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Competitive Advantage and Internationalization
of Italian Small and Medium-Sized Manufacturing Firms

Roberto Cafferata'

Abstract
The paper aims at exploring the factors needed by small and medium sized
manufacturing enterprises to obtain a successful positioning in the interna-
tional market and at identifying what there is at the root of their competitive
advantage.

Using a sample of 519 small and medium sized firms, with 20 to 250 em-
ployees, operating in five Italian regions, the empirical evidence reveals that the
competitive advantage of Italian small enterprises is based upon a combination
of elements such as price, differentiation and high technical standards of the
product. According to this study, to be competitive in respect of price remains
however the imperative of Italian SMEs’ behaviour in international markets.

JEL Classifications:
Lo0, 125, 11, L15, M16

Keywords: Competitive Advantage, Internationalization, Small and Medium
Enterprises (SMEs), Manufacturing Firms.

1 . . .
Full Professor of Management, University of Rome “Tor Vergata”, Faculty of Economics,
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1. Foreword

A rich and heterogeneous literature has already analysed what lies at the basis
of the success of Italian small and medium-sized businesses and has identified
in the flexible specialisation model what appears to be the general framework ena-
bling us to understand the determinants for the survival and growth of this or-
ganizational typology (Becattini, 1979; Brusco, Sabel, 1981; Lazerson, 1988;
Becattini, 1989; Garofoli, 1989; Amin, 1989; Pyke, Becattini, Sengenberger,
1990).

In the Nineties, with respect to the intensive reorganization and restructur-
ing phase that is taking place within domestic and international markets, the
need emerged for reviewing those factors and conditions that are said to have
made it possible for Italian small and medium-sized businesses to gain a com-
petitive advantage. A research unit, supported by the Italian National Research
Council, operating at the Department of Business Studies of the University of
Rome Tor Vergata, concluded in 1995 a research study started in 1992 having
a twofold objective:

a) to summarize the fundamental factors that are said to enable small and
medium-sized firms to survive within international markets;

b)  to highlight the sources of the competitive advantage actually attained
by Italian small businesses.

This paper reports the results obtained by the aforesaid research study, involv-
ing a sample of 519 small and medium-sized firms, employing 20 to 250 work-
ers, operating in different industries of the manufacturing sector. The ad-
dresses were drawn from a database of the Chambers of Commerce. The study
was carried out in five regional areas: Milan, Genoa, Umbria, Romagna and
Abruzzo. The questionnaire submitted to each entrepreneur was completed
with the help of a professional interviewer, during a meeting previously fixed
by telephone some days after the questionnaire was posted.

The study also attached special attention to a subset of 250 small exporting
companies: they were arbitrarily considered to have an international vocation (or
orientation) given the fact that more than 20% of their overall sales were realized
in foreign markets.
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2. Old and new factors of competitive advantage

By adpantage in a period of time we mean the leadership achieved by a firm, in
terms of sales in a given industry, with respect to its competitors, deriving from
the proactive use of unique resources or peculiar skills developed during its life
cycle (Porter, 1985a; Barney, 1991). The successful behaviour of the leader(s)
draws attention and imitation from the followers.

Porter pointed at two distinct fundamental types of forces governing the
firm towards competitive advantage:

- cost leadership, achieved not only by rational management of the pro-
duction function, but also by skilful manoeuvering of all the interfunctional re-
lationships within the enterprise system in order to reduce coordination costs
(this policy enables the firm to use the price weapon with some discretion);

- product differentiation, obtained by suitably mixing marketing elements
other than price, i.e. the ability to modify the tangible and intangible character-
istics of the goods or services provided to the consumer (this policy enhances
the non price competitiveness of the firm).

In the firm’s behavior oriented by cost leadership, competitive advantage is
pursued through economies of scale, exploitation of the experience curve and
rigorous control of overhead costs. Differentiation policies rest upon the en-
trepreneur’s ability to stand out against its direct competitors not only as to the
price factor, but also as regards the upgrading of products, the technical assis-
tance given to customers and the selection of efficient distribution channels,
that is the non price factors of competition.

The two different types of competitive advantage factors mentioned above
can be said to depend on two quite different strategic options. Whenever a
firm tries to combine these two factors for the conquest of particular custom-
ers or particular markets, a third type of strategy emerges, namely the focus strat-
egy: the firm tries to make a “segmentation” of the market and this implies that
the market be subdivided into demand segments in whose direction the com-
petitive activities of the firm will be activated. This strategy can sometimes fo-
cus on price and at others on product differentiation, according to the particu-
lar demand to be met or according to the competitive conditions prevailing at
the time.

As far as the firms’ strategy is concerned, there is a widespread agreement
among researchers that large and small enterprises seek competitive advantage
in a different way. The strategies adopted by /arge enterprises seem to be mostly
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oriented either to cost leadership or to product differentiation, while the be-
haviour of small businesses appears to be mostly based upon choices that could
be ascribed to a focus strategy, involving the pragmatic enactment of contin-
gent competitive factors (Bamberger, 1982; Kaynak, Kothari, 1984, O’Rourke,
1985; Craig, Beamish, 1989; Bonaccorsi, 1992; Calof, Beamish, 1995). Moreo-
ver, small and medium sized enterprises seeem to be particularly vulnerable to
environmental shifts in international markets because their information sys-
tems are generally unable to detect eatly changes of the competitive forces, and
their responses tend to be slow and inefficiently delivered (Ait El Hadj,
Bidault, 1980; Covin, Slevin, 1989; Morgan, Katsikeas, 1998).

A series of recent contributions have also casted a new light on SMEs in-
ternationalization strategic choices with particular reference to the relationship
between strategy and structure (Steinmann, Kumar, Wasner, 1980; Varaldo,
1987; Welch, Luostarinen, 1988; Rosson, Reid, 1989; Dichtl, Koeglmayr, Muel-
ler, 1990; Andersen 1993). The results from empirical research have however
proven quite contradictory. Some authors support the stage model of interna-
tionalization of the firm; this model was first introduced by the so called Scan-
dinavian school, according to which small enterprises seeking internationaliza-
tion exhibit an evolutionary pattern of behaviour; in other words they go
abroad through a series of incremental initiatives. According to this view, firms
can evolve from a preliminary exporting stage to a clear multinationalization
stage (Johanson, Vahlne, 1977; Welch, Olson, Wiedersheim-Paul, 1978; Kwon,
Hu, 1995).

The results of other research studies stress the importance of small firms’
structural flexibility, low organizational costs and managers’ ambitions in push-
ing internationalization. These characteristics are largely independent of the en-
terprise history and the stage of the life cycle (Cavusgil 1984; Kaynak, Kothari,
1984; Schlegelmilch, 1986; Evans, 1991; Calof, Beamish, 1994; Sanchez, 1995).
Foreign market opportunities emerge and disappear quickly. Erratic and turbu-
lent environments suggest the making and implementation of decisions which
are very diferrent the one from the other (either importing and exporting, or co-
operating, or establishing organisational units abroad). In any case, this does not
imply a deterministic incremental approach to the internationalization of the
firm (Varaldo, 1987; Ghauri, 1987; Sullivan, Bauerschmidt, 1990; Millington,
Bayliss, 1990).

According to a growing number of research studies, the possibility of
achieving a lasting competitive advantage in international markets seems to be
related to product innovation and to the entrepreneur’s ability to introduce
even matginal innovations in the production/manufacturing process. In pat-
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ticular, the use of information technology is reported as a means for improving
firm's performance through cost reduction, better quality and time-to-market
new products. There is a growing evidence of the complementarity of cost
leadership strategies and differentiation strategies. This kind of complementar-
ity is emphasized by the introduction of information technologies in the manu-
facturing and selling of products, which contributes to differentiate outputs,
while lowering the cost of inputs (Freeman 1974; Porter, 1985b; Bessant, Lui,
1986; Acs, Audretsch, 1988; Drucker, 1990; Rainnie, 1991). Therefore, the full
exploitation of the potentiality of information technologies is highly recom-
mended not only in the factory, but also in the offices of small firms for the
enhancement of their strategic and structural flexibility (Holmes, Kelly, Cun-
ningham, 1991; Geisler, 1992; Raymond, 1992; Cafferata, Mensi, 1995; Qua-
glia, 1990).

In more recent times a new competitive factor, customer service, is re-
ported to play a major role in the achievement of competitive advantage
(Levitt, 1972; Chase, 1982; Groenroos, 1988; Ferrero, 1992). Service makes it
possible to better qualify the supply of products; innovative manufacturers
consider it as an intrinsic part of the product offered to the end market. The
reason why manufacturers try to combine products and services has something
to do with customers’ behaviour. Customers not only expect lower prices, but
also a wide and varied range of products, shorter delivery times, good technical
assistance, improved payment terms, efficient distribution channels. Thanks to
strategies based on customer service, firms can better differentiate their prod-
ucts and look for a competitive advantage more lasting than that just guaran-
teed by low prices. A sustainable advantage seems to be particulatly tied to the
quantity and quality of services that cannot be imitated by competitors (Quinn,
1988; Barney, 1991).

As a lever of competitiveness, has the role of price been forgotten or left in
the backstage by Italian entrepreneurs?

3. Price and non-price competition

Since the early seventies the export rate of the Italian manufacturing firms has
been constantly on the increase: in a context of European integration and
globalization, the competitive behaviour of Italian small and medium-sized
businesses seems to be much more dynamic than that of large firms (Mele,
1986; Varaldo, Rosson, 1992; Becattini, 1989; Schwalbach, 1994; Genco, 1995;
Varaldo, Bellini, Bonaccorsi, Riccaboni, 1998).
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The strategic and organizational models adopted by the Italian SMEs in order
to start their internationalization process have been reported by a wide-ranging
literature (Pecci, Marria, 1979; Scott, 1983; Pepe, 1984; Varaldo, Rosson, 1992;
Grandinetti, Micelli, Rullani, 1993). According to these research studies, the
main points of strength of the Italian small enterprises can be listed as follows:

i) owner entrepreneut’s personal skills;
ii) constant renewal of manufacturing processes;
iii) efficiency either in promoting product innovation or in imitating tech-

nological leaders: this is the reason why Italian entrepreneurs were able to im-
plement both cost-based and quality-based strategies;

iv) ability in relating organizational models (such as franchising, networks
and outsourcing) to specific production and distribution needs.

On the other hand, the limits of the Italian SMEs' competitiveness are essentially
due to their weakness in choosing rationally an internationalization strategy
(Pepe, 1988; Grandinetti, Micelli, Rullani, 1993). Moreover, Italian entrepreneurs
traditionally tend to consider sales abroad as an activity that is ancillary to do-
mestic market penetration. Whenever small firms decide to adopt an interna-
tionalization strategy, it turns out to be an import and export strategy. What en-
sued was the failure in the effective and efficient integration of marketing, distri-
bution and logistic resources with production capabilities (See also Pratten, 1990,
as far as the British SMEs are concerned).

These limits are apparent in a phase of growing pervasiveness of the micro-
electronic innovation matrix not only in the production function, but also in
other functional areas (Barron, Curnow, 1979; Di Bernardo, Rullani, 1990).
The empirical investigations and the research studies by Frey (1995) and Car-
lesi (1995) - which are also part of this CNR project - discuss the gap between
the high capacity of small businesses to avail themselves of advanced tech-
nologies for production purposes and the inadequacy of their information sys-
tems to link the manufacturing activity both to other internal functions, and to
domestic or international market outlets. In particular, there is an insufficient
use of modern computerized systems for goods handling and stocking, whilst
efficiency in these areas is of paramount importance in order to reduce overall
costs, improve the quality and increase the differentiation of products (Porter,
1985a).
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4. Sample characteristics and data processing

We have already said that the sample we utilized in our research study involved
519 firms. Of these firms, 250 have been engaged in some sales activities abroad.
Having considered the most unfavourable condition (p=0.50), in order to gener-
alize with sufficient accuracy our results at the fiduciary level of 95%, we under-
line that the probed fraction of 519 firms leads to a sample error of plus or mi-
nus 4% in the case of a simple randomized sampling.

In order to verify the generally accepted assumptions on the reasons of suc-
cess and competitive advantage of Italian SMEs, the focus of our analysis was
put on those enterprises which have declared of operating on international
markets in a significant way, that is they normally place at least 20% of their
sales abroad. In this way we were able to enucleate 215 enterprises (i.e. 41% of
the entire sample), which we define as enterprises with an international market orien-
tation (IMO:s).

Our data analysis was split in two different parts. The first part highlights
the factors by which the 215 selected small businesses compete on interna-
tional markets. A comparative analysis of these enterprises and those with a
domestic market orientation (DMOs) was also carried out. In the second part of our
analysis we tried to verify whether the 215 enterprises were looking either for
price-based competitive advantages, or for differentiation and/or segmenta-
tion-based advantages.

Data processing has led us to the drawing up of a series of tables that were
instrumental to the cross-sectonal study of small businesses, thus making it
possible to detect some significant behavioural characteristics of the entire
sample and in particular of the SMEs with an international vocation.

The processing of data was done by means of univariate and bevariate
analysis. The bevariate analysis utilized the Pearson index (chi-square) to meas-
ure the relationship between two variables, considering only those indexes with
a statistical level of significance equal to or lower than 0,05.

The 250 SMEs with an international vocation are concentrated in the class
employing up to 49 workers; of considerable importance are, however, those
enterprises falling in the middle class employing 50 to 99 workers. Enterprises
with a domestic vocation are mostly present in the class employing up to 49
workers (Table 1).

A significant correlation between organizational size and internationaliza-
tion of the firm's activities is statistically confirmed. When referring to the
amount of sales, the previously stated concentration of the firms is once again
confirmed. While the entire sample is concentrated in the class below 10 bil-
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lion, the IMO are significantly present in the brackets from 10 billion upwards
(Table 2). Almost 40% of the IMOs place more than 50% of their sales abroad
(Table 3), which confirms the good attitude of Italian enterprises towards the
international markets. The majority of IMOs envisaged a marked upswing of
their sales abroad during the *90s.

It is important to notice that the small businesses of our sample do not op-
erate within territorial settings that are currently defined as “industrial dis-
tricts”, which are characterized by a clear common interest and high level of
mutual interdependence. Moreover, Table 4 shows that about 68,7% of the en-
tire sample and 66% of the enterprises with an international vocation have no
proprietary link or business connection with other enterprises. When interfirm
cooperation emerges (Table 5), it is particular strong as far as distribution, fi-
nance and production are concerned. In summary, the composition of our
sample is appropriate to verify the existence of competitive advantage factors
different from those deriving from cooperation and solidarity which tradition-
ally support the internationalization of SMEs operating in “industrial districts”.

5. Sources of competitive advantage

Competitive advantage is reached through the generation of unique skills in the
management of specific systemic resources or in the integration of different re-
sources within and among different functional areas of the firm (production,
sales, marketing, R&D, finance, etc.).

Table 6 shows that the Italian small manufacturing firms try to obtain a
competitive advantage thanks to investments in the production function: 83%
of the whole sample attaches the greatest importance to the manufacturing
process; Table 6 also shows that there is no difference between IMOs and
DMOs. This result suggests that:

- without efficient production processes and failing a good product,
most Italian small entrepreneurs think there is no lasting success;

- the simple upgrading of marketing and selling activities is considered
insufficient to guarantee competitive success.

Marketing activities rank second in terms of importance, and this applies
mostly to IMOs. Price is the most significantly manoeuvred element of the
marketing mix. A little less important appears to be the choice of distribution
channels. Product promotion and advertising-related aspects do not play an
equally important role, though it is impossible to foster any sales without them.
The procurement function plays a role which is not less important than the
one of marketing,.
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Other functions follow in ranking order: research and design of new products,
general administration, finance, personnel management. It must be stressed
that R&D and design functions acquire a major importance within those en-
terprises that are systematically involved in any international activity.

As to the technologies used for production, Table 7 shows that about
54,9% of the enterprises characterized by a significant export activity make use
of “flexible automation systems”: CAD systems and numeric control machines
are the forms of automation mainly used. Export-oriented enterprises show a
utilization index of advanced technologies markedly higher than that displayed
by small industrial enterprises with a domestic vocation.

Let us now see what kind of planning and control systems are used in Ital-
ian SMEs. About 30% of IMOs adopt an integrated system for planning and
control purposes. There is evidence that DMOs are not so interested in for-
mal planning systems as the international market oriented enterprises (Table
8). Production management represents the area which is mostly affected by
formal planning and control systems. The widespread use of formal proce-
dures in both production and communication or data processing is particu-
larly developed in those enterprises which have the strongest international
vocation (Cafferata, Mensi, 1995).

6. Success factors of the Italian enterprises

Italian small manufacturing firms operating in foreign markets mostly compete
with larger and sometimes multinational businesses. The international envi-
ronment submits them to an extremely dynamic competition, which stimulates
them to develop the distinctive competences that are needed for surviving and
coping with the environmental stress (Varaldo, Rosson, 1992). When looking
at the entire sample, it appears that price is the most important factor used for
competition purposes. This applies both to IMOs (66%) and DMOs (76%).
Other statistically significant success factors are product’s quality and differen-
tiation: both factors are connected to the strength of functions such as market-
ing and distribution (Table 9).

When SMEs have to compete in the national market, the most important
non-price success factors seem to be the relations with important customers
and commercial intermediaries, customer service and the use of advanced
equipments for production. This applies to both IMOs and DMOs (Table 10).
When, on the contrary, business operations are carried out in zuternational mar-
kets, the success factors radically differ from above: product features such as
high technical standards, product innovation and organizational efficiency - to-
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gether with strong ties with important customers - are more relevant success
factors than relations with commercial intermediaries, customer service and the
use of advanced equipments (Table 11).

A further step of our analysis was aimed at verifying the possible conver-
gence of the price factor with other non-price factors whenever Italian SMEs
seek a competitive advantage on international markets. The univariate analysis
allowed us to find how competition factors differ according to the different
market strategies adopted by IMOs and DMOs. The use of the Pearson index,
the Likehood ratio and the Mantel-Haenszel test made it also possible to verify
the significance of the collected data.

There is evidence of a strong positive correlation between the price factor
and the non-price determinants of competitive success (Table 12). The com-
petitive advantage obtained by Italian firms operating in international markets
is based on a combination of elements such as price, product innovation and cus-
tomer service. The ability to combine the different competitive advantage fac-
tors is an important indicator of entrepreneurial dynamism.

As to the sources of this kind of competitive advantage , the Pearson index
shows that R&D and design together with marketing play the most important
role, while information technologies are mostly used for finance management
and organization control. Pearson index also underlines the importance of
formal planning systems in the management of production, sales and procure-
ment.

Consulting is requested by SMEs with an international vocation, as regards
particularly marketing, finance and product design.

7. Conclusion

In conclusion: being competitive in respect of price is the imperative of Italian
SME. The use of the more innovative variables (R&D, design and information
technologies) seems to be geared to price competitiveness.

One should then wonder whether this kind of politicies is the “utmost
good” for small businesses. We are somewhat uncertain as to giving a positive
answer to this question. More precisely, we are doubtful about the exclusive-
ness of such good. Italian small enterprises seem to disappoint the expecta-
tions of those people who think that less conservative behaviours should be
adopted in international competition.
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Tables

Table 1: Classification of SMEs according to the classes of employees

(percentage division)

Classes of Employees

International
Market Oriented

Domestic Market
Oriented Firms

Entire Sample

Firms (IMO) (1) (DMO) (2)
- up to 49 54,4 74,6 66,2
- from 50 to 99 30,7 16,5 22,4
- 100 and over 14,9 8,9 11,4
Reference basis 215 304 519

Table 2: Classification of SMEs according to sales (percentage division)

Classes of Sales

International
Market Oriented

Domestic Market
Oriented Firms

Entire Sample

(million of lire) Firms (IMO)(1) (DMO) (2)
- up to 5,000 32,5 51,6 437
- from 5,001 to 10,000 27,0 26,0 26,4
- from 10,001 to 20,000 22,8 11,2 16,0
- more than 20,000 17,7 11,2 13,9
Reference basis 215 304 519

(1) The international market oriented firms (IMOs) are those with an export share of more than 20% of

their sales.

(2) The domestic market oriented firms (DMOs) are those with an export share of less than 20% of their

sales.
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Table 3: Sales and Markets (percentage figures)

Percentage of Sales

International
Market Oriented

Domestic Market
Oriented Firms

Entire Sample

Firms (IMO) (DMO)

Regional market

- up to 25% 94,9 59,2 74,0
- from 26% to 50% 42 10,2 7,7
- from 51% to 100% 0,9 30,6 18,3
National market

- up to 25% 23,3 243 23,9
- from 26% to 50% 34,4 9,2 19,7
- from 51% to 100% 42,3 66,4 56,5
Foreign market

- up to 25% 23,3 100,0 68,2
- from 26% to 50% 37,2 0 15,4
- from 51% to 100% 39,5 0 16,4
Reference basis 215 304 519
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Table 4: Ownership Control of the Firm (percentage figures)

International

Domestic Market

Typology of Control Market Oriented | Oriented Firms Entire Sample
Firms (IMO) (DMO)
- SME controls other Italian firms 16,7 10,9 13,3
- SME controls foreign firms 6,5 1,7 3,7
- SME is controlled by Italian firms 12,1 17,2 15,1
- SME is controlled by foreign firms 4,7 2,6 3,5
- No ties 66,0 70,6 68,7
No data 0,9 1,3 1,2
Reference basis 215 304 519

Table 5: Typology of Interfirm Cooperation (percentage figures)

Typology of Interfirm Internatif)nal Do@estic Market .
Cooperation Maert Oriented | Oriented Firms Entire Sample
Firms (IMO) (DMO)
- Finance 18,6 17,4 17,9
- Distribution 21,9 14,5 17,5
- Procurement 9,3 9,9 9,6
- Production 14,0 12,2 12,9
- R&D and design 9,3 6,6 7,7
- No cooperation 0,9 2,6 1,9
No data 68,8 73,0 71,3
Reference basis 215 304 519
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Table 6: Relative Importance of SMEs’ Functional Areas (percentage

figures)
International | Domestic Market
Functions Market Oriented | Oriented Firms Entire Sample
Firms (IMO) (DMO)
Production
- Minimum 16,3 15,5 15,8
- Maximum 83,3 82,9 83,0
No data 0,5 1,6 1,2
Marketing
- Minimum 242 36,2 31,2
- Maximum 74,4 61,2 60,7
No data 1,4 2,6 2,1
Procurement
- Minimum 34,9 37,5 36,4
- Maximum 63,7 60,9 62,0
No data 1,4 1,6 1,5
R&D and design
- Minimum 35,3 56,3 47,6
- Maximum 63,3 40,1 49,7
No data 1,4 3,6 2,7
Finance
- Minimum 40,5 41,8 41,2
- Maximum 56,7 54,6 55,5
No data 2,8 3,6 3,3
Information systems
- Minimum 57,2 60,9 59,3
- Maximum 38,6 35,9 37,0
No data 4,2 3,3 3,7
Reference basis 215 304 519
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Table 7: Utilization of Advanced Technology for Production (percentage

figures)

International | Domestic Market
Production Technology Market Oriented | Oriented Firms Entire Sample

Firms (IMO) (DMO)

- Numerical Control Machines 34,0 29,3 31,2

- Robots 18,1 9,9 13,3

- CAD Systems 38,1 22,0 28,7

No data 451 58,6 53,0

Reference basis 215 304 519

Table 8: Formal Planning & Control Systems According to Enterprise
Functional Areas (percentage figures)

International Domestic
Functions Market Oriented | Market Oriented Entire Sample
Firms (IMO) Firms (DMO)
- Integrated Systems 29,8 21,1 24,7
- Finance 27,4 19,7 22,9
- Production 48,8 35,9 41,2
- Sales 40,9 22,4 30,1
- Procurement 39,1 22,4 29,3
- Others 51 33 4,0
No data 34.4 48 4 42,6
Reference basis 215 304 519
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Table 9: Factors of Competition (percentage figures)

International Domestic
Factors Market Oriented | Market Oriented | Entire Sample
Firms (IMO) Firms (DMO)
Price
- Less important 30,2 20,1 243
- More important 66,0 76,3 72,1
No data 3,7 3,6 3,7
Innovation
- Less important 73,0 83,2 79,0
- More important 22,3 12,5 16,6
No data 4,7 43 4.4
Quality
- Less important 62,3 72,1 68,0
- More important 34,4 243 28,5
No data 3,3 3,6 3,5
Differentiation policies (directed to
customers)
- Less important 59,5 71,4 66,5
- More important 34,5 20,4 26,2
No data 6,0 8,2 7,3
Differentiation policies (directed to
distributors)
- Less important 69,8 76,0 73,4
- More important 232 15,8 18,9
No data 7,0 8,2 7,7
Reference basis 215 304 519
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Table 10: Non-price Factors of Competition of SMEs Operating in Interna-
tional Markets (IMOs Vs. DMOs)

International Domestic Market
Factors Market Oriented | Oriented Firms Entire Sample
Firms (IMO) (DMO)
Relations with commercial 237 16,1 19,3
intermediaries
Relations with important customers 34,4 434 39,7
Product features 15,8 14,5 15,0
Customer service 51,6 451 47,8
Product innovation 19,5 9,5 13,7
Technological flexibility 21,4 49 11,8
Organizational efficiency 16,7 10,5 13,1
Advanced equipments 27,0 34,2 31,2
No data 0 0,3 0,2
Reference basis 215 304 519

Table 11: Non-price Factors of Competition of SMEs operating in the
International Market, IMOs vs. DMOs (percentage figures)

International Domestic Market
Factors Market Oriented | Oriented Firms Entire Sample
Firms (IMO) (DMO)
Relations with commercial 16,7 2477 21,4
intermediaries
Relations with important customers 27,4 12,2 18,5
Product features 36,3 18,1 25,6
Customer service 12,6 5,3 8,3
Product innovation 42,8 14,1 26,0
Technologcal flexibility 8,8 11,8 10,6
Organizational efficiency 27,9 15,1 20,4
Advanced equipments 8,0 5,3 6,7
No data 0 0,3 0,2
Reference basis 215 304 519
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Table 12: Index of Statistical Significance (chi square) of the Competitive Be-
haviour of IMOs in Comparison with DMOs

Pearson’s si Pearson’s
Chi Square (*g)' Chi Square  Sig. (¥)
Test Test

Competitive factors

Price 12,64 0.00

Product innovation 53,69 0.00

Customer Service 8,81 0.00

Other factors of product 1,20 0,27

differentiation

Sources of competitive Information

advantage technology

Functions: Data collection 2,13 0,14

R&D and design 27,41 0,00  Word processing 6,20 0,43

Marketing 27,77 0,06  General accounting 0,95 0,75

Information Technology 0,81 0,66  Financial 7,11 0,00
management

Production 1,57 0,45  Purchase order 0,10 0,74
management

Finance 0,41 0,81  Comunication 0,48 0,52
System

Personnel management 1,54 0,46 Production planning  4.37 0,36
and management

Purchases 0,45 0,79  Industrial 8,21 0,00
Accounting

Administration 1,62 0,44  Interfunctional 4,23 0,39
integration

Planning and control of: External resources:

Total system 5,14 0,02 Marketing advice 5,64 0,04

Financial flows 4,23 0,03  Financial advice 6,35 0,03

Production 8,75 0,00  Product design 18,50 0,00
advice

Sales 20,63 0,00  Organizational 1,54 0,21
advice

Procurement 16,93 0,00  Production and 0,01 0,91
Logistics advice

Other 1,08 0,29  Information 1,70 0,19

technology advice
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