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ABSTRACT

Extensive research has previously been conducted in the field of corporate strategies during
economic crisis, analyzing different contexts and countries. Nevertheless, the main focus has
always been on small and medium enterprises without considering the importance that micro
enterprises have in the European business tradition. The research gap for this study has been
identified concerning Italian micro and small enterprises which, despite the importance of these
kinds of companies in the national scenario, have not been considered yet.

A literature review on this area highlighted the status of the research within the field,
identifying the research gap and the purpose of this dissertation. The purpose is to contribute the
research by understanding which is the relationship between strategies and performance with
special attention on micro and small enterprises, aiming to formulate a guideline that may be
followed by other enterprises dealing with such situation.

The study was performed through a qualitative investigation based on semi-structured
interviews with twenty companies which are part of a ceramic district in the north-east of Italy.
More in detail, fourteen of the respondents are owners or CEOs of companies that survived the
crisis while six interviews have been held with former owners of enterprises that did not survive.
The research strategy used is a multiple case study with inductive approach.

The data shows how firms adopted different strategies to survive the crisis, highlighting a
considerable difference between the enterprises that survived and the ones that did not. Moreover, a
further difference can be identified between the companies that survived but have been able to grow
during the economic crisis and the ones that experienced a stable performance or a fall.

The findings of the study shows how a combination between product innovation, marketing,
internationalization and an open flexible approach is what is needed in order to reach superior
performance during the crisis, transforming a threat into opportunity. The role of the leader seems
to be the boost of every enterprise defining the success of the business. However, it is still not clear
how the personality of the entrepreneur is related to company’s performance, thus this area needs to

be developed through further research.
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1. INTRODUCTION

This chapter will focus on the situation of small and micro enterprises in Italy during the last years
of economic crisis identifying how the environment changed. A conducted literature review on this
field revealed a research gap regarding which strategies have been adopted by micro and small
Italian companies in order to survive the economic crisis. Eventually, the structure of this study is

described in detail at the end of the chapter.

1.1 BACKGROUND

The definition and boundaries of Micro and Small Enterprises (MSE) have been delineated by the
European Commission depending on the number of employees and turnover (European
Commission, 2014). Accordingly, small enterprises must have less than 50 employees and a
maximum turnover of 10 million Euro while micro enterprises are so defined if they present less
than 10 employees and a ceiling turnover of 2 million Euro (European Commission, 2003).

Micro, small and medium enterprises (MSME) have been recognized and supported by the
European Union (EU), being the engine of the whole continent’s economy (Madrid Guijarro et al.,
2013; Reynoso et al., 2014). In 2012, there were about 20 million MSME in Europe representing
99% of the total number of companies, generating together more than half of the EU added value
(OECD, 2013). The importance of the role of micro and small companies is even more emphasized
in Italy, where only the 0.6% of the total amount of firms is characterized by medium and big
enterprises (see Tab. 1 Appendix A). Thus, the number of micro and small companies is the highest
within the European Union, as well as the highest per capita value (0.065) comparing 28 EU
countries (OECD, 2013). Together, the 3.930 million small and micro enterprises registered in Italy
in 2012 were responsible for 67.6% of the country’s employment, generating added value for 321
billion Euro (European Commission, 2013).

The “Great Financial Crisis” burst in 2008 had its worst impact in the Western world, leading
the manufacturing sector to collapse (Roscini, 2014). The crisis had its strongest effects among
small enterprises which have been deeper influenced compared to large companies (Naidoo, 2010;
Acs et al., 1990; Bourletidis & Triantafyllopoulos, 2014). As stated by Antal & Van Den Bergh
(2013), the macroeconomic environment has a tremendous impact on the behavior of producers,
investors and consumers. The economic default had consequences also in Italy, changing consumer
behavior and production, leading to a turndown of the economic activity (Roscini, 2014). In this
context Italy has experienced a creeping collapse of the internal GDP heading, in a second moment,
to a strong recession (Roscini, 2014; Di Quirico, 2010). Together with the crash of national GDP
and due to the difficult situation of many other countries, also the country’s foreign investment has

strongly declined affecting the Italian enterprises (see Fig. 2, 3 Appendix A). Although the several



funds and subsidies that have been set up from both the European Union and the Italian
government, the recession anyway reached the Italian small and micro enterprises, reversing the
positive trend established before (see Fig. 1 Appendix A) (Di Quirico, 2010; Lopriore, 2009).

From 2009 until 2012 the number of small and micro enterprises has continuously decreased,
leading to a loss of 94726 firms in four years (see Appendix A). The damage is not merely
economical and financial but also social and cultural - micro and small companies are often family
businesses with high attachment to the business which represents both passion and sustenance
(Colli & Larsson, 2013). These enterprises in Italy are characterized by informality with the
employees and cooperation with the surrounding companies generating clusters (Testa et al., 2012;
Colli & Larsson, 2013). Moreover, during last seven years it became regular to read about suicides
of entrepreneurs and employees whom lost their jobs which represents the family’ sustenance (see
Fig. 4 Appendix A) (De Vogli et al., 2012; Daniele, 2013; Today, 2014; Norstrom & Grongvist,
2015). Statistics show that these problems affects more small and micro companies whose
entrepreneurs and employees have the most risky situation to deal with and the highest affection to
their job (Eurostat, 2014; Nastase & Kajanus, 2010). In this context, an analysis of the previous

research is needed in order to identify the research gap object of this study.

1.2 PREVIOUS RESEARCH

During economic crisis some enterprises are more likely to survive than others, having a greater
ability to withstand the problems that they have to deal with (Naidoo, 2010; Bourletidis &
Triantafyllopoulos, 2014; Spremo & Prodanovi¢, 2013; Vargo & Seville, 2011; Peters & Naicker,
2013; Hilmersson, 2014). According to Sageer et al. (1998) and Vargo & Seville (2011) there are
three elements describing what a crisis is: a threat to the organization, an element of surprise, and a
short decision time. During an economic crisis, when the environment changes fast, management
and owners have at their disposal diverse possible models of transformation as a way out of the
crisis but insecurity may affect the choice and the point of view taken (Spremo & Prodanovié,
2013). Antal & Van Den Bergh (2013) highlighted that environmental changes may represent a
threat for an organization due to the uncertainties they represent. Althought the several meanings
environmental change may take, this thesis is focused on the changes brought by an economic
crisis. Thus, due to the turbulent nature of the environment and its effects on companies’ goals and
activities it can be tough to choose the correct strategy to apply or to prevent the events (Patnaik,
2014). According to Patnaik (2014) visualizing the future and making provisions can be termed as
strategy. Spremo & Prodanovi¢ (2013) disclosed that an organization’s strategic direction is
fundamental in order to prevent the further decline of the organization when facing economic

difficulties. Every strategic decision taken by the management requires a deep analysis of the



market while business moves depend on the economic environment and the social background
(Marks & De Meuse, 2005).

Previous literature already disclosed a number of constraints that affect micro and small
businesses, representing a big obstacle for company’s growth and performance (Tambunan, 2011).
According to the research, the most cited lacks of MSME are: technical skills (Muranda, 2003),
specific knowledge (Myles, 2010; Purcarea et al., 2013, Hilmersson, 2014; Bourletidis &
Triantafyllopoulos, 2014, Muranda, 2003), long term strategic planning (Vargo & Seville, 2011;
Vossen, 1998), and resources constraints (Vossen,1998; Bourletidis & Triantafyllopoulos, 2014;
Das & Pradhan, 2009).

According to Hoetoro (2014), in order to better deal with general environmental changes,
micro and small enterprises tend to conglomerate in clusters which give them the possibility to
cooperate and to obtain the benefits from joint actions. Therefore, cooperation into clusters seems to
be a possible choice in order to survive also economic crisis (Hoetoro, 2014). Hilmersson (2014)
has identified that internationalization positively influences performance in times of market
turbulence. As a matter of fact, managers of small and medium enterprises (SME) should diversify
risk between different markets and countries in order to reduce sales fluctuations and to have the
necessary flexibility during market turbulence (Hilmersson, 2014). The role of innovation as the
key strategy to survive most of environmental changes has been deeply discussed by Naidoo
(2010), Salavou et al. (2004) and Madrid Guijarro et al. (2013). Naidoo (2010) and Dannels (2002)
support the theory that innovation from the marketing perspective is the key for small and medium
enterprises to succeed during environmental crisis. Sheffer & Frenkel (2005) and Madrid Guijarro
et al. (2013) stressed that innovation may lead to increased market share, greater production
efficiency and increased revenue. According to Kossyva et al. (2014), Salavou et al. (2004) and
Vossen (1998) small companies are characterized by high flexibility and adaptability which foster
internal innovation. Thus, small companies are less dependent on rigidity and sunk costs being able
to explore new market niches (Narjoko & Hill, 2007; Bourletidis & Triantafyllopoulos, 2014).

Also considering the analysis by country, the literature review shows a diverse range of
approaches that may be taken by firms. According to Pal et al. (2014), Swedish MSME should
develop their resilience potential in order to survive the crisis by combining material assets and
networking, strategic and operational flexibility, and attentive leadership. Bourletidis &
Triantafyllopoulos (2014) suggest Greek firms should focus on product innovation. Markic et al.
(2011) highlight how cooperation within other companies and share of knowledge are the factors
defining the likelihood to survive in Slovenia (Marki¢ et al., 2011). Madrid Guijarro et al. (2013)
disclosed that, regarding the case of Spain, the survival of companies is determined by the degree

that companies embrace innovation as a core strategy. Therefore, in time of recessions, investment



in innovation should remain strong even if the economic difficulties may suggest cutting the
expenses (Madrid Guijarro et al., 2013). In the Republic of South Africa, according to Peters &
Naicker (2013), leadership and entrepreneurial quality are the crucial factors for micro and small

companies to survive the crisis.

1.3 RESEARCH GAP AND PURPOSE

The literature analysis disclosed that the conclusions proposed by the authors concerning the
strategies to survive economic crisis are various, with differences among the perspective taken and
the country considered. Summarizing, in order to survive the crisis, organizations should focus on:
cooperation within clusters (Hoetoro, 2014; Marki¢ et al., 2011), internationalization (Hilmersson,
2014), marketing innovation (Naidoo, 2010; Dannels, 2002; Sheffer & Frenkel, 2005; Madrid
Guijarro et al., 2013), flexibility (Narjoko & Hill, 2007; Bourletidis & Triantafyllopoulos, 2014),
development of resilience potential (Pal et al., 2014), product innovation (Bourletidis &
Triantafyllopoulos, 2014), leadership (Peters & Naicker, 2013).

Spremo & Prodanovi¢ (2013) highlighted that due to the economic, political, institutional,
technological, cultural and social differences that diverse environments present, there is not a
unique approach concerning how companies may react to environmental changes and overcome the
threats of an economic crisis. Moreover, according to Patnaik (2014) companies’ strategies are
shaped by the management based on its traditions and perceptions. Thus, national culture and
cultural factors should be taken into consideration since an entrepreneur’s perception of the
recession is dependent upon the context and the social and cultural background (Bourletidis &
Triantafyllopoulos, 2014; Patnaik, 2014). Reynoso et al. (2014) argued that it is important to keep
in mind the differences that there are between small and large businesses which cannot be
neglected. As a matter of fact, more research is necessary in the field of micro enterprises and their
strategic challenges (Reynoso et al., 2014; Hoetoro, 2014).

Previous research mainly focused on how SME may survive economic crisis with a lack of
specific information regarding micro enterprises (Reynoso et al., 2014; Hoetoro, 2014). Moreover,
it is still not clear if the strategies of small and medium enterprises can be applied in the same way
by micro companies, neither if it is possible to identify a best approach among the ones presented.
As it has been pointed out by the literature review, the strategies differ among the country studied
due to the diversity of the economic and social background (Spremo & Prodanovié, 2013; Patniak,
2014; Bourletidis & Triantafyllopoulos, 2014). Moreover, previous studies focused on Sweden (Pal
et al., 2014), Greece (Bourletidis & Triantafyllopoulos, 2014), Slovenia (Markic et al., 2011), Spain
(Madrid Guijarro et al., 2013), and South Africa (Peters & Naicker, 2013), highlighting a lack of

interest regarding the Italian scenario. Due to the importance of small and micro enterprises to the
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Italian social and economic environment and the difficulties these firms are experiencing, the author
would like to deepen the subject in order to study the reaction of these companies to the economic
crisis. Therefore, the aim of this research is on the strategies of Italian micro and small enterprises.

As a consequence, the following research question arises:

RQ: How have corporate strategies been implemented by micro and small enterprises in Italy in

order to survive the economic crisis?

The purpose of this study is to contribute the research by understanding which is the relationship
between strategies and performance with special attention on micro and small enterprises, aiming

to formulate a guideline that may be followed by other enterprises dealing with such situation.

1.4 DELIMITATIONS

In order to study the phenomenon, the author of this dissertation has chosen to study the ceramic
cluster of Bassano del Grappa located in north east of Italy - between Venice and Verona - in the
province of Vicenza. Clusters are agglomerations of companies located in a determined
geographical area, historically recognized, specialized in a distinct production and linked all
together by a complex network of economic and social relations (Harvard, 2014). The ceramic
cluster is part of a broader network called Distretto della Ceramica, Porcellana e Vetro Artistico.
The heart of the network are the villages of Bassano del Grappa and Nove, around them a dense
grid of enterprises reaches the provinces of Treviso and Padua (Osservatorio Distretti, 2008).

The ceramic cluster of Bassano del Grappa has been chosen for several reasons. First of all,
the author already has a good knowledge regarding the environment having worked for one of the
companies, therefore knowing the internal dynamics of the cluster and the particular relation of
cooperation-competition that characterizes it. Moreover, the cluster has been strongly affected by
the economic crisis, with a progressive loss of companies, as well as the employment offer (see Fig.
7 Appendix B) (Ceretta et al., 2013). The trend was already negative since 2001 due to the events of
“9/117”, but it became worse after 2008 (see Fig. 8 Appendix B). The cluster of Bassano del Grappa
lost 57 micro and small enterprises in five years, indeed the companies registered were 264 in 2007
and 209 in 2012 (see Fig. 5 Appendix B). The same negative trend has been experienced by the
occupation which partially held the gap thanks to the medium enterprises which seem to have better
faced the economic difficulties. The trend analysis shows how this crisis affected small firms before
micro enterprises; however, micro enterprises are the ones which experienced a higher rate of non
survivors (see Fig. 6 Appendix B). This cluster fits the study case also from the perspective of the
companies’ dimension - according to the chosen topic. In 2012 the greatest part of the enterprises
was micro (87.56 %) and small (11.02 %) making small and micro enterprises the economic boost

of the whole province (see Tab. 2 Appendix B).
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There is also an historic, social and economic motivation behind this choice. The Italian
economy is developed around small companies cooperating together and grouped into clusters;
these networks are part of the society and are at the core of the Italian economy (Ceretta et al.,
2013; Sforzi & Lorenzini, 2002). Moreover, the ceramic of Bassano del Grappa is well-known
internationally due to its ancient history dated back to the Roman Empire and the Republic of
Venice (Ceramica Bassano, 1995; Osservatorio Distretti, 2008) (see Appendix B). All these features
together, make the chosen case a small representation of the Italian economy and its social

traditions, giving the possibility to generalize the findings among the national scenario.

1.5 REPORT STRUCTURE

The research is structured into seven chapters and divided as below.

Chapter 1 presents the introduction where the background and the problematization are built
together with a presentation of the case of study. Moreover, the previous research has been studied
in order to identify the research gap which constitutes the purpose of this dissertation.

Chapter 2 is based on a literature review where the previous studied have been further
deepened aiming to build the theoretical foundation of the research with theories regarding
environmental changes, economic crisis, strategies, and performance. Particular attention has been
dedicated to the strategies identified as successful by previous authors.

Chapter 3 depicts the conceptual model emerging from the literature review disclosing which
is the author’s focus and aim for this study.

Chapter 4 contains the methodology background discussing why inductive and qualitative
approaches have been chosen and applied on the base of a multiple-case study method. For this
research the author chose semi-structured interviews as investigation method. Moreover, the author
gave explanation about the interview guide and the operationalization.

Chapter 5 presents the empirical data collected for this study while in Chapter 6 the empirical
data collected has been processed based on data display, data reduction and analysis of the results
leading to the research findings.

Chapter 7 closes this research with the conclusions answering the research question stated.
The dissertation concludes with managerial implications and limitations of this study together with

some suggestions for future research.
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2. THEORETICAL FRAMEWORK

This chapter is based on a literature review of the previous research aiming to build the theoretical
source of this study. It explains the theory of crisis and environmental change, core strategy and
relations with performance. Special attention is dedicated to the strategies previously implemented

by other companies.

2.1 ECONOMIC CRISIS AND ENVIRONMENTAL CHANGE

Antal & Van Den Bergh (2013) highlighted that environmental changes - such as financial and
political crisis - lead to organizational problems and instability of companies’ activities.
Organizations search for certainty trying to predict all the variables and how these may affect the
future scenario (Thompson, 1967; Ashby, 1956). However, it is not possible to predict all the
variables, thus enterprises have to accept that the future scenario is partially unpredictable
(Thompson, 1967). Therefore, companies develop a process of searching, learning and deciding in
order to reduce the uncertainty and to be able to operate in the environment (Thompson, 1967). The
complexity, if fully faced, would overwhelm the organization preventing it to operate - hence
enterprises must set limits to its definition and importance (Simon, 1957). According to Spremo &
Prodanovi¢ (2013) only the companies that are able to deal with the insecurity and the issues that
characterize nowadays business environment manage to survive. So, every decision requires the
analysis of the surrounding environment and the selection of the best choice taking into
consideration the variables that are under control (Spremo & Prodanovi¢, 2013; Simon, 1957).
When considering any kind of environmental change, a serious problem organizations have to face
is the fluctuation of demand (Antal & Van Den Bergh, 2013). Although actions by the organizations
aim to reduce fluctuations, complete smoothing of demand is not possible in the majority of the
cases (Thompson, 1967). Hence, environmental fluctuations are always exogenous variables that
can only be accepted by the enterprises (Thompson, 1967; Spremo & Prodanovi¢, 2013). Some
examples are market change, new technology, economic crisis, institutional and political problems,
and social behavior - directly or indirectly these aspects have effect on companies’ performance
(Spremo & Prodanovi¢, 2013).

According to Thompson (1967) and Dill (1958) those parts of the environment which are
relevant and have influence on companies’ goal attainment can be defined as task environment. In
some cases, the task environment may be influenced also by other parties - such as public
institutions and governments - through the adoption of financial funds with the aim to smooth the
effects of an economic crisis (Dill, 1958; Herbert et al., 2013).

13



2.2 STRATEGY THEORIES

According to Patnaik (2014) strategy is the art of visualizing or anticipating future scenarios, with
the aim to achieve competitive advantage. Thus, strategy is an intellectual process based on the
combination between the purpose of the organization and the challenges that the environment
presents (Patnaik, 2014; Porter, 1996). Moreover, strategy involves creating plans through action
decisions, trying to understand the future and synchronizing with the changing environment
(Patnaik, 2014). Corporate strategy can be defined as the direction and scope of an organization
over the long term which achieve advantage in a changing environment through the configuration of
resources and competences (Fréry, 2006). Porter (1976) further argued that a firm’s strategy is the
representation of the company’s choices with respect to its major decision variables. So, strategy is
a fundamental process to anticipate the future and to act accordingly but it is extremely difficult to
be precise (Patnaik, 2014). These difficulties are probably due to the turbulent nature of the task
environment that affects the decision process and objects (Patnaik, 2014). Strategic thinking is
based on decision issues that always involve two major dimensions: beliefs about the relation
between cause and effect, and preferences regarding possible outcomes (Thompson, 1967). In
addition to the features presented by Thompson (1967) and Porter (1996) - complexity, uncertainty,
relations with the task environment, and adaptation to changes - Johnson et al. (2008) disclosed that
strategic decisions are also characterized by integration, and operational decisions. Integration
means the need to deal with strategic problems coming to agreements between the different parties
involved, both inside and outside the organizational boundaries (Johnson et al., 2008). Operational
decision regards how strategy is implemented within the whole organization and how the different
departments of an enterprise are aligned with the corporate core (Johnson et al., 2008). Capron &
Mitchell (2009) disclosed that previous external sourcing experience is fundamental for an
organization in order to deal with particular environment changes such as economic falls. Even
though past experience is useless if not applied and merged with a broader perception of the
situation, it can be a valuable source of information for the enterprises (Capron & Mitchell, 2009).
Due to the fact that the environment where an organization is established has an influence
upon the whole enterprise and in most of the cases cannot be predicted or changed, organizations
should focus on their strategic capabilities (Thompson, 1967; Johnson et al., 2008; Grewal &
Tansuhaj, 2001). Strategic capabilities are made up of resources and competences giving
competitive advantage which can be identified through the analysis of the organization’s strengths
and weaknesses (Barney, 1991; Teece et al., 1997). The identification of strategic capabilities help
firms managing environmental uncertainty and tends to have a positive effect on firms’ survival
(Grewal & Tansuhaj, 2001; Capron & Mitchell, 2009). Capron & Mitchell (2009) stated that

experienced companies are more likely to survive and to maintain a better performance, compared
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to younger or inexperienced enterprises, giving more importance to the continuous development of
capabilities.

Summarizing, environment is an exogenous variable which is source of uncertainty and
changes (Thompson, 1967; Spremo & Prodanovi¢, 2013; Ashby, 1956). Nevertheless, enterprises
can identify which are the variables that can be controlled setting a core strategy which best fit their
cases (Patnaik, 2014; Porter, 1996; Fréry, 2006). Strategy is implemented within the organization
through an operational decision process, based on the unique capabilities of the firm and aiming on
containing the uncertainty through gaining competitive advantage (Johnson et al., 2008; Grewal &
Tansuhaj, 2001; Capron & Mitchell, 2009).

2.2.1 GENERIC STRATEGIES

The field of strategic management has shift from a single and unique view of strategy to a different
perspective which considers the existing communalities among organizations (Dess & Davis, 1984).
Thus, a middle approach between considering the industry as a whole and each firm separately is to
consider the strategic groups (Dess & Davis, 1984). In this context, Porter’s (1980) generic
strategies is a valid tool to classify the strategies based on the competition in a defined market.
Porter (1980) developed a strategic model that can be applied and generalized upon all industries
based on three potential successful generic strategies: overall cost leadership, differentiation, and
focus. Cost leadership is based on the idea that an organization extends its market share by
appealing price sensitive or cost conscious consumers (Porter, 1980). This can be achieved by
having the lowest selling price in the market segment - therefore, the company should consider its
costs structure (Porter, 1980). Differentiation strategy requests the creation of a product or service
which is unique and different by all competitors, allowing a higher selling price (Porter, 1980). This
strategy is useful when the market is saturated or high competitive and the customers have needs
that has not been served by other companies yet (Dess & Davis, 1984). In focus strategy the
enterprises identify and operate in specific geographical markets or niches (Porter, 1980). This
approach is particularly indicated for small companies which can take advantage of specific needs
not covered by large firms (Porter, 1980). It is difficult for small enterprises to win competition
against large firms on costs leadership due to the different scale economies that can be applied
(Porter, 1980). However, the agility of MSE makes easier to explore and serve niches with
particular needs (Narjoko & Hill, 2007).

2.3 STRATEGY IMPLEMENTATION

Johnson et al. (2008) pointed out that a corporate strategy needs to be translated into operational

decisions which regard how a strategy is implemented within the organization. Enterprises should
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focus on containing the uncertainty resulted by the economic fall through the implementation of
suitable strategies (Thompson, 1967). A review of the previous research disclosed that, depending
on the cultural background and the country, possible strategies to be implemented in order to
survive are: cooperation within clusters (Hoetoro, 2014; Marki¢ et al., 2011), internationalization
(Hilmersson, 2014), leadership (Champion, 1999; Peters & Naicker, 2013), marketing innovation
(Naidoo, 2010; Dannels, 2002; Sheffer & Frenkel, 2005; Madrid Guijarro et al., 2013), flexibility
(Narjoko & Hill, 2007; Bourletidis & Triantafyllopoulos, 2014), development of resilience potential
(Pal et al., 2014), product innovation (Bourletidis & Triantafyllopoulos, 2014).

2.3.1 COOPERATION WITHIN CLUSTERS

An important factor to increase MSEs competitiveness is the cooperation through clusters (Grando
& Belvedere, 2006; Pyke et al., 1990; Hoetoro, 2014; Marki¢ et al., 2011). Especially during period
of high uncertainty, it is easier for local small companies to develop cooperative relationships
becoming a sort of production network (Pyke et al., 1990). According to Grando & Belvedere
(2006) most of the limits of micro enterprises can be overcome through the establishment of
collaborative relationships. If the internal cluster relationship is strong, MSME may perform even
better than large firms (Grando & Belvedere, 2006). Thompson (1967) added that cooperation
demonstrates capacity to reduce uncertainty under the condition that organizations make a
commitment to exchange knowledge and capacities. Perry (2002) further argued that trust is a
defining characteristic of network relationships. Nevertheless, network cooperation is not always
possible: clusters exist as a response to pressures and opportunities in the business environment
(Perry, 2002; Pyke et al., 1990). As discussed by Perry (2002) and Curran et al. (1993), networks
can be defined as compulsory or voluntary. Compulsory networks are those to which an
organization must belong to in order to survive and operate successfully, while in voluntary
networks an organization’s survival is not dependent on the cluster (Curran et al., 1993).

Following Hoetoro (2014) the importance of network cooperation is continuously increasing
since clusters are becoming the design for industrial and innovation policies as they encourage
entrepreneurship, and lead to productivity improvements. On the other hand, enterprises still need to
keep their capabilities developing business strategies with the focus to improve their own
competitive position (Hoetoro, 2014). Thus, despite possible conflicts that can emerge when
cooperating with other companies in a competitive environment, MSE should conglomerate in
clusters due to the possibility to obtain the benefits from joint actions enhancing the chances to
survive (Hoetoro, 2014). Moreover, cluster cooperation increases the innovation capacities of

organizations and, therefore, their performance (Markic et al., 2011).
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2.3.2 INTERNATIONALIZATION

Internationalization can be defined as a company’s expansion beyond the borders of its country
across different markets and geographical regions (Capar & Kotabe, 2003). Due to the fact that the
process of internationalization is complex, the strategy should be carefully studied determining the
strengths and the trend direction of the considered markets (Johnson et al., 2008; Porter, 1986). Yip
(2003) identified four drivers that organizations should consider when deciding to internationalize:
market, costs, government, and competitiveness. Market drivers refers to the identification of areas
with similar customer needs facilitating the selling process and containing costs (Yip, 2003).
Expenses can be reduced applying large scale economies; however, a firm must consider the
additional costs that the expansion to new market requires (Yip, 2003). Government law and
regulations can both facilitate and inhibit internationalization depending on tariff barriers, technical
standards, restrictions and special requirements (Yip, 2003). The last driver, competitiveness aims
on considering the presence of globalized competitors and the interdependence that can be reached
serving close countries (Yip, 2003). Porter’s (1986) strategy for internationalization is built on four
more base determinants: factor conditions, home demand conditions, related and supporting
industries, firm strategy and rivalry. This approach aims on recognizing the national factors that
may lead enterprises to internationalization (Johnson et al., 2008). Thus, stock of production factor,
consistency of home demand, nature of domestic customers, governmental support, and national
competition determine if firms are more likely to internationalize compared to other countries
(Porter, 1986).

The process of internationalization for small firms can be harder compared to large
multinational companies reflecting the fact that MSME, in general, have fewer resources and
limited international experience (Hilmersson, 2014). In any case, the diversification of business
within different markets lead to more stable results and a better performance during environmental
fluctuations (Hilmersson, 2014). However, depending on the industry and the market considered,
internationalizing not always is a good solution (Capar & Kotabe, 2003; Katrishen & Scordis, 1998;
Porter, 1986). This is because international diversification reduces performance up to a certain
point, due to the diseconomies of scale associated with the expansion (Capar & Kotabe, 2003;
Katrishen & Scordis, 1998). At higher levels, the performance starts to increase leading to
competitive advantage (Capar & Kotabe, 2003). Therefore, enterprises should evaluate any possibly

convenient choice before deciding to internationalize (Johnson et al., 2008; Porter, 1986).

2.3.4 LEADERSHIP AND ENTREPRENEURIAL QUALITY

Most definitions of leadership reflect the assumption that it involves a person’s process and

intention on other people (Yukl, 2006). Studies within the field disclosed that there is not a unique
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perspective regarding the function of entrepreneur, due to the different roles this figure plays
(Guzman & Santos, 2001). According to Mintzberg (1973), an organization’s entrepreneur is also a
leader due to the role of creator of the organization. Guzman & Santos (2001) further argued that an
entrepreneur can have a financial function, a managerial function, or a booster function. Yukl
(2006) highlighted that a leader not always is a manager or an entrepreneur, depending on the
scenario and a person’s abilities. However, regarding small companies, entrepreneurs are often also
leader due to the managerial and decisional role the owners take (Champion, 1999).

Leading change and adaptation to a new environment is one of the most difficult and
important responsibilities an entrepreneur or a leader has to face (Yukl, 2006). Uncertainties about
the future and on the results are the biggest obstacles to overcome; this phenomenon is called
resistance to change (Connor, 1995). There are several reasons why accepting and implementing a
change may be tough: lack of trust about people, beliefs that change is not necessary, beliefs that
change is not feasible, economic threats, relative high costs, fear of personal failure, possible loss of
status and power, threat to values and ideas, and resentment of interference (Connor, 1995). If the
leader understands the reason for resistance to change and why change is necessary, the process is
more likely to be successful (Connor, 1995; Yukl, 2006). Moreover, leadership has a strong
influence on management effort and commitment (Champion, 1999). Therefore, change is more
accepted and management performs better in a context of entrepreneurial quality (Guzman &
Santos, 2001; Champion, 1999). Implementing change within an organization may be more
effective if there is entrepreneurial quality (Guzman & Santos, 2001). Entrepreneurial quality refers
to the booster role of the leader who becomes the engine of change for all the sub-functions
(Guzman & Santos, 2001; Peters & Naicker, 2013). Thus, a management with high commitment
enhances the likelihood to survive difficult situations and economic problems (Champion, 1999).

2.3.5 MARKETING AND PRODUCT INNOVATION

Innovation has been cited several times as a key feature to reach competitive advantage (Madrid
Guijarro et al., 2013; Sheffer & Frenkel, 2005; Trott, 2005; Abernathy & Utterback, 1975).
Innovation is a strategic fundamental dilemma since it involves the conversion of knowledge in
process, product or services, its commercialization and use (Trott, 2005). Tan et al. (2009) and
Madrid Guijarro et al. (2013) argued that innovation is the base of economic growth. When
businesses face difficulties and declines of sales, the attention of the company should shift to a
long-term approach focusing even more on the innovation process (Sheffer & Frenkel, 2005).
During recession, firms have may choose to either reduce the costs with the risk to collapse under
the different scenario or to innovate, looking for new opportunities that the economic environment
presents (Madrid Guijarro et al., 2013; Deans et al., 2009; Dannels, 2002). Therefore, in order to
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remain competitive, investment in innovation should remain the same or increase during economic
difficulties (Trott, 2005; Madrid Guijarro et al., 2013).

From the perspective taken by Naidoo (2010) and Dannels (2002), marketing innovation may
be an attractive strategy to contrast a possible trend of declining sales. Marketing innovation means
a combination of improvements regarding product design, placement and promotion (Trott, 2005).
According to the authors, marketing innovation may be an efficient strategy to be pursued in order
to remain competitive addressing to shift the demand from elastic to a more inelastic segment
through delivering a higher value (Naidoo, 2010; Dannels, 2002).

Regarding products, Doyle (1989) suggested that marketing managers develop their products
into brands in order to create a unique position in the mind of consumers. Thus, there is a strong
relation between company’s image and the commercialized goods, services or experiences which

may lead to superior performance (Doyle, 1989; Jobber, 2007).

2.3.6 FLEXIBILITY

Flexibility is the ability to cope with internal and external uncertainty and variation (Narasimhan et
al., 2005). Johnson et al. (2008) disclosed that it is important to keep a flexible alignment between
goals, governance and organizational activities. Moreover, being flexible gives competitive
advantage in an unstable environment leading also to spontaneous innovation processes (Kossyva et
al., 2014; Salavou et al., 2004; Vossen, 1998). Kim & Park (2013) showed there is a correlation
between the control of an organization and flexibility; the more an organization is flexible, the more
a firm is able to control the internal processes enhancing efficiency and shortening environmental
threats response time. Thanks to a more simple company structure, a closer relation between people
and departments, and a different structure, small enterprises seem to be more adaptable to
environmental change (Narjoko & Hill, 2007; Bourletidis & Triantafyllopoulos, 2014).

2.3.7 RESILIENCE

Resilience is defined as maintaining positive adjustment under a challenging environment (Weick et
al., 1999). Resilience develops over time and is the output of dealing with threats and stresses
leading to a stronger and improved organization (Ismail et al., 2011). Since this process requests
large resources, SMEs approach is more based on cost effectiveness through the development of
strategic thinking and planning (Ismail et al., 2011). As a matter of fact, due to the small size, small
enterprises may develop efficient resilience capacities (Pal et al., 2014).

Following Pal et al. (2014) and Sheffi (2007) there are five categories of resources which are
linked with the development of resilience in small and medium organizations: material, financial,

social, network, and intangible. These resources represent either a constraint or an advantage for
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MSME, depending on how these are implemented within the enterprise (Vossen, 1998; Sheffi,
2007). The way these resources are developed with a resilience approach may determine and

influence companies’ performance (Pal et al., 2014).

2.4 PERFORMANCE EVALUATION

Organizational performance is the most common criterion to evaluate firms over time, their actions,
and how they act in their task environment (March & Sutton, 1997). Any of the strategies discussed
may be set in motion by different strategic methods (Johnson et al., 2008). Strategic methods are
the means by which strategies can be pursued and can be grouped in three classes: organic
development (Mognetti, 2002), mergers and acquisitions (Gaughan, 2007), and alliances (Doz et al.,
2001). Organic development happens when an organization decides to develop, build and pursue
with its own capabilities, without the involvement of other parties (Mognetti, 2002). An acquisition
occurs when a firm takes ownership of another enterprise whereas a merger is an agreed decision
between the parties for a joint ownership (Johnson et al., 2008). The motivation that may lead to
acquisitions or mergers are various; however, the most relevant capability considerations are:
exploitation of strategic capabilities, cost efficiency, obtainment of new capabilities lacking in the
single organizations (Gaughan, 2007). A strategic alliance occurs when enterprises shares resources
and activities to pursue common strategies (Doz et al., 2001). Alliances can be more or less
formalized depending on the cooperation and the agreement between firms (Doz et al., 2001). Joint
ventures, consortia, and networks are the most common forms of cooperation within this kind of
strategic method (Johnson et al., 2008).

In order to understand if the strategy pursued meets the performance expected, the evaluation
of a strategy can be done through three success criteria: suitability, acceptability, and feasibility
(Johnson et al., 2008). Suitability evaluates whether a strategy meets the key issues related to the
strategic position of the organization (Copeland et al., 2000). Acceptability measures if the expected
performance outcomes of a strategy meet the expectations (Copeland et al., 2000). Lastly,
feasibility consider if an enterprise has the resources and competences to deliver and maintain the
strategy pursued (Copeland et al., 2000). Dess & Davis (1984) disclosed that the application of at
least one of the three generic strategies presented by Porter (1980) will result in higher performance
and better results for the organization.

If the strategy does not meet the performance expected, a new strategy needs to be defined in
order to find the balance expected (Johnson et al., 2008; Copeland et al., 2000). During an
economic crisis or when timing is a critical variable to perform better and survive, a turnaround
strategy may be needed (Patnaik, 2014; Spremo & Prodanovi¢, 2013; Grinyer et al., 1990). This

may happen whether the performance expected is not reached and the environmental threats
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indicate that a recovery of the organization is needed in order to survive (Grinyer et al., 1990). A
turnaround strategy is a complex process that can be simplified and more accepted by the
management if the organization is flexible (Patnaik, 2014; Spremo & Prodanovié, 2013). Since
small companies are flexible - due to their simple structure and adaptability (Kossyva et al., 2014;
Salavou et al., 2004) - and a turnaround strategy is favored by a flexible background (Patnaik,
2014), recovery strategies could be implemented within small enterprises without high resistance.
Nevertheless, Cater & Schwab (2008) argued that a recovery strategy is more difficult to be applied
in family businesses due to the resistance and the close control of the organization. Therefore it may
be difficult to accept such a change in a micro enterprise because resources are scarce, and

organizations are often controlled and run by a family (Lopriore, 2009).

21



3. CONCEPTUAL MODEL

This chapter discloses the model created by the author in order to explain the object of this

research and the relationship between environment, strategies and performance.

In order to have a full view of the theories previously discussed, a research model has been created
and discussed. The goal of the model is to contextualize the theoretical background, identifying the
major blocks of the research highlighting the object of study. Therefore, the model (see Fig. 9) is
built upon three major concepts discussed in the theoretical framework: environment, strategy and
performance. Environment represents the economic crisis, the threat for the organizations as well as
the context in which they are located and operate. The central block, which is also the main object
of this research, is characterized by the strategies that enterprises have to identify and implement in
order to respond to the difficult situation. Performance represents organizations’ performance
which, in this case, is survived or not.

As the literature review highlighted, there is a lack of studies regarding the strategies adopted
by Italian micro and small enterprises to survive the economic crisis. This case is particularly
interesting due to the Italian economic scenario and the importance of MSE for the national
economy. Thus, this is the object of study of this dissertation. The theoretical background
highlighted several strategies adopted by enterprises in other countries and general theories about
how to survive the crisis. However, it is still unknown if these theories may also be applied by the

enterprises object of study in the same way as it has been done in other contexts and countries.

Environment: Strategy: Performance:
ECONOMIC COMPANIES' SURVIVAL
CRISIS STRATEGIES YES/NO

Fig. 9 Research Model (Author’s elaboration)

Following the theories analyzed and the previous research among this subject, the following
assumptions have been created and therefore studied in relation to the context chosen for this
dissertation. This thesis assumes:

» A change in the environment has effects on companies’ strategies choices;

» Choices of strategies affect the performance outcome during an economic crisis.
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4. METHODOLOGY

In this chapter the author describes and motivates which are the research methodology that are
going to be used and which are the possible alternatives. Moreover, the chapter leads to the

operationalization and the interview guide of this dissertation.

4.1 RESEARCH APPROACH

The terms quantitative and qualitative are used, in business and management research, to
differentiate the diverse approach regarding data collection techniques and data analysis procedures
(Saunders et al., 2009). The quantitative method is used for data collection and analysis that
generates or uses numerical data (Saunders et al., 2009). This kind of research is the most
appropriate when the aim is to test previous theories so, for this reason, is more indicated when a
deductive approach is taken (Bryman & Bell, 2011). On the other hand, a qualitative research is
more focused on words than numbers, regarding the analysis and collection of data needed
(Saunders et al., 2009). According to Bryman & Bell (2011) a qualitative research is more indicated
for the inductive approach since it takes an interpretivist perspective, meaning that the social world
is understood through the interpretation of participants. Usually, qualitative research presents a
study aiming to answer to topics asking “how” or “why” (Bailey, 2014).

A research also needs to be defined following the approach taken which can be deductive or
inductive (Saunders et al., 2009; Bryman & Bell, 2011). Concerning the deductive approach,
researchers test hypothesis based on previous knowledge and theories within the field (Bryman &
Bell, 2011). An inductive approach is based on data collection and the development of a theory as a
result of the data collected (Saunders et al., 2009). The aim of induction is to formulate general
results that can be used for diverse phenomena (Hyde, 2000; Malhotra, 2010). In some cases, it is
possible to use both inductive and deductive point of view, since the two perspectives can
sometimes contain elements of the other one (Ghauri & Grgnhaug, 2010).

This research aims to study a specific country which has not been considered before through a
qualitative approach. Moreover, this study is mostly based on the deductive approach since the
purpose is to try to identify a common approach used by the companies, based on the theories and

the findings identified by the literature.

4.2 RESEARCH PURPOSE

A research can be classified depending on the purpose and the technique used (Kent, 2007). When
the research is classified by purpose, there are three methods available for the researcher:
exploratory, descriptive and explanatory (Saunders et al., 2009). Robson (2002) disclosed that it is
not necessary to define and use only one of these three methods; in the same way a research
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question can be both exploratory and descriptive, also the research project may have be structured
on more than one approach. The exploratory research is “a valuable means to find out what is
happening; to seek new insights; to ask questions and to assess phenomena in a new light” (Robson,
2002, p.59). There are three possible ways to conduct an exploratory research: a search of the
literature, interviewing experts in the field, and conducting focus interviews (Saunders et al., 2009).
Adams & Schvaneveldt (1991) pointed out that another key characteristic is that focus is initially
broad and then it becomes narrower as the research progresses. Kent (2007) highlighted that this
method is the most indicate when the aim is to get familiar with a topic and the data collected is not
numerical. The aim of descriptive studies is to express and illustrate the situation or phenomena
object of study in order to increase the understanding of events, persons, or situations (Robson,
2002; Malhotra, 2010). In this case it is necessary to have a full knowledge and understanding about
the phenomena in order to know which data need to be collected (Saunders et al., 2009; Kent,
2007). It can also be seen as a precursor to explanation, and a development of an exploratory study
(Saunders et al., 2009). Finally, explanatory studies aims to identify relations between variables
when a problem is known and has already been explored and described (Saunders et al., 2009).
Furthermore, this study requests an issue since the aim is to test and to identify casual relations
between the different components of the research (Saunders et al., 2009). As stated by Robson
(2002) a study may be a combination between different approaches, depending on the aim of
the author.

This study adopted an explanatory method. This is because the author will try to identify
common strategies between the enterprises based on the theories and the findings identified by other
authors. Moreover, this dissertation analyzes companies’ core strategies based on the effects of

economic crisis, a variable that has already been studied before.

4.3 RESEARCH STRATEGIES

Yin (2012) pointed out that a research strategy should be based on three determinants: how research
questions have been formulated, which control is requested over behavioral events, and if the events
are contemporary and part of the present or not. Moreover, also the extent of the existing
knowledge, the amount of time and resources, and the philosophical underpinnings of the researcher
should be considered (Saunders et al., 2009). Thus, in order to conduct a research there are seven
strategies that may be used: experiment, survey, case study, action research, grounded theory,
ethnography, and archival research (Saunders et al., 2009). Experiment is a form of research with
the purpose to study whether a change in the independent variable produces changes and effects in
another dependent variable (Hakim, 2000). Survey is a strategy useful to collect large amount of

data from a sizeable population in an economical way to contain resources (Saunders et al., 2009).
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It is an approach mostly associated with the deductive approach when a theory needs to be tested
within a population (Saunders et al., 2009). Case study is a strategy which involves an empirical
investigation of a particular specific phenomenon within its real life context using several sources
(Robson, 2002). A specific feature is that the phenomenon’s boundaries and the studied context are
not clearly evident (Yin, 2012). The case study is most often used in explanatory and exploratory
research and is particularly interesting if the aim is to gain a rich understanding of the research
context and the processes (Saunders et al., 2009; Morris & Wood, 1991). Data can be collected
through various ways and used in combination through triangulation which refers to the use of
different source of data collection techniques within the same study (Saunders et al., 2009). Yin
(2003) identified four case study strategies based upon two dimensions: single or multiple case, and
holistic or embedded case. Single case is used with a unique observation, providing the researcher
with an opportunity to observe a particular phenomenon (Saunders et al., 2009; Yin, 2003; Hartley,
2004). Multiple case is preferred than a single case whether the author is looking for a
generalization of the findings over other contexts (Yin, 2003; Hartley, 2004). Eventually, holistic
case occurs when the interest is focused on an organization as a whole, while embedded case refers
to the analysis of an organization within its sub-units (Yin, 2003). Action research focuses upon the
purpose of the research which becomes a base to try to solve a real threat (Saunders et al., 2009). A
key feature of this tool is the continuous process of planning and evaluating until the final solution
is found (Robson, 2002). The grounded theory approach is well matched with the inductive
approach due to the theory-building idea behind it (Saunders et al., 2009). This strategy is useful to
predict and explain behavior as well as the development and building of new theory generated by
observations (Goulding, 2002; Prasad, 2005). Also ethnography is based on an inductive approach
but it comes from the field of anthropology (Saunders et al., 2009). The purpose is to describe the
social world through a full immersion of the researcher in the environment studied (Saunders et al.,
2009; Prasad, 2005). Finally, the archival research makes use of administrative records and
documents as main source of data to be analyzed (Bryman, 1989). Moreover, this research strategy
allows historical analysis and the formulation of research questions with a focus over time
(Saunders et al., 2009).

The research strategy used for this dissertation is based on multiple-case study with holistic
approach. As argued by Yin (2012), case study strategy is advantageous because it allows going
deep inside the company through semi-structured questions. Moreover, this method is appropriate
when conducting an explanatory study and if the author is aiming to a generalization of the

research’s findings.
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4.4 SAMPLE STUDIED

Sample is the part of population which is object of analysis in the study (Bryman & Bell, 2011). A
population is the total amount of entities that subsists in a determined geographical area (Malhotra
& Birks, 2007). The process of sampling can be divided in three steps: definition of the population,
collection of features, and definition of the size (Malhotra & Birks, 2007; Marshall, 1996).
Moreover, the sampling process is based either on a probability sample or on a non-probability
sample (Bryman & Bell, 2011). Probability sampling occurs when each unit of the population has
the same probability of being chosen as part of the sample, while in a non-probability sample the
sampling choosing method is not random (Bryman & Bell, 2011). Marshall (1996) highlighted that
random sampling is not indicated when the analysis is qualitative aiming to study a complex issue
or behavior. Thus, when choosing a non-probability sampling method, there are three different ways
to choose the respondents: convenience, judgment and theoretical (Marshall, 1996; Bryman & Bell,
2011). In a convenience sample, the subjects chosen are the easiest accessible, a judgment sample
occurs when the researcher choses the units with highest productivity, theoretical sampling is built
on the theories that are going to be tested and examined (Marshall, 1996).

This research includes 20 case studies, 14 companies that survived the economic crisis, and 6
firms that did not survive. The sampling frame is based on the ceramic cluster of Bassano del
Grappa, located near Venice, in the north-east of Italy (see Appendix B). The sample characteristics
makes it a good case of analysis since the cluster presents a high number of micro and small
enterprises, in a similar proportions of the Italian economy (see Appendix A). Moreover, the author
of this paper worked in this field, thus already knows the internal dynamics of the cluster and the
companies that are going to be interviewed.

The sample is based on a non-probability method, using a convenience approach since the
companies chosen were the most accessible to the author. In 2012, the cluster counted a total of 206
micro and small enterprises (see Tab. 2 Appendix B). The amount of enterprises in 2015 is not
available yet but, according to the negative trend experienced with the crisis, it is expected to

have decreased.

4.5 DATA COLLECTED

Data can be divided into two categories: primary data and secondary data (Armstrong et al., 2009).
Secondary data as is the information that has already been previously collected for other purposes
(Bryman & Bell, 2011). Conversely, primary data is generated with the aim to find a solution for
the problem of a very specific research (Bryman & Bell, 2011; Malhotra & Birks, 2007). According
to Malhotra & Birks (2007), secondary data requests less costs and time to be collected compared to
primary data. Moreover, it can be avoided the problem to find respondents (Armstrong et al., 2009;

26



Malhotra & Birks, 2007). On the other hand, primary data is more reliable and can be specifically
collected based on the research’s purpose (Malhotra & Birks, 2007; Bryman & Bell, 2011).

This research and the population studied are based on the primary data collected through
interviews. Secondary data has been used only to explain and investigate the trend of the cluster as

well as the ltalian economic situation.

4.5.1 DATA COLLECTION METHODS

There are several methods that can be used to collect primary data - therefore, the researcher should
consider the method that better fits the case and the purpose of study (Ritchie & Lewis, 2003;
Bryman & Bell, 2011; Yin, 2012). The establishment of the correct collection method is
fundamental for the final result, since different choices lead to diverse conclusions (Ritchie &
Lewis, 2003). Bryman & Bell (2011) identified four collection methods: in-depth interview, focus
group, content analysis, survey. In-depth interview is the most open tool that can be used and it can
be divided into unstructured interviews and semi-structured interview (Bryman & Bell, 2011).
Unstructured interview allows the interviewer to ask questions based on the previous answers,
leading to a wide dialog without a defined structure (Ritchie & Lewis, 2003). Semi-structured
interview creates a conversation based upon the questions and the topic chosen (Ritchie & Lewis,
2003). Focus group is useful when the researcher wants to test and to gain understanding of beliefs,
attitudes and opinions in a small group (Bryman & Bell, 2011). Content analysis can be used to
analyze documents and texts with the aim to identify the content based on categories (Bryman &
Bell, 2011). Finally, survey is particularly indicated to study and measure a sample of the
population with the aim to collect numerical data that can be processed through statistical
elaboration (Bryman & Bell, 2011; Yin, 2012). Interviews allow being flexible, adapting to the case
of study, focusing on the key points that need to be investigated and gathering in-depth information
(Yin, 2012; Myers & Newman, 2007). On the other side, the disadvantages of this research tool is
the risk to not formulate questions correctly leading to wrong answer, and the risk to don’t obtain
the answer that is expected by the researcher (Yin, 2012). According to Bryman & Bell (2011), a
semi-structured interview is built on a set of interview questions which together form the interview
guide. Moreover, it allows to generate follow-up questions and improvisation in order to follow the
respondent’s answer (Bryman & Bell, 2011; Myers & Newman, 2007).

Following the qualitative study approach taken, semi-structured interviews is the most
suitable method for this type of research (Bryman & Bell, 2011). Moreover, the researcher assumes
that the knowledge and the involvement about the subject may vary between the respondents - thus,

this method presents the necessary flexibility.
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4.5.2 DATA COLLECTION PROCEDURES

The first step of this study consisted on visiting the companies of the cluster in order to understand
if the study was feasible. In a second moment, companies have been contacted by phone to fix
appointments and to agree how the research will be done. A copy of the questionnaire has been sent
by email a week before the meeting in order to give time to the respondents to prepare and to think
about the variables studied (Childow et al., 2010).

Each interview has been recorded - after having asked the respondent for the permission to do
it - but the identities and the firms’ names remain anonymous due to privacy reasons. The
interviews have been held in Italian using an easy vocabulary aiming to make the communication
easier and accessible also to owners without specific knowledge regarding this field. The answers
have been later translated into English by the author in order to process the information collected.
The interviewer has kept the conversations as much informal as possible to make the respondents
more confortable (Childow et al., 2010). Moreover, the questionnaire has been followed with

flexibility allowing additional questions and explanation of concepts and ideas.

4.6 DATA COLLECTION INSTRUMENT

In order to enhance the validity and reliability of the research, the author based the questions on the
literature analyzed, giving importance to the findings of the other authors and testing what is the
respondents’ point of view. Moreover, new questions have been created based on the keywords of
this paper. An operationalization table has been created in order to relate the questions with the
theories presented. As a matter of fact, according to Bryman & Bell (2011), the questions should be
based on their relevancy with the subject, in order to construct a valid and reliable research.
Moreover it is important to pay attention on how the questions are formulated and the connection
with the theoretical framework (Bryman & Bell, 2011).

4.6.1 OPERATIONALIZATION AND INTERVIEW GUIDE

Operationalization is the process of turning theories into words which can be measured (Bryman &
Bell, 2011). The operationalization process requests six steps (Malhotra & Birks, 2007): collection
of the theories, definition of the chosen concepts, description of the concept’s measure,
identification of the measures to investigate the chosen concepts, test of the concepts, examination
before the data collection. The operationalization for this research is constructured as following (see
Tab. 3).
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Concept Conceptual Operational Measures Questions
Definition Definition
Economic Crisis| A threat to the A measure that Uncertainty(Thompson, 1967) 3
organization, reflects the ComplexitySimon, 1957) 4,4.1,4.2
characterized by the threats’ Decision makin¢Spremo & 6,1
element of surprise, perception Prodanovi¢, 2013)
which request a among the Demand fluctuationg$Antal & 2,2.1,2.2
strategic answer with | enterprises. Van Den Bergh, 2013)
short decision time. Previous experiend€apron & 5,5.1
(Sageer et al, 1998; Mitchell, 2009)
Vargo & Seville, 2011)
Comp ani q Theartof anticipating | A measure that Long term strategyfréry, 2006; | 8,8.1, 8.2
Strategies future scenarios and investigates how Patnaik, 2014)
an intellectual companies Strategic decisioflohnson et 7,9,9.1,9.2
process based on the reacted to the al., 2008)
combination between | economic crisis. Strategic capabilitiefGrewal & 12,12.1,
the organization’s Tansuhaj, 2001; Barney, 1991) 12.2,12.3
purpose and the Generic strategiefPorter, 1980) | 11
challenges that the Strategy implementation 10
environment (Johnson et al,, 2008)
presents. (Patnaik,
2014; Porter, 1996)
Survival and The most common A measure that Problem dealingNaidoo, 2010; 16, 16.1, 18
Performance criterion to evaluate evaluates if and Vargo & Seville, 2011)
firms over time, their | why the Methods(Johnson et al, 2008; 15
actions, and how they | strategies applied | Mognetti, 2002)
act in their task led to success or Criteria(Johnson et al,, 2008; 13,13.1
environments. (March | failure of the Copeland et al, 2000)
& Sutton, 1997; enterprises. Strategy performancéPatnaik, 14,17

Johnson et al, 2008)

2014)

Tab. 3 Operationalization (Author’s elaboration)

The interview guide (see Appendix C) follows the semi-structured in-depth interview approach
chosen and presented in this chapter. In order to avoid bias and to increase the validity and quality
of the study, the questions are based on the theoretical framework presented. Moreover, the author

also dedicated some time for an open informal discussion, to better understand the respondent’s

point of view.

The questions have been formulated following the theories presented. Therefore, questions
regarding environment and economic crisis are built on Spremo & Prodanovi¢ (2013), Antal & Van
Den Bergh (2013), Thompson (1967), Capron & Mitchell (2009), and Simon (1957). Questions
regarding companies’ Strategy are based on the theories elaborated by Patnaik (2014), Johnson et al.
(2008), Grewal & Tansuhaj (2001), Barney (1991), and Porter (1980). Finally, questions regarding

performance evaluation and survival are based on Naidoo (2010), Vargo & Seville (2011), Johnson

et al. (2008), Mognetti (2002), Copeland et al. (2000), and Patnaik (2014).
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4.7 METHODS OF ANALYSIS

Qualitative research is characterized by a large amount of data which may cause problems on
identifying the needed information (Yin, 2012). Thus, it is necessary to categorize the information
and to organize it in structures so that meaningful relations can be identified (Bryman & Bell,
2011). The process of analysis goes through examination, categorization, tabulation, and
recombination of the information collected (Bryman & Bell, 2011).

The research methodology aims to identify a pattern within the data collected organizing the
information through a data reduction approach. According to Miles & Huberman (1994), this can be
achieved through three steps: data reduction and crystallization, data display, and pattern matching.
Crystallization is the method to code the collected information (Bryman & Bell, 2011). Thus, data is
selected, centered, shortened, abstracted and finally transformed with the aim to identify valid
relations within the data gathered (Miles & Huberman, 1994). In data display, the information is
presented and condensed in order to classify the results (Bryman & Bell, 2011). Pattern matching is
the last step which consists on locating possible irregularities or mistakes, as well as possible
patterns (Miles & Huberman, 1994).

This research followed all the steps indicated by Yin (2012) and Bryman & Bell (2011). In
order to deal with the large amount of cases, the author organized them into tables, focusing on the

main information needed and identifying a pattern between the observations.

4.8 QUALITY MEASUREMENTS

Every research has to face the issue of credibility of the findings (Raimond, 1993). Reducing the
possibility to have wrong answers or mistakes in the research means to pay attention on two

particular features: reliability and validity (Saunders et al., 2009).

4.8.1 RELIABILITY

Reliability refers to “the extent to which data collection techniques or analysis procedures will yield
consistent findings” (Saunders et al., 2009, p. 156). Reliability can be reviewed through checking if
the measures would yield the same results on other occasions, if similar observations would be
reached by other researchers, and if there is transparency in the findings extracted from the raw data
(Saunders et al., 2009). Robson (2002) identified four threats to reliability: subject or participant
error - choosing the correct time to conduce the research, participant bias - interviewees may say
what they think the other party wants them to say, observer error - different ways to formulate the
question and conducting the interview, observer bias - different ways to interpreting the answers.
These problem can be avoided through applying proper collection techniques (Bryman & Bell,

2011), and checking the findings through an appropriate analysis (Miles & Huberman, 1994).
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In order to meet the reliability criteria, the interview guide was sent by email before each
meeting, in order to allow the respondents to get familiar with the topic discussed. Moreover, all the
appointments have been agreed according to the respondents’ schedule, letting them to choose the
time that best fit with their work and duties. Thanks to this, the discussion has always been relaxed
without feeling the pressure of other tasks. Furthermore, in the end of each interview, the researcher
was engaging a short informal summary of what has been discussed. Through this it has been
possible to double check the answers and to make sure that the content and the main information
have been correctly written. Prior to conduct the interviews the questionnaire has been tested in

order to make sure that questions are clear and easy to be understood.

4.8.2 VALIDITY

Validity is concerned with “whether the findings are really about that they appear to be about”
(Saunders et al., 2009, p. 157). This means that the research should consider if the findings about a
relationship between variables is a real relation or just causal (Saunders et al., 2009). Following
Robson (2002), the threats to validity are: history - research based on products that have been
retired shortly after the data collection, testing - respondents may try to protect the image and the
perception of the organization, instrumentation - use of the research to sell the company’s
respondent image or brand, mortality - participants dropping out of studies, maturation - during the
research time some events may change the management or the company interviewed, and ambiguity
about causal direction - unclear identification of which one is the cause and which is the effect in a
research. These problems cannot be predicted before, thus the researcher should pay particular
attention and shorten the duration of the data collection process as much as possible (Saunders et
al., 2009). Moreover, the quality of the sample is fundamental in order to avoid these threats
(Smallbone & Quinton, 2004).

In order to meet these requirements, the time frame of the data collection has been kept as
short as possible. As a matter of fact, all the interviews have been collected within fifteen days,
which is a very short and stable time in relation to the subject studied. The sample has been chosen
with accuracy, selecting the respondents among the companies that were more enthusiastic and

willing to cooperate.

4.8.3 GENERALIZABILITY

Generalizability aims on understanding if the findings of the research can be extended and applied
to other research settings and other organizations (Saunders et al., 2009; Bryman & Bell, 2011; Yin,
2003). Claiming that the results can be generalized depends on the number of case studies as well as

the characteristics of the enterprises object of study (Saunders et al., 2009).
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The external validity of a study can be enhanced through the replication of logic standards
within the companies analyzed highlighting the possibilities where a generalization may be possible
(Bryman & Bell, 2011; Miles & Huberman, 1994). According to Miles & Huberman (1994) and
Yin (2003), the cross case-analysis is an approach that can increase the generalization possibilities.
Yin (2003) added that a research can be strengthened through multiple case studies and using the
same interview guide for all the cases.

Following Saunders et al. (2009) and Yin (2012), this study is built upon 20 in-depth case
studies using the same interview guide and structure. The Italian economy is mostly built on micro
and small companies grouped into industrial and local clusters (Ceretta et al., 2013). Thus, this
study includes MSE located in a specific cluster. Moreover, the proportion of micro and small firms
of the cluster considered and the total amount of Italian MSE is - in percentage - very similar,
disclosing the close relationship between sample and national trend (see Appendix A and B). These
features make the chosen cluster a small representation of the Italian economy giving the possibility

to generalize the findings of this research.

4.9 METHODOLOGY SUMMARY

Concluding, it is now possible to sum up the methodological tools used in this research (see Tab. 4),
aiming to build a valid generalizable study.

20 Interviews
Sample (14 with companies that survived and 6 with companies that did not
survive)
Sample detail Ceramicl\éllit.j;c)e&:r:)i‘I ;;Zas!:ggeerr)(rﬁi:ae;pa, Italy
Research Approach Qualitative research - Deductive approach
Research Purpose Explanatory research
Research Strategy Multiple-case study research - Holistic approach
Data Source Primary source
Data Collection Method In-depth semi-structured interviews
Data Analysis Method Data reduction and crystallization, data display, pattern matching
Quality Measurements Reliability, validity, generalizability

Tab. 4 Research Methodology Summary (Author’s elaboration)
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5. EMPIRICAL DATA

The aim of this chapter is to present the information collected during the interviews with the Italian
companies. The data has been presented following the operationalization table and separating the

results of the survivors from the non-survivors.

The data has been collected through the companies which took part in this study. The responses’
presentation follows the operationalization table scheme. For a more clear understanding,
companies which survived and companies that did not survive are presented separately. A summary

of the key points of each interview can be found in the appendix (see Appendix D).

5.1 COMPANIES THAT SURVIVED
5.1.1 ECONOMIC CRISIS

Regarding the main uncertainties faced, most of the companies claimed that this crisis brought
general business instability in terms of discontinuity of orders and lack of customers’ interest. This
lead to difficulties on making profits, on investing in the future, and on having a real business
making the continuous market change the rule instead of the option. “The problem is that we don’t
have a real business anymore; a company needs continuity in production and planned orders in
order to generate profits. Nowadays there is a lot of uncertainty; this is not the meaning of doing
business” (Company 14). Another point highlighted by the respondents is the Italian political
instability in relation to the Euro currency which made trading and export more complex for the
Italian companies. Moreover, bureaucracy and taxation limit and overcome the open approach that
doing business abroad request. Increasing uncertainties during the economic crisis have been
highlighted from the majority of the enterprises except for Company 2 and Company 13 who
owners did not experience new specific problems. Some of the enterprises recognized that the
environment has changed becoming more complex, requesting more resources and effort. On the
other side, Company 6, Company 7, Company 13 and Company 17 see the situation in a different
way, stating that the environment is still the same since strong difficulties always occurred also in
the past. Another measure used to investigate uncertainty is the demand fluctuation. Regarding this
point, the answers are various and differ among the respondents since Company 2, Company 5,
Company 6, Company 13 and Company 17 claimed that demand remained stable and constant over
time with minor natural fluctuations. The others experienced either a continuous fall over the years,
either a periodical fluctuation with a defined time. In general terms, the common perception of the
enterprises is that difficulties and challenges of this crisis are not over yet, and the situation is not
expected to improve in the future. “The day you will say that you are safe, you are already dead.

You always have to keep moving and changing” (Company 1).
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The external difficulties faced by the organizations enhanced the problems that the enterprises
were already facing inside, highlighting the reasons that makes hard to deal with the crisis. “We are
not big groups, we are just small companies and we do not have enough financial resources to
innovate as we would like to, we are trapped” (Company 1). Most of the companies claimed that
there is a lack of financial resources which makes difficult to adapt the production to new markets,
to invest in brand and marketing promotion, as well as in sales channels. Thus, design and modeling
are mostly outsourced, the same regarding accounting and performance evaluation. “We lack of
internal designers, an internal marketing office and somebody who specifically takes care of our
brand and image. We also lack of a real sales office and a person that travels abroad for us to meet
our customers, and find new ones; but to do this we need financial resources” (Company 7).
Company 2, Company 6, Company 13 and Company 17 mentioned other kind of obstacles more
related to: a better structured organization, the need to change internal plans continuously, the need
to keep internal equilibrium, and the need to propose an interesting offer avoiding possible
mistakes.

Companies have also been asked about previous experiences regarding crisis and how this
helped to deal with the current economic problems. Company 14 and Company 15 did not
experience a crisis before. The other respondents experienced a crisis in the past but, as they
claimed, it did not help to deal with the current one because the different market, macroeconomic
situation, and duration. The case of Company 2 is different since the owner understood how to
overcome these difficulties especially based on the past experiences. The owner of Company 6
stated that “past experience was indeed useful; it taught how to find the necessary self-confidence to
deal with the current crisis believing in our capacities” (Company 6).

As the interviews reveal, the crisis has been perceived by most of the companies before its
worst impact. Some of the enterprises were already facing difficulties due to the currency exchange
rate which, together with the economic and financial problems brought by the crisis lately, led to an
even more unstable situation. Some of the companies started to move before the crisis, having
understood the scenario in advance, therefore measures have been taken with the aim prevent a full
drop of the demand. Company 2 started to react before, anticipating the challenge that was coming.
Other companies did not react before and found themselves inside a tough environment. The
owners of Company 1, Company 6 and Company 7 stated that they did not know what to expect,
such long and structural problems where completely unexpected. Company 17 claimed that the
organization was prepared to deal with the crisis, but it arrived before and the management had to

anticipate the scheduled plans.
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5.1.2 STRATEGIES OF THE SURVIVING COMPANIES

Regarding the companies’ strategies, several firms applied a growth strategy during the crisis with
the intent to add new products and improve the existing ones. Company 3 and Company 7 adopted
a business diversification strategy with the aim to diversify their businesses investing in other
activities not related ceramic. In these two cases, the owners claimed that diversifying helped to
keep a necessary flexibility and a business open mind compensating the lower profit margins of the
ceramic business. Differently, Company 6, Company 13 and Company 17 chose a product
differentiation strategy due to the competitive advantage and the excellent quality and hard imitable
characteristics of their offers. From a practical point of view, the specific strategic decisions taken
to survive differ among each organization, as they are based on the resources that firm are able to
invest. The majority of the enterprises invested in product innovation, internationalization and new
markets, product diversification, fairs and exhibitions, originality and creativity, marketing and
branding, sales force. Company 13 focused on fashion trends and styling creation, as stated by the
owner “we transform anything, also forgotten shapes of 150 years old, into fashion” (Company 13).
Company 15 put great effort in research and development creating new materials and production
procedures protected by patents. From a different perspective, the generic strategies adopted by the
enterprises are mostly based on focus and differentiation strategy. Company 3 and Company 15 are
the only two survived companies having adopted a cost leadership strategy.

Most of the enterprises stated that there is not a real long term possibility of planning business
which, conversely, is limited to the short term. The owner of Company 5 said “how can we make
long term plans if we are not sure of what will happen in a week?” (Company 5). Nevertheless,
Company 2 and Company 6 present a precise distinction between long and short term plan stating
that it is fundamental to combine both of them in order to succeed. Company 17 has a defined long
term mission and a short term flexible vision which is constantly adapted and changed based on the
events and the market trend.

The operational decisions taken by the enterprises are mostly based on increased product
quality. This improvement was not necessary in the case of Company 2, Company 5, Company 13,
and Company 17 which already reached a higher quality standard before the market collapse.
Company 3 did not change the quality of its offer aiming to a strength based on low costs. However,
“incrementing the production quality is not a plus or something special, but a necessity for the
ceramic enterprises. There is nothing special on it, what matters and makes the difference is
something else, what you are able to give of yourself” (Company 9). Thus, together with an
improved quality, the enterprises took other measures cutting costs and expenses, extending the
product range, investing in promotion, reinforcing the brand and, improving the customer service.

Company 3 chose to maintain the same quality standards but lowered prices.
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All the survived organizations present strategic capabilities, mostly human resources -
intended as specialized employees involved in the production or decoration process. The
importance is confirmed by the respondents: “human resources are fundamental and I think they
constitute the 70% of the enterprises” (Company 17) and “the employees are very important not
only because they have experience and technical skills but also because they feel part of the
company, giving their best every day“ (Company 15). Other enterprises can also take advantage of
secret production processes or internal technical knowledge. Company 3, Company 13 and
Company 17 have additional strategic capabilities regarding: production processes, technical

knowledge and special mix of raw materials which is hardly imitable or protected by patents.

5.1.3 SURVIVAL AND PERFORMANCE

The companies interviewed adopted different methods to pursue the strategy set. Company 1,
Company 6, Company 9, Company 10, Company 14 and Company 15 chose to adopt an organic
development which is based on the companies’ own possibilities and investments. Company 3,
Company 7, Company 13 and Company 17 adopted a combination of both organic developments
and acquisitions of other firms or brands. The others chose an alliance approach, taking advantage
of the cluster and cooperating with other firms regarding fairs and customer service.

Regarding the evaluation method, Company 6, Company 7, Company 10, Company 13,
Company 15 and Company 17 evaluate the performance based on balance sheets and internal
parameters. Company 2 developed complex internal cost tables which must be followed in order to
keep the internal equilibrium. Other enterprises do not have a strict method of evaluation and the
performance is studied based on the profit making or clients’ reaction in terms of orders and interest
for the companies’ offer. Also strategies are evaluated differently since the majority of the
enterprises limit the assessment on feasibility. Company 6, Company 13 and Company 17 have a
more sophisticated evaluation method based on acceptability and suitability.

When companies have been asked about how they deal with the crisis and what allowed them
to survive all respondents highlighted the importance to adapt to the environment, to keep an open
mind, and the necessity to be flexible. Moreover, Company 6 highlighted that in order to survive
and grow it is fundamental to be original, thinking out of the box enhancing the personal creativity.
The owner of Company 5 stated that it is necessary to keep moving continuously searching for new
potential markets without establishing and focusing only on a specific one. Company 13 and
Company 17 worked on the anticipation of markets’ needs through establishing trends that may be
followed other enterprises. Despite the several problems, many entrepreneurs pointed out that this
crisis has been an opportunity for personal growth and improvement, rewarding the firms that have

been able to do deal with such situation. “This crisis brought improvements; you have to do your
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best if you want to survive” (Company 1). Looking back to the past, another owner said “l took a
look to a piece that | made ten years ago and | felt ashamed. There is no comparison with
nowadays production; | had the opportunity to grow and to improve myself” (Company 14). Other
entrepreneurs are less proud of the results obtained highlighted a lack of satisfaction in their job

since it needs more effort than in the past, but it is less rewarding.

5.2 COMPANIES THAT CLOSED
5.2.1 ECONOMIC CRISIS

According to these respondents, the crisis led to a difficult situation due to several problems; most
of the companies experienced high uncertainties due to lack of customers and continuity on orders,
and new markets to be explored. Political instability seems to be another important factor as mainly
stated by Company 19. As a matter of fact, all respondents pointed out that their difficulties started
with the introduction of Euro currency in the national system, which led to higher costs. The owner
of Company 18 said that the environment became harder for his company due to the high
competition with other firms within the same cluster. “We exported all over the world but a difficult
situation and stagnation like this | have never seen it before” (Company 20). Moreover, the
instability of the markets has been perceived by the respondents as a continuous fluctuation of
demand. Company 12 experienced a fall of the targeted markets leading to a complete stagnation of
the demand and forcing the management to close. Also Company 19 was influenced by the
instability of demand but the business was still going well when the owner decided to close. From
an internal point of view, all the firms stated that they had to face increasing costs and expenses
which made the business not profitable anymore. Company 20 particularly highlighted that the
lower profit margins have been a consequence of the price policies adopted in order to be able to
sell during the hardest years.

Most of the respondents did not experience an economic crisis before. Conversely, they
remember the past years as a continuous growth. Only the owner of Company 20 said that they
experienced a crisis in the past, but it did not help to deal with the last one because the environment

was are completely different.

5.2.2 STRATEGIES OF THE COMPANIES THAT CLOSED

Company 12, Company 18 and Company 20 adopted a growth strategy during the crisis, finding
internal resources to invest in new products or the upgrade of existing ones. Company 11 kept the
market focus strategy that was established before the crisis which combined low prices and high
quantities aiming on high scale production. The reason why the company did not change its plans is

due to the structure of the enterprise which production plants were specifically built for the
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production of high quantities. The owners of Company 16 and Company 19 did not set any strategy
during the crisis, neither before it. Thus, Company 11, Company 16 and Company 19 did not take
any strategic decisions to try to adapt to the new environment. The owners stated that they did not
know how to implement a change or were not willing to invest in their business since the retirement
age was close. Conversely, Company 12, Company 18 and Company 20 invested in product
innovation through new shapes and the implementation of new finishing processes. Company 12
also invested in product diversification through the production of new items which differed from the
company’s ordinary offer. Another difference can be detected on the generic strategies adopted;
most of the enterprises stated that none of the strategies listed was pursued or set since the business
was going well by itself. Conversely, Company 19 adopted a focus with specialization in defined
markets while Company 11 did not change the cost leadership strategy that was pursued before due
to the firm’s cost structure. All the respondents were able to plan their business only in the short
term due to lack of continuity of orders or incapacity of making strong future plans also in the past.

From the operational point of view, the enterprises analyzed took different decisions to deal
within the toughest years of the crisis. As a matter of fact, Company 12 and Company 18 focused
on a higher quality while Company 20 invested in internationalization seeking for cooperation with
different customers. The other respondents did not change the operational setting taken before the
crisis which was focused on medium-low quality and low prices.

All the companies analyzed recognized human resources as an important component of the
organizations, due to the skills developed by the artisans. “A talented person takes about six years
to learn how to make perfect ceramic flowers. That person is an artist, and creates art. But we have
not been able to give it a value selling our ceramic as art” (Company 19). The owner of Company
20 recognized also technical skills among the strategic capability of his firm while Company 11
could take advantage of production processes through the cost leadership structure established by

the firm.

5.2.3 SURVIVAL AND PERFORMANCE

The strategic method used to pursue the strategy during the crisis was organic development, as
claimed by most of the respondents. Company 18 was the only one working on alliances through a
form of cooperation with other firms regarding the purchase of raw material. Concerning the firm’s
evaluation, only Company 20 had a strategic evaluation method based on feasibility while the
others did not use any tool to evaluate how the strategy was performing. In the majority of the
cases, the organizational performance was studied approximately based on: clients’ reaction, orders,
and commissions. Only Company 11 and Company 20 used to evaluate the performance through

balance sheets and internal parameters.
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Regarding the way the organizations dealt with the problem of the crisis, the respondents
pointed out that maybe a lack of experience on previous similar situation influenced the way they
reacted. Company 12, Company 18 and Company 20 tried to adapt to the crisis implementing a
change that, for different reasons, did not work as expected. The owner of Company 12 decided to
close her business due to personal problems. However, a pure passion for the job still emerges from
her words “sometimes | go inside there, in the factory, and | close my eyes. And | still can see us
working on the production chain, | can see someone overturning the molds and | can hear the
sound of the furnaces. I miss it so much. To be honest, a part of my heart remained there”
(Company 12). The owners of Company 18 and Company 20 started to adapt to the new markets’
needs but then decided to close when they reached the retirement age. Differently, Company 11,
Company 16 and Company 19 did not take any specific measures in order to survive the crisis.
Regarding Company 11, the cost structure did not fit the company anymore when the demand fell
and customers’ preferences changed. As a matter of fact, the owners cut expenses trying to run the
business in a smaller scale but, due to the high costs, the enterprise had to close, trapped in its own
internal configuration. The owner of Company 16 decided not to invest since the business was
already going to an end. The case of Company 19 is different because the company, without
investing in a change, still had commissions and orders; however, due to increasing costs and late
age, the owner spontaneously decided to close the business. The passion of the entrepreneurs is still
tangible and, when possible, the creation of art continues as hobby. “This is what | have always
done in my life. This is why now I run my own small laboratory, because this is my life and passion”
(Company 11) and “if | would have the possibility to owe a small laboratory and a small furnace |
would still work with my wife, making our cute flowers and brooches, because it is still part of us”
(Company 19).

39



6. DATA ANALYSIS AND DISCUSSION

In this chapter the empirical information collected is analyzed together with the theoretical
framework presented earlier. In order to identify a pattern within the cases of study, summary
tables have been created.

6.1 DATA REDUCTION AND CRYSTALLIZATION

In order to make the information collected clearer and allow the author to process the data, the
responses have been filtered in order to locate the useful material. On the one hand, this process
helps the identification of possible patterns between the interviews and, on the other hand, it avoids
parts of disturbing or useless information to influence or hide the answers sought. This procedure
focuses mostly the historical background of the enterprises and the descriptions which was not
useful to answer the purpose of this dissertation. Moreover, the data collected has been filtered from
the information which is not relevant to answer the research questions such as irrelevant data and
descriptions added by the respondents. In this way, it was possible to obtain a more crystal
description of the organizations with specific interest around the strategic point of view. The final
output of this first phase is a condensed list of information of each case of study based on the

questions that have been asked (see Tab. 5, 6, 7, 8, 9 Appendix E).

6.2 DISPLAY OF CASES

As a second step, the author studied each case trying to identify the best way to show the
information collected and, at the same time, to make the data easier to be analyzed. A pattern
between the information has been identified based on companies’ performance. As a matter of fact,
the answers present visible differences also between the companies that are still operating in the
market. Thus, the company cases have been grouped into tables based on these four company
performance criteria: declined, stable, growth, closed.

The tables created highlight the key points of the results which will be used for the following
analysis. This approach has been chosen in order to make it easier to deal with the information
collected and also for being able to make a clearer presentation to the reader than otherwise

possible.

40



Survived(in total 14)

Not Survived

Declined(n=7)

Stable(n=4)

Grow (n=3)

Closed(n=6)

External Uncertainties

Internal Problems

Environment Change

Demand Fluctuation

Response Time

Political Instability,
Targeted Markets

Lack of Resources,
Increasing Costs

More Complex

Mostly Continuously

During the Crisis

Political Instability,
Targeted Markets

Internal balance,
Increasing Costs

More Complex

Mostly Periodically

Mostly Before the

Political Instability

Internal balance,
Increasing Costs

Mostly Stable

Mostly Stable

Mostly Before the

Targeted Markets

Increasing Costs,
Lack of Resources

More Complex

Continuously

During the crisis,

Crisis Crisis No Response
Previous Experience Mostly Yes Yes Yes Mostly No
Tab. 10 Environment Perception (Author’s elaboration)
Survived(in total 14) Not Survived
Declined(n=7) Stable(n=4) Grow (n=3) Closed(n=6)
Growth Strategy, Growth Strategy, Product
h
Strategy Adopted Business Product Differentiation, Gr(la\lvgtsti;c;ztegy,
Diversification Differentiation Growth Strategy &Y
F Strat Diff tiati
. Focus Strategy, Cost O.CUS r? e'gy, erentiation No strategy, Cost
Generic Strategy . Differentiation Strategy, Focus .
Leadership Leadership
Strategy Strategy

Strategic Decision

Operational Decision

Business Plan

Strategic Capabilities

Product innovation,
internationalization

Higher quality, cut
costs

Only short term

Mostly human
resources

Product innovation,
internationalization,
marketing and
brand
Higher quality,
customer service,
cut costs

Short term, long
term

Mostly human
resources and
production
processes

Marketing and
brand, product
innovation, R&D,
fashion trends
Higher quality,
customer service,
promotion, patents

Short term, long
term

Mostly human
resources,
production

processes and raw
materials

Product innovation,
No Strategic
Decision

Lower prices,
higher quality

Only short term

Mostly human
resources

Tab. 11 Companies’ Strategies (Author’s elaboration)
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Survived(in total 14) Not Survived
Declined(n=7) Stable(n=4) Grow (n=3) Closed(n=6)
Mostly organic Mostly organic Mostly organic .
. Mostly organic
Strategic Method development and development and development and y organ!
) - L development
alliances alliances acquisitions
- L Mostly no
. . L F lity, Mostl tabilit .
Strategic Evaluation Mostly feasibility easibi ',Y Ostly sui ab! ' v strategic
acceptability and acceptability ”
evaluation
Performance Mostly clients' Clients' reaction, Mostly clients'
. . Internal parameters .
Evaluation reaction Internal parameters reaction
Adaptation, Adaptation, Adaptatl.o'n, .
Entrepreneurs o o opportunities, Adaptation, No
flexibility, flexibility, .
Influence . . anticipation of change
willingfulness environment study
trends
L Too high costs
Closure Motivations . & ’
Retirement

Tab. 12 Performance and Survival (Author’s elaboration)

The cases of study have been grouped as follows. Companies which have been included in
“declined” are Company 1, Company 3, Company 4, Company 5, Company 7, Company 14 and
Company 15. Enterprises which presented a “stable” performance are Company 2, Company 6,
Company 8 and Company 9. Enterprises that experienced a “growth” during the crisis are Company
10, Company 13 and Company 17. Finally, organizations that did not survive or spontaneously
decided to “close” during the crisis are Company 11, Company 12, Company 16, Company 18,
Company 19 and Company 20.

6.3 DISCUSSION
6.3.1 ENVIRONMENT PERCEPTION AND CRISIS

In order to focus the discussion on the key points concerning the study’s purpose, the author chose
not to consider the variables external uncertainties and internal problems. Although this study
highlighted different answers among the respondents, both measures have already been largely
studied through extensive previous research making the discussion of these points not relevant to
any contribution. Moreover, a study of the cases disclosed an absence of information proving a
connection between these variables and the core strategies adopted by the enterprises.

A measure defining what changed in the task environment of the enterprises is the entrepreneurs’
perception of the crisis. Thompson (1967) supports the idea that companies try to contain the
uncertainty as much as possible in order to deal in a more stable environment. This research shows
that the Italian companies which managed to obtain a more stable environment had better
performance than the firms which perceived the market as more complex. So, dealing with

insecurity and new issues has been a necessary among the companies considered (Spremo &
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Prodanovi¢, 2013). Some enterprises have not been able to set a limit to the complexity faced,
seeing the market as more complex than before. The more successful firms have been able to accept
the situation and to set limits to the complexity, therefore claiming that the environment have
always presented natural difficulties (Simon, 1957; Spremo & Prodanovi¢, 2013). Thus, the
different results obtained by the enterprises studied shows that it is necessary to set limits to avoid
losing the pathway in a difficult market situation (Simon, 1957).

Companies that recognized a stable environment and obtained a better performance worked
on the establishment into markets which have not been strongly affected by the crisis. The results
disclosed that a more stable environment is also associated with a more stable demand. Thompson
(1967) and Antal & Van Den Bergh (2013) highlighted that a fluctuating demand may have a strong
influence on companies’ operations and plans, therefore the enterprises will do their best to smooth
the fluctuation as much as possible. As a matter of fact, the demand was mostly stable for the
companies with a good performance while - in the majority of the cases - it was continuously
fluctuating for the companies which did not survived or decreased during the crisis. A smoother
demand may also be a consequence of the response time which measures the time lapse between the
identification of a crisis and the execution of contrast measures. Following Ashby (1956) and
Thompson (1967), this research disclosed that the succeeding organizations tried to predict the
variables and the change which may occur in the future. Thus, the Italian enterprises which
anticipated the economic problems obtained a better performance than the others. The same firms
have been rewarded with a more stable demand and less complex environment. Conversely, the
scenario is different for the enterprises which declined and particularly for the ones that closed. In
some cases, the latter did not make any response.

Previous experience may also be another factor accounting for the performance of the
companies as stated by Capron & Mitchell (2009). The interviews show that most of the companies
which did not survive did not experience a crisis in the past and, in some cases, the owners did not
know how to react and what to do exactly. Having experienced a crisis in the past is not enough to
survive future scenario but it may always represent valuable information (Capron & Mitchell,
2009). Among the enterprises that survived there are differences on the way the past crisis have
been perceived. On the one hand, most of the respondents with past experience do not consider it as
useful due to the different scenario. On the other hand, the enterprises that experienced a crisis in
the past are also the ones which obtained a better performance, confirming the importance of having
a valuable source of information (Capron & Mitchell, 2009).

The variables considered are strongly related to the core strategy adopted by the enterprises
studied. A smoother demand may positively allow entrepreneurs to take investment decisions in the

longer term. Furthermore, seeing the crisis in advance and using previous experience as a source of
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information, might be a competitive advantage over the other companies helping to establish and to
choose strategies more clearly. Thus, firms experiencing the opposite scenario - characterized by
perception of more difficult environment, continuous demand fluctuations, need to implement a
new strategy during the crisis, and lack of information given by previous experiences - may

reasonably have tougher difficulties on setting the correct strategy.

6.3.2 COMPANIES’ STRATEGIES

The strategy’s discussion is focused on the measures adopted by the enterprises, aiming to deal and
survive the crisis in the long term (Patnaik, 2014; Porter, 1976; Fréry, 2006). Most of the firms
admitted of having started to set and think about a strategy due to the economic crisis, before that
such thinking approach was not needed. Thus, when the outcome became unknown due to the
economic crisis, leaders started to better consider the organizational aim, also as a response to the
effect of the crisis (Thompson, 1967; Porter, 1996).

The strategies applied by the companies analyzed are quite similar and have been called:
growth strategy, business diversification, and product differentiation. A “growth strategy” has been
so defined whether an organization interviewed set its priority on product innovation or product
revision. If the respondent highlighted that the firm adopted an approach based on expansion in
businesses not related the original one, the strategy has been called “business diversification”. Some
other companies focused on gaining competitive advantage through superior quality and service
guaranteed by a hardly imitable output; in this last case, the strategy has been called “product
differentiation”. Many of the enterprises that closed did not set any corporate strategy during the
crisis, while strategy has been recognized by the literature as a fundamental process to act according
to the future markets’ needs (Patnaik, 2014). Regarding the other companies, the most popular
strategy chosen is “growth strategy”. As a matter of fact, the new targeted markets requested higher
standard quality which requested new investments among the firms. The study also reveals that
enterprises pursuing a product differentiation strategy usually have been able to grow or to maintain
a stable performance during the crisis. Business differentiation has been pursued by some of the
companies that declined, with the aim to cover the loss of the ceramic business.

A different way to look upon the respondents’ strategies can be done through Porter’s (1980)
generic strategies theories. In this way it is possible to have a close up regarding the choices taken
considering the whole industry (Dess & Davis, 1984). The interviews’ results disclose that cost
leadership has not been a winning strategy since the companies that pursued it either decreased
either closed. The research discloses that focus on low prices is a completely diverse approach to
face the crisis compared to the markets’ needs and the changing economic Italian scenario. Some of

the firms that did not survive did not recognize themselves in any of Porter’s (1980) generic

44



strategies since the respondents never considered strategy implementation. Focus strategy is the
most common choice of the enterprises analyzed as it aims to serve a specific geographical market
or niche, taking advantage of MSEs strengths: flexibility and agility (Porter, 1980; Narjoko & Hill,
2007). A differentiation strategy has been followed by companies that performed stably or grew;
such approach has been combined either with product differentiation either with growth strategy, as
disclosed before. These cases seem to represent the best combination to achieve outstanding
performance. This has been supported by Porter (1980) and Nrjoko & Hill (2007) who argued that
differentiation strategy may lead to higher selling price, low competition, better results, and higher
profits.

The strategies pointed out by the respondents have been implemented within the companies
through operational decisions (Johnson et al., 2008). Continuous innovation seem to be the most
important factor to remain competitive which may lead to superior performance if considered part
of the core strategies (Madrid Guijarro et al., 2013; Trott, 2005; Tan et al., 2009; Sheffer & Frenkel,
2005). Product innovation is a common operational decision among the Italian enterprises analysed
since they represent the company itself (Doyle, 1989). A better product offer has been developed by
the enterprises through higher quality, extension of product range, implementation of new
techniques, creation of new shapes, and restyling. Bourletidis & Triantafyllopoulos (2014)
identified that product innovation may be a winning strategy for SME to survive the crisis. This
dissertation shows that product innovation itself is not going to be enough to survive or to grow
during a crisis. As a matter of fact, survived enterprises also recognized especially the value of
internationalization and marketing (Capar & Kotabe, 2013; Hilmersson, 2014; Yip, 2003).
Internationalization has been implemented and developed through investments in fairs and trips
abroad. Many entrepreneurs pointed out that adopting high flexibility among the markets served
was very important in order to survive, smoothing the demand fluctuations and leading to a more
stable performance (Hilmersson, 2014). Companies that remained stable and companies that grew
have also widely invested in marketing and branding, being the most relevant point for the firms
that experienced a growth. As claimed by Naidoo (2010) and Dannels (2002), the respondents
pointed out that investments in branding and marketing innovation helped to increase the sales and
to reach more inelastic segments. Marketing have been implemented by the enterprises analyzed
through excellent customer service, investments in catalogues and cooperation with professional
design studios on the creation of the companies’ images and brands. A distinction element of the
Italian companies which present the best performance is a further investment in fashion trends and
research and development of special materials protected by patents. These features led to superior
knowledge, high request of the customers, and distinction within the cluster enhancing the

differentiation strategy adopted (Porter, 1980). All these features together distinguish the best
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performing enterprises from the other firms, especially from the ones that did not survive the crisis.
The latter, in some cases, did not take any operational decision and did not start any change with the
aim to survive. Few of these respondents enhanced the product quality measures taken but, as it has
been disclosed, this standalone decision was not enough to survive. Eventually, many enterprises
cut additional expenses and costs when possible as a side measure complementary to the operational
decisions and strategies taken. From a broader point of view, the analysis of companies’ strategies
suggests that the enterprises which diversified and invested before and during the crisis performed
better than the others. This may lead to the conclusion that the more an Italian company invests, the
less its business is affected by external economic difficulties.

As pointed out by Patnaik (2014) it has become complicated for the enterprises to establish a
long term business plan due to the difficulties to rely on stable market conditions. The analysis
reveals that the enterprises which have suffered difficulties related their targeted markets have also
experienced strong difficulties on setting a long term business plan. Conversely, companies that
experienced a stable or growing performance have also been able to think in the long term. Thus,
the possibility to think in a long term approach might make easier to establish a strategy and to
decide whether to invest or not.

Another important aspect highlighted by the enterprises is the importance of their strategic
capabilities since these represents internal value and source of information which helped to deal
with the external problems arisen by the economic crisis (Thompson, 1967; Johnson et al., 2008;
Grewal & Tansuhaj, 2001). The importance of strategic capabilities in form of human resources has
been recognized by all the respondents. This is due to the characteristic of the industry which needs
high expertise and years of experience in order to learn the profession. Strategic capabilities may
constitute also of other resources and processes (Barney, 1991; Teece et al., 1997). Most of the
enterprises which performed stably or grew can also dispose of secret knowledge regarding
production techniques or processes. The majority of the enterprises that grew during the crisis also
have strategic capabilities regarding raw materials which are secretly mixed and created. Such
advantage is hardly imitable by the competitors due to the concealment of the process or because of
the patents protecting the discoveries. Strategic capabilities may also be responsible for the strategy
defined by the organizations since the entrepreneurs adopted an approach enhancing the
particularities of their firms. Thus, the growing companies’ success may be also due to a

combination between unique processes, materials and differentiation strategy.

6.3.3 SURVIVAL AND PERFORMANCE

With the intention to follow the study purpose and answer the research question, it is necessary to
remove the variables strategic evaluation and performance evaluation. This is because the author
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did not identify among the respondents any relationship between these points and the core strategy
adopted. While strategic method regards how the strategy has been set in motion, the purpose of the
variables that will not be considered it is just to measure the performance. However, it is still
interesting to notice the difference between growing companies and firms that did not survive. The
first ones present a defined set of tools to measure the results, the latter used to measure the

performance based on simple parameters, without a real defined methodology.

In order to implement the strategies chosen, the enterprises put great effort and their own resources
through organic development (Mognetti, 2002). While most of the enterprises that did not survive
used only their own resources to try to succeed, the survival firms also took other decisions based
on alliances or acquisitions (Johnson et al., 2008; Doz et al., 2011). Some of the enterprises that
declined and performed stably mainly focused on alliances taking advantage of the cluster features.
The cooperation was always spontaneous and regarded mainly participating in fairs and events as
single group, and creating showrooms abroad sharing the costs (Perry, 2002; Marki¢ et al., 2011).
In few cases the cooperation went further through production processes and products. Clusters have
been recognized by the Italian respondents as an important factor to increase competitiveness and to
enhance the brand perception (Grando & Belvedere, 2006; Pyke et al., 1990; Hoetoro, 2014; Marki¢
et al., 2011). The majority of the enterprises that grew based the development of their strategy on
acquisitions of firms that closed. In some cases - and as pointed out by Gaughan (2007) -
acquisitions have been pursued with the aim to exploit new capabilities while, in other cases,
acquisition led to a wider product range. Thus, the results obtained by the enterprises studied
confirm that cooperation and acquisition generally lead to better performance compared to organic
development (Hoetoro, 2014; Guaghan, 2007). Although the strategic method adopted may not be
relevant to understand the strategy chosen, it shows the way strategy has been implemented
highlighting the different leadership choices.

As a matter of fact, the strategies pursued and the performance obtained must be seen
according to the entrepreneurs’ perception and vision about both their own organizations and the
task environment. Most of the entrepreneurs claim that being adaptable and flexible helped to deal
with the crises (Narasimhan et al., 2005; Kossyva et al., 2014). Flexibility helped to keep an open
mind about the future and to accept different market requests. As stated by Champion (1999) this
study presents an overlap between leader and entrepreneurs since in the organizations analyzed the
owner is also the organization’s booster and the main responsible for all strategic choices. As
leader, the entrepreneur has to foster the change finding a way to implement it, which has been done
through diverse ways of thinking (Yukl, 2006; Connor, 1995). These cases showed entrepreneurs of
different personalities and with different aims and visions. Some of the entrepreneurs stated that

they survived thanks to the good structural and financial situation of the company before the crisis.

47



Some others recognized themselves as the means of change and took responsibility and merit for
the measures implemented during the crisis. Thus, the enterprises that grew during the time lapse
considered developed high resilience seeing the future as something that can be changed by
establishing trends. Many authors recognized the development of resilience as a successful factor, if
combined with flexibility and strategic thinking (Pal et al., 2014; Ismail et al., 2011; Weick et al.,
1999). Particularly interesting is the outside-of-the-box thinking approach presented by few
entrepreneurs which communicated the leader’s responsibility on company’s performance. The
result of this positive and outstanding way of thinking is a combination between knowledge and
beliefs on own capacities. As a matter of fact, the majority of the Italian firms that grew or
performed stably claimed that it is important to study the environment and the behavior of
consumers in order to understand the crisis. According to these leaders, once the crisis is understood
it is possible to see it in its integrity and the environment becomes opportunity for business and for
personal growth. Thus, the way a leader saw and perceived the crisis determined both the strategies
chosen and the organizational performance. A leader’s influence may be the reason why some of
the company cases have not been successful even though the companies presented potential
strategic capabilities while, in some other cases, the enterprise has been successful despite the initial
difficult situation and markets’ fall.

These are some strong differences among the successful leader characteristics previously
identified and the enterprises that declined or closed. Regarding the companies that decreased
during the crisis, some entrepreneurs dealt with the situation but are visibly tired and are waiting for
the retirement age. This may be a possible solution to explain the bad performance of the company
and the loath on investing on new strategies. Some of the former owners mentioned the importance
of adaptation but some others presented a mentality less flexible and not suitable to nowadays
scenario. Most of them closed because they reached the retirement age; indeed, costs were
increasing, and new investments were needed in order to keep the business going. In any case, the
passion for their job and the sacrifices of the past showed up clearly, as a reminder of what is really

needed to run an Italian ceramic company.
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7. CONCLUSIONS AND IMPLICATIONS

In this concluding chapter the findings from the analysis conducted in the previous chapter are
presented, answering the research question. The thesis concludes with the related theoretical and
managerial implications, the limitations defining this research, and suggestions for future research
within the field studied.

7.1 CONCLUSIONS

As discussed in the theoretical framework, several authors have analyzed the effects of an economic
crisis on companies’ strategic choices, highlighting different results and guidelines which vary
depending on the country considered and the perspective taken. Thus, this study aims on
contributing the research through studying the Italian scenario, trying to understand if the previous
research may fit this country case or if there are diverse features that may be highlighted.

The data analysis highlighted that there is not a unique core strategy adopted by the Italian
enterprises, since the entrepreneurs took different decisions and measures based on the resources
available and the firms’ background. Thus, a common winning strategy cannot be detected.
However, there are several differences regarding how the strategies performed and which results
have been achieved, disclosing a strong difference especially between firms that did not survive and
firms which grew during the toughest years of the crisis. More in detail, the Italian companies that
invested more during the crisis are the ones that performed better; while enterprises that did not take
specific measures or invested only on product innovation did not survive or experienced serious
difficulties. As a matter of fact, the successful firms did not limit their investments in a specific
direction; conversely, they adapted to the task environment through a major change giving high
importance especially to marketing, branding, and company’s image and perception. Investing on
product innovation is something necessary to keep the business going during a crisis but it is not
enough, and must not be seen as a standalone strategy. Moreover, the companies that best
performed are the ones that are better structured in terms of capabilities and internal organization.

Another finding is that the strategy efficiency and the results depend on an entrepreneur’s
perception of the environment as well as his or her personality. This study has been conducted
interacting within leaders with different personalities and diverse points of view regarding the crisis.
Thus, a demarcation line can be drawn between leaders with a vision which saw the crisis as an
opportunity, and leaders that saw the crisis as a problem aiming to reach the retirement. Eventually,
the leader’s personality influences the decisions and the strategy taken as well as their

implementation within the whole organization.
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7.2 THEORETICAL CONTRIBUTIONS

This study is based on a literature review built upon three main concepts: environment and
economic crisis perception, corporate strategies, and performance evaluation. Previous research has
been analyzed with the aim to comprehend how other enterprises dealt in a similar situation and to
understand if the finding identified by other authors may be extended to this study. Thus, this study
contributes previous research by testing them in the Italian case. More in detail, previous studies
identified the following specific strategies that should be adopted by enterprises in order to succeed
during an economic crisis: cooperation within clusters (Hoetoro, 2014; Marki¢ et al., 2011),
internationalization (Hilmersson, 2014), marketing innovation (Naidoo, 2010; Dannels, 2002;
Sheffer & Frenkel, 2005; Madrid Guijarro et al., 2013), flexibility (Narjoko & Hill, 2007;
Bourletidis & Triantafyllopoulos, 2014), development of resilience potential (Pal et al., 2014),
product innovation (Bourletidis & Triantafyllopoulos, 2014), and leadership (Champion, 1999;
Peters & Naicker, 2013). This research shows how the complexity of the Italian scenario cannot be

reduced to a specific strategy but, instead, needs integration between diverse perspectives.

7.3 MANAGERIAL IMPLICATIONS

Based on the findings illustrated in this research, managerial implications are provided. The
following guidelines are mostly proposed to the companies that have been studied. However, due to
the generalizability of this research, these guidelines may be followed also by general micro and
small Italian enterprises, not necessary related the ceramic business. Thus, in order to succeed
during an economic crisis and to reach outstanding performance the recommendations below should

be taken into consideration.

» Product innovation is a first necessary step every enterprise should take into consideration
during a crisis. If the crisis is perceived in advance, Italian companies should start to revise
their product before being affected by the crisis. As a matter of fact, this research discloses
that improving the quality offered and adapting the product to the new customers’ request, is

fundamental in order to survive.

> Investments in marketing and selling channels should also be considered by all enterprises;
this study highlights the more a company invests in marketing, the better is the performance
reached. This is particularly needed when the instability of the economic environment forces
an enterprise to change targeted markets. Marketing and selling processes should be adapted

to the new market pursued considering any cultural differences.
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» Companies that decided to cooperate within the cluster or to acquire other firms performed
better than the ones that pursued their plans with only own resources. Sharing knowledge
and costs is a strong advantage and, furthermore, enhance the competitive power of the
enterprises. Therefore, then a cooperation or acquisition is conceivable, Italian enterprises

should take this advantage.

> Flexibility and adaptability are fundamental and core elements of any strategy pursued.
Accepting the different conditions of the environment is the base to understand which
strategy must be pursued and to know how to implement it within the whole organizations.
These two features are common between all the respondents which survived the crisis and
the study shows how the market conditions must be effectively accepted by the

organizations, leading to a broader approach and accepting the change.

> In order to reach outstanding performance an entrepreneur should consider his or her crisis
perception, seeing the new environment as an opportunity instead of a limitation. This
dissertation highlights how leaders that are able to keep focused on their visions succeed and
obtain a better performance than all the others. Moreover, when considering MSE, the role
of the leader is the engine of the whole enterprise and the inspiration for employees and
people working around him or her. A strategy that is not believed or pursued with a positive

approach may not lead to the expected potential outcomes.

7.4 LIMITATIONS

Despite the several findings of this research, these should be seen according to some limitations.
First of all, this study is based on a qualitative research method conducted with Italian micro and
small enterprises. A quantitative approach has been considered but excluded due to the possible
difficulties on gathering reliable data and on the limited number of respondents. On the other side,
the newness of the industry investigated can be seen as a motivation for having chosen a qualitative
study instead of a quantitative one. Nonetheless, the findings identified are unexpectedly different
from the previous research conducted by other authors, highlighting how the Italian scenario differs
from other countries. This special characteristic makes the study generalizable within other Italian
cases and industries but not in other countries. On the other side, the different impact of the crisis
shows how the findings must be seen accordingly to the cultural differences existing among

countries.
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7.5 SUGGESTIONS FOR FUTURE RESEARCH

The findings have disclosed several possibilities for further research within the field which may
contribute to expand the knowledge about companies’ strategies during economic crisis.

Particularly, this dissertation highlighted how the leader personality and perception of the
threat influence the strategic decision, as well as its implementation and result. In fact, the best
performing enterprises are the one guided by a charismatic person with a perception of the
environment completely different compared to several former owners. Thus, a future study may
consider deepening the research within this feature, analyzing the personality of the leader and how
this is related to company’s performance and strategy implementation. There are several
possibilities in this direction which include to conduct a qualitative research among the same cluster
considered, or to consider a quantitative study including a higher number of respondents.

Future research is needed also in the cluster considered to further explain the effects between
the variables and the strategies highlighted by these findings. A statistical research may measure the
correlations between the strategies pursued and performance, with the aim to build stronger
statistical results. In this case, the research may go further including more companies and
identifying possible external explanation not considered in this study.

Concluding, the cluster presents possibilities also for an historic research which may aim to
compare how the crisis in the past affected the enterprises and which are the common features or
the differences with the last economic crisis considered in this study. The majority of the
respondents experienced economic difficulties in the past and often highlighted how the scenario
was different. Therefore, a study in this field may be useful to understand what changed in the past

years and what may be expected in the future.
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APPENDICES

APPENDIX A - THE ECONOMIC SITUATION IN ITALY (2005-2012)

2005| 2006| 2007| 2008| 2000| 2010 2011| 2012
Total number of companies | ;5. | 3965 | 2042 | 4055 | 3.998 | 3985 | 3971 | 3.954
(million)
Small and Micro enterprises | 5, | 3957 | 4006 | 4025 | 3972 | 3961 | 3.946 | 3.930
(million)
Small and Micro enterprises | 15300 | 49148 | 18325 | -52531 | -10812 | -15311 | -16072
(absolute variation)
(S(‘,ga" and Micro enterprises | o939 | 9938 | 9912 | 99.27 | 9935 | 99.40 | 99.38 | 99.40
Medium and Big enterprises | 24309 | 24850 | 35617 | 29523 | 25843 | 23993 | 24617 | 23656
Medium and Big enterprises | 541 | 10767 | -6094 | -3680 | -1850 | 624 -961
(absolute variation)
'(V'%e)d'um and Big enterprises | o | (63 089 | 073 0.65 061 | 062 | 0.60
Total Population (million) 58.607 | 58.941 | 59.375 | 59.832 | 60.193 | 60.483 | 60.626 | 60.916
Small ad Micro enterprises | oo | 5067 | 0067 | 0067 | 0.066 | 0.065 | 0065 | 0.065
(per capita)
Suicides rate
(indox 2007-100) 107 98 100 127 165 158 142 151
Unemployment rate
(imdlox 2007-100) 125 109 100 111 127 139 141 147
Real GDP grow (%) 0.9497 | 2.0064 | 1.4742 | -1.0498 | -5.4814 | 1.7105 | 0.5868 | -2.2676
Foreign investments grow (%) 1.6635 | 3.1958 | 1.5986 | -3.077 | -9.9411 | -0.5457 | -1.9428 | -7.3990

Tab. 1 (Data Source: Eurostat, Istat and OECD. Author’s elaboration) - Data not available “na”
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Fig. 1 (Data Source: Eurostat. Author’s elaboration)

Notes: The number of enterprises is always negative since 2009. The trend seems to follow the Italian GDP.
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Fig. 2 (Data Source: OECD Statistics. Author’s elaboration)
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Fig. 3 (Data Source: OECD Statistics. Author’s elaboration)
Notes: Foreign investment and GDP trend are correlated.
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Fig. 4 (Data Source: Eurostat and Istat. Author’s elaboration)
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APPENDIX B - THE CERAMIC CLUSTER OF BASSANO DEL GRAPPA

The north-east of Italy has been recognized as a favorable area for the industry since the time of the
Roman Empire (Osservatorio Distretti, 2008). Later on - subjected to the Republic of Venice - the
good conditions that have fostered the development of ceramic in the area of Bassano del Grappa
since the XVII century are several: a subsoil full of clay and kaolin was the most important
condition, but also Brenta River had a major role. As a matter of fact, the water flow has been used
for the transportation of wood necessary for the furnaces and to empower the mills. In the same
time, the precious Chinese porcelain and the Dutch imitation reached the Republic’s markets, due to
the high demand for this high-class precious material. To stimulate the internal production, the
senate of the Republic set tax benefits for the enterprises that were able to produce a higher quality
of ceramic and porcelain. In 1732 the ceramics of Bassano del Grappa have been recognized as a
superior value - the Republic of Venice gave special authorization to few producers to exhibit and
sell in Venice main square, a honor reserved only to the best (Ceramica Bassano, 1995). Original
ancient pieces of ceramic art coming from the area of Bassano are nowadays shown in the most
famous museums of the world. The region where the ceramic developed the most has been called
“the six communes”: Nove, Bassano, Marostica, Rosa, Tezze, Cartigliano; an area geographically
located at the foot of the Prealps, between Venice and Verona (Ceramica Bassano, 1995). The local
industry grew and developed especially between 1960s and 1970s, thanks to the Italian economic
growth and the experience acquired by the employees which were continuously starting new
enterprises (Ferronato, 1982).

In 1971 the area has been recognized as a cluster. Since that time, the cluster had experienced
ups and downs, due to the international competition of other markets and the difficulties of
balancing of the traditions while innovation and fashion trends were changing fast. Moreover, the
mechanization of the production process together with the high demand for cheap products,
changed the way of making ceramic, switching from unique pieces to high standardization
(Ceramica Bassano, 1995).

The industry experienced a first structural economic crisis in 1982, a late consequence of the
“1970s Oil crisis”. The causes are several: macroeconomic factors, local competition between the
enterprises, price competition, and a high standardization of low-cost products are only the major
causes (Ferronato, 1985; Ferronato, 1982). The crisis left visible marks on the social and economic
environment cutting the number of operating companies and the occupation (Ferronato, 1984).
Twenty years later, the events of “9/11” brought a major change in the world equilibrium with a
new financial crisis and the necessity to look for other markets and new customers. These events,
together with the economic difficulties brought by this new crisis, highlighted the necessity to adapt

to new markets and requests.
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As a matter of fact, nowadays the production went back to personalization and unique pieces

seeking for the exclusiveness that characterized the cluster in the past (Ceretta et al., 2013).

1961 | 1971| 1981| 1991| 2001 | 2007 | 2008 | 2009| 2010| 2011| 2012

Total number of 112 | 247 | 736 | 501 | 332 | 264 | 246 | 237 | 225 | 215 | 209

companies

Micro enterprises na na na na 274 222 224 212 199 189 183

Small enterprises na na na na 56 41 19 22 23 23 23

Meo"“”.] and Big na na na na 2 1 3 3 3 3 3

enterprises

Micro enterprises

(%) P na na na na 82.53 | 84.09 | 91.06 | 89.45 | 88.44 | 87.91 | 87.56
mall enterpri

(S%)a enterprises na | na | na | na |16.87|1553| 7.72 | 9.28 | 10.22 | 10.70 | 11.02

Micro and Small
enterprises (%)
Micro enterprises
(absolute variation)
Small enterprises
(absolute variaton)

na na na na 99.40 | 99.62 | 98.78 | 98.73 | 98.67 | 98.60 | 98.56

na na na na na na 2 -12 -13 -10 -6

na na na na na na -22 3 1 0 0

Total Employees 1996 | 2523 | 3475 | 2526 | 1703 | 1160 | 1247 | 1334 | 1330 | 1149 | 1176

Mean number of

17.82 | 10.21 | 4.72 5.04 5.13 4.39 5.07 5.63 5.91 5.34 5.63
employees

Tab. 2 (Data Source: CCIAA Vicenza on Infocamere, Ferronato, Istat. Author’s elaboration) - Data not available “na”
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Fig. 5 (Data Source: CCIAA Vicenza on Infocamere. Author’s elaboration)
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Absolute variation of small and micro enterprises in
the cluster of Bassano del Grappa (20R812)
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Fig. 6 (Data Source: CCIAA Vicenza on Infocamere. Author’s elaboration)
Notes: Small firms suffered the crisis before micro enterprises in 2008 but the trend then reversed.

Number of employees in the cluster of Bassano del
Grappa (20072012)
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Fig. 7 (Data Source: CCIAA Vicenza on Infocamere. Author’s elaboration)

Number of enterprises in the cluster of Bassano del
Grappa- Historical trend (19612011)
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Fig. 8 (Data Source: CCIAA Vicenza on Infocamere, Ferronato. Author’s elaboration)
Notes: From 1961 till 1981 the cluster grew thank of the development of Italian economy. Since 1981 there is a
progressive loss also due to economic crises: Oil Crisis of 1970s (1980), 9/11 (2001), Great Financial Crisis (2008).
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APPENDIX C - INTERVIEW GUIDE

Position of the respondent:
Number of employees in 2007:
Number of employees in 2012:
Company status:

PART A - ECONOMIC CRISIS

1. What can you say about the company’s history and the events of these last ten years?
2. How often in these ten years did you experience a fall of demand? (if experienced a fall)
2.1 How did you react when the demand decreased? (if experienced a fall)

2.2 How did this affect your company? (if experienced a fall)

3. Which are the main uncertainties that you experienced during the crisis of 2008?

4. How did you react to this situation?

4.1 How did the environment become more complex?

4.2 When did you start to move to contrast the difficulties brought by the environment?
5. Have you experienced a crisis before?

5.1 Did previous experiences help you to deal with this last crisis? (if experienced)

6. How did the crisis affect the decision making process inside the organization?

PART B — COMPANY’S STRATEGIES

7. How do you in your company work with strategy?

8. Do you have a distinction between long term and short term strategies?
8.1 During a crisis is it better to focus on long-term or short-term strategies?
8.2 Do you have a business operational plan in the long term?

9. What was the strategy before the crisis?

9.1 What was the strategy during the crisis?

9.2 What is your current strategy?

10. How do you implement a strategy in the whole organization?

11. Which is your company’s generic strategy?

12. Does your firm have some strategic capabilities?

12.1 Do you have specific knowledge or production processes?

12.2 Do you have specific and important human resources?

12.3 How could you make use of those resources and knowledge in the period of crisis?

PART C - SURVIVAL AND PERFORMANCE

13. How do you keep track of how your company is performing?

13.1 Do you use any criteria to evaluate your company’s performance?

14. How do you evaluate your strategy’s performance?

15. Which method did you use to pursue your strategy?

16. Why do you think you survived/did not survive the crisis?

16.1 What did you do exactly?

17. How do you think that the strategy you chose influenced your performance? (recaptured)
18. If you didn't have to close, what would you like to have done? (only for closed firms)
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APPENDIX D - INTERVIEWS’ RESUME

The complete recordings of the interviews are available in electronic format (Italian language) and
can be provided upon request. Please send an email to campagnarogabriele@gmail.com if you have

any requests or enquiries.

Interview Company 1 (08/03/2015 15:40)

Micro enterprise, owner, -30% employees during the crisis, survived.

We experienced a big decrease of demand which led to a loss on continuity of orders. We perceived
that the scenario was changing and a crisis was coming but we reacted afterwards because we were
not prepared to deal with such kind of situation. We had some crisis before, but the previous
experience did not help to deal with the current one because each crisis is different one another.
There is not long term planning due to the uncertainties of the market. Before the crisis we did not
have a strategy, we were just answering the demand, producing high quantities for a low price and
without high quality attention. During the crisis the first step we took was cutting the prices and
trying to contain the costs as much as possible. However, it did not help us much. Thus, as a second
step, we adopted a strategy focused on restyling through innovation of the existing products, slowly
changing targeted markets based on higher quality. We try to catch the opportunities that are
coming up, but we need to adapt continuously to the changing market. This is the same strategy that
is pursued now. We have human resources which are considered as strategic capabilities, the
workers’ expertise was fundamental to survive the crisis. We probably survived the crisis thanks of
the good financial position built in the past. Moreover, it was fundamental the fact that we realized
that a change was needed, we accepted it and we slowly understood how to implement it.

Interview Company 2 (09/03/2015 10:30)

Small enterprise, owner, same amount of employees during the crisis, survived.

We did not experience particular difficulties during this last economic crisis, having had a worse
time during in 1990. The crisis has been perceived in advance so we started to move in order to
prevent the consequences, looking for product differentiation. Moreover, the past experience helped
to understand the signals of the market. The company is based on a long term strategy which key
points are flexibility and the continuous analysis of markets and trends in order to anticipate the
future and to move as consequence. We believe that a long term plan is the best approach in order to
survive a crisis. Before the economic crisis there was not a real strategy or a plan however, when
the first signals reached the company, we immediately started to move. The same strategy is still

pursued now with good results. We have high expertise on some specific items which, together with
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a personal style and the skills of employees, can be considered as strategic capabilities. For sure the
choice of high quality and differentiation of products has been the key to succeed. An important
keyword in the organization is equilibrium, which can be explained as a continuous internal

evaluation of our business through costs and plan tables and schedules.

Interview Company 3 (09/03/2015 15:30)

Micro enterprise, owner, -40% employees during the crisis, survived.

The environment became unstable due to the lack of buyers. We experienced some crisis in the past
years but | don’t think the experience helped because it was a totally different context. I found
myself inside the crisis when it reached our market; it was not possible to predict it so we couldn’t
take any preventive measures. Our strategy is based on an approach of acquisitions of other
companies, from other businesses in order to make a diversification of the family business. Due to
the lack of continuity it became impossible in these last years to plan a long term future; we are
limited in the short term. We have a mission that we pursue but not a real long term plan. Before the
crisis we specialized in a specific field of production based on continuous innovation and
implementation of clients’ feedbacks. During the crisis we thought that the best choice was to keep
the specialization and the know-how we accumulated in the past. Moreover, we lowered the selling
price, and we searched for new markets. We have special raw materials and production techniques
which can hardly be imitated by the competitors. What allowed us to survive so far was keeping a
flexible and adaptable mind together with the good financial position before the crisis. It is also
important to highlight, as determinant factor, the diversification in other businesses (which

compensated the unstable results of ceramic).

Interview Company 4 (09/03/2015 16:50)

Micro enterprise, owner, -25% employees during the crisis, survived.

For us this crisis represents a situation of general confusion. We experienced crisis in the past but
this one cannot be compared. | saw the crisis coming before but we did not expect such serious
situation, we were totally unprepared to deal with a change like this. Due to the unclear situation it
is not possible to work and plan in the long term, so we try to follow trends which can be
considered our guideline. Our strategy is based on the attention for the costs, and the development
of relationships with our customers through a high service. Before the crisis we were just focused
on our major targeted market and all the effort was in that direction. With the crisis, we had to do a
major change which is based on internationalization, higher quality, and originality of the products.
We don’t have any secret knowledge, but we have human experience and skills that are hardly

imitable and which take years to be learned. We survived the crisis because we control every small
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cost, and because the new customers were satisfied of our creations. This has been reached through

a high research in originality and quality, being dynamic and market flexible.

Interview Company 5 (10/03/2015 10:30)

Small enterprise, owner, -30% employees during the crisis, survived.

We did not experience a real crisis and we did not have additional uncertainties in these last year.
What really changed is the cost structure, costs are always increasing and this is limiting our
business. We saw that something was coming, a crisis was approaching, but we did not start to take
specific measures on time because we did not know what to expect. We have previous experience
which is positive because it taught us to keep moving, keep flexible and to bear in mind that is
necessary to change markets continuously. Since the environment is changing continuously, it is
impossible for us to plan and maintain a long term plan. Our strategy is based on a flexible
approach and market adaptation. We continuously search for new markets and keep a dynamic
position. We also increased quality and we innovated on products through new shapes and
techniques, but the most important point is to keep flexibility. We have special production
techniques based on internal knowledge and we have important human resources which have been
shaped since years and are vital for the survival of the company. The real problem of this crisis is
the increasing political costs and higher taxes, the demand is still there. In order to survive, it is
necessary to keep the flexible approach we pursued so far and to present an original product

building company’s image.

Interview Company 6 (10/03/2015 15:10)

Small enterprise, owner, same amount of employees during the crisis, survived.

We had some years of difficulties but due to a wrong product, it was our fault. We experienced
economic crisis in the past and it was useful because it taught us how to keep self-confidence and
focus towards goals, but we also have to keep in mind that each crisis is different. We did not
expect to see such kind of crisis, it was impossible to predict it, but we contained the worst effects
thank of the strategy that we started to implement since before. Our company is based on a long
term strategy which is built on innovation and creativity. In the short term this means to convert the
mission into an operational process which consist of three phases: do, propose, evaluate. The
strategy performs well when there is a balance between the long term and the operational short term
leading to a stronger brand and image. In addition, we increased the production quality and we
improved the customer service. We have human resources which are fundamental for the
development of the organization, but it matters also the working place and the internal atmosphere.

We survived the crisis because we have done huge investments in marketing and our sales channels;
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this led to higher costs but also to closer relations with our customers. The success may be seen as a
combination between the selling force, the investment in company’s image and the creativity which

characterizes our production.

Interview Company 7 (10/03/2015 17:00)

Micro enterprise, owner, -30% employees during the crisis, survived.

The uncertainties of this crisis are high due to the lack of production planning and the difficulties to
predict what to expect from the future. We made a major change before the crisis changing
completely our production, but it did not help us much to deal with nowadays problem because of
the political instability and the lacks we have as small enterprises. We perceived the crisis coming
but we were not prepared to deal with it. We have previous experience but the scenario was
different, and the structure is not the same too. To make a plan in the long term is impossible due to
the lack of continuity as well as the continuous political changes. As small enterprise we also lack
of marketing resources, we would also need an internal designer but we don’t have resources. Thus,
our future is just based on short term plan of fairs and orders. Before the crisis it was different, we
didn’t even have time to think about strategy. With the crisis this became a necessity, so we started
to look for new markets and specialize on high quality and continuous product innovation.
Regarding strategic capabilities, we have special techniques and know-how on color techniques. We
survived this crisis because our company was financially stable and the past profits helped to save
the organization. Another important feature is the diversification that we have done into other

businesses not related ceramic which protected and saved our assets.

Interview Company 8 (11/03/2015 09:20)

Micro enterprise, owner, same amount of employees during the crisis, survived.

With the crisis we lost the old markets where we were established and we did not have continuity
on orders anymore. | saw the crisis coming and immediately | started to search for new markets. We
have experienced a crisis before which is positive, because it taught how to react to unexpected
events. The difference with the past is that there is not possibility to plan the long term future. There
is not a real plan, it is more a continuous adaptation to the markets and the possibilities they offer.
Before the crisis, we did not have any strategy or approach, we were just producing. Nowadays we
are focused on diversification of customers, trying to select, when possible, customers that may lead
us to a better result. Moreover, we also increased the quality of our products. We have special
knowledge regarding some production cycles, and really important know-how developed by our

human resources, so these both are strategic capabilities. We survived because we invested in a lot
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in marketing through the participation to new fairs abroad. Moreover, we worked a lot to improve

the product developing new shapes and enhancing the quality.

Interview Company 9 (11/03/2015 14:50)

Micro enterprise, owner, same amount of employees during the crisis, survived.

In general it is difficult to do business nowadays; there are smaller profit margins which affect the
increasing costs. In our case, we saw the bad time coming, it arrived with a slow continuous
decrease of sales. Thus, we started to move immediately trying to be flexible and dynamic as much
as possible. We have some previous experience regarding crisis and it helped a bit because, even if
the context is different, we learned how to keep focused. Due to the uncertainties of the
environment it is not possible anymore to make a long term project due to the changes that
everyday occur. We tried several strategies in order to survive, with different results. Finally we
succeed through a strategy of market adaptation. We search for new markets and then we try to see
if it is possible to establish there, and what we can do to succeed. Our strategy is a high quality
offer, merged with a total service to the customers. Moreover, we worked on our sales channels, our
logo and marketing. This allows us to select the customers we are working with, aiming to clients
with a vision. | believe we are the leaders for shape and quality regarding our type of product. We
have human resources which are important but I don’t think this helped us to survive. | think we
survived the crisis thanks to personal capacity of the owners and creativity. Improving the quality is
important and needed in order to keep going with your business, but you also need something more

which, in our case, is capacity.

Interview Company 10 (12/03/2015 13:50)

Micro enterprise, owner, +70% employees during the crisis, survived.

The biggest uncertainty brought by this crisis regards the exchange rate with other currencies. | saw
the crisis coming years before but we did not expect something like this, so we were not prepared to
deal with this complicated situation and we found ourselves inside it. We experienced a crisis
before, but it did not help much since this one is structural while the past crises were just temporary
falls. My strategy consists on pursuing my own view and specialization without being influenced by
the environment. Before the crisis we did not have a view or a strategy because it was not
necessary. When the crisis started to affect our markets, we moved immediately increasing quality,
details, and investing a lot in marketing through new advertisement channels and promotion. We
have important know-how within our working force, lot of ideas and motivation came also from the

employees. We survived this crisis because we are a family, the company is a family, and this
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helped us to adapt to the circumstances. What we have done, probably, was not going to be enough

if we were not thinking as a family.

Interview Company 11 (12/03/2015 17:40)

Small enterprise, former CEO, closed in 2013, not survived.

We did not have continuity on orders anymore because our customers moved to other markets. With
our big production chain and fixed costs structure it became more and more expensive to run the
factory. We saw the crisis coming because it was a slow process, but we couldn’t do anything about
it, it was going to be too expensive to change production. We did not have previous experiences.
We never had a clear distinction between long term and short term strategy, the approach was based
on production. There was no need to set a strategy before the crisis, we had orders and we were
producing, it was simple business. When the crisis started to affect our business we tried to keep
going in the same direction we were working before but we couldn’t make it. Slowly we started to
cut the employees until we closed. We had plants and production system to produce high quantities,
SO it was going to be a very big cost to change everything adapting the factory to a different
production. We had special production plants as well as specialized employees which were making
us the biggest company of the district. We did not survive the crisis because we could not adapt to a
different market need. Moreover, we had too many employees and too many co-owners which
could not take a decision about what to do exactly. But | think the most important point is the cost
structure, which did not allow us to keep going anymore.

Interview Company 12 (13/03/2015 09:40)

Micro enterprise, former owner, closed in 2010, not survived.

With this crisis we did not have continuity on orders anymore. It came like a slow continuous
decrease of the demand, so we perceived it few months before it came. We did not take any
measures before because we did not know what to do. We did not experience any crisis before,
business was going well. In the past, we did not have a real strategy, clients were finding us and we
had work to do. When the crisis came we started to move, we invested in new shapes and in
restyling of the old production, trying to create a new futuristic collection. We were preparing to
deal with the crisis and we were going to make it, I am sure of this. The point is that we had
unexpected personal problems and, with these events, our motivation was gone. We would have
overcome it, because we had a very genuine passion for our job. But we did not have motivation

and stimuli to go on anymore.
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Interview Company 13 (13/03/2015 14:50)

Small enterprise, owner, +40% employees during the crisis, survived.

We did not experience a crisis during these years but a growth. | think that the crisis did not affect
us because we were already moving to different markets before so by the time that the crisis
reached Europe we were already set somewhere else. We experienced some minor crisis in the past
but the experience did not teach a lot, honestly I have done the same mistakes. Anyway, the
environment was different so it is difficult also to compare. In my vision | never set a purpose or an
object to be reached; instead |1 work every day with the idea to change and innovate based on
fashion and trends. So I don’t set a time limit or a long term purpose, but the time of fashion and
markets define our strategy. Our strength is based on the combination between innovative products
and a personal style, different from all competitors. We always keep moving and changing. From
the operational point of view, we invested a lot in marketing, in company’s image, in continuous
innovation, and in excellent quality. These are the same key points we also applied before the
economic crisis with great results. We have lot of internal production secrets regarding raw
material, techniques and skills. Moreover, also human resources are fundamental and | believe they
are one of the reasons of our growth. We survived the crisis because we were already established in
markets that have not been affected by the economic crisis, also the past experience regarding big
items and high quality helped. But our first and most important strength is the continuous
innovation and the anticipation of trends.

Interview Company 14 (13/03/2015 15:40)

Micro enterprise, owner, -40% employees during the crisis, survived.

There is not the continuity which is necessary to run a company and to have stability. | saw the
crisis coming but I didn’t know what to do, I start moving when | was already inside it. This crisis
was the first one that we experienced, in the past we always worked very well and with continuity.
We don’t have any long term plan due to the impossibility to plan the future and to develop a
project. Before the crisis the customers were making and creating the trend, so there was not a real
strategy. This crisis has been the opportunity for us to improve because customers are more
demanding. Thus, we increased the quality of production and we invested in technology. Nowadays
we take care of the contact with customers, giving them the right importance. We survive because
of our willfulness and the need to go on until the retirement. | believe that my decisions influenced
the result we had, and a great role has been done by the development of more technological

channels to stay in touch with our customers.
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Interview Company 15 (17/03/2015 14:40)

Small enterprise, owner, -10% employees during the crisis, survived.

We did not experience a deep crisis in the previous years, but some difficulties last year, before the
demand was kind of constant for us. We saw the crisis approaching but it did not influence us
because we were already set in other markets which have not been directly influenced. I don’t have
particular previous experience on crisis; things always went quite well in the past. However, we
understood that it is necessary to keep flexible and adaptable, trying to do the best out of the
environment’s difficulties. We do not have any long term plan, except for exhibitions which need to
be booked in advance. We can say that the strategy we are adopting now is a direct promotion of
our product within old and potential customers through direct trips abroad. Before the crisis there
was not a particular strategy since it was not needed. During this crisis we established stronger
relationships with customers that have not been affected by the economic default and we focused on
products that can be useful. We also started a better adaptation process through an internal
reorganization of tasks. We have production techniques that allow us to match high quality with the
best price within the cluster. Moreover, employees are very important because they really care of
the organization. | think we survived the crisis thank to the good financial and structural

background of the organization. Also specialization and good customer service had a great impact.

Interview Company 16 (17/03/2015 15:50)

Small enterprise, former owner, closed in 2009, not survived.

The whole environment became really uncertain; we did not have orders anymore and continuity on
our work. We saw the crisis coming because it was a slow decrease, but we realized afterwards that
it was a really complicated environment, we were not expecting it. Before these last ten years | have
never seen a crisis, business was good and production was going constantly well. We never had a
real strategy because we didn’t need it. Before the crisis we were producing low cost products,
characterized by medium-low quality. When the crisis arrived, our targeted market disappeared and
we did not have customers anymore. So, during the crisis, we tried to do some new items, but we
did not have customers. We had some employees that were particularly important and were giving
an added value. However, due to the complicated situation, we decided to close. My sons were
already employed somewhere else, and | was already in retirement, so it did not make sense for me
to keep the company opened with all the problems the crisis was presenting. | lost motivation

because | saw that it was just going to be a hard future without satisfaction.

Interview Company 17 (18/03/2015 11:10)
Small enterprise, vice president, +200% employees during the crisis, survived.
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We did not experience an economic crisis but a continuous growth. We renovate the company every
ten years from the managerial and production point of view, in order to keep the necessary
flexibility. 1 think the market is highly affected by a general political instability which is slowing
down the economy. We saw the crisis coming and we predicted it because we knew it was going to
affect our markets too, but we recovered fast anticipating plans and changes that were scheduled for
the future. We have experienced periods of difficulties and crisis in the past but that experience did
not help a lot, because this economic crisis is different from the others. We have a precise
distinction between mission and vision. Our mission is always the same and is what we pursue in
the long term. The vision is separated in two parts, the vision in the long term and the vision in the
short term. The latter is adapted every three months depending on events and circumstances. Before
the crisis, our strategy was based on a limited product choice in order to work with big volumes; it
was mostly a production approach. In order to escape the crisis we had to change our plans adopting
a customer approach which is based on excellent service, development of relationships, and
investments in marketing and company’s image. We have strategic capabilities; we have patents
regarding special material compositions, knowledge, and production processes. | think our company
establishes the trend that is afterwards followed by the other enterprises, through innovation and
creation of style. In this perspective, we have created a special new material composition that we
believe has enormous opportunities. We also have specialized employees and | think they are really
important. We went over this crisis thank of investments in our sales department and an improved
customer service. Moreover, we combined this approach with high quality product and huge

investments in our brand and image.

Interview Company 18 (18/03/2015 13:30)

Micro enterprise, former owner, closed in 2007, not survived.

The environment was highly competitive, the exchange rate was really unstable, and costs were too
high to keep profit margins. We saw the crisis coming before as a slow process. | never experienced
a real crisis before, business was great and we always worked full time. Due to the problems I
mentioned, it was impossible to plan the long period, the only plans we had were based on fairs.
Before the crisis we did not have problems on sales, we were producing our items and customers
were buying without us putting any effort. Our offer was characterized by a wide range of products,
medium quality, and low prices. When the crisis caught us, we tried to implement a change making
some new products, but we could not change customers and adapt to the new market conditions. We
had specialized employees and | think it is fundamental to have such kind of treasure. | decided to
close because | reached the retirement age, my son took his own way, and | did not have motivation

anymore. | made something out of my life, so for me it was over.
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Interview Company 19 (18/03/2015 14:40)

Micro enterprise, former owner, closed in 2012, not survived.

During the crisis we had increasing costs but we survived it quite good, we had business and we
closed while customers were still sending orders. The problem was that profit margins were too low
to cover the expenses and the political costs. We felt the crisis, it was a constant fall, but we did not
know how to react before. However, we managed it, and we kept going until we were tired, |
reached the retirement age and we closed. Before this crisis we always worked very well. We did
not have any strategy or plans; we were just producing scheduling the work depending on fairs,
nothing else. The line we were pursuing before the crisis was very good quality products with a
good price. When the crisis arrived, we didn’t have to change production because we still had
orders, we were selling quite well. Point is that we were tired of the tough situation, and preferred to
close than to work without covering the costs. We had specialized human resources which | believe
were giving an added value due to their expertise. Our choice has been influenced also by some
factors: we did not have internet or other channels to sell except fairs which are expensive and
request important investments. Moreover, in order to keep opened it was necessary to invest in new

shapes and facilities, and we could not afford it.

Interview Company 20 (20/03/2015 11:20)

Micro enterprise, former owner, closed in 2009, not survived.

During the crisis, I noticed a change on customers’ tastes which needed a new business approach.
We could not schedule a continuous production anymore. | saw the crisis coming but we were not
prepared, we didn’t know what to expect from it. When we started to feel the consequences, firstly
we tried to contain the bad effects and then we started to innovate which became a necessary. We
didn’t experience a crisis before, in the past years we always worked fine except for some minor
fluctuations. With these uncertainties it became impossible to plan the future in the long term.
Before the crisis business was good, and we were specialized in big items and high quality
characterized by high expertise and skills of the producer. Thus, the company was built on a special
type of products which were our identity. With the crisis we kept the same strategy because we
were specialized on it, but we also started to innovate more, establishing contacts with architects
which were commissioning special customized items. We did our best to keep going with the
company but we could not change the fact that slowly we all were going down. We decided to close
because we already reached the retirement age so we wanted to enjoy our families, without

bothering anymore for the crisis’ problems.
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