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conomic globalisation, the enlargement of the European

Union, the growing levels of the technological innova-
tion, demographic trends and the development of the Euro-
pean internal market are accelerating the rate of economic
change and increasing the need to anticipate and manage
this change.

According to modern business management principles, a
vital enterprise is one that is in a constant state of reor-
ganisation and can adapt to new conditions. This focus is
based on the anticipation of change, something that still
needs to be developed in current Small and Micro-sized En-
terprises’ (SMicEs) practices. SMicEs in crafts and indus-
try often constitute an important part of the local economy
and tend to be very dependant on the success of its specific
economic activities or industrial partners. Consequently,
they are particularly vulnerable to negative changes in the
market place.



Concepts and instruments for the management of change
are mostly used by medium-sized and large enterprises.
These concepts are either unknown by SMicEs or consid-
ered too abstract and bureaucratic for their needs. Fur-
thermore, their complexity often hinders an integration in
the daily routine.

To overcome these difficulties, the Article 6 ESF project
“MIC - Micro-Inno-Change: Innovative Approaches to the
Management of Change in Small and Micro-sized Enterpris-
es” was conceived.

With this brochure, you will get an overview of the project’s
results. Different approaches from four European coun-
tries accessing SMicEs in several sectors are illustrated.
Examples of good practice are described and demonstrate
how diverse SMicEs successfully anticipated and managed
change with tools developed especially for their needs. Fur-

ther information, as well as all tools, are available on the

project’s website: www. mic-project.org.

We sincerely hope that the results of MIC will find wide-
spread dissemination among European SMicEs.
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Background

nnovative approaches to the management of change in

Small- and Micro-sized Enterprises are constantly becom-
ing more important. Already today and even more in the fu-
ture the challenges for Small- and Micro-sized Enterprises
(Small Enterprises: 10-49 employees; Micro-sized Enter-
prises: 1-9 employees; hereafter: SMicEs) are continuously
growing. Besides the necessity to manage challenges in the
every-day operating life, it is crucial for SMicEs to anticipate
on market developments and changes in the environment and
to face the exigency of positioning the own enterprise. Taken
the fact that SMicEs represent 98% of the enterprises in
Europe, just under 50% of the employees and approximately
40% of the value added in the European Union, it is clear
that they are an economically important target group which
is highly relevant to the European Employment Strategy.

Until today the conditions for SMicEs in facing the growing
challenges are disadvantageous. Usually, the existing man-
agement models and consultant activities focus on large or,
if at all, on Small- and Medium-sized Enterprises (hereafter:
SMEs). SMicEs are the last element in the chain of react-
ing on changes. They lack a systematic human resource and




business strategy. Well-established management models
that promote consequent customer orientation, strategic
guality management and/or the efficient utilisation of human
resources, meet with little response in SMicEs. These mod-
els are either unknown or considered as too abstract and
bureaucratic, have little relation to the real problems and do
not fit for an integration in the daily routine. Furthermore,
SMicEs lack contact with relevant sources of information
and usually have few or no partners. And, last but not least,
SMicEs tend to hesitate to invest in their employees, fear-
ing that competitors might poach their qualified staff. All
this leads to the fact that they react rather late to the
changing demands. Even project funding activities do not
consider them normally as a target group, they prefer to fo-
cus on SMEs although problems affecting SMEs hit SMicEs
even harder. In many cases this goes hand in hand with the
frequent perception for SMicEs of being a “victim” rather
than a “manager” of economical, technical, political and so-
cial developments.

Aim, Content and Structure of MIC

0 enable SMicEs to become rather a manager than a vic-
Ttim of change, several institutes and organisations from
Germany, the Netherlands, Spain and lItaly initialised the
project “MIC — Micro-Inno-Change: Innovative Approaches to
the Management of Change in Small- and Micro-sized enter-
prises”. During two years, the project partners have devel-
oped tools and instruments which allow an extensive antici-
pation of change and an implementation of future-oriented
strategies in the daily management of SMicEs. By choosing
different approaches that together build a complementary
system, it is assured that the project’s activities and its
outcomes fit to the needs of SMicEs, meet their require-
ments and thereby reach as many SMicEs as possible.

This brochure summarises the concept and procedures of
the approaches within the project and informs about the
main results. Examples of good practice show how enter-
prises successfully managed to anticipate change with the
tools developed in the project and how they achieved to iden-
tify and implement adequate measures and strategies ac-
cording to their findings. The content of the brochure refers
to the website of MIC (www. mic-project.org) which provides



all the tools, instruments and examples of good practice
developed in the project.

By systematically explaining the different approaches that
have been chosen it is clarified how they fit together and
how the tools and instruments can serve as an aid for SMi-
cEs in anticipation of change and integration of findings into
the daily management behaviour. The brochure does - like all
outcomes of the project - strictly focus on the target group
of MIC: SMicEs. They shall benefit in the first instance from
all activities of MIC.

The project was funded by the European Union (European
Social Fund; Article B: Innovative Measures). Within the pro-
ject, LGH (Landes-Gewerbeférderungsstelle des nordrhein-
westfalischen Handwerks e.\., an association of handicrafts
in North Rhine-Westphalia, Disseldorf) as the lead partner
managed all administrative coordination. Prospektiv (Gesell-
schaft fur betriebliche Zukunftsgestaltungen mbH, a ltd.
company for applied future-related work science, Dortmund)
acted as transnational research partner and was in charge
of monitoring and evaluating the project. These tasks in-
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cluded mainly the revision of the current state of research
as well as the organisation of the cooperation as regards
contents within the project. Also, prospektiv took care of
the consolidation of the (partial) results on transnational
level. A controlling concept served as continuous process
evaluation. Qualitative data was collected and measured and
in regular intervals all project partners exchanged the expe-
riences gained during the different phases of the project. The
additional collection of quantitative data clarified amongst
others how many SMicEs could be reached by dissemination
and mainstreaming activities and which tools have been ap-
plied. LGH guaranteed the controlling concept’s implemen-
tation. All other partners were responsible for operational
processes and the development of the project’'s outcomes
which are described below.



Access to Enterprises: 4 complementary Approaches

n order to reach as many SMicEs as possible, the MIC-

project has been divided into 4 different but complemen-
tary approaches: a German approach, a Dutch approach, a
Spanish approach and an Italian approach. Each of these ap-
proaches followed a specific understanding and procedure,
which is explained in detail below. The idea behind this meth-
od is the fact that there are several ways possible and nec-
essary to actively support SMicEs in anticipation of change
and successful management. By using various approaches,
more enterprises could be reached and for every specific ap-
proach, adequate tools and instruments could be developed.
Furthermore, by following different approaches, different
perspectives towards SMicEs were taken into consideration
during the phase of developing and testing the tools.

The four approaches are:

I approach for owners and executive staff of SMicEs
(German Approach)

I approach for advisors and consultants of SMicEs
(Dutch Approach)

I approach for multiplier organisations such as chambers
and associations which offer support to SMicEs
(Spanish Approach)

I mixed approach for advisors, multipliers and owners
of SMicEs (Italian Approach)

The following graphic shows the 4 approaches in an over-
view:

Approach for Owners of SMicEs

Consultant Approach

(German Approach)

Multiplier (networking) Approach

/

Different Approaches to Anticipation and
Management of Change in SMicEs

/

(Dutch Approach)

¥~ Mixed Approach for Consultants, Multipli-

(Spanish Approach)

ersand SMicE Owners (Italian Approach)

Approaches to Anticipation and Management of Change in SMicEs
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Target Groups

n order to get a more concise access to SMicEs, each

approach focussed on a certain target group within the
heterogeneous and wide-spread range of SMicEs. Also, this
procedure does justice to the different weight and impor-
tance of sectors, branches and industries in each of the
countries that joined the project. These sectors or indus-
tries are of high relevance for added value and employment
in the respective countries or regions. By considering their
specific needs for managing change, it is assured that the
tools and instruments meet the requirements of the differ-
ent branches, industries and sectors and will lead to con-
crete improvements of their situation.

The following figure shows the different target groups:

Nevertheless, the achievements of the project are not limi-
ted to just these target groups. They are supposed to be
transferable to the respective industries in other countries
or even to other sectors that are facing comparable chal-
lenges.

Automotive Supplier Industry

Machinery Industry

(German Approach)

Metalworking Sector

Different Target Groups for Anticipation and
Management of Change in SMicEs

/
\

(Dutch Approach)

Joineries of Wood Industry

(Spanish Approach)

(Italian Approach)

Target Groups for Anticipation and Management of Change in SMicEs
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Outcomes of the Project

With regard to the different approaches and the re-
spective target groups, each approach developed 3
outcomes within the project:

I Tools for Anticipation of Change (1st Outcome)

I Instruments and Concepts for successful Management
(2nd Outcome)

I Descriptions of Good Practice Examples (3rd Outcome)

All tools of the 1st outcome shall serve as a basis for the
enterprises. They first have to be sensitised for the need
for action and for the necessity to identify their current

situation. The tools for anticipation allow to systematically
assess which challenges concretely occur, how they influ-
ence the company and which steps and measures should be
undertaken.

The tools developed in the 1st outcome differ between the
approaches. Within the German approach, a self-applicable
toolbox has been designed. It enables company owners and
executive staff of SMicEs to analyse their business, market
and environmental situation. Within the Dutch approach,
tools for advisors have been developed in cooperation with
several pilot companies. The approaches from Italy and Spain

An Anticipation Tool-box worked out for Self-
Use of Owners in SMicEs

TSa

An Anticipation Toolbox used by
Consultants in SMicEs

/

(German Approach)

Commonalities and Differences of
the Concepts of Anticipation in
MICRO-INNO-CHANGE

(Dutch Approach)

A Concept for Anticipation that contains a

A sector-orientied Set of Anticipation Tools- P
like Technology Radar, Seminars etc.
(Spanish Approach)

¥~ Procedure and a Training how to use Tools
and build up suitable Strategies
(Italian Approach)

Different Tools for Anticipation of Change



deal with the creation and testing of supporting tools and
activities for anticipation from the multiplier perspective.
Seminars, trainings, sector analyses, newsletters, sympo-
sia and radar concepts for technology watching have been
used for this concept.

In the most optimal situation, the anticipation tools show
that the enterprise is strategically following the right
course. If on the other hand things are not running smoothly
the results may signal a need for action. For SMicEs the
guestion then comes up how to handle the results of their
anticipation. Given the variety of potential solution alterna-
tives, the project partners developed in the 2nd outcome
instruments and concepts for good management. They are
supposed to aid enterprises in integrating the anticipation
results into their daily management. For instance, the in-
struments and concepts provide measure plans and time
schedules to fill in the intended actions. Some of them give
just first, but important hints to work on the major factors
for initiating and establishing a good management of change
step by step. Others show systematically how the relation-
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ship between a SMicE and an advisor can lead to a fruitful
cooperation.

The tools of the 1st outcome as well as the instruments
and concepts for good management of the 2nd outcome are
designed in a way that they fit together systematically. This
becomes clear at the interface between the 1st and the
2nd outcome: At this state, the enterprises can obviously
benefit from the different approaches of the MIC-project.

The following example shall clarify the complementary de-
sign of the approaches and the respective results of the
1st and 2nd outcome: By using e.g. the self-applicable tools
developed in the German approach, enterprises are able to
identify threats and opportunities that may be of influence.
Respective instruments for good management help them to
becoming more active on their own. Nevertheless it is pos-
sible that anticipation results (e.g. identified weaknesses)
will lead to a demand for further advice from consultants
and multipliers such as advisors of the chambers or as-
sociations. The instruments and concepts developed within



the Dutch, the Spanish and the Italian approaches may con-
sequently help enterprises to become more active and to
implement future-oriented strategies.

The 3rd outcome of the project provides examples of good
practice. Several enterprises that used the tools and man-
agement instruments/concepts are introduced and show
exemplarily how an anticipation can lead to a successful
management of change.

Download versions of all outcomes are available on the MIC-

website: www. mic-project.org

15
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he German approach designed tools by which anticipa-
Ttion and the management of change in SMicEs is ac-
tively supported. Entrepreneurs and executives get the op-
portunity to use on their own these tools for anticipation
and business management which are suitable to the needs
of SMicEs. The aim is to enable companies to meet glo-
bal changes and stress of competition with adequate and
anticipating measures. The tools are self-applicable (“help
for self-help”) for enterprise owners or operational decision
makers. They should be regarded as aids to enable an antici-
pation and good business management, even if the owners
don’'t have any knowledge about these issues before using
the tools and instruments.

A Component for the Automotive Industry
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This approach has been chosen because the challenges for
SMicEs are constantly growing. Next to managing the eve-
ry-day operating life of a company it’s getting continuously
more important for them to anticipate market develop-
ments, changes in the environment and to face the neces-
sity of positioning the own enterprise. Most of the SMicEs
don’t possess the resources and the knowledge to do such
an anticipation or to implement future-oriented strategies.
For example, they are often customer-driven and find them-
selves frequently in a victim role.

The existing management models and consultant activities
that might help are mostly designed for the needs of big
enterprises. Because of the lack of tools and concepts that
concentrate on SMicEs and in order to help them facing
these challenges, the German approach developed a self-
applicable toolbox that is supposed to close this gap. When
the tools for anticipation are being worked out by an en-
terprise, they show different results. When the question
comes up how to handle these results of the anticipation, it
may happen that the use of the German approach is limited.
For example, some results may show deficits in important
fields and indicate that the enterprises need to obtain more
information. Also, some results may require the support
of consultants for example. Nevertheless, it is important
for enterprises to do the first step. For this aim, different



management instruments have been developed which enable
the integration of anticipation results in the daily manage-
ment behaviour. This may help SMicEs to become more ac-
tive and future-oriented rather than just being stuck in a
victim role.

Automotive Supplier Industry
as Target Group

The target group of the German approach were the entre-
preneurs and executive staff of companies in the metal and
electronic working industry in general and especially suppli-
ers of the automotive sector in the Sauerland Region.

In the Sauerland Region, which is located in the middle-east
of North Rhine-Westphalia, a change in the industry compo-
sition has occurred in the last decades. Many enterprises
are nowadays working in the metal and electronic sector,
mainly as automotive suppliers. For automotive suppliers
there is always a big pressure from the automotive manufac-
turers, in which more and more short-dated scheduling and
shortened production cycles are significant. The big manu-
facturers pass down these developments to their suppli-
ers, which appear more and more in a victim role. Especially,
the small- and micro-sized automotive suppliers are often
dependent on orders and contracts with their customers.

19

A Traverse used in Car Frames

The high competition in this sector makes it necessary for
them to anticipate the changes and to react on those. By
choosing them as target group, SMicEs of the automotive
supplier industry should be enabled to become more active
themselves.

The situation and the development that are described are
typically and transferable for the automotive sector in whole



Europe. Also, there are similarities existing concerning the
retail industry, where small- and micro-sized suppliers of big
discounters are often in a comparable situation.

Procedure

The anticipation tools of the German approach have been
developed on the basis of discussion with experts and en-
trepreneurs of SMicEs. This close orientation and partici-
pation of the target group was necessary to understand
their needs. Also, there was research on the present state
of anticipation knowledge. Management models and instru-
ments for anticipation in big and medium-sized enterprises
have been revised, it has been checked which elements of
them could be deduced for SMicEs.

The discussion with experts, entrepreneurs and executive
staff of SMicEs was also helpful for the question, how to
handle the results of anticipation and how to integrate them
into daily management behaviour The requirements of the
target group became clearer by this. The description of
good practice examples shows what a systematic analysis
of anticipation can look like and how the results can be inte-
grated into daily management.

20

The anticipation tools and instruments/concepts devel-
oped are:

Enterprise Analysis

Quick-Check Environmental Analysis
Quick-Check Customer Analysis
Quick-Check Supplier Analysis
Quick-Check Competitor Analysis
Quick-Check Financial Analysis
Anticipation Cockpit

Anticipatory View

Audit of Success — To Learn from Findings

Download versions are available on the MIC-website:
WWW. mic-project.org



Example of Good Practice: an Automotive Supplier

Situation of the Enterprise
Name of enterprise:
Tool manufacturer
35

Sector:
Number of employees:
Business fields:
I Piece part manufacturer
I Measuring equipment
I Punching instead of sawing
1 CAD / CAM
Motto: Quality through precision

History:

I Founded in 1973 as the job tool manufacturing area of a shelf

construction company

LOTEC Loh GmbH & Co. KG, Arnsberg

I Tool manufacturer for pressing and metal forming equipment

1 30 years of experience in tool manufacturing

I In 1986 the company was extended to become a profit centre
I In 1997 an independent company then arose within the group
I Further development to become a market-related performance centre

Use of the Anticipation Tools

I Analysis of the company and inclusion of all internal and
external interfaces

I Coverage, documentation and visualisation of the entire
business process as the basis for the MIC anticipation
tool Enterprise Analysis

I Joint development, testing and optimisation of the Enter-
prise Analysis and of the Quick-Checks

21

The participation of the company LOTEC in the project al-
ready started at an early stage, during the development
phase of the anticipation tools. These tools were initially
conceived on the basis of the empirical knowledge together
with the consultant of the Arnsberg Chamber of Handicrafts
as well as by the project partner prospektiv (Dortmund) and
developed as basic versions. The results were then present-
ed to the persons responsible at LOTEC, discussed with the
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German MIC project team and improved and then tested in
practical applications. The results emerging from the ap-
plication were incorporated in further optimisation of the
tool. An analysis of the entire company was carried out at
LOTEC. Within the scope of this analysis, the staff were
surveyed and jointly all of the external and internal interfac-
es were elucidated, documented and presented graphically.
The results were incorporated as improvements in the MIC
anticipation tool Enterprise Analysis. During the next step,
the Enterprise Analysis as well as the Quick-Checks were
applied and thus potential risks and needs for action were
determined. The results formed the basis of more in-depth
analyses carried out at certain points and of decisions by
management regarding company reorganisation activities.

22

Results of the Anticipation

I Checking of the needs for action indicated by the anticipa-
tion process in four main areas

I Development of solutions and alternative solutions con-
cerning the four main areas of needs indicated and identi-
fied

Upon the completion of the respective tools, they were put
into use successively and at LOTEC test runs were carried
out, the results of which showed potential risks, problem-
atic areas and need for changes. In detail these were the
following results of anticipation:

I The responsibilities within the company did not always
[recognisably] appear to have been regulated. (Indication
of need for action in the main process areas ,Human re-
sources planning’ and ,Internal communication®)

I The qualifications and development potentials of the em-
ployees did not seem to have been completely covered, to
be completely known and taken into account. (Indication
of need for action in the main process area of ,Human re-
sources requirements, Human resources development®)

I Some machines appeared to be no longer adequately op-
timum with regard to the customers’ wishes. (Indication
of need for action in the main process areas ,Production’
and ,Capital spending’)
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Enterprise Analysis: different Business Areas have been checked

I The use of new materials and innovative production tech-
nigues seemed to be an alternative possibility. (Finding
concerning need for action from the Quick-Check Environ-
mental Analysis)

Within the scope of the Enterprise Analysis it emerged that
the responsibilities in the company did not always seem to
have been defined. This indication led to discussions on the
responsibilities of the individual areas of the company be-

23

Quick-Check Environmental Analysis

Assess the need for action of the following influencing envirenmental factors on your company:

11 Contract law ned for acson
13 prop need for acton
15 Mew and techmnh fon producth strong need for acton

16 Mew process technologies (matedal flow, logistics, just in time)
17 Hew materials

strong need for acmon

need for acton

20 Changes in Communicathon! IT-technologies need for acton

21 Demographic changes. na reed for action
24 Attitudesivalues trnng nesd for scton
27 Entreprensurial spiit eed for acvon

28 Quality of life ey rsed o cton

3 Economic situalion and business cycle e raseed for action
3 Employment situstion and job market e for acton

35 Avalability of raw materials (e.g. o) [0 reed toe acaen

a4 a0 afafafa]q afa]a]e

of EL/

no reed for acton

14 snvironmental factors have an nflusnce on your company
3 factors of that have a strong need for action

Quick-Check Environmental Analysis: influencing Factors and
indicated Need for Action

ing discussed in talks with the Arnsberg MIC project team
as well as internally. For decisions it first of all had to be
clarified which requirement profiles the staff had to meet.
Also the finding from the anticipation tool regarding possibly
necessary changes in the main area of ,qualifications' meant
that first the requirements had to be discussed.

The indicators of the Enterprise Analysis indicated that in
the area of production the machine train would have to be



the subject of questioning concerning needs. In order to be
able to meet the customer’'s wishes optimally and to keep
production at a technologically progressive level, various so-
lutions were collated and as the first choice the acquisition
of new production machines was given consideration. On
this, however, more profound considerations especially with
regard to the capital expenditure involved had to be taken.

As result of the Quick-Check Environmental Analysis for LO-
TEC was the consideration given to possibly use different
production technigues and/or other materials in processing.
In order to be able to make decisions in that case, compre-
hensive information was obtained on those two subjects.

Implementation of Solutions

I Improvement of the management by the setting-up of
staff requirement profiles and job descriptions in order
to define and clarify the responsibilities and to prepare a
gualification matrix

Safeguarding of the location by capital expenditure on new
production machines

Considerations as to whether, if necessary, there should
be a switch over to other machining materials in the case
of the tools (the idea was not implemented for cost rea-
sons, but it will remain under consideration)

24

With regard to a definition of responsibilities and reorgani-
sation of the area of ,Qualifications’ it first had to be clari-
fied what requirement profiles the staff had to match. Upon
the drawing-up of staff requirement profiles, the prepara-
tion of job descriptions was also implemented and hence the
prerequisites were present for documenting a transparent
allocation of responsibilities and optimising the management
processes conceptually.

The Arnsberg Chamber of Handicraft developed a Microsoft
Excel matrix for the main area of ,qualifications’ which al-
lowed systematic and future-oriented planning of training
courses for the staff. In order to now be able to meet the
customer’s wishes in the optimum way and to keep produc-
tion at a technologically advanced level, it was decided that
the company would invest in two new CNC milling machines
and a new erosion machine. The basis for this was not only
the result of the anticipation — the feedback from the mem-
bers of staff and questions on capital expenditure planning
were also taken into account. The latter included all of the
tasks and activities associated with the new machines.
From the capital expenditure plan the capital requirements
were obtained. The management worked out, on the basis
of the capital requirements, the necessary financing plan
and implemented the capital expenditure project. With this,
LOTEC can consolidate the company with its products and



services in the market, safeguard the jobs and lead the
company on a future-orientated basis towards becoming a
market related performance centre.

As a result of the Quick-Check Environmental Analysis,
consideration was given to possibly using other materials,
for example, ceramics in processing. Necessary research
for a well-founded decision was carried out by LOTEC and
this step into a different technology was discussed several
times. For cost reasons (capital expenditure/earnings) the
use of different materials was put aside for a medium-term
period and was not implemented during the project term,
either

The second suggestion from the Quick-Check Environmental
Analysis regarding introducing new production methods was
likewise carefully examined and discussed. In this case, the
company LOTEC focussed on a new process in which the
cutting of metal sections to length is not carried out by
sawing, but by punching. The punching process is carried
out in the form of two separating cuts which in each case
are carried out by separate mobile cutting tools and cut
off different sub-areas of the section part. Section parts
cut off accumulating as scrap are disposed of after each
separating cut by means of separate ejection ducts. The
innovative new process offers the customer, in conjunction

25

with a cutting fixture designed specially for the customer’s
production, decisive optimisation possibilities, and it was
introduced after the weighing up of the advantages and dis-
advantages.

Transferability

The measures that have been taken in the company described
show that often having to carry out implementation without
any great structural changes is achievable. However, that
can differ from company to company. The weak points, risks
and the consequent measures explained are also similar in
other companies. This applies also to other sectors, the sit-
uations in the specific companies always have to be noted.
Due to the fact that the tools developed are to be used by
each company itself, there is thus a possibility that these
tools are always used when requirements make it neces-
sary. It is even recommended that the tools should be ap-
plied at certain regular intervals so that possible problems
or weaknesses can be identified at an early stage and that
an early response is possible. No direct costs arise from
this application by the company itself, which is something
that is surely very important for SMicEs.

For further examples of good practice within the German
approach see the MIC-website: www. mic-project.org






II. Different Approaches to Anticipation and Management of Change

Dutch Approach: Advisor Approach
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he Dutch approach designed tools and a guide for an-
Tticipation and management of change that can be used
by advisors of SMicEs to help them anticipate on change.
The tools and the guide can be used by advisors to ana-
lyse SMicEs by means of a company analysis. By analysing
the company, trends and turbulences can be detected and
all relevant information can be gathered in one report. This
will give the SMicE the necessary insights in the compa-
ny’'s situation and potential consequential modes of action.
Consequently, the developed toolbox can be used to enable
the SMIcE to assess its strengths and weaknesses, and
recognize at an early stage the external factors that would
influence its competitive position.

The Dutch approach has developed an advisor approach,
which shows practical and instructive ways to those advi-
sors with small companies as their customers how to help
them anticipate on change. The reason this approach was
used is that SMicEs lack the time and resources to strate-
gically analyse the company, and contact between SMicEs
and advisors does regularly exist. Note: when addressing
advisors, the Dutch approach does not only address private
consultants, but focuses on all possible parties engaged in
an advising role towards SMicEs; like auditors, banks, gov-
ernment organisations, and so on. SMicEs in the Dutch
machinery industry are highly innovative as a direct result
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from the increased competition from low-priced Asian ma-
chinery manufacturers and the current high rate of technol-
ogy transfer. Their innovativeness pushes them to search
for sources of funding, on which consultants advise. Next to
this, the Netherlands is known for its high level of bureau-
cratic procedures and regulation. SMicEs often use the help
of consultants to handle these bureaucratic procedures for
which they lack the time, resources and knowledge them-
selves.

Machinery Industry as Target Group

The target group of the Dutch approach were enterprises of
the machinery industry in the Netherlands that make a lot of
use of consultants. Structural processes like globalisation
and the economic growth in both the Eastern European coun-
tries as well as in Asia, are clear examples of environmental
changes that lead to problems in the Dutch mechanical engi-
neering sector. These processes are changing the economy
and this leads to both opportunities and adjustment prob-
lems, especially for SMicEs. Lower-priced competition from
Asian companies is increasingly stronger and this is leading
to a highly competitive market. Next to this, the fast growth
of the Asian economy, especially China's, has been leading
to an increased demand for raw materials, thus a scarcity
of resources and consequently in an increase in the price of
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The SMicE's Environment, where Forces influence the Company

raw materials. Other structural changes are formed by in-
creasing regulation, which increases the amount of bureauc-
racy and complexity for the sector Also, the current rate
of technology transfer has been leading to an increase in
the level of automation and mechanization, as well as a fast
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development of substitute products. Next to this, the trend
towards globalisation has created a hastening economy
where efficiency has to be maximised and the time-to-mar-
ket minimised, resulting in a more powerful consumer and
smaller, more specialist batches. The level of customisation
has increased, which forces companies to work in a flexible
manner, adapting to each consumer. The Dutch mechani-
cal engineering sector represents an important part of the
Dutch economy and a majority of the enterprises in this
sector are SMicEs. Nearly all of them face difficulties aris-
ing from the trends described above.

Both the number of companies and the employment rate have
been decreasing in the past five years. These forces push
SMicEs in the industry to anticipate on the changes in their
environment. They try to become more innovative, focusing on
high-tech, high-quality products. They also increasingly spe-
cialise and offer more customisation. These changes require
a turnaround in the companies, which is why they served as
an excellent target group for the MIC project.

Procedure

The Dutch approach has created a strategy toolbox by ana-
lysing a series of management models in order to find the
tools that can be suitable for SMicEs after some adjusting,



making them more easy to understand and implement. This
toolbox exists of a series of tools serving as an aid-kit for
successful business management. The tools in the aid-kit
together are able to sketch a complete picture of the com-
pany and its environment.

'MIC - Strategic Management Process l
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Strategy Toolbox that analyses the SMicE‘s Environment

A number of pilot companies were analysed using this tool-
box by project experts in order to test its value. By means
of close interaction with and participation of the pilot com-
panies, the tools were optimised and a guide was developed.

30

This guide is directed towards advisors and shows them
how to help their customers who are SMicEs how to han-
dle the results of anticipation and integrate them into daily
management. The experience of the project experts as well
as a literature study were used in the development of this
guide. Consequently, several examples of good practice were
developed in order to show how the developed products can
lead to successful changes in SMicEs’ daily business activi-
ties.

The anticipation tools and instruments/concepts developed
are:

I Industry Analysis

I Environment Analysis (PEST-Analysis)

1 SWOT Analysis

I Product Portfolio Analysis

I Financial Analysis

1 Competitor Analysis

1 Website Analysis

I Innovation Assessment

I a Guide for Anticipation and Management of Change

Download versions are available on the MIC-website:
WWWw. mic-project.org



Example of Good Practice: a Machinery Manufacturer

Situation of the Enterprise

The pilot company analysed is a machinery manufacturer based in the Eastern region of the Netherlands. The company was
founded 50 years ago and has evolved into an innovative sales, manufacturing, and servicing organisation for woodworking
machines and associated tooling and periphery equipment.

The SMicE's core business can be divided into two main activities. On the one hand, the company serves as a representa-
tive for a number of reputable machinery manufacturers. The company sells these woodworking machines and the associated
tooling and periphery equipment. The company does not only sell new machines, but also trades in second-hand machinery. The
other main activity of the pilot company is the building of machinery. This way, the SMicE provides turn-key automation solu-
tions for their customers in the woodworking sector. The company's additional services for both the trading in machinery and
the construction of machinery include machine maintenance and overhaul, servicing, trouble-shooting, advice on tool selection
and machinery safety assessments.

As could be determined from the SWOT analysis, the combination between building machines and trading in machines, is a
major strength of the company and can therefore be determined as its core competence. Because of the company’'s exper-
tise in building specialty machinery, it has build a reputation for its high quality. The company owns a workshop and a highly
gualified staff. The SMicE is therefore highly flexible and able to provide fast customer service. This has served the company
with the possibility to focus on a high-quality customer service and complies with its goals to build a reputation based on
quality.

The pilot company is a financially strong and stable company. The company’s vision is to obtain a national reputation among
wood treatment companies based on quality. Aside from its management team, the company has 14 employees: two of them
are salesmen, the rest are mechanics for the building of the machines and maintenance services. It is a highly decentralised
company: if the company owner would become ill, the company would be able to stay in business without much difficulties. The
staff is allowed to make decisions of its own and this has resulted in a high employee loyalty.

Despite the fact that the pilot company is a strong and healthy company, it has been suffering some problems in the latest
years. Due to the globalisation and the economic growth in the Eastern European countries as well as in Asia, competition
has increased drastically for the manufacturer Many Asian companies sell machinery in the European market now. These



machines are cheap but do not represent high-quality products. Because the SMicE wants to be a high-quality company, it

has decided not to represent these Asian machinery manufacturers. However, customers are increasingly price-sensitive

and use the Internet to search for lower priced machines. Since a machine is not a commodity product, but can be seen as

a long-term investment for a firm, customers cannot buy another machine once they have realised that the low-priced prod-

ucts represent a far lower quality. Due to these developments the SMicE is losing business.

Use of the Anticipation Tools

The company was analysed with tools from the strategy tool-
box developed in the project, in order to identify the SMicE’s
strengths and weaknesses and consequently advise the
SMicE on how to manage and anticipate on changes.
Because this was the first pilot company to be analysed in
the MIC project, and the tools and the toolbox still needed
extensive testing, the company was extensively analysed.
This resulted in a document containing the Company Analy-
sis of 95 pages, and total time spent analysing the company
was considerable. The company was analysed using the fol-
lowing tools:

I Environmental Analysis

From the Environmental or PEST Analysis it became visible
that the pilot company is operating in a difficult market.
The largest identified threats are the globalisation and the
increased competition in the sector Another large threat
is the large price of raw materials as a result of the the
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scarcity of resources due to the large demand for raw ma-
terials from the fast growing Chinese economy. The largest
identified opportunities for the machinery manufacturer are
the momentarily fast growing economy and the producer
confidence, which ensures that companies are investing in
machinery at the moment.

1 SWQOT Analysis

From the SWOT Analysis the same threats and opportunities
were identified as from the PEST Analysis, which confirms
the outcome of both tools. With regard to the strengths
and weaknesses of the machinery manufacturer; the pilot
company’s strengths are its high reputation and its dedi-
cated skilled personnel, as well as its flexibility and its high
commitment towards maintaining a reputation of high-qual-
ity. Weaknesses stem from the fact that the SMicE has
no established structure/procedures, owns no patents or
own products, and has little experience in cooperating in
research projects.



1 Product Portfolio Analysis

The pilot company does not have an invoicing system from
which it can obtain figures on sales per product group. Anal-
yses of company invoices showed that 809% of turnover lies
in the sale of machinery, but it was not possible to deter-
mine a difference between second-hand and new machinery,
and the ones build by the company itself. According to the
product portfolio analysis using the General Electric/McK-
insey Matrix, the SMIicE has a strong business position in
an unattractive market, in particular with its strongest and
most important product group: machinery. Maintenance is
situated in a very attractive market, and also in this product
group the company has a strong business position.

I Financial Analysis

From the analysis of the SMicE’s financial statements can
be concluded that the pilot company is financially a healthy
firm. It is profitable, not too highly leveraged, able to solve
its short-term commitments, and its activity ratios are
normal for a machinery manufacturer However, the SMicE
did suffer from the economic downturn, but this is also nor-
mal for this type of company.

I Industry Analysis
The trends that were identified from the industry analysis
of the Dutch machinery industry confirm with the external
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forces influencing the pilot company that were identified
from the PEST analysis. External forces influencing the
company are creating a highly competitive market. First
of all, competition is very high due to Asian companies
competing in the European market, where they sell lower-
guality machines for a lower price. In the mean time, cus-
tomers are sensitive to these low-priced offers and use
the Internet to shop around, which makes them less loyal
to a brand or company. Since a machine is not a commod-
ity product, but can be seen as a long-term investment
for a firm, customers cannot buy another machine once
they have realised that the low-priced products repre-
sent a far lower quality. Next to this, the fast growth of
the Asian economy, especially China’s, has been leading to
an increased demand for raw materials, thus a scarcity

of resources.

I Competitor Analysis

In the Competitor Analysis, the pilot company scores very
well compared to its competitors on dimensions like speed
of service, maintenance speed and skills, flexibility/adaptive-
ness, focus on quality, warranty services, technology, and
employee commitment. The company score worse compared
to its competitors on aspects like price, size and brand fa-
miliarity.



1 Website Analysis

The Website Analysis showed that the pilot company ranks
very well compared to its competitors on keywords that cus-
tomers will use on their search for a woodworking machin-
ery company. However, when conducting a keyword ranking
analysis based on manufacturers’ names, the results show
that the competitors score better on quite a few names.
Finally, a website speed test shows that the speed of the
SMicE’s website is excellent.

I Innovation Assessment

From the Innovation Assessment can be concluded that the
pilot company is a highly innovative company, with a very
healthy internal climate for innovation, but also with a high
need for innovation through external forces. However, sev-
eral mechanisms for innovation are not present in the com-

pany, like partnerships and research projects.

Results of the Anticipation

From the results obtained in analysing the pilot company
using the MIC toolbox, a number of recommendations could
be formulated, which are discussed in this section. These
recommendations have been brought to the pilot company
using the advisor approach — the advisor helped the SMicE
owner to use the results from the analysis to formulate

concretely its needs for action. This advice was brought in-
formally, in a personal context, and provided in a way that
the owner felt that the advisor had every reason to per-
sonally take responsibility for the advice provided. In order
for the SMIcE to obtain the results of the analysis, it was
presented to the owner in a non-standardized way, with the
owner’s time constraints in mind. A presentation was used,
which gives the option to visualise the results and to pro-
vide clear examples. The advice was brought from the SMicE
owner’'s perspective and the advice was to the point and
based on practical solutions.

The pilot company is a healthy innovative company oper-
ating in a difficult market. This market is highly competi-
tive, with customers being very price-sensitive. Since the
SMicE is focusing on quality rather than price, improving
the company’'s brand familiarity, reputation and creating a
large number of loyal customers would be the recommend-
ed strategy to undertake. In order to reach these goals
the SMicE's marketing strategy ought to be improved. The
company is advised to focus its marketing strategy on this
image of high-quality. It would be ideal if the company could
have a product of its own, this would reinforce this image.
It gives the company continuity, a better brand familiarity
and a good reputation among the customer. To stress the
SMicE’s core competence in building specialty machinery, it



could describe a case on its website, in which it has found a
tailor-made solution for a customer. Next to this, the web-
site’s keywords should be adjusted according to the results
found in the Website Analysis, to ensure that customers
will be able to find the company on the web.

From the product portfolio analysis it was conducted that
the SMicE has a strong business position in an unattractive
market, in particular with its strongest and most important
product group: machinery. |t could be a solution for the pilot
company to search for new market opportunities: for ex-
ample: using its machinery building skills for other types of
machinery, compared to only woodworking machinery, since
substitute products for wood are nowadays continuously
more often used. Also, focusing on new technological devel-
opments could bring the SMicE new market opportunities,
by for example exploiting its knowledge on safety installa-
tions more intensively, hereby positively influencing its repu-
tation. Maintenance is situated in an attractive market, and
it would therefore be interesting to expand this business.
Making use of servicing contracts could therefore be an in-
teresting option, since it will reinforce the company’s brand
familiarity with respect to quality and service. Also, it will
create a more closer relationship with repetitive contacts,
which is of critical importance to the SMicE in this volatile
market.
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Machinery takes account for almost 80% of the company’s
sales. It is very important to discover the exact division
between second-hand and new machines, and how much
revenue is generated from selling the machines the SMicE
builds itself. Therefore, it would be advisable to make such a
division within the company’s invoicing system.

Finally, from the SWOT Analysis and the Innovation Assess-
ment it was conducted that the company owns no patents
or own products, and has little experience in cooperating in
research projects. It is advised that the company changes
this in order to stay an innovative, high-quality machinery
manufacturenr.

Implementation of Solutions

The pilot company was highly enthusiastic about the results
of the analysis. The company owner believed the analysis to
provide a comprehensive and very extensive overview of the
firm and found the tools to be insightful. Especially the large
number of graphical overviews were appealing to him, since
he, as a technically oriented person, preferred a picture
over a large text. He liked the General Electric/McKinsey
Matrix, since he believed it proved a gut feeling he already
had, about the importance of the maintenance activities for
the company. He was also especially interested in the re-



sults of the Innovation Assessment, and those of the Web-
site Analysis, since both tools provide concrete, hands-on
advice, that can be followed up without much difficulties. The
Competitor Analysis was least appealing to him, since it was
the only tool that did not provide any new information to the
company director.

With regard to the advice on the SMicE’s marketing strat-
egy, the company has decided to increase its marketing ef-
forts. Plans have been made to talk to a customer in order
to be able to put a successful case study on the company
website. Also, the website will be adapted according to the
results found in the Website Analysis. The SMicE will also
develop its own newsletter, with quarterly news items di-
rected at its customers.

Next to this, the pilot company has taken successive steps
in order to obtain a product of its own. This would reinforce
its image, it gives the company continuity, a better brand
familiarity and a good reputation among the customer. The
pilot company has engaged in a partnership, and together
they market a product to which the SMicE’'s name is at-
tached. This will give a large number of new marketing op-
portunities. For example, it will be possible to give interviews
to professional industry-specific magazines.
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The SMicE was also advised to search for new market op-
portunities, since the market in which it is operating is very
unattractive. The company director has engaged in several
partnerships in order to search for new market opportuni-
ties and to differentiate its activities.

The SMicE was advised to engage in servicing contracts,
in order to reinforce the relationship with its customers.
However, the pilot company is not very keen to this idea,
because it fears that it involves too much risk. When the
customers do not bear the risk themselves when a ma-
chine breaks down, they might be less careful with their
machines.

From the SWOT Analysis it was concluded that the SMicE
owns no established structures and procedures. The com-
pany director acknowledged this problem and expressed his
intention to change the company culture and create more
structure in the company. The SMicE was also advised to
analyse its sales figures, in order to obtain information on
sales per product group. The company owner recognised the
importance of obtaining figures of sales per product group,
and has compared several software programmes in order
to invest in an invoicing system. The company is considering
buying a software programme that will be able to give sales



figures for each customer relationship separately. This will
be a large investment, but a valuable one.

With regard to the Competitor Analysis, it was concluded
that there was not a lot of new information to be extracted
by the company. In order to get new information, a Com-
petitor Analysis requires an extensive research with for ex-
ample a guestionnaire for customers of these competitors.
The pilot company is considering to hire an intern to do this
analysis, since the MIC project has made them aware of the
importance of information.

Finally, from the SWQOT Analysis and the Innovation Assess-
ment it was conducted that the company owns no patents
or own products, and has little experience in cooperating in
research projects. As was explained above, the SMicE has
started several partnerships, and now owns its own prod-
uct. This shows that the company has acknowledged the
importance of these innovation mechanisms.

Transferability

The measures that the SMicE has now implemented form
structural changes in the company’s viewpoints and orien-
tation. Since most SMicEs consider marketing a large prob-

lem, several points of the advice given to this pilot company,
will be relevant to other small companies as well. This will
be especially true for other machinery manufacturers in Eu-
rope, since they all face the same problems as the pilot
company is facing: the sector is increasingly competitive
and they are forced to focus more on high-tech, highly quali-
tative products for which innovative capacity is essential,
and differentiate through specialization.

For further examples of good practice within the Dutch
approach see the MIC-website: www. mic-project.org






Spanish Approach: Multiplier (Networking) Approach
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he overall objectives of the Spanish approach were
Tto foster the culture of innovation and management of
change in the SMicEs of the Metal sector in Biscay, to eval-
uate the needs of these companies, to promote cooperation
in order to enhance their innovation capacity and to involve
companies, experts in technology, local innovation agencies
and other local actors in this project in order to assure the
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LABEIN, Technology Center. CEBEK, the Bizkaia Business
Head of MIC Bizkaia Confederation
MIC Bizkaia :
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INGURALDE, local development
agency of the municipality of
Barakaldo |Bizkaia)

DURANGALDEKO BEHARGINTZA,
local development agency of the
municipality of Durango (Bizkaia)

Actors of the Spanish Approach

sustainability of the initiative. The participation of agencies
as multipliers, and also experts like technology centres and
consultants, assures that MIC outcomes reach as many
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SMicEs as possible to initiate and support a management
of change in the companies. If they all see a benefit in this
cooperation they will continue working together after the
end of the MIC project.

This approach assures that MIC outcomes reach as many
SMicEs as possible. The components of the network have
a close relation with the companies so the actions of the
Spanish approach can be better accepted by the compa-
nies. However this relation between intermediaries and
companies is complex, because sometimes the companies
get a direct benefit (advice, financial help, training, young
workers in practice programs, etc.) but on the other hand
they are sometimes reluctant to cooperate. This has to do
with the introvert culture of many SMicEs, which are not
open to cooperation opportunities. These kinds of activities
in the MIC project helped to overcome those obstacles, pro-
moting a collaborative culture.

The Department of Innovation and Economic Promotion of
the Biscay County Council (DIPE) and CEBEK, Confederation
of Businesses of Biscay, and partner of MIC signed in 2004
a framework agreement of collaboration for the promotion
of innovation in the industrial sector of Biscay. The objec-
tive was to develop joint initiatives to foster the culture
of innovation and the technological developments to a set



of SMicEs of an specific industrial sector, from the convic-
tion of the fact that a very important number of them has
not acceeded or assumed yet the above mentioned culture,
due to reasons or difficulties inherent in their own nature,
whereas others have not developed their innovative poten-
tial sufficiently.

The situation in these companies demanded awareness ac-
tions. They are not prepared for direct consultancy projects
or self help tools as they need to understand, first of all, the
new competitive situation in the global markets, the need of
innovation and the permanent adaptation to change. Aware-
ness seminars and a sectoral analysis (supported by inno-
vation assessments) specific to the Metal sector has been
developed to deploy this approach. Also the promotion and
dissemination of newsletters and technology watching servic-
es (developed by DIPE) has helped in reaching the objectives.

Metalworking Sector as Target Group

The target group of the Spanish approach are the SMicEs of
the Metal sector in Biscay. The Basque Country has a long
industrial tradition, which began at the dawn of iron and
steel industry, and continued with the shipbuilding industry
evolving towards the most advance technology sectors. The
remarkable business nature of the Basque people has given

Insight into a Metal Working Centre

rise to a dense network of specialized small and medium-
sized companies, which provide an industrial environment
with broad subcontracting possibilities.



The Metal industry is one of the most important industries
in the Basque Country, mainly located in Biscay. Despite the
fact that it is a mature and traditional sector in the industrial
production of Biscay, this sector is a driving force in the eco-
nomical activity of the region, linked to other activities that
create jobs and wealth, like automotive, machinery and capi-
tal goods, household appliances, with important presence in
consolidated markets like Spain, France, Germany, etc..

The Metal sector represents 31,8% of the Gross Added
Value of the industry of Biscay, the highest in the industrial
activity of the province, and regarding the Gross Domes-
tic Product (GDP), this sector represents 8,1 % of GDP of
Biscay, with 8,3% of the employment. This sector in Bis-
cay and its SMicEs in particular face important threats and
opportunities in the near future, as a consequence of the
new competitive context of globalisation. The immediate
consequence of this new economical context is the high-
er demands of competitiveness of small firms due to the
emergence of the Metal industry in Asian countries and the
EU-25 new member states. In this new context many new
competitors are located in countries closer to the main Eu-
ropean markets, with a dense infrastructure and qualitative
good network and also with an important industrial tradition
in the Metal sector, and cheap labour costs and experienced
workforce. The new competitive conditions force SMicEs to
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modernize its productive facilities by incorporating techno-
logical improvements, process improvements and also to
assume more advanced management systems and restruc-
turing processes in the company.

Procedure

The sector-oriented concept of anticipation in the multiplier
approach is based on awareness and analysis tools to help
SMicEs to anticipate to constant changes (in technology,
markets, manufacturing processes, etc.). Three partners
of the Spanish approach are intermediaries, so the main
concept of MIC in Biscay dealt with the definition of tools for
multipliers (innovation agencies, local institutions, associa-
tions of SMICEs, clusters, etc) in order to reach as many
metal companies as possible and raise awareness of the
importance of change management and adaptation to new
competitive circumstances.

The Metal sector was selected because of the importance
and weight on the economy of the region. Then the agree-
ment with DIPE (Biscay County Council) has promoted the
integration of regional innovation agents and sector ex-
perts in a network, building a particular Innovation Sys-
tem in the Metal sector of Biscay. This work procedure
has allowed to detect the lacks and needs of the sector



when they need to incorporate the culture of innovation
into their business.

The existing information about the sector was the base of
the sector analysis. This analysis has been completed with
the results of innovation assessments performed by ex-
perts. These innovation assessments have been done in S0
metal companies and the results are included in the sector
analysis. In some cases deeper assessments have been car-
ried out in the companies regarding their productive proc-
esses and the degree of maturity and vulnerability of their
products.

Also awareness seminars on the importance of innovation
and management of change have been organized. This, to-
gether with the promotion of a sector newsletter (delivered
every 2 months) and of a service of technological watching,
has introduced the need of permanent adaptation to change
and the culture of innovation in the companies of the sector.

The anticipation tools and instruments/concepts developed
are:

I Sectoral Analysis

I Awareness Raising Seminars

I A Guide with Recommendations for Agencies

I Business Cooperation Strategies
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Download versions are available on the MIC-website:

WWW. mic-project.org



Case Study: a Boiler making Company

Starting point
The following study describes the journey embarked upon by Guineplast boilermakers to modify certain management issues of
the company, in regard to their relationship with other suppliers and with their customers.

Guineplast is a boiler making company with over 30 years of experience, located in the town of Ortuella. It specializes in
the manufacture of parts according to drawings. The products manufactured are thermoplastics for the chemical industry in
general and for any other sectors purifying water or gas.

IAaki Guinea, managing director of Guineplast, had noticed for some time that the relationship based on subcontracting,
which links the boilermakers and the other suppliers to the engineers, was having a negative impact on the competitiveness
of the end product and reducing sales. In this relationship, the customer hires the engineering function who, in turn, subcon-
tract the suppliers, who in turn may again subcontract other suppliers. In this way, commissions pile up and increase the end
product price.

In short, Ihaki realised that these conditions were detrimental both to suppliers and engineering companies, as well as for
their customers, who ended up looking for alternatives through direct hiring or seeking suppliers in countries with cheaper
labour costs. Throughout his professional career, Ifaki Guinea had worked with Fermin Posadas, a professional engineer with
a wide experience in this field. Fermin, just as Ifaki, was also aware of the disadvantages and repercussions of the subcon-
tracting system and had worked out a new model based on cooperation philosophy: the Supplier Network. He transmitted
this philosophy to Ihaki and they got to work together

Several reasons led them to devise a new way of working together: a personal relationship based on trust and on the know-
how they both brought to the table, the underestimating of the suppliers in the traditional working system, and the feeling
that subcontracting increased costs. In relation to the latter, Fermin reflected: ‘the middle-men multiply the end price three
or four times (...])”

In addition to this, they were both aware of the fact that in companies where real risks are taken: ‘it is not the workers, who
normally oppose at the first drawback, or the shareholders, who get scared when the first problem arises, neither the organiza-
tions or the institutions who face the risks...the only one who really suffers the consequences, the only one who heavily bears the
business risk, is the supplier”.

a4



Hierarchical organisational System

Supplier Network Model

As mentioned earlier, Fermin and Ifaki started a new path
together to develop a new organizational model, the Sup-
pliers Network, based on the participation philosophy, but
what is this model?

The Supplier Network, as defined by Fermin Posadas is a
group ‘in which the partners are fully integrated without giving
up their own business, with the aim to join efforts, rewarding
the highest contributor”. A network of such characteristics
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Network organisational Model

aims to “encourage the improvement and orientation towards
a different type of parameters, not only price”.

The Supplier Network model is based on this vision and its
main innovation is that all its partners are interested in
the supply of products to the network, and these products
must be of the highest quality and quantity.

According to IAaki and Fermin, several features define
this cooperation philosophy. This new organization fosters



team work and cooperation between the various companies
which make up the network; operation costs are reduced,
technical and human resources are shared, and market
opportunities and the specific value of each company are
maximised.

Implementation

Once Fermin and Inaki analyzed the new system and agreed
to start it up, they took a number of steps to make this
theoretical proposal become a real working system.

Fermin took the main lead. He held meetings with several
companies involved in different activities with whom they
had previously worked and proposed the new system to
them. After several meetings, ten companies agreed to
embark on this new journey. Once the partners in the
future network were identified, the time to devise the or-
ganization arrived.

Firstly, they established the network objectives. This was
the easiest part; all the partners agreed that the main
objective would be innovation. Innovation, from the point of
view of the product itself and also from the production point
of view, as it was produced by a company network organized
in an innovative way.
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The next issue which needed to be addressed was how to
compensate the companies which initially had to assume
higher risks in order to start operating and guarantee the
project. To this end, it was agreed that 50% of the grants
awarded would be allocated to this purpose.

Thirdly, Fermin, IAaki and the other members of this group
of companies had to define the role played by each one
within the network. This task was not completed but cer-
tain functions were defined, such as coordination and engi-
neering, which was assigned to three partner companies;
or the project responsibility, which would be assigned to
the most specialized company in each case. Regarding
management, it was decided it should not be carried out
by the directors, but no decision was made as to whether
it would be undertaken by an external company or by a net-
work partner.

The problem arose when trying to define a suitable legal
model, since a network does not fit a standard legal model.
As Fermin explains: ‘I initially thought that we did not need
to set up a company, | believed that it could be an almost
virtual company; but afterwards, | realized that if we wanted
to receive grants from the Public Administration, or represent
the company anywhere, or even for business card printing
purposes, and avoid people asking your name from the mo-



ment you step through the door... then, we would have to set
up a company”.

Some interesting partners to the network, who were pre-
pared to participate until that time, walked away once they
realized it was necessary to set up a limited company. Out
of the ten original companies who embarked on this journey
together, only four remained which currently form Bengola-
ko.

Results

Bengolako was created as a result of this experience.
This Limited Company was established in July 2007, and
is formed by four supplier companies, who had been work-
ing together for quite some time. Bengolako, which in many
respects is still ruled by the cooperation philosophy of the
Suppliers Network, has designed diverse innovative prod-
ucts and it is currently manufacturing them.

Moreover, the companies which form part of this group cur-
rently enjoy the opportunity to discover new sectors, as
Ifhaki mentioned with excitement: ‘just today | visited a timber
company for the first time in my life!”

a7






Multiplier and

LT 777777
A
3

S B Rt \

N

Initiative of SMicEs Owners
AN

N

ANy
S
o
‘\{‘

ltalian Approach: Mixed Approach of Consultant,

0]
0
-
©
C
O
y—
@]
D
-
0
£
0
)]
©
C
>
0
-
©
-
0
D
(0]
a
©
D
C
q
0
D
0
0
C
@]
(]
0
C
Q
Q
q
D
C
0]
C
)]
um
0O




he Italian approach can be described as a mixed ap-
Tproach integrating the activities of a consultant, the
activities of the LVH as a multiplier, research-activities by
the EURAC and at least the owners of carpentries.

LVH — Landesverband der Handwerker — is an association for
all craftsmen in South Tyrol. LVH attends the interests of
8.000 members, which are mostly SMicEs. EURAC - Euro-
pean Academy Bolzano - is the leading research institution
in South Tyrol. The EURAC occupies more then 170 scien-
tists in 11 research departments. Additionally, Seibstock
Consulting cared for the project realisation.

Aim of the approach was to improve the competitiveness of
the carpentry sector in South Tyrol, which is dominated by
SMicEs. The process can be drafted as follows: EURAC im-
plemented all necessary research activities concerning the
market situation and the future challenges of the carpentry
sector LVH used its close relationship to its members, to
choose 10 representative SMicEs and to attend these com-
panies during the process of change. In this phase, LVH was
supported by a regional consultancy.

The reason for choosing the mixed approach was the aim to
combine the complementary core competencies (research,
multiplication, mentoring) of each project partner within the
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Italian approach. The mentoring is necessary, because the
SMicEs are frequently not able to implement tools of change
by their own due to lack of resources (time, know-how, staff,
etc.). To empower all other members of LVH to use the tools,
a case study of this project is published.

Carpentries of the Wood Industry
as Target Group

A sample of 10 carpenters has been chosen, who are evenly
spread on South Tyrol. This selection represents the car-
pentry sector in South Tyrol very well. All the participating
companies are SMicEs. The carpentry sector in South Tyrol
is under a high pressure of competition. Carpenters from
Austria and other neighbour countries enter the market of
South Tyrol. The foreign companies are often bigger (and can
make use of economies of scale) and have further advantages
due to the better taxation situation in their home countries.
Further on, the market changed negatively for the carpen-
ters of South Tyrol, as many customers prefer to buy furni-
ture in stores like IKEA. The target group, which is willing to
pay a higher price for good handcraft, is shrinking. The car-
penters need support for managing the process of change to
raise the competitiveness of their companies.The appraisal
of this situation by the LVH was approved by a project-re-
lated research conducted by the EURAC. As LVH has chosen



representative companies all over South Tyrol, the transfer-
ability of the results is guaranteed. Because of the extreme
pressure of competition in this sector in South Tyrol, the
results are transferable to other countries in Europe.

Procedure

A concept for anticipation that contains a procedure and
a training how to use and build up suitable strategies was
developed.

The following diagram shows schematically the process of
the Italian approach:

R
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from the results and coping with change their impact on the
company
Develop and choose
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strategies,

Process of the Italian Approach in an Overview

The diagram below shows the process of implementing a
management of change in detail (mix of knowledge-transfer
and consultancy):

Successful business management through anticipation and
accomplishment of change: woodcraft
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Implementation of the Change Management Process

The shown training and consulting-process presented guar-
antees the successful implementation of management of
change-processes within the carpentries.

Every step was coupled with a feedback-session. At the
beginning and at the end of the trainings, the EURAC in-
terviewed the participants concerning their expectations



and satisfaction with the project. EURAC also evaluated the The following tools and instruments were developed within
process of management of change within the carpenters’ the Italian approach:

companies. LVH is in continuous contact with the carpen- I Analysis of the Business Area

ters for further feedback. Environmental Analysis

1
I Enterprise Analysis
1

SWOT-Analysis (strengths, weaknesses, opportunities,
threats)




Example of Good Practice: A Carpentry

Situation of the Enterprise

The carpentry described on the following pages is a family business, established by the father of the today’'s owners. Be-
cause of the early death of his father 25 years ago, the 15 years old son took over the responsibility for the company. A few
years later, his young sister joined the company as a shareholder. By then the company was managed by the brother and
sister Since the company’s establishment, the finances are managed by their mother. Today, the mother is retiring step by
step, facing the brother and sister with the problem to find a replacement for their mother, who did a very good job all years
long.

The carpentry is located in the valley of Ulten. The family is very well integrated in the social life of the village. In the last
years the carpentry has been expanded little by little. Today, their workshop provides quite huge capacity which may force
the company to grow further within the next years. The brother and sister employ six carpenters, five full-time and one part-
time.

As a result of good mouth-to mouth propaganda and its excellent reputation in the village, the enterprise is market leader
in Ulten with its 13.600 inhabitants. The company’'s core business is windows and doors — in new and old buildings. Their
main customers are private households (309%), the village of Ulten (18 %) and private companies (e.g. hotels). The main com-
petitors of the company are local carpenters, furniture shops and door factories. The carpenter-density and the stress of
competition in the village of Ulten are very high. However, the village is growing and income and buying power are high.

Use of the Anticipation Tools Results of the Anticipation
Assisted by a consultancy, the brother and sister achieved Within the phase “anticipation of change” the following fo-
clear anticipation information. First of all, the company has cuses have been identified:

been divided into several strategic business segments.

For each segment a SWOQOT-analysis has been conducted I The carpentry of the family is a long-established company.
and the most challenging tasks have been identified. It is working in the construction and in the furnishing sec-
tor
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I Most constructors prefer to order standardised windows
and doors, which are cheaper to buy from bigger and spe-
cialized companies

I The profit generated by the construction sector is quite
low

I The company earns its money in the furnishing sector

Brother and sister have been involved in the process and
have been coached by a consultant. The brother and sis-
ter did very well in presenting the company’s situation. The
most important future tasks and challenges have been iden-
tified. Assisted by the consultant they identified their own
strengths and opportunities.

The implementation into the daily management often oc-
curred directly after the training-sessions. Afterwards, the
brother and sister and analysed the changes and impacts.

The following needs for action have been identified:

I Synergies between the construction- and the furnishing
sector have to build up to a competitive advance. The fact
to be first at the construction set has to be used to get
in contact with the constructors and the architects to
raise the chances to get a lucrative furnishing job

I Therefore, the construction sector has to be profession-
alised

54

I Friction losses, caused by the leading of two managers,
have to be avoided in the future. Therefore the roles of
the two within the company have to be redefined clearly

Implementation of Solutions

Based on the identified needs for action, strategies and
tasks have been developed for challenging the process of
change:

I Strengthening of the construction sector

I Establishment of co-operations with architects for posi-
tioning as a reliable partner in the construction sector

I Construction jobs as a calling card of the company in
meeting delivery dates etc.

I To deliver excellent work in the construction area, the
working process with the supplier for windows and doors
has to be improved concerning delivery dates and price
agreements

I Active selling has to be practised

I Lucrative business segments as the furniture repair have
to be built up

I Prices have to be measured by the customers’ price sen-
sitivity for each business segment

I Optimisation of cooperation and communication between
the brother and sister



The brother and sister started to conduct all defined strat-
egies and tasks. Some of them are already conducted; oth-
ers are still in the implementation phase. Some impacts can
already be measured, like the new pricing strategy in the
furniture repair segment, which leads to a noticeable raise
of profit in the running business year Actually, the brother
and sister are testing new communication methods. When
having their communication improved, they want to discuss
their roll allocation within the company, which shall raise the
efficiency of the work of the entire company.

The willingness of the brother and sister to analyse and
to discuss their situation frankly and to appreciate the ex-
ternal view of the consultant was very helpful in this case.
The consultant’s advice was not seen as a criticism but as
a chance for managing the process of change. The brother
and sister see the problem that there might be a lack of
time during business to work on the strategies and tasks.

The main factor of success in this case might have been
the mutual trust between the brother, the sister and the
consultant. This was the basis for talking about unpleasant
things and the development and implementation of strate-
gies and tasks.

Transferability
As long as the two entrepreneurs keep on trying to get to
the bottom of their problems and have a positive point of
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view regarding an ongoing evolution and development of their
company, sustainability is assured.

The example of the company shows that some pre-con-
ditions, such as the willingness to face the challenges of
change and the ability to talk about the unpleasant things,
have to be fulfiled to be successful. The strategies and
tasks worked out may also be suitable for other compa-
nies, but have been tailored to the company. The project has
shown that the situations of the participating companies
are quite different, meaning that individual solutions have to
be found, but some of them are transferable under certain
circumstances.

For further examples of good practice within the Italian
approach see the MIC-website: www. mic-project.org
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Transnational Value

he aim and the results of the MIC-project are not only
Tlimited to the countries of which institutions and organi-
sations joined the project. Also the sectors and industries
that served as target groups within the different approach-
es should not be considered as sole beneficiaries. The crafts
and industries on which the project focussed are rather to
be seen as examples that concretely show how anticipa-
tion and management of change can be conducted success-
fully in SMicEs. Concerning the situations in the countries
in which the project operated, it can be said that there
are similar and comparable conditions in nearly all Western
European economies. All SMicEs in these countries have to
face the challenges described above and the necessity to
manage change. By the tools for anticipation and manage-
ment of change developed in the project, they are enabled
to identify influencing factors that occur, to define concrete
need for action and to actively implement future-oriented
strategies.

E.g., the situation described in the German approach is typi-
cally and transferable to the automotive sector in whole Eu-
rope. Nearly all automotive suppliers in particular as well as
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metal-working enterprises in general face growing pressure
from the big manufacturers. And there are also similarities
existing concerning the retail industry, where small- and
micro-sized suppliers of big discounters are often in a com-
parable situation. All of these SMicEs are invited to make
use of the self-applicable tools and instruments of the Ger-
man approach. They also might use the examples of good
practice which provide an insight into the application and
the results of the anticipation tools. Even if the results may
differ from company to company, it is important for enter-
prises to get active on their own.

Concerning the experience gained in the Dutch approach,
it can be said that the Netherlands is an innovative coun-
try with a high productivity rate and strong companies in
terms of quality. SMicEs in the machinery sector are try-
ing to find the best strategy in the increasing competition:
to focus more on high-tech, highly qualitative products for
which innovative capacity is essential, and aim to differenti-
ate through specialization. Because these trends are not
only limited to companies in the machinery sector, but also
present in the whole of the Netherlands, and actually in all



Western European economies, the tools developed in the
Dutch approach can be of relevance for all SMicEs in Europe.
This is especially true for other machinery manufacturers
in Europe, since many of them face the same problems as
shown in the example of good practice.

The Spanish SMicEs are - like nearly all SMicEs in Western
Europe - influenced by new companies entering the market
due to the EU eastern enlargement. In this new context
many new competitors are located in countries closer to the
main European markets, with a dense infrastructure and a
good network and also with an important industrial tradition
in the metal sector, combined with cheap labour costs and
an experienced workforce. The new competitive conditions
force SMicEs to modernize its productive facilities by in-
corporating technological improvements, process improve-
ments and also to implement more advanced management
systems and restructuring processes in the company. And
Why? In order to increase productivity and to reduce costs.
The introduction of new capacities and technological im-
provements in the productive processes of small companies
will allow the design and/or manufacture of new products,
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more complex products and products with more added value
and will produce important gains of productivity.

Especially SMicEs of the metal sector are vulnerable to the
new conditions of competitiveness that imposes the glo-
balised market. Also the main problems detected are com-
mon to other industrial sectors (like textile, steel, electric
and electronic,...): low levels of productivity of the present
productive processes, risk of relocation of the production
plants of important clients to other regions as well as con-
currence of new competitors. So after two years of MIC it
can be affirmed that many metal SMicEs need to extend
their markets and to look for elements of differentiation in
their products, to improve their productive processes, to
innovate in products migrating towards new own develop-
ments that diminish the vulnerability of the companies, to
implement new strategies of cooperation between them
and, finally, establishing new business models — all over Eu-
rope.

The Italian approach of MIC has chosen representative com-
panies from the carpentry sector, a sector with a long tra-



dition in the wood industry in South Tyrol. Like South Tyrol,
many other regions in Europe are as well traditionally de-
pendent on the wood industry, in which often SMicEs oper-
ate. The transferable factors of the experiences made in the
Italian approach are that small carpentries like described
above are in general under pressure of competition, mostly
because of the cheaper manufacturers from Eastern Eu-
rope and Asia. The example of the company described above
shows that some preconditions, such as the willingness to
face the challenges of change and the ability to talk about
unpleasant situations, have to be fulfilled to be successful.
Also a sector analysis showed typical types of companies
which referred each to special strategies, e.g. coopera-
tion, expansion or entering niches. This conclusion is globally
transferable to carpentries.

In general, the MIC project has been able to make SMicEs
aware of the importance of knowledge about change, and
of the fact that a few practical changes in the company
can make a large positive difference in the company’s daily
business without too much effort needed. The more SMicEs
internalise this fact, the better
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Transnational Dissemination
and Mainstreaming

policy of wide dissemination of the project results has
Abeen pursued. The dissemination has in particular been
focused on SMicEs, the targeted beneficiaries of the project
results. Dissemination activities are not only limited to na-
tional borders, they aim to reach SMicEs in all countries of
the European Union.

Disclosure of project results and knowledge about change
is mainly provided by the project website which is availa-
ble on www.mic-project.org. This website has already been
widely disseminated among customers, project partners,
and other interested parties like trade unions and employer
associations in order to provide various information related
to the project. From the beginning of the project the web-
site has been created and continuously advertised as a main
dissemination tool. Owners and executives of SMicEs, advi-
sors, multipliers as well as all other interested parties are
thus able to get a concise overview of the main results.
There are download versions of the tools for anticipation and
management of change available. For each approach there is
a summary given as well as contact information.



Compared to the website, the present brochure only serves
as a source of concise information for all SMicEs interested
in anticipating and managing the change. All partner organ-
isations of MIC distribute the brochure and promote the
website. The final official dissemination activity is the MIC
Final Conference in the Euskalduna Conference Centre in Bil-
bao with the title “Anticipation and change in the European
SMicEs: Practical Experiences”.

On national level, the dissemination activities already start-
ed with the development of the anticipation tools. As a re-
sult, a lot of SMicEs had been invited to participate in ac-
tivities that foster an active anticipation and management
of change. With press releases and newspaper articles, be-
ing present on local and regional trade fairs, workshops,
newsletters etc. many SMicEs were reached and sensitized
about possi-bilities to benefit from the MIC outcomes.

As regards mainstreaming, all partners of MIC pursued to
convey the results and the lessons learnt during the project
phases to relevant decision makers on local, regional, na-
tional, transnational or sectoral level. This was ensured

by several evaluation and monitoring activities within the
project. By building a solid foundation with the use of these
means, the results and the experiences of the project shall
foster sustainable and promising conditions for all SMicEs
in the European Union.
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