DISCUSSION

Tom Peters has argued that the company of the future will be "lean, green, and clean,” with "massive
competitive advantage” (1987). Strategist, Michacl Porter, has stated that "the conflict between
environmental protection and economic competitiveness is a false dichotomy...Strict repulations do
not inevitably hinder eompetitive advantage against foreign nival...they often enhance it” (1991).
Cair.ncrnss (1991} in her stark synopsis of environmental conditions, optimistically admits that the
environment "represents an extraordinary opporiunity...for enterprise."

Traditional management theories are constantly being revised 1o adapt to these changing conditions,
One such change will be the recognition of the ecological risk and degradation from business
operations on our natural environment. Researchers and practitioners aike are seeking to understand
and explore new management methods that address issues such as quality and the natural
environment. As Shrivastava (1995) states, "This new concept of strategy deals with the co-
alignment of an organization with its environment...and the flowering of green
organizational/management theories and practices,”" A recent issue of The Academy of Management
Review (October, 1995) is devoted to the topic of ecologically sustainable organizations and
encourages academia lo seek new paradigms that address the importance of the natural environment
in achieving sustainability. The recognition of the strategic importance of the ecological environment
could stimulate the burgeoning topic in today's literature. It is suggested that future replications of
this study should develop an overall measure of quality based on the quality factors utilized, rather
than specifically examining each individual dimension. It is presumed that the cumulative synergy of
those factors could demonstrate more significance in the relationship between quality and
environmental performance.

Current organizational assessment indicates a refationship may exist between certain quality practices
and environmental performance, but that future research should address the issue over an extended
period of time. As noted by Shrivastava & Mitroff (1984) organizations and acadernia should strive
to search for ways in which to integrate research and application to real-world situations. As Peter
Drucker (1989) has noted, we must recognize the paradox between our economy and ecology, and
change the way we think about their interaction. To treat environmental impact as "externalities” can
no longer be tolerated. This study could serve as a means for establishing the relationship between
two seemingly diverse fields, and suggesting its importance to future organizational research.

References available upon request
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THE INTERNATIONALISATION PROCESS
OF SMALL MANUFACTURING FIRMS
Evidences from an empirical investigation

Alberto De Toni, DIEGM, University of Udine, Italy
Guido Nassimbeni, DIEGM, University of Udine, ltaly

ABSTRACT

On the basis of an empirical invesiigation carried out on a sample of 165 small
Italian manufacturing firms, this study analyses the characteristics which
distinguish exporting from non-exporting units. The study compares the two sub-
samples with regard to the siructural, productive and market characieristics of
firms, as well as managerial, technological and organisational levers utilised. In
addition, the study identifies, by means of the logistic regression analysis, the best
discriminating factors berween exporters and non-exporiers. On the basis of these
facn;ir.r the study constructs a predictive model of the exporting propensity of the
small units.

INTRODUCTION
The topic of internationalisation has never been so relevant: for years articles have been

appearing in the literature, from time to time concentrating on the procedures, the necessary
competencies, the ways adopted by the firms to sell or manufacture their products abroad.

‘However, much of what has been said in this regard concems large-sized firms: the SMEs,

according to the classical theory of internationalisation, are mostly credited with insufficient

‘managerial ability and financial means for expanding abroad.

In reality, the process of internationalisation is an important phenomenon, especiatly in Ialy,
where a consistent number of small and medium sized firms has successfully embarked upon

‘the more simple way to intemnationalisation. As is well known, there are numerous ways of

breaking into a foreign market and these generally lie anywhere between two extremes:

. exportations. These can be "indirect" (when access to the international markets comes
indirectly through, for example, the sale of products to trading companies), or "direct”
{when the firm sells its products directly through its own network of agents or
distributors);

. direct investments abroad (when the firm sets up its own manufacturing and/or business
sites, thus investing in production or assembly plants, or still in sales branches).

So, whether by means of indirect or direct exponations, the number of small Italian firms that

are present on the foreign market has been steadily growing over the past few years

(Bonaccorsi, 1992). Several studies have disclosed a growing international involvement of

SMBEs in other contexts as well (see Miesenbock, 1988; Calof, 1994). Quite a few models have

been proposed on the strength of empirical findings, describing export behaviour as the

function of a mix of any one of the following variables:

= structural factors of the firm: size; age; product characteristics; managerial, organisational
and technological profile; R&D intensity; etc. (see Abbas e Swiercz, 1991; Kirpalani ¢
MacIntosh, 1980; Czinkota e Johnston, 1983; Holzmuller e Kasper, 1991; Calof, 1993);

+  managerial factors, which are essentially those referring to entrepreneurial and
management characteristics: export expectations (profitability, risk and costs); decision
maker’s level of education and amount of experience; attitudes towards risk taking, etc.
(see Miesenbock, 1988; Cavusgit e Nevin, 1993; Aaby e Slater, 1989; Whesthead,
1995);

. motivation and obstacles in the process of internationalisation: unsolicited orders on
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behalf of the foreign clients; competitive pressure; negative domestic trends; availability of
information; etc. (Moini, 1995; Cavusgi A 1994; ; Chet tyo.
N ST ‘f). gil et al., 1994; Madsen, 1989; Chetty et al. 1996;
e literalure, in our opinion, presents a few drawbacks. First of all, when interpreti
empirical dgta.‘ large firms are stiil a point of reference in many studies, cve;p ;'?htgg
internationalisation process of the small units can be deeply different from the large-sized ones.
The smaller firms appear to have been overlooked whereas in many cases they show
remarkable vitality in international markets. Furthermore, the methodological approaches
adopted are quite different. Surveys often diver with regards 1o the operationalisation of the
measures, the items construction, the data analysis, the measure of the export performance
(export propensity, export intensity [international sales/total sales), export growth [A % of
export], profit from export activity)]. Few works have actually compared sub-samples of
€Xporiers vs non-exporters. Last but not least, despite the number of factors investigated, many
areas still need to be studied. The areas which in our opinion has receive the least attention are
%:se r;gar@xn%h orgar;tsatian and management.
us, desplte the volume of research on this topic, there is still insufficient knowl
the internationalisation process of small fiems (Cpa.lof, 1993; Westhead, 1995). e abizs

OBJECTIVES

This study, part of a vaster research project on innovation inside small businesses (De Toni

al., 1997, Meneghetti et al., 1998), investigates the process of internationalisation (lgedcmm:r:

by means of exportation by small manufacturing firms. On the basis of an empirical

mvesugaatlmn ca'Lne:ll ifqfut ona sgl:lple of 165 small Italian manufacturing firms, this study:

. analyses the differences between exporting and non-exporti its. pares
the Ltwo sub-sz;mplcs with regard to: porting POTIG ks, The sl

* structural characteristics: age of the firm; number of employees (2
separate according to their qualifications); umover: Ployess Berneae

* market and productive characteristics. The following were considered: the kind
of production {one of a kind, batch production, repetitive production); response mode
to market ( MTS, ATO, MTO, ETO firms); the kind (industrial or commercia} firms)
and size of clients (large, medium-sized, small); characteristics of the market place
(predictability, seasonal factors, level of competition);

* levers employed, which can be broken down into technological levers {importance
and state-of-the-art of production, quality control, handling, design, software
packages and communication technologies), organisational levers (referring to human
fesources management [incentives, training, turnover] as well as to inter-
organisational relationships [rapport with clients and suppliers, consortia affiliations,
outside services utilisation]), managerial levers (Just-in-time, Total Quality Control
and Cuncum:-nl Engineering methodologies);

* capacity to innovate both with regards to product (capacity to innovate materials,
product design and functions) and process {capacity to upgrade machinery, and come
up with original techno-groduclive solutions at the processing level);

* performance. Judged in terms of firm's position with respect to the competitors
covenng: costs (and therefore prices), product development, production and delivery
lead time, deliveries reliability, flexibility (volume and mix), process and produet

.. quality, product customisation and range, technical assistance,

. identifies, by means of the logistic regression analysis, the best discriminating' factors

between exporters and non-exporters. On the basis of these factors the study constructs a

predictive model of the exporting propensity of the siall units.

METHODOLOGY

The survey was conducted on a random sample of 165 small manufacturing firms, The
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guestionnaire was developed by the research group partially using or re-elaborating
measurements proposed in the literature. The questions are mainly objective; some perceptive
measurements of the Likert type were used to evaluate managemnent practices, performance and
saime environmental aspects. A pilot test of the questionnaire was conducted on 15 firms. The
survey was carried out by specialised interviewers and the questions were addressed to the
owner of the firm or a partner. The perceptual multi-item measures were checked for reliability
and vatidity using the data collected.

‘Hence, a binary variable was constructed and assigned to each firm on the basis of the group

membership (exporters or non-exporters). The firm was classified as exporter if its export-to-
sales ratio is greater than 0%, otherwise it was considered non-exporier. Both samples
{cxporters and non-exporters) constitute respectively 77 (47% of the sample) and 88 firms
{53%). Bivariate (one-way ANOVA) and multi-variate statistical techniques (logit regression
analysis) were used to analyse the differences between exporting and non-exporting firms and
to develop a predictive model of the exporting propensity of small units. The main average
structural characteristics of the sample are the following: number of employees: 15.9; turnover
{(in millions of U.S. dollars): 1.27; % Exportations on Sales: 13.16.

RESULTS

The resuits of the analysis of variance and the chi-squared test (that is to say the analysis of the
differences between the iwo sub-samples) are reported in table 1. We will limit ourselves to
commenting only those aspects we deem most significant given the limited amount of space.
With regards to the structural characteristics investigated, the first thing that emerges is the size
of-the firm. Exporters claim a volume of sales slightly above those of non-exporters. Although
small firms are not precluded from entering foreign markets (exporters make up almost half of
our random sample), their size, nonetheless, has proved to be a factor that significantly
nfluences their propensity to export. The second discriminating variable, which is always
connected to a firm's structural characteristics, is not 5o much concerned with the overall
number of employees, than the numbers concering technicians, workers and long-term,
stable engagements (not counting training personnel and apprentices). These figures seem to
suggest a different approach to management and human resources organisation on the part of
exporting firms. They seem more oriented towards a stable work-force configuration that
guarantees fewer turnover problems. Moreover, in order to meet international demands, these
companies have what it takes in terms of administrative and operational technostructure.

The age of the firm was also found to be a discriminating factor between exporters and non-
exporters. At a first glance age appears to be correlated with structural solidity and acquired
experience in the sector. These factors are clearly fundamental if the firm plans to expand
abroad. The aggregate figures on the technological avant-garde point out significant
differences between exporters and non-exporters. However, taking every single area of
technology we looked into, we realise that the only ones to have shown a statistically significant
difference between the two sub-groups were design technologies.

A series of questions relating to human resources management has confimned what in fact is
a basic trait of small firms, that is their general lack of interest on issues regarding work force
organisation. Notwithstanding this, exporters did show a preference for specialised work
forces and group incentives. This is probably due to an higher use of team and shifts working.
Furthermore, the firm’s propensity towards running training programmes can be traced to
the company's increased work-force stability. A clearly discriminant factor between the sub-
samples turned out to be whether or not member of a consortium: the different forms of
cooperation investigated (consortia for purchasing, technological development, promotion
and sales) are clearly prevalent with exporters The firm's resorting to outside services is
seen as a consequential result of their widening their scopes to foreign markets. This factor too
has thus proved to be a statistically discriminant one. The most referred services are:
consultancies on quality control, design and access to technological data banks.
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Table 1. Results of the comparison between the two sub-samples

The dependent variable of the tested model is the group membership of each firm (a vaiue of 0
for non-exporters and 1 for exporters); the dependent factors (predictors) are: turnover, sales
percentages to firms and commercial agents, consortia affiliation, product innovation capability,
external services utilisation, age of the firm, amount of investment in the next five years, and
technological avant-garde. Verification was carried through the logistic regression analysis
(stepwise approach). The results are reported in table 2.

Tabtle 2. Results of the logistic regression analysis (stepwise approach)

STRUCTURE EXP N-E Sg
_ MAN
* Tumover (millions of U.5.5) 175 103 Qo0 - T a:i\o(:lli?:)rENT !3;’:!2, ;‘95 Ts:m
. N.I:fei_mll)lolj‘f:cs 16.73 15.24 0.09 . CE adoption 293 272 op1
N.of clerks 1.51 0.8 000 _+TQM adopiion 2.87 278 046
N. ot[lcch:mans 1.27 951 001 ORGANISATION ;
. of workers 9.35 B40 1.1 « Work-fi {alisati
. ANI u‘!"'_'smble' engagements 14.96 12.51 0,00 » Group mﬂmc:mhsauon ;;g gf: gf;
PR(;[‘))UIC"';‘llﬂgNanAND MAR gy Sl ey ae 2:“ Oju
« Production pracess KET . goop. supplier retationship  4.26 4.01 0.19
: * Coop. customer relationshi 419 4.01 .31
: g::::l’sa kind 3;’-'9 3132 075 * Affiliation to consortia F 6% 3% 000
o .08 32.89 0.13 * External services utilisat, 2% 41% .00
Kj% fcpetitive 27.73 35.80 021 INNOVATION
:Igi g.ft g-ro:lm: (% of sales): * Product innovation (mean) 2,87 2.09 Q.00
by stoc| 16,86 2.76 0.00 new malerjals 251 249 O0.RS
Mss:mblc-;g—urder B.68 386 .10 new prod. functions 2.81 2l20 M_L
nke-to-order 22.53 15.20 0.16 e Ui 03 L
e t0-ord - 303 L7
Esrl:ilcn::: r;zlgrdcr ;i:ﬁ 21.42 049 . processinnovation (mean)  3.29 3.1 3733
ey [omg(% I 4 36,75 0.00 Machineties adaptations 3.57 353 oy
G pology les): Proprictary equipment 148 140 0,62
arge industrial firms 1838 10.59 0.07  «Level of investments (mean): )
% medium and small firms 41,64 62.59 0.00 in the past 5 years 260 249
% commercial agents or firms 25.91 7.99 .00 in the next 5 years 2.50 2.27 o
M%k-‘.:nles lo privale customers 238 2.51 0.92 PERFORMANCE - : !
arredl' ch?:?[:lcnsucs: . * Avcrage positioning .56 3.57 0,88
predictability (1=low. S=high) 2.45 2.32 0.54 price 317 329 031
s;'asornal factors 210 212 092 production costs 110 323 612
TEC,HoNcoolr‘ng:;;?rs 3.84 3.64 0,37 product develop, lead time  3.45  3.43 ﬂ:BT
] ) roduction Jead tim: 3 ;
technological avant-garde (mean) 2.73 248 0.04 gcli\rcry lead time ¢ 3.33 g :; g‘g?
production technologies 361 349 046 deliveries reliability 397 402 0.76
quality cotrol technologies  2.94 2.63 0.16 Nexibility 388 391 087
handling technologies 248 230 032 process quality 395 390 0.70
storge technologics 2.16 192 0.19 product quality 377 199 008
: f:gn technologies 2.74 214 00| product customisation 3159 317 Qo2
oftware packages 2.97 278 0.39 product range 3.79 371 o063
communicanion fechnologies  2.23  2.08 0.46 technical assistance 372 3.56 0.33

Capacity to upgrade and innovate the is hi iscriminati
1 he product is highly discriminating as well. abo i
:!;esuwcs::y e:sr ﬁ;;;'grdgg:i;es:gr; g:id ftuncluon?. ‘l;:.lc izgn's ability to break intc;o, a foreig;'l ma:l:c‘:ua:ig
s ; nst a local offer (that inevitably enjoys on site ad
a_:l?sely linked to a wider product range and the availability ofy a nE’)vZI produtt:at.aln"::cr!'(tiliilgi(e)":nlI m
international projection calls for a need 1o face up to 2 more heterogeneous demand and fiercer
::['?éngfol:lt::::?. \tgizby suan]lutliatlnﬁ‘= the ﬁr:ln to better its capacity to updatefinnovate and customise
: revealed lo be non discriminaling was process innovation, which i
the product. ] : on, which is seen
soluligncsl. y to adapt purchased instruments and machinery or develop original processing
A model that could predict the export i i
[ 1 propensity of small firms on the bas
facldqrs was then compiled. The following is a list of the criteria adopted for l]':: g]gc?ilc‘)?:z‘;rﬁ?:
grr:c:‘:il::gg J‘ﬁ::or_s: a} an gdequal:t)-. Ilu':vel of significance (p<0.05) which emerged from the
ys1s ol variance; b) leaving out factors which closely correlated both fi
conceptual (to avoid information redundanc isti o view] (1o¥aveid
eptu: ¢ . rec y) and statistical point of v i
mu{!t_lcollmcant‘y problems in the logistic regression analysis); c) ca%acily to cclofl‘:ps(tl:ofa?:r:rlsd
At 1s to say to join a group of congruent variables from different areas of the model. i
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Beta Wald signif. R

coefl. statistics
PREDICTORS ENTERED IN THE MODEL:
* Constant 4.614 3.53 0.060
* Turnover 0.001 17.34 0.000 ‘2705
* % sales to cornmercial agents or finns 0.024 10.30 0.001 19.06
= Affiliation to consortia 3.868 9.79 0.002 14.03
* Product innovation capability 0.359 4.38 0.036 4.49
PREDICTORS REMOVED FROM THE MODEL:
» External services utilisation 307 0.080 0.07
» Age of firm 1.53 0.216 0.00
* Level of investment in the next 5 years 0.14 0.708 0.00
* Technological avant-garde 0.12 0.732 0.00

% of "exporters” cormrectly classified: 71.4%
% of "non-cxporters” correctly classified:  80%
% of firms correctly classified: 75.9%

As shown in table 2, the regression analysis attributes the highest level of significance among
all the predictive factors considered 1o the size of the firm (measured in terms of turnover). The
percentage of sales to firms and commercial agent is the second most impertant factor,
confirming earlier claims made on the export behaviour of smaller firms. Operating on the
international market place through networks of business relationships is of vital importance.
Consortia affiliation represents the third most discriminating factor. This shows how important
inter-firm relational networks actually are, The product innovation capability is the
last variable incorporated into the model. These four variables alone are capable of forecasting
export propensity in &s many as 71.4% of the firms sampled.

CONCLUSIONS

The resuits of the statistical analysis can be summarised as follows:

+  Internationalisation in its most basic form was present even among the smaller firms
analysed, of which nearly half were exporiers. However, although size does not
necessarily represent a barrier to international activity, a certain degree of structural
solidity (measured in terms of sales and administrative and operational techno-structure)
is found to go hand-in-hand with exporting;

. Product management appeared to be a fundamental lever for small firms operating in
international markets. Product is actually the ambit in which the small firm can better
operate: the other marketing mix elements {promotion and distribution above all) are less
controliable on an international scale, or are entrusted to or shared with other business
agents. Exporiers are stimulated by the variety and variability of foreign demand, which
besides just being superior qualitatively and quantitatively, foster research on product
materials, design and product functions;

+  Technology, and more in general the process innovation, take on a secondary role to
Eroducl innovation. Technology is an important element in meeting foreign challenges,

owever technology alone cannot guarantee total competitiveness and therefore is not
distinctive: smaller firms devote a significant amount of attention to the technological-
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productive dimension independently from their international aims;

Twa types of intet-organisational relationships emerge as distinctive. The first is with the
commercial agents or firms, that is to say the vertical connection with the units at the
lower end of the production chain. These connections permit the small units to gain
access to external commercial capabilities (an area in which they are culturally and
structurally weak). These links, besides simply being the means of distributing and
selling the product, assist the firm in gathering vital information on market demands, on
the competition, limitations and opportunities present, which would otherwise be difficult
to find. Consortia or (herizontal connections) represent yet another typical and
distinctive form of relationship among firms operating in the same or adjacent sectors.

These links permit the sharing of resources and experiences, so simplifying the access to
the foreign markets.
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IONS MANAGEMENT AND STRATEGIC MANAGEMENT:
. TOWARDS AN INTEGRATION

Alberto De Toni and Stefano Tonchia, DIEGM, University of Udine, Italy

TRACT | ) ) -~
AB§_M this paper the authors advance a proposal that attempts to link the main olgi and
new theories of corporote strategic management (from Industrial Organisation to
Competence Theory), and the different variations {Lean Production, WCM,
Strategic Flexibility, eic.) of the production paradigm that seem to have surpassed
Fordism, These "variations” can be seen as different emphases, in the ambit of
operations management, of the main constituent elements of a framework that seeks
10 unify the different strategic theories of the firm.

ODUCTION A "
'i'lmtzl:cédenﬁc debate on the connections between operations management and strategic
management has reached a crucial point. On one side we see an active reconsideration of
strategic management in general, in the ambit of which the traditional Harvard model of

Industrial Organisation (Porter, 1980) is criticised by the upholders of the theories that regard

urces and competencies of a firm as its principal source of compctitive advantage. On
g ?ﬂs\:r, in the spherep::f operations management, though faced with the recognised cnsis of
the Fordist production paradigm, the cmerging paradigm has not yet been clearly defined
{summariscd by the tesms Lean Production, World-Class Manufacturing, etc.). et o9
But what are the links between stralegic management and manufacturing suar;egy. in of lhc:r
wards, how is the corporate strategy in operations management to be interpreted? How Cﬂ[lil lhc
interpretative problems linked to different approaches both to the corporate strategy and the
manufacturing strategy be solved?

CRIT S OF TRADITIONAL STRATEGIC MANAGEMENT =~
The su!u(étltsnrconducl-perfomance scheme, typical of the Industrial Organisation, is discussed
both in regard to the origin of the firm's rent (the industry to which it belongs) and concerning

‘the sustainability of its competitive advantage (determined by five forces - rivalry among

existing competitors, threat of new entrants, threat of substitute products, bargaining power of
ml:r}s}:;leds%gﬁnrs&m industry is not a decisive facter in proﬁtabil_it_y (Run'!cll, 1991), and in
addition boundaries between industries are hazy and unstable. In addition the impact of the five
competitive forces has been altered, by the adoption of a parinership relationship with the
suppliers, and a relationship with the boyers aimed at customer satisfaction. The different
pmpglability of firms is thus to be sought primarily, not among the factors of the context,
though they have a certain amount of influence, but among the "discretional factors”, precisely
those which have the advantage of a certain margin of autonomy and permit the firm to obtain
méf l.ill::s'lndusu'ial Organisation is examined since it in fact provides two alicrnative
strategic options - cost leadership and differentiation; surmounting performance trade-off has,
on the other hand, become a leit-motiv of the new production paradigms and one of the greatest
strengths of the firms. For example, Corbett and Wassenhove (1993) distinguish between
"qualifying” performances (which are the minimal conditions for entry or remaining on the
market) and "ordes-winning"” performances (which permit to outdistance the competitors), and
maintain that at least the "qualifying” level must be reached in all the performance dimensions
and not in only one.

RNATIVE STRATEGIC APPROACH: THE COMPETENCE THEORY
'ﬁ: nl}tlélfﬁv':s‘:roposed to the Industrial Organisation, esseatially belonging to the Resonrce-
Based View (Wemerfelt, 1984) and Competence-Based Competition (Pral:n'alad ‘and Hamel,
1950), together with a few udditional concepts (such as "path dependency”, Yariety and lhaﬁ
consequent discquilibrinm as first cause of economic development, the "organisation
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