relationships not only with customers but also with suppliers and fel-
low entrepreneurs. Non-operational stakeholders, including financial backers, do not ;
seem to assume particular importance. The primarily external origin of radical innova- i
tion could depend on the limited nature of available resources — financial resources but I
also those connected to relationships with research centres and universities — to develop st
structured research and development activities, but possibly also on the fact that some of
the interviewed entrepreneurs seem to have Jost the desire to take risks. This seems to be
confirmed by the very negative meanings that many entrepreneurs attributed to the concept
of survival. All this could lead us to suppose that competitive knowledge for many compa- r
nies in the sample, from the point of view of its aims, is that which is most specifically linked
to growth/survival at the expense of consideration for its real significance. |

' Strategy : ‘
] Strategy | Differen- | Cost Mixed Strategy | Differen- | Cost Mixed
in the past | tiation | leader future tiation | leader ]
ship ship
|
Frequency | 77% 5% 18% Frequency 81% 0% 19% |

In line with what has been seen so far, the large majority of interviewed entrepreneurs
declared that they had pursued a strategy of differentiation or at least a mixed strategy,
and an even higher number stated that they would follow these strategies in the future. ‘

Subsequently The competitive variables (B.2) are analysed in order to iden-
tify what knowledge the company uses to maintain its market position (unique- 1_
ness) and, on the other hand, what knowledge restricts its development (rigid- i
ity). The entrepreneur was asked to indicate the three principal elements of '




Knowledge recipes in SMEs: a synthesis of, firms imvolved 1 the project 4]

uniqueness and rigidity and to give an opinion (on a scale of 0-5) concerning to
what extent they positively or negatively affect (and will affect) the areas of the
company’s competitive action (Tables 7 and 8). The same logical sequence was
used to identify the expected future actions (strengthening of uniqueness or re-
moval of rigidity) which intended to significantly improve the company’s abili-
ty to compete (Tables 9 and 10).

Table 7. Section B.2.1, Past and future competitive variables and their importance for com-
petitive advantage

Class variable Specific variable Score
(0-5)

The 3 main “strengths” of the company

The 3 main “weaknesses” of the compan
pany

W N = W N =

Important change in competitive uniqueness and rigidity in the near future: a short de-
scription of the foreseen change.

Table 8. Past and future competitive variables in the analysed companies

Uniqueness in the past

Uniqueness | Marke- | R&D | Manage- | Manage- | Opera- | Financial| Human
in the past ting ment ment tions Resour-
Information | Team ces
System
Frequency | 88% | 12% 2% 44% 30% 5% 21%
Average 4,78 4,86 5,00 4,60 4,29 5,00 455
Std. dev. 0,55 0,38 0,65 1,26 0,00 0,52

“Marketing” is the most frequent answer relating to uniqueness in the past. In line with the
results regarding customer value and thus company culture, the following were recognised as
sources of competitive advantage in decreasing order of frequency:

~ product quality;

- quality of service;

— the ability to build up relationships with customers and to understand their real require-
ments;

the ability to assist customers at the design and creation stages of the product;

the ability to establish a “total relationship” with the customer, supporting him/her in all

decision-making;
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i _ the size of the customer portfolio;

i - proximity to the customer;

t - low price.

!‘_ Given the prevalence in the sample of companies which operate in local markets, it might

: seem striking that the “local producer” advantage is amongst those least recognised. Howev-

er, as has already been emphasised, most of the companies are in the manufacturing sector

and are sub-contractor companies. As a consequence, they operate on a local scale but, |

pushed by the client companies and on the basis of these companies’ characteristics, they find I

themselves competing in a national, or even international one.

The second most frequent answer is “Management team”. The presence of the entrepreneur '

was believed to be an important source of competitive advantage or, more precisely, still in ‘

decreasing order of frequency: |

| — the managerial skills of the entrepreneur combined with his and his family’s great person- |

i al commitment; |

— flexibility and speed of reaction to changes in the competitive context thanks to the small :
dimensions of the company and the centring of all responsibilities in the figure of the en- |

trepreneur;
_ the absence of opportunistic behaviour due to the fact that management and ownership of
company are in the hands of the same person.
The third most common answer is “Operations”: seen in this case as sources of competitive |
advantage:
— respect of quality standards and delivery times, as well as deliveries corresponding to or-
ders; ;
— flexibility and operational efficiency thanks to versatile machinery which allows the pro- |
duction of large numbers of items, customisation and/or small batches of production at low
cost, the ability to effect changes in production immediately;
— flexibility and operational efficiency also due to outsourcing.
In any case, this source shows the Jowest average score and, at the same time the highest stan- .
dard deviation. The consequence of this is that many of those who consider “Operations” as
a source of competitive uniqueness do not believe it is one of the most important aspects. '
The fourth, but also the last, considered the source of competitive advantage to be “Human |
Resources” o, to be more precise: I
— the completeness and quality of the total technical knowledge of the personnel;
— the presence of attitudes which favour “total quality” and “customer satisfaction”.
This result is due to the fact that in many of the sample companies the entrepreneur is the on-
ly person who does not simply carry out instructions or at least perceives of himself as such. |
«Research and development” was recognised as a source of competitive advantage with an
even lower frequency. This may depend on the fact that it was mainly interpreted by the en-
trepreneurs as referring to structured activities. In any case, this source shows the highest av-
erage score and, contemporarily, the lowest standard deviation: only a few consider R&D to
be a source of competitive uniqueness, but for those few it is fundamental.
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Rigidities in the past

Rigidities | Marketing | R&D {Management | Management Operations | Financial | Human
in the Information Team Resources
past System
Frequency| 49% 2% 7% 19% 26% 46% 33%
Average 3,82 4,00 3,00 4,00 373 T 4,19 421
Std. dev. 1,06 0,82 0,77 1,16 0,80 0,63

“Marketing” is the most frequent answer regarding rigidities in the past. The companies that
indicated as a competitive uniqueness the “total relationship” with individual customers, at
the same time, recognised that this relationship has created the undesirable effect of depen-
dence, as well as a gradual detachment from the market as a whole. They have thus recog-
nised the following as sources of competitive disadvantage, in decreasing order of frequency:
— poor market orientation and attention to commercial aspects;

— limited customer portfolio;

— absence of a sales network or an underdeveloped presence in the area.

Given the small size of the companies in the sample, the second most frequent answer, “Fi-
nancial”, was more predictable. In decreasing order of frequency, the following were recog-
nised as a source of competitive disadvantage:

— limited availability of financial resources;

— insufficient attention to financial management.

A number of companies, however, admit that the limited availability of financial resources de-
pends on the difficulty of interacting with financial institutions, but also on a reluctance to
use the capital of third parties, which derives from pride in wanting to keep the company
strictly under family control, but also from the fear that the entry of “outsiders” might dis-
turb a consolidated equilibrium.

For the same reasons given above, the third recognised source of competitive disadvantage
was also predictable, that of “Human Resources”, or more accurately:

— the limited competencies of the personnel and the considerable difficulty training them;

— the limited flexibility of the personnel in terms of contractual conditions.

“Human resources” has, however, the highest average score as well as the lowest standard de-
viation: only a third of the entrepreneurs recognise this factor as a source of competitive dis-
advantage but the same people regard it as the most important source.

“Operations” follows in terms of frequency and, in particular, low productive capacity which
often prevents companies from establishing relationships with big customers, as well as neg-
atively influencing the efficiency of the productive process. “Operations” has a high average
score and the highest standard deviation of all: for some companies therefore this factor is the
principal source of competitive disadvantage.

The last source of competitive disadvantage recognised by a significant number of entrepre-
neurs is the “Management team”. In decreasing order of frequency, the following were par-
ticularly recognised as a source of competitive disadvantage:

— the entrepreneur’s low inclination to take risks;

— the entrepreneur’s limited management skills;

— the excessive hinging of responsibility on the figure of the entrepreneur.

If the first of these three sources represents further confirmation of the idea that a number of
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small entrepreneurs have lost the desire to take risks, the other two reveal how others have
g begun to question their own abilities and to recognise that the growing complexity of com-
pany and environmental phenomena makes clear that it is crucial to possess both technical

and managerial skills).

-

Uniqueness in the future

3 Uniquetwss' Marketing | R&D |Management | Management Operations | Financial| Human

i in the Information Team Resources

_% future System '
i Frequency| 91% |18% | 4% 37% 30% 4% | 21%

% Average 4,83 4,70 4,50 465 . 4,5% 5,00 4,58 ]
Std.dev. | 047 [067| 071 0,65 0,62 000 | 051 |

The results regarding uniqueness in the future are mostly similar to those regarding uniqueness |
in the past. On the other hand, most of the entrepreneurs explicitly declare their objective to con-
firm or enhance past competitive uniqueness by improving company processes through their re-
organisation and/or by internalising technological developments as quickly as possible. |
There is, however, a slight increase in the number of companies that identify “Marketing” as | .
a future source of competitive advantage. In particular, further confirming the importance l i
that might be attached in the future to the establishment of direct relationships with the mar- '
ket they believe a number of things to be possible:
~ the consolidation of one of their product lines in the market; ;
— the drawing up of commercial agreements with other companies, even those outside their
sector;
— the establishment of relationships with customers based on the concept of partnership.
The frequency of “Research & Development” increases very visibly, thus showing that greater
attention is given to more structured research and development activities. This is also un-
doubtedly due to the constant encouragement coming from associations and other subjects.
“Management team”, however, shows a decrease, despite maintaining its position in having L
the second highest frequency as a future source of competitive advantage. This depends on
two phenomena which to a certain extent are in opposition: more and more entrepreneurs
tend to question their own abilities or to believe that their successors will not be sufficiently
capable. On the other hand, most of the companies in the sample were set up before the C
1980s and therefore are approaching the critical moment of generational change.

R
Rigidities in the future t
Rigidities | Marketing | R&D | Management | Management | Operations Financial | Human

in the Information Team Resources R

future System d
Frequency| 49% 2% 7% 26% 25% 42% 33%
Average 3,82 4,00 3,00 4,13 3,71 4,13 4,26
Std. dev. 1,06 0,82 0,74 1,20 0,80 0,65
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The results for rigidities in the future, in terms of frequency and score, are also largely simi-

lar to those for rigidities in the past. On the other hand, most of the entrepreneurs declare
their objective to eliminate past competitive rigidities, whilst at the same time admitting their
difficulty in identifying new ones. The number of companies that identify a future rigidity in
“Management Team” increases but only slightly; as already mentioned, for most of the com-
panies involved. This is probably due to the impending difficulty of the generation change-
over. In fact, apart from the increasing belief that the entrepreneur’s managerial skills are in-
sufficient, the following have been recognised, in the following order, as even more important
future sources of competitive disadvantage:

— the progressive loss of the entrepreneur’s motivation;

~ the difficulty of adequately training the successors or those who will have to manage the
company in the future.

The number of companies that identify “Financial” as a future rigidity decreases only slight-
ly. The limited availability of financial resources is also identified as a future source of com-
petitive disadvantage, while insufficient attention to financial management is no longer seen
as such. The campaign by SME associations and banks to raise awareness regarding the ap-
plication of Basle 2 has probably begun to bear fruit.

In any case, “Marketing” is also the most frequent answer regarding rigidities in the future,
even if the sources of competitive disadvantage, identified in the following order, are differ-
ent compared with before:

— the increasing difficulty in facing up to competition;

- the increasing difficulty in keeping pace with technological developments in the field.
What is more worrying than the progressive detachment from the market as a whole is the in-

crease in the intensity of the competitive challenge due, above all to the rapid pace of tech- |

nological developments.

“Human resources” is the second most frequent answer. Once again, in this case the limited |
1

competencies of the personnel and the great difficulty of creating competencies are consid-
ered sources of competitive disadvantage, while the limited flexibility of the personnel in
terms of contractual conditions is no longer regarded as such. This is probably due to the re-
sults — both real and hoped for — deriving from the controversial application of reforms with
regard to work.

Table 9. Section B.2.2, Competitive variables and quantum leap improvement

Class variable _ Specific variable Gap
(0-5)
Radical improvement achievable thanks 1
to acquisition of Competitive uniqueness 2
3
Radical improvement achievable thanks to 1
the removal of Competitive rigidity 2
3
— L -

HH
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Table 10. Competitive variables and radical improvement opportunities in the analysed com- |

The results regarding quantum leap improvement thanks to uniqueness are compro- |
i mised by a lower answer rate compared to the preceding results; this is due to the in-

¥ ability of some entrepreneurs to identify such situations. Furthermore, most of the oth- I
i er entrepreneurs only recognised one possible situation. !

panies i
| a
Radical improvement opportunities achievable thanks to the acquisition of competitive |
uniqueness -
! | T
4 Q.LL |Marketing| R&D|Management Management | Operations Financial| Human I
thanks to Information Team - Resources -
3 Uniqueness System |
% Frequency] 58% |18% 4% 9% 21% 4% 12% [
1 —
i Average 3,73 4,00 3,00 3,40 342 4,50 3,57 ]
Std.dev. | 104 |067| 141 114 |- 100 | o071 | 098 | T
3 | ar

3 In any case, “Marketing” is also the most frequent answer here too. By once again high- re
{ lighting the importance that the establishment of direct relationships with the market | 8
i might have in the future, the entrepreneurs believe that the following, in decreasing or- ' | 8¢
der of frequency, could favour a quantum leap improvement: —
i - the drawing up of commercial agreements with companies outside their own sector; Ay
: — the company’s becoming more well known; ! B
‘ _ the progressive transformation from a business-to-business operation to direct sales.  th
3 The second most frequent answer is “Operations”. In particular, the entrepreneurs be- at
lieve that improvements in efficiency through the automation of all the work cycles, | at

above all those relating to items which are only produced in certain seasons, could favour l di

a quantum leap improvement. 2;

«Research & Development” follows in terms of frequency, as confirmation of the greater T
attention given to more structured research and development activities. | 1

su

isi

Radical improvement opportunities achievable thanks to the removal of competitive in
rigidities

pt

ki

Q.LL |Marketing| R&D|Management Management {Operations | Financial Human st

thanks to Information Team Resources F

Rigidities System ol

Frequency| 37% | 4% 7% 33% 9% 16% 12% tt

w

Average 3,67 350 3,75 358 4,00 3,67 4,14 | w

Std. dev. 0,91 0,71 0,96 0,90 0,71 0,71 0,69 th

vi

. . T |

The results regarding quantum leap improvements thanks to rigidities are also compro- | «

mised by a lower answer rate compared to preceding results; this is due to the inability F}

of some entrepreneurs to identify this kind of situations. Furthermore, most of the en- | 1

trepreneurs only identified one possible solution. | &
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«Marketing”, is yet again the most frequent answer. [n particular, the entrepreneurs be-
lieve that an increase in the extent and the intensity of the commercial effort could favour
a quantum leap improvement through:

- penetration into new geographical markets;

_ the creation of roles and structures exclusively dedicated to sales.

| The second most frequent answer is “Management Team” and, in particular, it is be-

lieved that the following could favour radical improvements:

_ the development, with the help of consultants or partnership with customers, of the
ability to interpret the competitive environment and to define strategies and plans of
action;

_ the entry of new partners, even with the aim of creating a separation between owner-
ship and management.

The last point could in fact be connected to “Financial”, which is the third most frequent

answer, With regard to this, the entrepreneurs also believe that better access to credit

and new forms of financing, for example, private equity, could lead to radical improve-
ments.

In terms of frequency, “Human Resources” comes next — and in particular the strength-

ening of the competences of the personnel which occurs by sharing the competencies al-

ready possessed and acquiring new ones through the recruitment of skilled people. This
is followed by “Operations” where the automation of all work cycles was considered by
some entrepreneurs more as the removal of a rigidity than the creation of a uniqueness.

=

| What lessons can be learned?

Brief, the results regarding “Marketing” and “Operations” in particular seem to confirm
that in the majority of the companies included in the sample, competitive knowledge is
above all contextual. For most of the entrepreneurs, it is this that made it possible to cre-
ate a competitive advantage leading to the establishment of a total relationship” with in-
dividual customers. The fact that the latter generally operate in national, or even inter-
national markets, means that even for those companies who have a primarily local di-
| mension, competitive knowledge is that which is targeted at supporting global action.
Technical knowledge applied to products, but also to processes, seems however to as-
sume competitive importance only in that it allows the development of strong personal-
isation. Thus it appears to be subordinated to the knowledge of the specific contexts of
individual customers. According to the entrepreneurs, the efficient development of this
personalisation is made possible, especially, by flexible machinery. Therefore, technical
knowledge depends more on external innovations than internal ones and is thus also
subordinated to knowledge of the specific context of the individual machinery suppliers.
Furthermore, the efficient development of this kind of personalisation — but also the res-
olution of the problems of low productive capacity which prevent many companies in
the sample from establishing relationships with sizeable customers — often appears to be
made easier by outsourcing, which implies that knowledge of single sub-contractors as
well as knowledge of the general context of the supply market become relevant. All
things considered, the importance assigned to knowledge of the specific context of indi-
vidual customers is significantly higher than that assigned to knowledge of the specific
context of individual suppliers and of the general context of the supply market. Putting
things into perspective reveals that rather than knowledge of the specific context of the
individual customers, what seems to take on importance is knowledge of the general
sales market context and commercial management knowledge if the necessary means of
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attacking that market are to be identified. In overall terms, knowledge of the needs of all
the potential customers in different geographical areas — dividable into categories - who
might be approached directly through a well developed sales network and a wide prod-
uct portfolio. In this sense, knowledge of the individual customer’s specific context re-
mains crucial, if it also becomes a way of increasing knowledge of the market in general.
Along with knowledge of this kind, greater importance also scems to be given to knowl-
edge of the specific context of individual fellow entrepreneurs and even that of certain
long-standing competitors. This is believed to be fundamental in developing commercial
agreements made necessary by the increasing difficulty of facing national and interna-
tional competition and by the increasing rapidity of technological advances.

The results relating to “Management Team” and “Human Resources” seem to indicate
that in almost all cases competitive knowledge — regarding context, market, management
and also technical aspects — is possessed only by the entrepreneur and not by the em-
ployees or by the organisation as a whole. Many entrepreneurs believe their personnel
have limited knowledge and lack specialisation which is also difficult to acquire or in-
crease. It is the overall knowledge of the entrepreneur together with his strong personal
commitment and the modest dimensions of the company that would make it possible to
constantly adapt to the most recent changes in the environment. However, considering
things in perspective, concentrating all competitive knowledge in a single person is, ac-
cording to an increasing number of entrepreneurs, above all a source of competitive dis-
advantage. This change in orientation must first of all be linked to the apparently in-
creasing importance of knowledge of the general context of the sales and supply markets,
together with both commercial and economic-financial management knowledge. The in-
creasingly critical nature of the latter depends on the greater complexity of company and
environment phenomena and, with reference to financial management knowledge in par-
ticular, also on the imminent application of the credit regulations established by Basle 2.
All this contributes towards better access to credit and new forms of financing, such as
private equity. A significant number of entrepreneurs regard the entry of new partners
as a future possibility; these partners might have specific — above all commercial — com-
petencies, or might be management consultants who could improve the ability to inter-
pret the market and to define company strategies and policies. This must, however, be
linked to the impending generation change-over which represents a delicate moment for
many of the companies. An increasing number of the entrepreneurs seem to believe that
the difficulties in training personnel might depend on the prevalently tacit form of the
knowledge they possess and that this situation may thus repeat itself in the training of
whoever might be managing the company in the future. As a result of this, some of the
companies have begun a process which involves the strengthening of the knowledge ba-
sis of the personnel and the knowledge kept in either electronic or paper databases, by
sharing the knowledge already possessed — starting with that of the entrepreneur - and
the acquisition of new knowledge through the establishment of research and develop-
ment activities and/or the recruitment of competent personnel.

The third section of Part B analyses the knowledge content of company
processes. The aim is to understand what the processes and critical activities of
the company are, if and how the knowledge is formalised and controlled and

what margins of improvement are possible (Tables 11 and 12).

Above all, this section of the questionnaire refers to the processes of the val-
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ue chain: the entrepreneur must indicate the principal activities (one or two) of
each process and, subsequently, specify their importance in supporting the
company’s value proposal. The entrepreneur is also asked what degree of
knowledge formalisation is used in each process/activity and how much con-
trol can be exercised over their results. This final question aims to assess the
extent to which the input-output chain of causality can be manipulated by the
entrepreneur. In general terms one can imagine two ‘opposite situations: at one
extreme, the perfect knowledge of the relationships of cause and effect (for ex-
ample, on the basis of certain parameters of efficiency, the amount of raw ma-
terials used determines the amount of finished product); at the other, uncertain
relationships of cause and effect, dependent on many variables, which might be
beyond the company’s control (for example, the effect of communication poli-
cies on market share).

Finally, we must consider which intervention might improve individual
processes and activities. The logical pattern, within which lines of action that
increase the effectiveness and/or efficiency of the operations are identified, is
represented by the content variables (acquisition, sharing, generation and ex-
ternalisation of knowledge), to which the next section of the questionnaire is

dedicated (B.4).

Table 11. Section B.3, Value chain processes

Value chain Importance| Formalization | Control | Improvement How to
process (0-5) {0-5) (0-5) opportunities
thanks to*
(0-5)

A B C D

Primary activities
Logistics
Manufacturing
Marketing
Customer
support

Secondary activities
Procurement
Human resources
mgt
R&D mgt
Administrative
and general
activities

*A) out-in: Acquisition, B) in-in: Sharing, C) out-in-in: Generation, D) in-out: Externalisation
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¢ updating the customer regarding the state of the order;

o after sales service;
~ supply

¢ looking for, selecting and assessing suppliers;

¢ managing relationships with suppliers;
— the management of human resources

o the continuous training of personnel; .

e delegation;
~ research and development

o updating with regard to specific technological developments;

o plant modification in order to improve performance and safety standards;

» adapting existing products;

¢ new product development;
— management & financial accounting

¢ administration;

® treasury management;

e programming and monitoring;

o strategic analysis.
As previously indicated with reference to competitive variables, certain processes seem
to be critical, above all as regards the future. For example, the processes of sales network
management, of delegation, of new product development and of strategic analysis are all
elements that help to create competitive uniqueness which is believed to be crucial in fu-
ture terms rather than concerning the past.

Importance — On average, all macro-activities were given high importance. This may de-
pend on the limited ability of the entrepreneurs to discriminate, but also on the method-
ology chosen which was to work on 8 macro-activities and to ask the entrepreneurs to
think about their respective critical processes. In this sense, the average degree of im-
portance given to each macro-activity is partially compromised - in absolute terms — by
consideration of the single processes that each contains. However, the macro-activity
which has on average the highest degree of importance and, at the same time, the lowest
standard deviation, is production. This is further proof of how operational quality and
therefore technical knowledge are in all cases necessary, although not sufficient, condi-
tions in order to compete. This must always be linked to knowledge of the specific con-
text of individual customers. The macro-activity which follows in terms of importance is
customer support, which, has the third lowest standard deviation. Following this in
terms of importance, is the macro-activity of human resources management, which has
the second lowest standard deviation. This result is undoubtedly more surprising than
the first two and should perhaps be interpreted with regard to the future. In this sense,
the importance attributed to the delegation process could depend, for many of the en-
trepreneurs, on the impending generational change-over or transfer of the company,
which means that competitive knowledge is no longer solely possessed by the entrepre-
neur, but also by the employees or the organisation as a whole. The results referring to
the processes of research & development, marketing and sales — respectively the fourth
and fifth macro-activities in terms of importance - should also be interpreted with a view
to the future. It was in fact first shown how technical knowledge targeted at radical prod-
uct innovation takes on more competitive importance when referring to the future rather
than to the past. This also includes commercial management knowledge targeted at the
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management of the sales network. It is worth taking note of how logistics and supply, to-
gether with management & financial accounting, are the macro-activities which, on av-
erage, have the lowest degree of importance but, at the same time, unlike management
& financial accounting, the highest standard deviation. For some companies, probably
for those that make extensive use of outsourcing, the processes of management of orders
and selection, evaluation and management of suppliers are, respectively, among the most
important. For most of the companies, however, the precesses of administration and of
control in the broad sense are seen 0 be unimportant, perhaps due to the constant lack
of appropriate management Systems for the requirements of small companies.

Formalisation — Almost all the macro-activities were given, on average, significantly low
levels of formalisation of “used” knowledge, thus confirming that competitive knowl-
edge is mostly possessed by the entrepreneur in a tacit or possibly implicit way. The high-
est levels of formalisation were attributed to the macro-activities which were seen to be
the least important: administration, logistics and supply. This could depend on the fact
that these processes:

_ can either be easily formalised, creating gains in efficiency and effectiveness, but for
this reason can be :mmediately copied by competitors and are therefore unimportant
in the creation of competitive advantage;

_ or are unimportant in the creation of competitive advantage; for this reason, however,
it might be convenient to delegate them to employees or 0 external subjects.

Management & financial accounting undoubtedly falls within the scope of the first hypothe-

sis, as it is an activity that greatly depends on the use of software which requires highly stan-

dardised procedures. Logistics, however, seems to come under the second hypothesis. Given
its limited complexity, it is often dealt with through outsourcing. Finally, the high level of for-
malisation of supply is perhaps explained by the fact that the companies in the sample are sup-
plied by big, consolidated companies who require adherence to their own formal procedures.

After the macro-activities mentioned above, the one which has the highest level of for-

malisation of “used” knowledge is production, which can be interpreted as pertaining to

neither of the above-mentioned cases of 10 both. This degree of formalisation, especial-
ly for manufacturing companies, depends on the fundamental role played by technical
knowledge within the production process. On the other hand, the increase in the num-
ber of production processes that can be automated — that is those where it is possible to
substitute the tacit knowledge possessed by the entrepreneur with the explicit knowl-
edge incorporated within the plant - allows for improved efficiency without there being
excessive loss in effectiveness. This is above all thanks to the advent of information an
communication technologies (ICT) which have significantly increased the flexibility of
machinery. It goes without saying, however, that this knowledge:

_ if it belongs to the suppliers of machinery, is necessary but not sufficient, in order to
compete, in that it can be acquired by all competitors;

_ if it belongs to the employees of the company and thus to the entrepreneur who has
modified machinery with the intention of improving performance of safety standards,
it is both necessary and sufficient in order to compete, in that it is unlikely to be repli-
cated by competitors. Incremental process innovations — as opposed to those regard-
ing products —

o are difficult to see from the outside — many of the entrepreneurs keep their modi-
fied machinery jealously hidden under covers; hidden even from those involved in

maintenance;
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1, to- - o and are generally firm-specific and thus difticult to adapt to situations other than
| av- those where they were originally developed.
nent Customer support and research & development are the macro activities which have the
ably Jowest average levels of formalisation of “used” knowledge. In these cases, we are refer-
ders ring to knowledge of the specific context of individual customers and knowledge of tech-
nost nical innovation, respectively. They also have the lowest standard deviation, preceded in
d of this case only by administration, for which the formalisation of some activities and of
lack their results is, at least in part, imposed by law.
Control — On average, all the macro-activities were given fairly high levels of control of |
1 low ! the input-output relationship. All the entrepreneurs believe, therefore, that fundamen- '
towl- tally they have company processes under control, even those that have low levels of for- _
high- malisation of the knowledge “used”. On the other hand, as shown above: '
to be _ the least important processes, which are, in order, logistics, management & financial !
: fact _ accounting and supply, are also those which are most formalised, so that, even if their .
' management is delegated to employees or external subjects, the entrepreneur can keep 11
it for ' them tightly under his own control;
irtant _ the most important processes, which are, in order, customer service, human resources
management, research & development and marketing and sales, are those which are
jever, 1 generally managed directly by the entrepreneur and therefore the least formalised, be-
ing by definition under his control.
rothe- The macro-area of production is a particular case in that it is the most important process,
 stan- but, at the same time, has the highest level of formalisation of “used” knowledge. The
Given _ combined effect of these two aspects means, therefore, that it is the process with the
of for- ] highest average level of control and, at the same time, the lowest standard deviation. Ev-
esup- _ idence shows that, in the companies in the sample, the knowledge which is “used” is on-
Jures. ] ly formalised in the case of the least important processes, presumably for the reasons giv-
f for- : en above. This explains, at least in part, why the competitive variable “Management In-
ing to formation Systems” was never identified as a source of competitive advantage or disad-
ecial- vantage, either past or future, even in terms of quantum leap improvements.
1nical
num- _ Improvement opportunities — all the macro-activities were given, on average, fairly high
ble to levels of enhancement opportunities as a possible consequence of improving the process-
nowl- es of acquisition, sharing and generation of knowledge, while fairly low levels were giv-
being | en to improving the processes of externalisation. Therefore, in the light of increasing
n and : awareness of how the management of competitive knowledge is fundamental to smooth
ity of | company development, there persists amongst the interviewed entrepreneurs the fear
that the externalisation of knowledge will lead to its loss. Better externalisation of com-
fer to § petitive knowledge — above all of a technical type — seems to potentially produce effects
of very limited significance above all on the processes of human resources management,
10 has as well as on those recognised as less important: supply, logistics and management & fi-
lards, nancial accounting. It also seems to generate limited effects on production processes, a
repli- :ﬁ sign that the companies in the sample are not moving towards any degree of modularity.
gard- This makes it necessary to develop forms of cooperation which presuppose the putting
' together of the different elements of competitive knowledge — and not only the techni-
mnodi- . cal ones — with a view to creating an “extended company”. More effective externalisa-
red in ' tion of competitive knowledge seems to have a positive influence on the processes of cus-
tomer support in particular. If for no other reason, this is because it leads the customer




oy

54 =

Chapter 2

to better appreciate the extent to which this knowledge is important in developing re-
quested personalisation and in the support that is given during the design and/or manu- ‘
facturing stage of his product. Despite this, the interviewed entrepreneurs seem to believe
that better externalisation of competitive knowledge finally brings more dangers than op- ‘
portunities. This is debatable when a strategy of establishing a “total relationship” with a ’
limited number of customers is concerned, and entirely incorrect when the strategy is one
of opening up to the sales market as a whole. In this case it is quite impossible for a com-
pany to communicate its competencies to all potential customers in a way that is both ef-
fective and reserved. Better externalisation of competitive knowledge also seems to have
a positive effect on the processes of research and development. On the other hand, effec-
tive externalisation of competitive knowledge is clearly a necessary, although insufficient,
condition needed to set up processes of cooperation in research & development.
"The macro-activity of research & development was given, on average, the highest level
of improvement opportunity as a possible consequence of enhancement of the process-
es of knowledge acquisition. Presumably the entrepreneurs mainly refer to the knowl-
edge — above all of a technical kind - produced by the research institutes, which up to
now have had absolutely no contact with the business world and, in particular with the
world of small enterprises. These follow the macro-activities of supply, marketing and
sales, human resources management and management & financial accounting. Regard-
ing the first of these, it is particularly important for the companies in the sample to have
good knowledge of the overall context of the supply market but also of the specific con-
text of individual suppliers, or rather knowledge of the proposals of raw material sup-
pliers and of the competencies and production capacities of potential product suppliers.
In the remaining cases it is important to acquire the managerial knowledge possessed by
consultants in the fields of marketing, organisation, labour law and tax law. Lastly, we
find the macro-activities of customer support, production and logistics. The entrepre-
neurs seem to believe that their relationships with customers and suppliers of materials
and machinery allow them to acquire all of the useful knowledge which is available in the
environment. On the other hand, the continual physical interaction with these subjects
but also with competitors — made possible by their proximity to each other — has up to
now allowed small companies:

_ to externalise competitive knowledge sufficiently in order to “carve out” a role for
themselves in the local production context, although this is insufficient to integrate the
various production processes within the context of an extended company;

_ and to acquire the knowledge necessary to adapt to changes in the local competitive
context.

This interaction has also allowed relationships of trust to be developed with other sub-
jects too, first of all financial backers; the expression “to do business you first have to
look each other in the face” springs to mind. Briefly, the continual physical interaction
between different players has facilitated the circulation of knowledge, but has also made
it possible to regulate relationships based on trust, thus allowing small companies to par-
ticipate in the development of local production systems. The increasing range of medi-
um and large client companies also means that the “geographic glue” has less effect and
that small companies are increasingly exposed to the risk of being pushed aside or even
expelled from the market. The challenge for small companies, therefore, is to make it
possible to recreate the cognitive environments described above albeit within a compet-
itive, flexible, local context, but at the same time coordinated and global.
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given, On average, the highest level of improvement opportunities as a possible conse-
quence of the processes of sharing and generation of knowledge, respectively. Almost by
definition, on the other hand, the sharing of knowledge is considered - or should be con-
sidered - to be the identification of “who knows how to do what”; this premise is fun-
damental in order to assign responsibilities correctly and to plan training and career de-
velopment which is in keeping with the competencies of the individual employees. By
absolute definition, however, the generation of new knowledge is considered — or should
be considered — to be the setting up of research & development processes. In both cas-
es, the remaining macro-activities were given a level of improvement opportunities
which clearly retlects the degree of importance they were given. The fact that more ef-
fective sharing and generation of knowledge seems to have a positive influence on all
company processes in direct proportion to how critical they are — with the exception of
the processes of management of human resources and research & development — raises
the doubt that the entrepreneurs are not entirely aware of what the potential results of
the actions in question might be, but also, as a logical consequence, of what efforts they
should be making to put these actions into etfect. This apparent lack of awareness, on
the entrepreneurs’ part, of the costs and benefits of improvements in the sharing and
generation of knowledge processes, compared with improvements in the processes of ac-
quisition and externalisation, might depend on the dominant role the entrepreneurs have
with regard to the former. This could, however, also depend on the fact that the entre-
preneurs do not recognise what they consider to be perfectly normal activities such as
the sharing and generation of knowledge. For example, as has already been pointed out,
they believe that incremental innovations in process and/or product are part of their day
to day job and are not therefore the result of the process of knowledge generation. This
has perhaps led them to underestimate the importance of increasing the effectiveness of
the processes of the sharing and generation of competitive knowledge.

As an extension of the above points, the challenge for small companies becomes that of

making it possible to create:

_ further conditions for the effective acquisition and externalisation of knowledge, the
establishment of relationships of trust and, in the end, integration of the value chains
within a competitive context which is flexible and local, but at the same time coordi-
nated and global;

_ new conditions for the effective sharing and generation of knowledge.

The fourth section of Part B analyses krnowledge improvement opportunities.
Content variables are analysed more closely here (see chapter 1 for an expla-
nation of their significance in the analysis grid), or rather the processes of ac-
quisition, sharing, generation and externalisation of knowledge used by the
company.

Tables 13-15 show the path taken in order to reconstruct the acquisition
process. It shows that two areas of analysis were identified:

— the acquisition mechanisms (Table 13), or rather the external subjects that
the company contacts to obtain new knowledge and the way this knowledge
is brought into the company and distributed;

— the characteristics of the external knowledge environment (Table 14), iden-
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tified on the basis of the kind of knowledge and the degree to which they

are accessible to the company.

To make the mechanisms and routes of knowledge acquisition clearer, a nar-
rative section is included (Table 15), where the entrepreneur can relate relevant
events in the life of the company in a more unstructured way.

Table 13. Section B.4.1.1, Analysis of the mechanisms and paths of knowledge acquisition (B.4
= Knowledge improvement opportunities; B.4.1 = Knowledge acquisition)

Mechanism Importance/
frequency (0-5)

Processes

Identifying (where) The main external sou?c—e_ of knowledge

The means used to acquire knowledge

e

How the identified knowledge is

(re)organised and transferred to the company
A

Acquiring (way)

Organizing (how)
Transferring (how)

Table 14. Section B.4.1.2, Assessment of external knowledge cnvironment (B.4 = Knowl-
edge improvement opportunities; B.4.1. = Knowledge acquisition)
. &

e

-

age e
Knowledge not in company but accessible in the environment
o

———

[
Knowledge items or SOUrces Importance (0-5)
SR

e

-

Examples:
s e

Knowledge not in company and not accessible in the environment

toe enire e ——
Knowledge items or sources Importance ( 0-5)
Examples:

Knowledge not in company, not accessible and perceived as not existing
o

—_

Knowledge items or sources

—_—

Examples:

bxampe

Importance (0-5)

Table 15. Section B.4.1.3, Narrative exemplification of knowledge acquisition routes fol-
lowed by the company (B4 = Knowledge improvement opportunities; B4.1. = Knowledge
acquisition)

Examples from the company’s experience regarding external acquisition of knowledge sig-
nificant for competitive aims, with indications regarding the subjects involved, means of

discovery, type of knowledge acquired etc.
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1 they Table 16. The process of knotwledge acquisition in the analysed companies
a nar- The importance of phases of the knowledge acquisition process il
levant Phase Importance Identifying Capturing Organizing | Transferring
: Average 4,09 3,93 3,74 3,67 I
ion (B.4 . Std. dev. 0,89 0,88 0,88 0,83 I
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ce/ i The importance of external sources of knowledge [
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(0-5)
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Taking analysis of the knowledge that companies do not have as a starting point, we n}z)vz
i can see that in the case of accessible knowledge, the most frequent needs are those univ
' that relate to the product or knowledge of the production system and, therefore to the | the ¢
& needs of individual customers to design ad hoc solutions. This is despite the fact that othe

|
|
|
'.
this knowledge was frequently recognised as the most important in the creation of ' \ in th
|
|
|

competitive advantage. After this come the knowledge needs regarding the structure fer
and dynamics of the market and in particular: the structure of distribution channels, in c
4 the factors which are critical to success and demand trends. After this, in the catego- knor
| ry “other”, attention turns to knowledge which supports administrative and manage- tion:
rial activities (ways of achieving quality certification, new legislation etc.) and knowl- tion:
edge of the economic-financial solidity of customers. Lastly are the knowledge needs | pen
regarding new materials, new machinery and new production techniques and repairs, : entr
further confirming how most entrepreneurs believe they already have sufficient tech- thes
nical knowledge. ' one
Similar results, both in terms of relative frequency and contents, emerge regarding i vers
knowledge which is neither present nor accessible in a company, and also concerns sit- . thes
uations where knowledge is hidden in the sense that it is not known if anyone actual- ' In t
ly possesses it. In both cases, and transversally in relation to the categories used, the ; l facil
entrepreneurs recognise above all the knowledge which is developed by subjects who, { [ corr
by their very nature, are dedicated to the creation of new knowledge (universities, re- que
search centres etc.) and/or the transfer of knowledge to the production system (tech- ; = v
nological transfer centres etc.). This result is a strong confirmation of the distance that £,
still exists between these subjects and the business world (that of small businesses in g | - o
particular). With particular reference to knowledge needs linked to the structure and : p

dynamics of the market, they recognise the evolution of macro-economic scenarios, |
the strategies of competitors but also those of customers and main suppliers. This last _' ' Pre




apter 2 .- Knowledge recipes SMEs a5 yuthesis of firms f_l{ii(l_i’i[ onthe propeet 59

|

result reveals the weakness of many small companies that, despite cverything, do not

g manage to establish a partnership relationship with cither their clients or their suppliers.
8 Knowledge that supports delocalisation and entry into the emerging markets of Eastern
* Europe and China also becomes particularly important. With particular reference to the
8 _é knowledge needs relating to the category “other”, there is one element which stands out
3% regarding non-accessible knowledge and that is knowledge relating to the sources and [
Q%! rechniques of financing; this reveals that the category associations and/or chambers of '
g 4 commerce are ineffective in transferring information. i
. As regards the process of knowledge acquisition, greater importance was given to the
o stage of identifying compared to that of capturing, organising and transferring. This indi-
cates, therefore, that the entrepreneurs believe that the most critical aspect in the acqui-

sition of knowledge is the identification of who possesses it. This depends on the entre-
preneur who might have difficulty deciding whether knowledge is or is not potentially
useful (possibly due to a chronic lack of time), but also on the subjects who possess the
knowledge, who are disinclined to open up to outsiders and interact with them or have
a low opinion of small companies, and on those who should support the activity of 1den-
tification by small companies. Once a source has been identified, the entrepreneurs — de-
| spite what has previously been said about the possessors of knowledge — regard it as fair-
ly simple to have access to it, to achieve possession and to organise its transfer into the

company.

Other

0,

2% At least in part, this result depends on the real or perceived lack of those subjects whose
specific task is to create new knowledge — above all knowledge regarding technical in-

» We ' hovations — and/or to transfer it into the production system. This refers particularly to
10s€ universities, research centres and other technology transfer centres. These subjects, in
1 the the same order, are the ones which were given the lowest level of importance. On the
that other hand, they have the highest standard deviation of all. The majority of companies |
n of in the sample who believe that universities, research centres and other technology trans-
ture : fer centres have little importance for the acquisition of new competitive knowledge stand
rels, in contrast, therefore, to the minority who consider them to be a primary source of
*80- ' knowledge. In keeping with these results, a small number of companies have active rela-
ige- tionships with these external subjects. Doubt remains whether the lack of active rela-
wl- tionships with universities, research centres and other technology transfer centres de-
"?ds pends on their low importance as sources of knowledge acquisition, or if the opinion of
m:, entrepreneurs depends on a lack of active relationships caused by distancing between
<h- these subjects and companies (in particular small companies). As an act of provocation,
’ one could assert that companies have only rarely, and then very timidly, approached uni-
1ng _ versities, research centres and other technology transfer centres with questions and that
S;;' these questions have generally not received an answer.
jh i : In terms of importance, the aforementioned subjects are only preceded by advisory and
;]oe | facility agencies and by competitors and, if universities are excluded, by chambers of

’ _ commerce. These subjects, however, present very different situations as regards the fre-
rﬁ' quency of activation:
Ea; | - ver.y'few companies say that they have acquired new knowledge through advisory and |
> _ facility agencies and chambers of commerce;
' n‘g | ! ~ many compan'ies, hoxyever, claim that they have acquired knowledge from thei.r com-
os _ | petitors, despite the fact that the latter undoubtedly make efforts to defend their com-
ast’ petitive knowledge.

| Presumably, the low level of importance attributed to competitors depends, therefore, |
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r:)n the difficulty experienced in acquiring their knowledge, as well as the desire of the
entrepreneurs Not to appear as mere imitators. Caution of this nature is perhaps a par-
ticularly important factor nowadays given the depressive effect on all western economies
of Chinese imitators. The low importance given to advisory and facility agencies and
chambers of commerce could be explained by the same factors, only slightly diminished,
as those put forward to explain the importance given to universities, research centres and
other technology transfer centres. Following this, in increasing order of attributed im-
portance, but also in frequency of activation, come those subjects which are progres-
sively less concerned with the transfer of knowledge, except for customers and suppliers
for whom the transfer of knowledge is secondary to their principal activities. An excep-
tion to this rule is the sales network which has the highest level of importance but, at the

lationship between costs and benefits deriving from the creation and management of a
sales network for all those companies in the sample, the majority, that have up to now
pursued a strategy of offering a limited number of products to an equally limited num-
ber of customers. A partial exception to the rule is represented by the technical pub-
lishers who have medium level importance but, at the same time, a high frequency of ac-
tivation. This apparent contradiction can easily be seen to depend on the fact that the
knowledge transferred has limited competitive value, if for no other reason, because of
the extreme ease with which it can be acquired. In any case, customers and suppliers are
also the elements that have the lowest standard deviation: thus, almost all of the compa-
nies consider them to be the most important subjects in the context of knowledge ac-
quisition and, in keeping with this, they exploit the relationships established with them
for this purpose. In this case too, the doubt remains whether the frequent activation of
customer and supplier depends on their high importance as sources of acquisition of new
knowledge or whether this opinion depends on their frequent activation for reasons
which were quite different in the first place. In general terms, the doubt is raised that the
majority of companies in the sample attempt to exploit, for the purposes of knowledge
acquisition, relationships that have been established for other reasons and that they do
not make efforts to establish new ones simply to acquire knowledge.

Logically, the kinds of subjects which are activated have an effect on the ways of acquir-
ing knowledge. Thus, we can see a greater frequency in the means of acquiring knowl-
edge possessed by suppliers and customers through private or public channels, with or
without the mediation of SME associations and/or chambers of commerce. We are re-
ferring here to: a) the participation in exhibitions and national and international fairs
with the assistance of SME associations and/or chambers of commerce; b) the collabo-
rative action learning developed with suppliers and customers to consider possible in-

knowledge bases of SME associations and/or chambers of commerce, but also to those
of suppliers and customers (Siemens, for example, has a site which allows its mainte-
nance firms to update their repair techniques); d) the industry meetings organised by
SME associations and/or chambers of commerce in order to discuss specific subjects; €)
explorative site visits to potential and existing suppliers in order to assess performance
and to receive updates regarding technological developments; f) occasional or regular
generic meetings with people within or outside the sector in question to discuss particu-
lar subjects. What follows, regards the ways of accessing the knowledge possessed — al-
though possibly less useful for the creation of competitive advantage — by those subjects
whose primary interest lies in the transfer of knowledge. Passive methods are more com-

same time, low frequency of activation. This last result depends on an unfavourable re- |

novation in materials and machinery or product performance; c) direct access to the |
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mon here than active ones. External training organised by SME associations and/or

chambers of commerce and/or directly by consultants is aimed at the entrepreneur or

the administrative staff; training organised by technological transfer centres and/or sup-

pliers is aimed at technical staff. Whatever form it takes, external training is more im-

portant than information search and collectiop, whether general (web search,' reading

newspapers and technical magazines) or specific (targeted web research and informal
contacts with fellow entrepreneurs and category associations). Next come ways of shar-
ing knowledge (benchmarking) and creating new knowledge (cooperative research).

Knowledge that can be acquired in these ways is potentially the most useful in terms of

creating competitive advantage. Their limited frequency is therefore perhaps further ev-

idence of the passivity with which the companies in the sample face this problem. Last-
ly come the acquisition techniques which involve the entry of an external subject into the

company. Here we mean: .

a) external mentoring by the customer during production at the start-up phase (spin-
off);

b) external mentoring by the supplier for the adaptation and use of sophisticated ma-
chinery;

o) external mentoring by consultants for the adaptation and management of information
and computer systems used in management, production, marketing etc.;

d) labour mobility, in the sense of the acquisition of specific competencies which are not
present in the company through the recruitment of personnel, both poached from
competitors and freelance personnel available in the market. The limited frequency
here could depend on the fact that small companies do not often tolerate the presence
of extra personnel and/or the fact that small entrepreneurs are often inclined to be
particularly reserved.

In keeping with the prevalently tacit form of the knowledge possessed by the companies
in the sample, the most frequently used techniques for organising and transferring ac-
quired knowledge within the company are based on personal transference rather than
impersonal transference. In this way, formal and informal meetings are more frequent
than training and the diffusion of best practices, generally through the modification of
existing procedures or the introduction of new ones. They are also more frequent than
the creation of knowledge data bases and yellow pages by keeping and systematically or
non-systematically updating information collected in electronic or paper databases (col-
lections of catalogues, visiting cards, instructions and maintenance manuals, guarantees,
order confirmations etc.). A similar interpretation is to be given to the results regarding
standardisation through process partnering and training. This activity is aimed at newly
recruited personnel and at personnel involved in job rotation and internal training; an
activity normally undertaken by staff who have taken part in update courses organised
by suppliers. Monitored trial and error actions, which aim to promote the use and de-
velopment of acquired knowledge, have an even lower frequency; these activities might
be structured or unstructured and records of results may or may not be kept. Team work
development of homogeneous or heterogeneous competencies has a similarly low fre-
quency. The number of companies that use the web or a local network to organise dis-
cussion forums is completely insignificant; this is further proof that the potential of ICT
is not exploited by small companies.
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The pattern used in the analysis framework to deal with the second content Tabl
variable (sharing) is more or less similar to that regarding acquisition. Apart “‘ﬁ"
from the mechanisms and routes of sharing (Table 17), an attempt is made to '
discover if there are margins for improving the exploitation of competitive r]
knowledge, or rather if the company has knowledge which is insufficiently used o

; or exploited (Table 18). Finally, as before, the entrepreneur is given the oppor- |
4 tunity to report any significant events which exemplify the approach used to 'S
distribute knowledge within the company (Table 19). “‘
Fre
i Table 17. Section B.4.2.1, Analysis of the mechanisms and routes of knowledge sharing (B.4 —
i = Knowledge improvement opportunities; B.4.2. = Knowledge sharing)
~' |
Processes Mechanism Importance/ ' |
frequency (0-5) '
Identifying The main mechanism for identifying (internal) ﬁ.
knowledge available and sharable i
Acquiring The methods used to acquire internal tacit knowledge }r
Organizing How the identified knowledge is (re)organised | LFI,
|
Transferring How the identified knowledge is transferred | T
to/among employees ‘ —
Table 18. Section B.4.2.2, Assessment of knowledge sharing potential (B.4 = Knowledge im- J ‘
provement opportunities; B.4.2. = Knowledge sharing) H
|
Knowledge sharing potential | |
Knowledge items Importance (0-5) | L‘E‘
| BT
Examples: s

l

Table 19. Section B.4.2.3, Narrative exemplification of the company knowledge sharing routes
(B.4 = Knowledge improvement opportunities; B.4.2. = Knowledge sharing)

Examples from the company’s experience regarding internal knowledge sharing significant
for competitive aims, with indications regarding the subjects involved, type of knowledge
shared etc.
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Table 20. The process of knowledge sharing in the analysed companies

The importance of the phases of the knowledge sharing process

Phase Importance Identifying Capturing Organizing | Transferring
Average 3,23 3,39 335 349
Std. dev. 1,27 1,25 1,25 1,18

Frequency of answers regarding mechanisms of knowledge sharing phases

o § ~ .
B 28
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& g El 5 88g €3
2 H 25 g2 = 88 §s
3 i | xie | 82 | 8%f 15
= § 3 § N g é B 'E.',
g | 100 | iie | 3 | g £
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Frequency 51% 68% 21% 42% 96%
.ﬂ %0 )
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Frequency 35% 37% 98% 75% 58% 44%
. g
e - ] E N 4
N §23 ] g R £ . g
Es g8 485 Eelag|s £ '§s§v§
o ga8 | S| BY|S & E H a 83
o] _“- Yo, Y a, & -E'ao"‘
ST |k a'ég HEIIERR AR i
i~ - @ .a g S
26 |88 | BR324 (88|58 8 | & 8afat
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Assessment of knowledge sharing potential

Knowledge Sharing Technology Product Market Other
Potential
Frequency 12% 74% 16% 23%

Starting with the analysis of the existing knowledge in a company, which is not fully
shared, we can see how this is linked, above all, to products. The interviewed entrepre-
neurs refer to knowledge of the production systems of their own companies — often ex-
clusively in their possession — rather than, as happened in the acquisition process, of
their customers. The reasons for the lack of sharing of this knowledge have been ascribed
to the resistance to sharing as follows: .

— the personnel. The entrepreneurs believe that their employees are not interested in as-
suming responsibility, in collaborating, working in groups and in updating and im-
proving their competencies;

— the entrepreneurs. They admit that they are not inclined to delegate, to create intra-
organisational relationships based on collaboration and trust, to organise team work, to
develop a training policy to improve the competencies and motivation of their employ-
ees.
The difficulties of the “transmission” and “reception” of competitive knowledge explain
why transferring is regarded as the most critical phase within the process of sharing.
What was said about organising and transferring within the acquisition process can also
be applied here to transferring. The companies seem to use similar systems for organis-
ing and transferring acquired knowledge as they do for shared knowledge, with the ex-
ception of knowledge data bases, the creation and compilation of yellow pages and the
dissemination of best practices. The last of these mechanisms is the only one which has
a significantly different frequency according to whether the knowledge to be organised
and transferred is acquired or only shared. In particular, within the process of sharing,
where it is also used by a smaller number of companies. In this last case, the moditica-
tions to existing procedures in order to improve the efficiency and effectiveness of com-
pany processes can only be developed internally and not acquired externally from, for
example, company consultants. The absence of the first mechanism from the sharing
process depends, however, on the fact that it was considered more useful for the identi-
fication of explicit knowledge present in the company and thus potentially more sharable
than it was for the organisation and transfer of knowledge.

In line with the results of the acquisition process analysis, the knowledge data base is a

mechanism used by only some of the companies in the sample: just over half of these

companies use electronic data bases. Only a minority of the companies formalise the
tasks and organisational responsibilities and an even lower number formalise the skills of
employees through an assessment of competencies. If the first result is further proof that
the potential of ICT is not fully exploited in small companies, the subsequent ones show
how almost all of the entrepreneurs believe that the possible benefits of the codification
of knowledge are completely insignificant compared to the costs involved. The only
mechanism for the identification of potentially useful sharable knowledge used by almost
all the companies is that of informal identification. This also explains why the identify-
ing phase was also recognised as the least critical within the sharing process, as further
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proof of the fact that the knowledge of small companies is nearly always possessed by the
entrepreneur or a limited number of collaborators.

In keeping with the above evidence, the most frequently used ways of capturing the
knowledge present in the company, but which is not sufficiently shared, are only partial-
ly based on codification. Informal sharing, which takes place verbally and/or through di-
rect observation, internal mentoring, conducted by experts during the execution of
rasks, and internal training, undertaken mostly by the entrepreneur, have a higher fre-
quency compared to direct access to internal knowledge data bases and formal sharing.
The last of these takes place through the creation of procedures for the standardisation
of operations: writing technical reports, preparing instruction manuals on the working
and setting-up of machinery, making samples and keeping records regarding client and
supplier information, invoices, order confirmation, the economic-financial performance
of the company and its various parts etc. Collaborative action learning, which aims to en-
courage the use and development of shared knowledge, has an even lower frequency.
Overall, the results show that the process of competitive knowledge sharing within an
organisation is not considered to be particularly critical by most of the entrepreneurs
involved. In a few cases, the process of quality certification was the only element be-
lieved to be significant in this context owing to the formalisation of knowledge and
the definition of tasks and responsibilities that this involves. In other cases, the only
important factor was seen to be the transfer of knowledge during the generation
change-over stage. In many cases the sharing of competitive knowledge was only be-
lieved to be useful in limiting the dependence of the company on one or a small num-
ber of individuals. In each case, the effectiveness of sharing seems to depend on cer-
tain company characteristics: its size, the atmosphere of the organisation, the way
work is organised, the variety of competencies, the behaviour and attitudes of the per-
sonnel, and, above all, the entrepreneur.

The third content variable examined is the generation of competitive
knowledge. To have a picture of the way the enterprise generates new com-
petitive knowledge, the mechanisms and routes which are usually used
(Table 21) were considered, as in the previous two cases, but in this case they
refer to the procedures (systematic or episodic, formal or informal), the
tools (brainstorming, experimentation etc.) and the subjects (internal and
external) involved. What is important is not only the actual generation of in-
novative ideas, but also the way in which the ideas are translated into goods
and services and the way the knowledge they contain is transferred within
the company. Given the importance of human capital in characterising this
content variable, close attention is paid to people and certain tasks that must
be performed within the company (Table 22). Once again, the picture is en-
hanced by allowing the interviewee to relate his experiences in an unstruc-
tured way (Table 23).
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‘Table 21. Section B.4 3.1, Analysis of the mechantsms and patbs of knowledge generation (B.4
= Knowledge improvement opportunitics; B.4.3 = Knowledge generation)

Processes Mechanism Importance/
frequency (0-5)
Identifying The main mechanism for identifying input or
stimulus to activate a new idea generation process
Acquiring The way used to acquire the essentials of the stimulus
Organizing How the new idea is translated into practice
Transferring How the successful innovations are implemented

in business practices

Table 22. Section B.4.3.2, Skills audt to assess the potential for the generation of new knotwl-
edge (B.4 = Knowledge improvement opportunities; B.4.3. = Knowledge generation)

Score | Trend
0-5) | (+-)

Skill category

4. worker attributes (generic abilities and skills)

— aptitudes and abilities (cognitive, physical, sensory..)

— basic workplace skills (reading, writing, computational)

_ cross functional skills (information gathering, communication,
problem analysis, negotiating..)

— occupation specific skills (ability to use specific tools,
machines or equipment)

— occupation specific knowledge (programming, foreign
languages, software)

b skills dimensions (articulated and situated abilities)

_ content skills (reading comprehension, active listening..)

— process skills (critical thinking, active learning..)

_ cross functional skills (developed capacities that facilitate performance)

_ social skills (coordination, persuasion, negotiation..)

— complex problem solving skills (problem identification,
information gathering, synthesis/reorganisation, idea regeneration..)

_ technical skills (operation analysis, technology design,
equipment selection...)

— system skills (systems visioning, systems perception,

— identifying downstream consequences, identification of key causes...)

_ resource management skills (time management, management
of finance, material, personnel)

_ information and communication technologies

Table 23. Section B.4.3.3, Narrative exemplification of knowledge generation routes followed by
the company (B.4 = Knowledge improvement opportunities; B.4.3. = Knowledge generation)

Examples from the company’s experience regarding knowledge generation significant for
competitive aims, with indications regarding the subjects involved, type of knowledge gen-
erated, procedures followed etc. _ ) -
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Table 24. The process of knowledge generation in the analysed companies
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: £ E
[7) T . - §
T n P
g |2 8|53, g g g \E,
X-| - | & |E C a E |ES
= 8= g g = ] @ |o'Eh
- T T - B - A - T P g 3 £ g =3
— .O w ) é .O_ 2 i 0 g
AR AR R P ERE AR R R R R g
A IR IE R L AR AR AR R AR
2 Tl slely|s §lEl% wl5alE| §|22E5
S Eg|B|EIEE 5 2|2 89 g B
SE 2|2 |S|S[CES|A|C |4 CEF [P SE(ES
Average |3.20|3,123,20(336(3,02| 3.14|3,33|3,20| 3,47 | 3,49 3,02 3223,24 3,16
Sud. dew. | 1.26| 1.27]090(1,17 1,30/ 0,96 0,901 0,74 1,00] 096 1,15 092]0,92 0,96

In assessing the importance of the separate phases, producing received the highest as-
sessment both in absolute terms (score) and relative terms (standard deviation). The
phases of identifying and capturing followed in consecutive order and, further behind, al-
<0 in terms of standard deviation, was the transferring phase. The development of this
discrimination process seems to be influenced both by the diversity of the results pro-
duced by the separate phases and by the efforts involved in the activities of the phases
themselves. In this context, the phase of producing is benefited as it leads, unlike the
phase of identifying and capturing, the stimuli for the creation of new ideas in particu-
lar, to tangible results like the development of prototypes and, in general, of experi-
ments. As a consequence, it is easier to perceive and characterise, albeit in qualitative
terms, the contribution to the creation of value. Apart from this greater transparency of
the relationship with generated value, the quantification of the effort involved seems to
have a significant role. In most of the interviewed companies, knowledge generation, in
the strict sense of the word, is limited to the entrepreneur, who often decides to invest
material resources, energy and time in these activities at the expense of his own family
and personal interests. The sacrifice is often seen as necessary for the improvement of the
competitive set-up of the company, but the entrepreneur remains very much aware of the
cost involved.

The stimuli for the generation of new ideas come primarily from the quality of the sub-
jects within a company and, in particular, from the entrepreneurs who, in the vast ma-
jority of the interviewed companies, conduct R&D activities in an unstructured and oc-
casional fashion. The stimuli also derive from the specific requirements of customers and
from technological innovations published in specialised trade magazines. The result re-
veals a set of conditions which recur with a certain frequency in starting off the process-
es of innovation, in particular in those which aim at the continuous improvement of op-
erational activity and products: the excellence of technical competencies and the experi-
ence of the entrepreneurs, skill in dealing with situations which are not completely
known, combined with the commitment shown to the updating of knowledge and the
complete satisfaction of the customers needs, are some of the fundamental ingredients of
the formula for the competitive success of many small companies. Further stimuli derive
from the interests of suppliers, who promote directly within companies the advantages
of new materials and machinery, and also, though they might not take place frequently,
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mcms organised by SME associations and from the qualified support of technolo
gy transfer centres and consultants. The latter, together with supplicers, act mainly as
sources for the acquisition of highly specialised knowledge, often not present within the
company, which is to be used during very specific innovation activity. It is not by chance
that, along with customers, consultants are often the most sought after subjects for col-
laboration which aims to achieve radical product innovation through co-designing, co-
production, co-development of new materials etc... On the other band, associations and
agencies involved in the production and transfer of knowledge are seen more as organ-
isers of training events of general interest (conferences, talks, demonstrations) as well as,
to a lesser extent, suppliers of knowledge to be used directly in company operations.
Brietly, we can say that the stimuli to the generation process are both internal and exter-
nal and that the internal stimuli, unlike the external, derive from a set of sources which
is more limited both in number and in kind; there is also no patticular behaviour pattern
which might give continuity and structure to the creation of new ideas, which is gener-
ally prompted by necessities and opportunities as they emerge.

The variety of external stimuli leads us to a recognition of the entrepreneur’s skill, not
only in identifying the source but also, and above all, in assessing the quality of the stim-
ulus and its potential usefulness by reworking it and adapting it to particular objectives.
However, this skill appears to be limited to contacts with subjects with whom the entre-
preneurs have maintained a consolidated business relationship for some time and where
there is trust on both sides. It is not by chance that participation in trade fairs and sec-
tor exhibitions and relationships with customers are amongst the most frequently indi-
cated ways of capturing stimuli. In first place we find internal brainstorming and learn-
ing by working, further proof of the operational character of innovation, while in the last
places we find, respectively, systematic R&D activity, workers’ mobility and the assis-
tance of research centres. In order to acquire stimuli, the companies in the sample turn
fainly to the creativity of the entrepreneur, which might be backed up by discussion
with trusted co-workers and forms of learning which are triggered during the carrying
out of daily tasks. Frequent use is made of channels through which information about
the state of the art of the sector can be acquired, as well as those which are limited to the
carrying out of business activities. Overall, the capture of stimuli is limited to small ar-
eas, as it is conditioned by the absence of any programmed or planned action, by the en-
trepreneurs’ limited propensity to take risks and by a reluctance to explore sections of
the external environment which are little known, entirely unknown or seen as too distant
from the world of small companies. This is confirmed by the fact that there are no links
to research centres and that there is a reluctance to employ people of high professional
standing to deal with critical tasks, where results like radical product innovation are un-
predictable.

Activities specifically designed for the generation of knowledge are neither structured
nor systematic. The generation of knowledge is, almost exclusively, the result of experi-
mentation on many levels (“Directed experimentation, trial and error and redefinition of
procedures”) which often lead to the building of prototypes in different stages of devel-
opment, the starting point for further experimentation and an important way of validat-
ing results. Furthermore, this is a process which is rarely used in situations where work
is organised along collective lines and which tends to be formalised at the stage of inter-
mediate results, in order to exploit possible economies due to the replication of solutions
which have proved to be effective and efficient (“Formalisation of new knowledge in
electronic or paper form”). From the overall results and in keeping with the meanings
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| artributed to the concept of innovation (Table 6), it appears that the knowledge genera

tion process is aimed, respectively, at incremental process innovation, at the continuous
improvement and/or customisation of the product and, finally, at radical product inno-
vation.

In the first case, the main objectives which drive new knowledge generation are: a) the
continuous improvement of productive efficiency, which takes place through organisa-
tional intervention with the purpose of reducing the times of movement of materials and
work cycles; b) the continuous improvement of productive effectiveness, which takes
place through the automation of brief work cycles and the customisation of machinery.

These tasks are conducted primarily by using internal resources and, in particular, the
creativity and experience of the entrepreneur. The generated knowledge is transferred
within the company in ways which vary according to the results achieved. The redefini-
tion of operational procedures is used mainly when production is reorganised, while the
training of employees follows intervention regarding the physical-technical capital.

In the second case, the objective is to ensure high quality standards and a high level of
service for customers, in order to consolidate business relationships and to present one-
self as a trustworthy, competent interlocutor and the only person able to meet the cus-
tomer’s requirements. The difference in this case is that the input comes from the cus-
tomer, who requests product changes and gives to the company the task of finding a so-
lution that optimises, on one hand, the requirements of differentiation and, on the oth-
er, the rationalisation of costs. The increased complexity of the process requires the ap-
plication of a greater amount of knowledge acquired externally (often in the form of
specifically produced articles or parts and components acquired through outsourcing)
and the particular advice of fellow entrepreneurs and suppliers, as well as the use of in-

| struments for the formalisation of the knowledge generated during the different devel-

opment stages. The transfer of new knowledge normally occurs through informal shar-
ing backed up by the redefinition of operational procedures and the storing of informa-
tion in databases which can be accessed through ICT tools.

In the third case, the main objective is to acquire sustainable competitive differentials
through the constant offering of new products. This is only an objective for those com-

| panies who have a direct relationship with the final consumer and are thus the exception

within a sample made up almost entirely of companies which sell to other companies
(only 4% of the interviewed entrepreneurs recognise “product innovation” as a source
of value generation for the customer). Dissimilar to the two previous profiles, innovation
is often the result of planned and structured activity, where resources are dedicated to
specifically organised internal procedures (project organisation, process organisation,
teamwork) or to collaboration with external subjects, mostly with customers and spe-
cialised suppliers. Internal solutions are preferred if the competencies and abilities for
the complete development of the innovation process are available in-house. In this case
the company has complete control over the process and thus reaps the full benefits of
the product’s introduction into the market. Conversely, external solutions are preferred
when the necessary resources can only be acquired through external purchasing. In this
case the effectiveness of the process depends on the combined efforts of the single par-
ticipants and the benefits are divided up according to the extent of individual contribu-
tions. In both situations, generation is no longer to be regarded as an occasional process
but as a systematic and organised one. The creation of a new product involves the rede-
finition of the procedures which support the supply, and in particular, the production
processes. The new knowledge is transferred by the standardisation of processes, often
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€ genera- ; combined with periodic meetings between important figures and the head of the com-
ntinuous 3 pany. ] )
uct inno- Finally, a tew brief comments on the results of the entrepreneurs’ assessments of em-

ployee skill levels. An initial retlection is that the values regarding importance deviate lit- H
re: a) the tle from the average. This effect derives not so much from any discrimination on the part
organisa- of the interviewed entrepreneuts as from the method that was used, which led to con-
erials and | sideration of all personnel taken as a whole rather than homogeneous groups of em-
ich takes ployees. Social skills and skills regarding the solving of complex problems were the cat- f
achinery. : egories with the highest importance values. This result contradicts, at least partially, the '
cular, the : commonly held view that employces have a low propensity for solving daily operational
ansferred § problems, for continuous improvement, interaction and working in groups. Perhaps
redefini- ; these opinions, especially those which regard employees as the main cause for the lack '
while the ' of knowledge transfer within an organisation, need to be revised or at least reconsidered
ital. ' in the light of the well known narcissism of certain entrepreneurs. Specific knowledge
h level of and technical skills, on the other hand, are the categories with the lowest importance but
sent one- are amongst those with the highest standard deviation, revealing the fact that these skills
: the cus- are seen to be of a particularly high standard in some companies but not in others. This
| the cus- result is surprising, above all, with respect to the quality of specific knowledge linked to
ling a so- the performance of tasks and seems to indicate a new tendency in training policy, i.e. a
 the oth- focus on the development of heterogeneousness competencies rather than specific spe-

's the ap- cialisations. It is not surprising, however, to see the low assessment of technical compe-
 form of tencies, which include the ability to manage and develop knowledge of the technical as-
sourcing) pects of the functioning of plant and equipment. The high specialisation of these com-
1se of in- petencies is one of the reasons why small companies acquire them externally rather than
nt devel- develop them internally, unlike large companies who prefer to manage and control them
pal shar- : directly. The final consideration regards the skills of resource management and of ICT.
informa- 3 The first of these was given a higher assessment, albeit only slightly higher, than average,

. ) £ but not as high as it was reasonable to expect, above all considering the fact that the en-
‘erentials / trepreneurs were asked to give an assessment of their own work. This is a fairly reliable
Ise com- _ indicator of the common awareness of the need to improve techniques and styles of com-
xception pany management, if for no other reason than to guarantee the security of the company
mpanies : in a competitive scenario which is undergoing constant change. The second, however,
a source were given a lower than average assessment, revealing once again that the use of ICT and
1ovation _ the ability to manage these new technological tools are still at an early stage in small com-
c?ted to ] panies.

1isation,

ind spe-

ities for

his case Finally, attention is given to externalisation, or rather the activities, proce-
1efits of . dures, products and services through which the company ensures that its
referred - knowledge is visible to its current and potential customers. Once again the
. {n this ' mechanisms and routes followed by the company are important (Table 25). As
?nfr?l:- regards externalisation we can consider the way the company identifies the
process ' knowledge it believes to be important and the way it transfers it (through com-
e rede- munication and promotion or through its products and services) to external
duction subjects who might be interested in using it in their production or consump-
s, often ; tion processes. It is particularly important to understand how the company is
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remunerated for the transferred knowledge: indirectly through the price of the
product sold, or directly by putting 2 price on the knowledge itself.

As usual, the picture given by this variable is completed by the entrepre-
neur’s accounts of experiences directly relating to externalisation (Table 26).

Table 25. Section B.4.4 1, Analysis of the mechanisims and routes of knowledge externalisa-
tion (B.4 = Knowledge improvement opportunities; B4.4. = Knowledge externalisation)

Processes Mechanism Importance/
frequency (0-5)

Identifying How available company knowledge is
communicated to external potential users

Structuring How company knowledge is transferred to
external subjects

Negotiating How the company gets money for the externalised
knowledge

Table 26. Section B.4.4.2, Narrative exemplification of the routes of externalisation followed by
the company (B.4 = Knowledge improvement opportunities; B4.4. = Knowledge externalisation)

Examples from the company’s experience regarding knowledge externalisation significant
for competitive aims, with indications regarding the subjects involved, type of knowledge
externalised, procedures followed etc.

Table 27. The process of knowledge externalisation in the analysed companies

The importance of the phases of the knowledge externalisation process

Phase importance Identifying Structuring Negotiating
Average 3,40 3,30 2,54
Std. dev. 0,78 0,84 1,32

Frequency of answers regarding the mechanisms governing knowledge externalisation phases
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In the assessment of the importance of the different phases, identifying had the highest
score, followed by structuring and negotiating. It also had the lowest standard deviation,
evidence of the fact that most of the entrepreneurs had the same opinions, whereas the
standard deviation for the other phases, especially negotiating, was higher. The entre-
preneurs are thus shown to be fairly careful in selecting the receivers of transferred
knowledge, whereas they display contrasting behaviour in the ways they manage both
contacts and interaction in general. On one hand they show that they can recognise
which receivers would make reliable interlocutors, able to make a valuable contribution
to the exchange of knowledge, and that they are aware of the conditions which should
regulate the effective management of the externalisation process. On the other hand,
however, they are not always able to exploit those conditions and show a certain inabil-
ity to control negotiations. The activation of relationships with external subjects target-
ed towards knowledge transfer would, therefore, seem to be subordinated to the follow-
ing set of conditions: a) the certainty that the receiver is not behaving opportunistically,
i.e. that he is not acquiring substantial advantage with minimum effort; b) the willingness
of the receiver to collaborate with the company at a later date, in keeping with the prin-
cipal that a company is prepared to “cede knowledge now in order to obtain it in the fu-
ture”; c) the real possibility of creating strong, lasting business relationships, particular-
ly with customers; d) the real possibility of improving the quality and quantity of com-
pany performances through the development of cooperation between participants based
on knowledge sharing.

The difficulty that many of the entrepreneurs have in fully achieving the expected results
of knowledge externalisation can be seen to depend on a limited perception of the real
value of ceded knowledge, perhaps due to an inability to quantify the impact the new
knowledge might have in a new context. Or perhaps, more simply, they regard knowl-
edge externalisation as unavoidable; a price that has to be paid to obtain better perfor-
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mance from supplicrs, to obtain the trust and the respect of customers and to be able to r
participate in the local development of innovation. t
[t can casily be seen that existing or potential customers, with 95% of replies, are the ©
main beneficiaries of knowledge transfer. Colleagues, associations, economic and social s
cnvironments and suppliers of raw materials, parts and semi-manufactured goods follow 2
| a long way behind. This confirms a behaviour pattern that tends to give importance to u
i relationships within the local environment and with subjects who are directly involved in G
the business and are thus considered more reliable. Equipment suppliers are not sought b
| out as receivers of information, perhaps due to the complexity of the knowledge pos- X
sessed, and are more often seen as sources from which to acquire knowledge rather than t
: subjects to whom knowledge can be ceded. Next come research centres and training in- u
| stitutes and banks, mentioned only in 9% of replies. The difficulty of interacting with re- d
| search centres is due to the lack of adequate contact channels, their low visibility and the e
mentality of the entrepreneurs who see them as centres designed to satisfy the radical in- a
novation requirements of big companies. Banks are not favoured as interlocutors. The ¢
low frequency is partly due to the fact that entrepreneurs tend to place more emphasis 1
on the technical-production sphere, rather than on the economic-financial sphere; these u
relationships are often regarded as inevitably conflictive. The low visibility of the finan- n
cial sector can be traced back to the fact that many of the companies do not employ com- n
munication tools such as business plans, investment plans or industrial plans. The prob- “—
lem may become particularly critical due to the restrictions on credit imposed by the
Basle 2 agreements. C.
The prevalence of information regarding operative matters as the subject of externalised
knowledge is confirmed by the first two categories, “Characteristics of resources and Tl
processes used” and “Critical aspects of the resources and the processes used and their 1)
evolution”. The companies intend to show that, above all else, they are particularly at
skilled in production acitivities and in the acquisition of technological developments. W
Next comes contents which are linked to the performance and functionality of the prod- th
i uct (Product use, Product functionality) not only in general terms but also as specific as-
sistance required to ensure the correct and economical use of the product by the cus- tu
tomer. th
As far as mechanisms for contact with the user are concerned, there is a clear prevalence in
of those of an informal nature. These mechanisms support interaction with the customer vi
aimed at customisation and product improvement and assistance during the design and sc
production stages. When what is to be externalised is more specific and directed at a
more heterogeneous audience than customers, there is a preference, as instruments for A
the transfer of knowledge, for company catalogues and magazines and for instructions
and maintenance manuals. Databases accessed thorough ICT tools are only used by a .
small minority of the companies in the sample.
From the overall results, it appears that the purpose of the process of knowledge exter-
nalisation is, in order of importance, as follows: the differentiation of the value proposal .
for customers, achieving better conditions for the acquisition of a service from a third
party and, finally, the creation of a distinctive company image and reputation.
In the first case, the transfer of knowledge acts as a lever to enhance the strategies of dif-
ferentiation of the offer, which are calculated to defend the position of advantage in a lo- °
cal context which has been shaken by the decision of leading companies to relocate pro-
duction and by the arrival of Asian competitors. The effectiveness of the process of dif- &
ferentiation comes to depend directly on the quality and the quantity of the knowledge '
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sle 1o " released to the customer. Tn the second case, the underlying Togic Ties in the idea that one '] -
- transfers knowledge to a supplier in order to gain something in return which would not | [
¢ the otherwise be casily available at normal market conditions. For example, to ensure re- | H
social spect for the quality and delivery times of outsourced work, it is necessary to train a sup- |
ollow ‘ plier and to check periodically the quality of the service offered. In the same way, to ob- |
ce to | tain guicker updqtes regarding tcchpological ad_vances and more reliable t.echnica'l assis- |
ed in ' tance from suppliers of machinery, it is a good idea to offer advice about improving the |
»ught performance of machinery currently in use and about the development of'new proto- |
. pos- types. In this case, the va'luc of the 'rcleased knou{ledge cannot be rpeasurgd in monetary |
“than terms. It is part of the higher quality of the service received and, in the view of the en-
2 in ' trepreneurs who release the knowledge, it can be assimilated into the cost of obtaining
th re- the service. In the third case, the forms of the transfer of knowledge act as a lever for the |
d the enhancement of the reputation and image of the company. The process assumes the char-
al in- acteristics of institutional communication, which addresses a specific economic and so-
. The cial environment, even if there are other forms of communication which are more specif-
shasis ically directed both in terms of objectives and content. In general terms, the intention is
these to promote the reputation of a company as one which pays attention to local develop-
inan- ment, is sensitive to social well-being and care for the environment, is reliable in its busi-
com- | ness relationships and innovative in the solutions it proposes. J
prob- :
y the
C. The economic, cultural and social context
:h:;:j The last part of the questionnaire returns to the context variables (see chapter
their 1) and focuses in particular on the environment in which the company oper-
ularly ates. The intention here is to give a clear impression of the context within
lents. F which the company operates, identifying the principal changes taking place,
FI(;C: the characteristics of the prevailing culture and the existence of any infrastruc-
. cus- F tures that might support the production and use of economic knowledge. For
this reason the analysis is conducted at various levels. In particular, after hav-
lence ] ing asked the entrepreneur to indicate the strengths and weaknesses of the en-
omer vironment in question (in a broad sense of the word and including economic,
ll :?‘: social, political and associative aspects; see Table 28), the most significant char-
s for acteristics are reconstructed.
tions The analysis has two dimensions. First of all attention focuses on (Table 29):
by a e the economic variables which characterise the competitive environment
(macro analysis: the sectors the company is connected to, the impact of
Xte:j globalisation etc.);
:}?isr d e the social and cultural characteristics of the geographical area where the
company is located (micro analysis: the prevailing social climate, the struc-
= dif- ture of the labour market, the presence of leaders etc.);
alo- e the role of sector associations (morphological analysis).
pro- Subsequently, the environment is observed more directly in terms of knowl-
j;fe edge (Table 30): an attempt is made, in particular, to understand if, in the en-
trepreneur’s opinion subjects and infrastructures exist which favour the acqui-
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sition of new knowledge and, if so, to what extent they help a company to cre- Table
ate sustainable competitive advantage. et
Table 28. Section C.1, Narrative description of the principal economic, soctal, cultural and po-

litical environments the company operates ih Acqu

Unstructured description by the entrepreneur of the most typical characteristics, both neg:

ative and positive, of the economic, social, cultural and political environments the compa-

ny operates in.

Table 29. Section C.2, Map of the company’s specific environment

C.2.1.1. Macro level of analysis

Question

Answer

Which sectors is the company linked to?

Does any public assistance or public infrastructure support
the firms?

What is the impact of globalisation on the firm?

C.2.1.2. Micro level of analysis

Question

Answer

Are there shared common beliefs in the area?

Did action on the part of the Public Administration have a
strong impact on the SME system?

Is there a particular social climate in this area?
How dynamic is the local environment?

What are the characteristics of the labour market and what are
the levels of labour mobility?

Who are the leaders in the area?
How homogeneous is the SME system (family links, class,
entrepreneur origins and education)?

Is there a local cultural identity?

C 2.1.3. Morphological map

Question

Answer

What are the common trends in competition, in technology
and in market evolution?

Does an SME association exist?
Who supports SMEs and the SME system?
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Table 30. Section C.2.2, Map of knowledge infrastructures

Actors

Index of perceived
umportance

(0-5)

r2
re- - oY
Process
po- &
oz Acquiring Knowledge
cg-
pa-

e Research centres

e University centres

e Technology transter institutions
¢ Cluster and SMEs associations
e Professional and technical institutes
¢ Advisory and facilitating agencies

¢ Chamber of Commerce

e Consultants

e Suppliers

o Customers

¢ Technical publishers

¢ Others
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