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Socialeconomicdevelopmentincorporatesglobalcampaigningadvantagesindevelopingsocialpolicy
andeconomicinitiatives.Thepurposeofthisbookistoprovideinsightsanddiscussionabouthowto
fosterthesocialeconomicdevelopmentistobringaboutsustainedimprovementinthewell-beingof
theindividual,companies,communityand,inparallel,withitssustainability.Itinvolvesthatthebook
coveringaskeytopicsinvaluecreationthroughinnovationandinnovativepractices,socialinnovation
andentrepreneurialandinvestmentopportunities.Italsoaddressesissuesrelatedtohumanresources:
cross-culturalissues,globalchallengesandopportunitiestoimprovequalityoflife.Inaddition,thisbook
aimstosupportresearchersandacademics’workbysharingthelatestresearchonthemesandissuesthat
promotesocialandeconomicdevelopment,amongcompaniesandsocietyatlarge,enablingevidencefor
publicpolicyimplications,especiallyforstakeholders,entrepreneurs,directorsandlawmakers,aiming
toimprovesustainablevaluecreation.

Chapter1,titled“SocialInnovationasaPromotoroftheWelfare:TheCaseofOneDollarGlasses
inBrazil”byCarvalhoandViana,giveusimportantlearningsaboutsocialinnovation.Althoughthere
isalreadymuchliteratureoninnovation,thetermsocialinnovationisstillrelativelyrecentandunder-
explored.AccordingtoBignetti(2011)socialinnovationreferstoideas,actionsandneworimproved
knowledgewiththegoalofovercomethesocialneedsinseveralareasofcooperationandparticipation
oftheintervenient.Itisconsensualtheimpactofsocialinnovationintheworldandthisinfluenceon
theimprovementofwelfare,mainlythroughsomeregionalprojectsthatdiagnosishighpriorityneeds
ofthemostvulnerablepopulation.Thischapteraimstodiscusstheinfluenceofsocialinnovationinthe
improvementofdailylifeofpopulationandpresentthecasestudyoftheprojectonedollarglassesin
Brazil.ThisprojectdevelopedinitiallybytheGermanresearcherMartinAufmuththatdesigntheproduc-
tionofresistantglasseswithalowercost.ThisprojectnamesRenovatioinBrazildeliverabout12000
glassesandcoveragapofophthalmologist(85%ofmunicipalitiesinBrazildon’thavethisspeciality),
andtheaccesstothisfundamentalproduct.

Chapter2,withthetitle“ManagementInnovationandBusinessPerformanceinServices:Economic
andSocialPotential”proposedbySimão,MadeiraandCarvalho,providesaanalysistheconceptof
managementinnovation;thecharacteristicsoftheservices;aswellasthemultiplewaysinwhichin-
novationcanoccurinservices,makeitdifficulttomeasuretheresultoftheinfluenceofmanagement
innovationonperformance.Basedontherationalandinstitutionalperspectives,relevantinthestudyof
theeffectsofmanagementinnovation,theobjectiveofthisworkistoanalyzehowtheintroductionof
thistypeofinnovationdeterminestheperformanceofservicefirms.Thoroughanalysisoftheliterature
suggests that theinnovativechallengeofservicefirmsfocusesnotonlyontechnological innovation
butalsoonmanagementinnovationfocusedoneconomicand/orsocialpotential.Thecharacteristicsof
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managementinnovation,aswellastheabilityofservicefirmstointegratedifferenttypesofinnovation,
enablethemtoachievedistinctcompetenciesandhighsustainableperformanceintheformofeconomic
andsocialgains.

Chapter3,titled“ProfileofTopCompaniesComparedtotheMostValuedCompaniesforProfes-
sionalPerformanceinSpain”writtenbySeoane,offertheanalyzetheprofileofthehundredmostvalued
companiesintermsofjobperformanceinSpaininthe2013-2016period,comparingitwiththosewho
havebeenintherankingeveryyear,whicharecalled“Top”.Thestudycomparedthe400mostvalued
companieswiththe160“Top”companiesandclassifiedthembynationality,location,size,shareprice
andeconomicactivity, through themeasurementofsevenfactors:TalentManagement,Retribution,
Workenvironment,RSC,Education,EmployeeperceptionandTotalvalue,usingunifactorialvariance
analysisandMultiplelinearregressiontechniques.Itisconcludedthatsize,nationality,locationand
sectorhavenorelevanceandonlythesharepriceshowstheinfluence.Itisaninnovativeandquantitative
workthatallowsmeasuringthecharacteristicsofthemostattractivecompaniesintermsofprofessional
performanceandthosecompaniesthatalwaysappearinthatrankingasthe“Best”.

Chapter4,titled“SustainableEuropeanCompaniesMarketValue:EffectsofEmissionsEficciency”
proposedbyPache-Durán,Pérez-Calderón andMilanés-Montero, describes the extent towhich the
companieswiththebesteco-efficiencyindicatorshavefoundtheirmarketvaluepositivelyoradversely
affected.Theauthorswillanalysewhetheroneofthemainstakeholdersinbusinessattitudeandactivity
towardstheenvironment,i.e.,capitalmarkets,arerewardingcompaniesfortheirexcellenteco-efficiency
performance.Thepaperwillbeexplicitlyexaminingthehypothesisthatahigherdegreeofeco-efficiency
isassociatedwithagreaterrecognitionbythestockmarket.Thestudysamplewillcompriseadatapanel
fromEuropeancompaniesindexedintheDJSWI,fortheyearsrangingfrom2011-2015.Thefindings
obtainedindicatethatthecapitalmarketsaregivingrecognitiontotheEuropeancompaniesthatachieve
greatereco-efficiencylevelswhereemissionsareconcerned.Thepreviousbehaviourwillberewarded
bythecapitalmarket,whichcancontributetoimprovingitsreputation,reducingitsfinancingcostsand
generatingwealthforitsshareholders

Chapter5,withthetitle“ThePolicyofTechnologicalInnovationandEconomicTrajectoryofPor-
tugal:AnalyzingtheContextoftheAlgarveRegion”byEngel,NoronhaandDeponti,presenttheresult
ofaninteruniversityexchangedoctoralresearchprojectcarriedoutintheAlgarveregion,Portugal,in
2017.ItsobjectivewastodiscusstheeconomictrajectoryofPortugalandits implicationsforthose
politicalstrategiesencouragingtechnologicalinnovation.Ourempiricalresearchusedinterviewsand
theanalyticalresultswerebasedonthepathdependencetheory.Theoutcomesofthisstudypointtothe
dependenceoftheAlgarveregionfromexternalinvestments.

Chapter6,titled“NewApproachtoDetectandSelectTechnology-BasedFirms:ValueCreationFac-
torsinaFollowerTechnologyCountry”presentedbyGarrido-Prado,Delgado-RodríguezandRomero-
Jordán,providesthestudyoftechnology-basedfirms(TBFs)isessentialtoassessthegrowthpotential
ofacountryduetotheircapacitytointroduceradicalinnovationsandvalueintotheeconomy.Inthis
chapter,theauthorsproposeadefinitionforTBFsbasedontheirstrategiesthatmakespossibletoidentify
thecompanieswithadvanceduseoftechnology(includingknowledge)inallthesectorsoftheeconomy.
Forfollowercountriesintermsoftechnologyandinnovation,asitisthecaseofSpain,toidentifythis
kindofcompaniesandtoorientatespecialpublicpoliciesthatfostertheirdevelopmentmaybecrucial
toaddressthegrowthandvaluecreationpotentialofthecountry.Thus,theauthorsproposeamethod
todetectTBFsinnotonlyhightechnologicalsectorusingaTechnologicalInnovationPanel(PITEC)

xv
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inSpain.ThischapterconfirmsthatthereareTBFsinmanyactivitiesoutsidethehightechnological
sectorsthatcanbeofinterestforpublicinstitutionandinvestors.

Chapter7,“Thew-HEALTHQUAL:AMeasurementScaleforAnalysingPatients’SatisfactionWith
PrimaryHealthcare”developedbyGodoyCaballeroandMurilloZamorano,presentsanewscalethat
adequatelymeasurespatients’satisfactionwiththehealthcarefromtheuser’sperspective.Usinginforma-
tionreportedbypatientsabouttheirexperienceandabouttheimportanceofcertainaspectsofprimary
care,anewmeasurementinstrumentisbuilt:thew-HEALTHQUAL.Itallowstoadequatelymeasuring
patients’satisfactionwithprimaryhealthcare,andisusedtoidentifydifferentareasofsatisfactionin
thehealthmapoftheSpanishregionofExtremadurabymeansofatwo-stageclusteranalysis.Three
groupsofpatients,thatdifferbetweentheminpatients’levelofsatisfaction,areidentified,allowingfor
thecategorisationofeachthecentresintheregionbasedonthesatisfactionlevelofthepatientsthey
treat.Theanalysissuggeststhatadifferentdistributionofhealthcaremaybeneededsothatamoreef-
fectivehealthcarecanbedelivered.

Chapter8,withthetitle“EducationalChoices,FamilyBackground,andSocialMobility:Education
andSocialMobility”byRego,Vieira,andIsabelVieira,describestheevidencethateducationisgen-
erallyconsideredavaluabletooltoimproveindividualsocio-economicstatus.InEuropeanperipheral
countries,uptothelate1970s,onlyasmallelitehadaccesstohighereducationandsuchprivilege
guaranteedacomfortablesocio-economicposition,notonlyviathejobmarket,butalsobyallowing
thesustainabilityofpre-existingsociallinks.Fromthenon,democratizationofaccesstohighereduca-
tionshouldhavepromptedadecreaseinsocialandeconomicinequalitieswithinandacrosscountries.
However,currentdatastillreflectsthat,despitegainedaccesstosocialupliftingtools,individualsfrom
lessfavoredbackgroundsappeartonothavebeenabletoclosethevariousgapsseparatingthemfromthe
moreprivilegedones.Inthischapterweanalyzerecentdatatocharacterizehighereducationattendance
inPortugal,highlightingsomefactorsthatmaystillblockthesocio-economicimprovementoftheless
favoredstudentsandsuggestingpolicymeasurestoovercomethem.

Chapter9,titled“RecommendationstoEnhanceCommunicationWithUsersThroughPrototypes
andtoAssistOpenInnovation:ACaseStudyinaDevelopingCountry”bySantos,Olivan,Carvalho,
CostaandRicz,describesthattheinnovationhasbeenincreasinglybecomingamajorcompetitivedif-
ferentialforcompanies.However,innovationaloneisnotenough.Innovationsencompassfromnew
productstonewbusinessmodels,buttheyneedwell-definedstrategiestodelivervalueaccordingtothe
marketneedsandtobewellaccepted.Innovationslookingatdifferentialsfortheusersshouldconsider
theirproblems,includingproductsandservices,sothattheycanpromotesolutionstomeettheusers’
expectations.Therefore,theinvolvementofstakeholdersintheinnovationprocesswhoarebeyondthe
organisation’sfrontiers,suchasusers,isimportantasitallowstheinclusionofnewabilities,resources
andknowledgeintheprocessofdevelopment.

Chapter10,titled“DigitalMarketingandGroceryRetailingEvidenceFromaLargeRetailerinItaly
andBelarus”byTongiani,CarforaandReut,describesthatthecompetitioninthedistributionsectoris
becomingincreasinglymorecut-throatandconsumershavemultiplechannelstochoosefromformak-
ingtheirpurchases,eachwithdifferentcharacteristicsandusemethods.Theobjectiveofthisworkisto
obtaininformationandidentifytheelementsthatallowforhighlightingtheabilityofthegroceryretail-
erswhousethewebandthesocialmediatoexpandtheirownreferencemarketsandestablishlasting
relationshipswiththeconsumers,establishinghighloyaltyratesofthesame.Thebasicideaisthatof
verifyingtheimportancefortheenterprisesoperatinginthegrocerysectorbothinItalyandBelarusof
settingupane-commercewebsite,andofmakingthemeansandinstrumentsavailabletotheclienteleto

xvi
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allowthemtoshopindifferentwaystothetraditionalone.Theinformationwillbeacquiredbymeans
ofinterviewswithcustomersofaretailerinItalyandaretailerinBelarus.Theanalysesoftheresults
willprovideusefulindicationsconcerningthemarketingactivitiesoftheretailersinbothcountries

Chapter11,withthetitle“FashionDesignEntrepreneurs:ACaseStudy”proposedbyFernandes,
MadeiraandPereira,presentthefashionindustryisexperiencinganewdynamicasmanyprofessionals
havedecidedtotaketherisktocreatefashion-relatedbusinesses.Asuniversitiesandprivateschools
providefashioncourses,manypathscanbetakenbygraduatesinthisvastandchallengingindustry,
includingcareersasfashiondesignentrepreneurs.However,thelackofinformationregardingnetwork-
ingandbusiness-creationcanbeahardwalltocomeacross,asfashiondesignersarenotpreparedin
thatsensebyhigher-educationcourses.Fashioneducationisstillveryfocusedonhardskills,forgetting
toteachstudentstobepro-activeandforward-thinkers,yetanewgenerationoffashiondesignershas
transformedpastexperiencesandprofessionalvisiontobecomeentrepreneurs.Thisstudyprovidesresults
obtainedthroughinterviewsofthesefashionentrepreneursinPortugal,aswellasothercountriesaround
theglobe.Thisworkobservesthisever-changingindustryandsuggeststheriseofanewentrepreneurial
realityinfashiondesign,aswellasthemulti-disciplinarypeoplewhoarechangingit.

Chapter12,titled“SocialEntrepreneurshipandInnovation:StrategicManagementforTourism,Hos-
pitalityinWesternAmazon”byBenevides,SãoPedroFilho,Madeira,SakunoandArenhardtdescribes
astudyontheanalysethemainstrategiesforthequalificationofinboundtourismandhospitality.This
studyissupportedbytheTheoryofPlannedBehaviourandconceptsofinboundtourism,hospitality,
creativityandinnovation.ThestudyusesMethodofCaseStudy,asmethodologicalprocedureswork-
shopswereheldwithstakeholdersofRondôniatourismtrading;therewerecollectionofdata,participant
observationandananalysisofdocuments,allowingcritiqueaboutthecausalrelationship.TheSWOT
matrixwasappliedintheproductionofthesurveyreport.Asaresult,therehasbeenarecognitionofthe
tourismpotentialinthescenarioandthenecessityforstrategicplanningoftheattributes;validelements
forsocial innovationbyqualifyingstrategiesfor inboundtourismandhospitalityare indicated.The
originalityisonproposingstrategiesthatempowerthemarginalizedandsociallyexcludedpopulation,
promotedthetouristicresources,indicatemanagementalternativestoqualifytheinboundandhospitality
andcontributetotheregionaldevelopment.

InChapter13,titled“TheMulticulturalityIssueonGlobalization,”theauthorVieirapresentastudy
ontheglobalizationofmarketsemphasizetheentrepreneurshipphenomenon,althoughheexistssince
long-standing-Cantillonisidentifiedasoneofthepioneersinthesubject-hasnowanincreasedrel-
evance.Inthischapter,weworkthissubjectinthefieldofSociology,focusedonagencyandstructure
pleadings,understandableasahumanaction,whichstartsfromarationalchoiceandwithanaction
sociology.Basedonadoctoralresearchcarriedoutwiththeobjectiveofidentifyingtheprofileofwomen
entrepreneurial,thisscriptseekstostylizesomematerialthatwasleftopenintheempiricalelements
collected,namely the roleofentrepreneurial immigrantcommunities in theAlgarve regionand the
interculturalitypresentinthebehaviorsobserved.

Chapter14,titled“LocalDevelopmentandPovertyReductioninLow-IncomeRuralCommunities
intheNortheastBrazil”anddevelopedbyCarvalho,describestheproblemofpovertyisbecominga
concernworldwideforthepotentialforitsdissemination.Thephenomenonaffectsnotonlytheless
industrializedcountries,butalsothosethathaveovercomethestageofunderdevelopment.Thispaper
describesthreecasestudiestounderstandhowlowincomeruralcommunitiesintheBrazilianNortheast
managedtomitigatetheirproblemsofsocialexclusionfromasetofactionsinvolvingseveralagents.The
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resultsshowedthatthejointapplicationofactions,suchasthesettlementofproducersinexpropriated
lands,theinstallationofbasicinfrastructure,investmentsfinancedinirrigatedagriculture,technicalas-
sistance,training,marketingsupportandself-managementaresufficienttoreducepovertyandpresent
resultssatisfactory.

Chapter15,withthetitle“RolesofMarketOrientationandSocialOrientationonSustainability:
CaseStudiesinRuralSMEsinCáceres”proposedbyVaz,andSantiago,isanexploratorystudythat
aimsatanalyzingproactivityasaconditionofthedynamicstowhichorganizationsareobligedtosearch
for,deviseandgenerateanadequateresponse,accompaniedbythecapacityforinnovationandsustain-
abilityinthenatureoftheresponsetoachieveacompetitiveadvantage.Thisstudycontributestothe
understandingofsmallbusinessinnovationcapacity.Itisproposedamodelthatstartsfromthemarket
orientationandthesocialorientation,asvariablesthatenhancetheinnovationcapacityofthecompanies,
impellinginthisway,theirresponsetotheneedsofthecustomers.Amulti-casestudyisusedtovalidate
thesaidmodelintheSMEsruralinCáceres.Theresultsshowareactivemarketorientationandahigh
awarenessofgeneratingsustainabilityconditions.Thismeansthatenvironmentalandsocialorientation
shouldbemaintainedoradaptedtosoinnovationcanbesustainableinthelongrun.
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ABSTRACT

Although there is already much literature on innovation, the term social innovation is still relatively recent 
and underexplored. Social innovation refers to ideas, actions, and new or improved knowledge with the 
goal of overcoming the social needs in several areas of cooperation and participation. This influences 
the improvement of welfare, mainly through some regional projects that diagnose high priority needs 
of the most vulnerable population. This chapter aims to discuss the influence of social innovation in 
the improvement of daily life and presents a case study of the project one dollar glasses in Brazil. This 
project was developed initially by the German researcher Martin Aufmuth, who designed the produc-
tion of resistant glasses with a lower cost. Renovatio in Brazil delivers about 12,000 glasses and covers 
a gap of ophthalmologists (85% of municipalities in Brazil don’t have this specialty) and the access to 
this fundamental product.

INTRODUCTION

Nowadays it is consensual the role of social innovation to solve several problems mainly when state fail 
in assist poor and excluded people. Nevertheless, we don’t have a single definition for social innova-
tion, however most of the definitions provided by the literature highlight that this type of innovation 
provides solutions for societal problems and involves multiple stakeholders in networking, such as, social 
enterprises, non-profits, individuals, universities, government agencies, volunteers, etc. These kinds of 
solutions have a huge societal impact on the day life of the citizens and could be replicate in different 
contexts and geographies.

Social Innovation as a 
Promoter of the Welfare:

The Case of One Dollar Glasses in Brazil
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This chapter aims to discuss the influence of social innovation in the improvement of daily life of 
population and present the case study of the project one-dollar glasses in Brazil. To achieve the objec-
tives this chapter is divided in two main parts. The first part presents a literature review about social 
innovation. And the second part present the case study of one-dollar glasses and in the context of Brazil. 
The chapter also provide some considerations about learning objectives and outcomes and also some 
questions to discuss to allow the application of this chapter as a pedagogical case study.

BACKGROUND

Social Innovation

Nowadays it is possible to find an extended literature about innovation, nevertheless the concept of 
social innovation still underexplored. According to Pol e Ville (2009) social innovation it is a concept 
that everyone like however nobody knows really whom this concept means. In the last decades social 
innovation has receive several contributes from different fields such as, local development studies, urban 
studies and studies of labour organization (Moulaert et al, 2013). Nevertheless, the scholarly literature 
on social innovation in the field of social policy and welfare studies still scarce (Jenson, 2014).

A study developed by BEPA (2010) suggest that Max Weber was the first author that introduce 
this concept, when defined the relation between social order and innovation through the impact of the 
behaviour in the social. Nevertheless, Bernatchez (2006) referred that Taylor (1970) and Gabor (1970) 
are the pioneers in the use of the social innovation concept, due this author understudied how new ways 
to do things could response to the social needs and highlight the importance of the new social arranges 
reflected in the law and technology and their social impacts. In the fact the earlier studies associate social 
innovation to social change and are more linked with sociological studies.

However, during the last years the theories evolution and it is possible to find three blocks:

1.  Theories of social change focusing on practice theory, institutionalisation and development theories;
2.  Theoretical approaches in the different fields of social innovation research (social entrepreneurship, 

social economy, local and regional development, design thinking, development studies);
3.  Innovations studies including science and technology studies (STS), management and business 

innovations.

In the fact, social innovations cover new practices (concepts, policy instruments, new forms of co-
operation and organisation,) methods, processes and regulations that are developed and/or adopted by 
citizens, customers, politicians etc. in order to meet social demands and to resolve societal challenges 
in a better way than existing practices (European Commission, 2013).

Bignetti (2011) defined social innovation as new ideas, actions and new or improved knowledge 
to overcome social needs in several areas of cooperation and participation in society. Mulgan (2006) 
highlighted that the actual business models tend to become outdated and limited in their use and focused 
the importance of innovation followed social innovation patterns in the last decades. The same research 
referred huge limitations associated to: population ageing, diversity of cities and countries around the 
world, increase in chronic diseases, behaviour problems, difficulties in transition to adult age, crime, 
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mismatch between GDP growth and happiness index, climate change, etc. In the fact social innovation 
could provide solutions long-term results to part of these problems and societal challenges.

The societal challenges that society face nowadays, mobilize societies to solve a set of problems and 
need through creativity of civil society, public and private institutions and reinforce the importance to 
follow for a more solidarity, innovative and knowledge based society, BEPA (2010) argued that society 
challenges are opportunities due the social and economic opportunities created and justified the needs 
to promote public policies that encourage social innovation to achieve:

1.  Provision of services for society and persons, usable and useful in quotidian life;
2.  Provision of these services by the government, making social innovation sustainable in the long 

term;
3.  Creation of new business opportunities and entrepreneurship.

Ruede and Lurtz (2012) complements the approaches presented and group social innovation accord-
ing to the preliminary categories that help to understand and organize this concept:

1.  Do something good for the society
2.  Change practices and/or social structures;
3.  Contributes for the urban and communitarian development;
4.  Reorganize the work processes;
5.  Provide a cultural relevance to technological;
6.  Implement changes in the field of social work;
7.  Innovate through social connectivity

Zapf (1987, 1991) found seven different (in part overlapping) approaches to social innovations more 
focused on the content of the social innovations. Social innovation as:

1.  … Restructuring organizations or relationships
2.  … New services offered (compared to new goods)
3.  … Technologies used to solve social problems
4.  … The inclusion of the people involved with the innovation process
5.  … Larger political innovations (compared to regular political decision and reforms)
6.  … Changing patterns of goods and services structure in an economy
7.  … New lifestyles expressing one’s values and status aspirations, observable through changes in 

one’s spending of resources.

Additionally, Moulaert et al. (2005) distinguishes four strands of social innovation. The first strand 
belongs to the field of management science related with enhancements in social capital that lead to more 
effective or efficient work organization. The second strand is multidisciplinary and associated commercial 
success in line with social and environmental progress. The third strand supported on arts and creativ-
ity is related with intellectual and social creativity, addressing how people should interact among each 
other. At last, the fourth strand is reported with local development in territorial and regional studies. 
Additionally, Pol and Ville (2009) provided a list with four conceptualizations of social innovations to 
exemplify different patterns identified in different disciplines:
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1.  Social innovation as a synonymous of institutional change. Institutional change in this sense means 
the change in the regulative, normative or cultural structure of a society.

2.  Social innovations as a social purpose to improve quality of life.
3.  Social innovation as a pubic good.
4.  Social innovation as a way to cover needs not addressed by the market.

In the fact social innovation is a topic under review and often receive new contributes and improve-
ments and could be analysed through different perspectives.

SOCIAL INNOVATION AS A PROCESS

Social innovation it is a holistic phenomenon (Kanter, 1999) that could be understood is a process that 
identify solutions for social problems and cover three dimensions as a process. In this sense of view 
social innovation (Cloutier, 2003):

• Social innovation centred on the individual. In this case the changes introduced influence di-
rectly the world perspective of the individual, help them to solve problems and to become more 
autonomous.

• Environment-oriented social innovation. In this case social innovation could bring changes for the 
territory, helping to solve and / or prevent social and economic problems and improve the quality 
of life, and is generally developed through the cooperation of various stakeholders.

• Social innovation in companies, this aims to meet the needs of employees in order to improve 
work productivity and can propose a new work organization focused on innovation and productiv-
ity that fosters creative knowledge exchange relationships, among others.

Hence, in social innovation development process we can find different steps that front societal chal-
lenges. Hubert et al (2010) resume this process in the following phases:

1.  Development of an idea based on the diagnosis of the problem and the structuring of the question, 
checking the symptoms and their origins;

2.  Generation of ideas to solve the problem;
3.  Testing ideas through pilot projects with feedback from users and experts;
4.  Transformation of the pilot project into social innovation by identifying legal, fiscal and income 

streams that ensure the long-term sustainability of the entity driving social innovation (e.g. NGO, 
community, business, etc.);

5.  Dissemination of the social innovation by disseminating the results obtained to other national or 
international communities;

6.  Establishment of new ways of thinking and doing involving different elements (social movements, 
business models, laws and regulations, research, infrastructures, etc.) and various actors from the 
public, private, nonprofit sector or even more social structures.

To exemplify phases presented, let us consider the case of Renovatio. The description presented was 
developed based on available material on this initiative 1.
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METHODOLOGY

This chapter aims to study a case of social innovations. This case also presents features associated with a 
social business model. The case using descriptions of the international case one dollar glasses .The study 
is based on information available on website of this association, videos and on documental information.

This exploratory study is supported on a qualitative research applied to this project in Brazil. The 
empirical part of this research was carried out by applying case study methodology, which, accord-
ing to Yin (1989), it refers to empirical research that investigates a contemporary phenomenon within 
a real-life context when the boundaries between the phenomenon and context are not clearly evident 
and where multiple sources of evidence could be used. Comparing case study methodology with other 
methodologies, Yin (1989) states that in order to define the method to be used, issues that are raised 
by the research must be analysed. This method is specifically suitable for answering explanatory ‘how’ 
and ‘why’ questions and deals with operational facts that occur over time rather than frequencies or 
incidence. To achieve a better understand about social innovation.

CASE STUDY: RENOVATIO

The Story

Two friends met One Dollar Glasses at the end of 2013, at the worldwide award-winning Enactus, a social 
organization that one of the creators of the idea was already part of2. At the event, they were impressed 
by the numbers that the NGO presented - 150 million people worldwide have serious vision problems 
and have no means to afford a glass.

Still, without the definitive project to begin Renovatio in Brazil, but interested in this cause, the pair 
went to research the Brazilian visual situation. In Brazil, about 27.5 million people of economically active 
age need glasses and do not know. The limitation caused by the lack of glasses has a great socioeconomic 
impact: it increases unemployment, the fall of productivity and more accidents at work, besides the ef-
fect on the quality of life. According to the Solidarity Literacy Program, the greatest reason for school 
dropout in the country is related to visual impairment.

The Problem

The high cost of glasses and the lack of structure to manufacture are some of the factorst limit access. 
The lack of access to glasses makes many children unable to read, making the educational development 
of these children impossible. Data have shown that 22.9% of the reasons that lead to school dropout are 
linked to vision problems. And when they do not do well in school, what future do they have?

The Solution

Faced with this problem, a German inventor Martin Aufmuth, created the One Dollar Glasses - technology 
that allows the production of extremely resistant and inexpensive grade glasses. The NGO One Dollar 
Glasses proposed the development of glasses using Swedish wire, French plastic, Chinese lens and a lot 
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of creativity. The glasses were developed using a steel rod. In 23 minutes, it is possible to make glasses 
with lenses that is very light. It is a craft technology. The cost of the glasses is almost $ 1.00 (with data 
released in 2014).

THE BRAZILIAN CONTEXT

In 2014, Renovatio, a non-profit association, brought this technology to Brazil and has since brought 
the vision to thousands of people. So, they decided to invest in the idea. They raised 45 thousand (R$) 
in a crowdfunding and had Bank of America like the first sponsor and began to produce glasses. To 
manufacture the glasses, the project trained and paid salaries for the unemployed and ex-homeless. The 
happiness of many workers was managing to get a job and still help other people to see better.

During the work developed, another problem was identified. According to information presented by 
Renovatio, 79% of municipalities do not have an ophthalmologist available from SUS (acronym of the 
Brazilian public health system). 45 million Brazilians (almost 20% of the population) need to wear glasses 
and do not know. Renovatio then identified that the problem was not only lack of access to glasses. But 
also, that it was, in fact, a lack of access to visual health as a whole.

THE SOLUTION AND IMPACTS

They brought a new solution. They developed an ophthalmic bus equipped with two complete offices with 
a capacity to attend more than 200 people per day. As observed by Renovatio, the impact is felt instantly, 
because, in a community service, the patient goes through the triage, consults with the ophthalmologist 
and is already going home with his donated glasses. To expedite the delivery process, lenses with vary-
ing degrees of myopia accompany the frames and can be docked on time. In the case of astigmatism, 
they are sent after diagnosis.

They noted that getting money from a company to make glasses and donate would not be feasible. 
For this, they created a social business - VerBem, consisting of an optics popular network giving access 
to glasses of quality and low cost.

According to Renovatio, through the program VerBem, it was possible to improve the vision of about 
15,000 people, to carry out another 2400 free examinations with itinerant ophthalmological offices and 
to generate more than $ 30 thousand of income for the Producers, all made by people in a situation of 
social vulnerability, thus closing the virtuous cycle they wanted.

Thus, the project proposed the creation of a network of popular optics formed by community sellers 
to give access to the population that cannot afford the high prices, using a self-sustaining model. Accord-
ing to Renovatio3, “We work in the social insertion of marginalized people, giving them opportunities 
for work, study and professionalization.”

Currently there are two production units in São Paulo, one in the Vision Institute and another in the 
Vila Nova Esperança community. There are six employees, who produce 140 pairs of glasses per month. 
After going through a selection process that includes tests, interviews and vocational guidance, the se-
lected ones create, together with the members of the NGO, an individual development track.

“The person works on the project, which generates income for him or her, causes impact, studies at 
night and participates in educational projects on Saturdays,” explains the young man. Visits to museums 

 EBSCOhost - printed on 2/8/2023 1:24 PM via . All use subject to https://www.ebsco.com/terms-of-use



7

Social Innovation as a Promoter of the Welfare
 

and universities are part of the itinerary. “The idea is to get her out of the environment she is in, whether 
it’s a hostel, a community or a homeless shelter, and show that there are different things.”4

What most motivates one of the founders of Renovatio is the possibility that children no longer need 
to leave school because they do not see. Or people do not have to stop working because they do not see.

Currently, Renovatio’s goal is until 2021 to distribute 1 million glasses to those who cannot afford 
it. In 2017 they won the Folha Empreendedor Social de Futuro (Brazil) Award.

CONCLUSION

This chapter presented and discussed a case of social innovation that could be label as an environment-
oriented social innovation. In this case social innovation bring changes for the territory, helping to solve 
and / or prevent social and economic problems and improve the quality of life and welfare of the people 
that sometimes could not have a regular work or children that reveal apprenticeship problems due their 
vision problems. This low cost and smart solution allow provide a vision for poor population around 
the world.

In the description of this case, based on real facts, it is possible to identify the phases in the process 
of development of social innovation, as described by Hubert et al (2010).

At first, an idea developed based on the diagnosis of the problem and the structuring of the question, 
checking the symptoms and their origins. For the case presented, the problem identified was the issue 
of visual health, that is, lack of glasses, which makes vision difficult and worsens the quality of life.

The second phase consists of generating ideas to solve the problem. In this case, the knowledge of 
another work developed by another NGO, allowed the creation of Renovatio and bring possibilities of 
creation of glasses of low cost. The third phase is to test ideas through pilot projects with feedback from 
users and experts. In this case, Renovatio developed its first glasses, which were distributed through the 
donation process. But to continue the project, they would need company donations that could not be 
something viable and sustainable. In this way, they enter the fourth phase, where they sought to trans-
form the pilot project into social innovation. Renovatio then created a popular network to give access 
to the population that cannot afford the high prices, using a self-sustaining model. In the fifth and sixth 
stages, which correspond to the dissemination of social innovation and the establishment of new ways 
of thinking and doing, once again Renovatio stands out. It publicizes its work through various videos, 
website, and partnerships. It establishes new ways to reach its target public, through the development of 
an adapted bus with an office and infrastructure, enabling the poorest population to be served and the 
Revovatio fulfils its mission. They also tell stories of impact, like a young woman who dreams of being 
a doctor and was the best student in the school even with 8 degrees of myopia; a lady who lost the fear 
of leaving home because she could now see the holes in the street.

ADDITIONAL NOTES FOR THE CASE

This case could be used as a teaching case study, in this situation please consider:

• Learning objectives;
 ◦ Understanding the phases of the development of a social innovation
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 ◦ Learning to identify the possibilities of impact of a well-developed social innovation;
• Set of questions (suggestion);

 ◦ What were the possible difficulties in the development of Renovatio?
 ◦ How does the development of Renovatio relate to the phases of the process of developing a 

social innovation?
 ◦ What are possible ways for the growth of Renovatio?

• Media: Websites, news and videos:
 ◦ http://www.renovatio.org.br/
 ◦ http://fas-amazonas.org/2017/05/parceria-entre-renovatio-e-fas-realiza-exames-de-vista-e-

entrega-oculos-para-ribeirinhos-em-manaus/?lang=en
 ◦ https://www.youtube.com/watch?reload=9&v=cCZq0KPdvIs
 ◦ https://www.youtube.com/watch?v=jDgFbOmmMoY
 ◦ https://www.youtube.com/watch?v=5B_PFknwf9U
 ◦ https://www.napratica.org.br/historia-renovatio/
 ◦ https://www.youtube.com/watch?v=270JzqZyDOg
 ◦ https://www.youtube.com/watch?v=Yfd5a80ZT2g
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ABSTRACT

The concept of management innovation, the characteristics of the services, as well as the multiple ways 
in which innovation can occur in services make it difficult to measure the result of the influence of 
management innovation on performance. Based on the rational and institutional perspectives relevant 
in the study of the effects of management innovation, the objective of this chapter is to analyze how the 
introduction of this type of innovation determines the performance of service firms. Thorough analysis 
of the literature suggests that the innovative challenge of service firms focuses not only on technologi-
cal innovation but also on management innovation focused on economic and/or social potential. The 
characteristics of management innovation as well as the ability of service firms to integrate different 
types of innovation enable them to achieve distinct competencies and high sustainable performance in 
the form of economic and social gains.
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INTRODUCTION

For experts, policy makers, business executives, innovation is crucial in organizational performance 
(Prange & Schlegelmilch, 2016), economic growth (Gunday, Ulusoy, Kilic & Alpkan, 2011), sectoral 
changes (Tidd & Thuriaux- 2016), competitive advantage (Tidd, 2001) and business competitiveness 
(Gallego, Rubalcaba, & Hipp, 2013).

Organizations innovate due the competitive and/or institutional pressure from the external environment, 
or by adopting new services and practices attending to the internal organizational options (Damanpour, 
Walker, & Avellaneda, 2009). The innovative challenge of the firms is not only to offer new products or 
new forms of production, but also to change organizational practices, processes and structures (Birkin-
shaw, Hamel, & Mol, 2008, Hecker & Ganter, Jansen, Van Den Bosch, & Volberda, 2012), premeditated 
and focused on the economic or social potential of the firm (Drucker, 2002).

Organizations to achieve and/or to maintain distinctive competencies that allow them to function 
continuously (Damanpour et al., 2009) integrate technological and management innovation to create 
complex higher-level capabilities and positive complementarities that enhance performance (Hervas-
Oliver, Boronat-Moll, & Sempere-Ripoll, 2016).

Historically, research about the types of innovation has followed a technological trend, focused on 
a stricter definition of product and process innovations associated with research and development in 
productive enterprises (Damanpour & Aravind, 2012), while management innovation studies have been 
scarce (Volberda, Van Den Bosch, & Heij, 2013), particularly in the services sector (Walker, Chen, & 
Aravind, 2015). In this sector, this shortage is even more evident, considering its role in the creation of 
new services that, in turn, affect the financial performance of firms (Nieves, 2016).

In the context of innovation, this work focuses on the debate about non-technological innovation and 
specifically on the integration of management innovation and technological innovation and business 
performance; contributing to the research of management innovation and its consequences, analyzing 
its interdependence with technological innovation and complementarity in organizational results (Da-
manpour, 2014).

This work articulates the relationship between technological and management innovation, through a 
theoretical framework that integrates two different but interrelated perspectives, relevant in the study of 
the additional and potential effects of the joint adoption of technological and management innovation. 
Based on these approaches, it is contributed by comparing the consequences of the performance of the 
innovation activity, in the firms that seek to balance different types of innovation.

The studies about the relation between management innovation and performance focused on the 
industrial sector (goods) (Walker et al., 2015), although researchers emphasized the importance of 
developing innovation models for services, suitable for both goods, as well as, to services, without 
neglecting the peculiarities of the services, taking into account technological and non-technological 
innovation (Gallouj & Weinstein, 1997; Vergori, 2014). In the service sector, the effective way to gain 
competitive advantage is to move away from the technology-based approach to innovation and adoption 
more complex strategies (Evangelista & Vezzani, 2010).

Management innovations are not associated to infrastructures, they are abstract and intangible. Which 
makes them potentially complex and ambiguous (Vaccaro et al., 2012) and often unique to the firms that 
adopt them, making it difficult to replicate (Birskinshaw, 2006). These characteristics make manage-
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ment innovation one of the main sources of competitive advantage of firms (Mol & Birkinshaw, 2009; 
Volberda et al., 2013); however, this type of innovation remains as a poorly researched subject (Hollen, 
Van den Bosch, And Volberda, 2013), although in the services, play a relevant role (Aas & Pedersen, 
2011; Gallego et al., 2013).

The intangible nature of the services (Evangelista, 2000) makes product innovation in this sector 
easily copied by competitors (Sundbo, 1997) and difficult to protect (Gallouj & Weinstein, 1997), de-
spite the possibility of using brands (Schmoch & Gauch, 2009), or belong to professional associations 
(European Commission, 2012). As services are actions or processes (Gallouj & Weinstein, 1997), there 
is difficulty in distinguishing product and process (Hipp, Tether, & Miles, 2003; Miles, 1999). In ad-
dition, the services are characterized by close contact with clients, especially the process orientation 
of most services requires involvement (Hipp & Grupp, 2005), taking into account the convergence in 
meeting customer needs (Damanpour et al., 2009), particularly in the business services (Miles, 2008).

In summary, considering organizations as open systems and innovation as a way to facilitate adapta-
tion to the environment, this study proposes that in the services sector: (1) the adoption of management 
innovation benefits firms; (2) the impact of management innovation on performance is equivalent to that 
of technology; (3) there are potential sources of inconsistency in the relationship between management 
innovation and performance.

This chapter is structured as follows: the next section provides a theoretical overview of manage-
ment innovation; and this type of innovation is distinguished from the technological. The follow section 
approaches the relationship between management innovation and business performance, starting from 
the prevailing rational and institutional theoretical perspectives. Next section refers the integration of 
management and technological innovation in services and their consequences on business performance. 
Finally, we discuss the implications of this study in theory, research on innovation and performance in 
service firms.

Management Innovation

Management innovation differs from technology in that it refers to new practices, processes and management 
techniques, and organizational structures (Birkinshaw et al., 2008), which aim to improve organizational 
functioning (Volberda, Van Den Bosch, & Mihalache, 2014). It is evident a renewed interest in the study 
of management innovation (Hervas-Oliver, Sempere-Ripoll, Boronat-Moll, & Rojas-Alvarado, 2017; 
Nieves, 2016; Walker et al., 2015), reviewing themes previously named organizational or administrative 
innovation (Damanpour & Evan, 1984; Kimberly & Evanisko, 1981; Lam, 2004).

The literature presents two perspectives, from the novelty degree of management innovation (Bir-
kinshaw et al., 2008): new in the state of the art, which means that there are no known precedents; and 
new in the adopting organization. Both perspectives consider innovation as a significant improvement 
in previous management activities and competencies, favouring a closer alignment to the competitive 
environment (Hollen et al., 2013). Thus, management innovation refers to the introduction of new man-
agement practices, whose goal is to increase the effectiveness and efficiency of internal organizational 
processes (Volberda et al., 2013), aiming to improve business performance (Mol & Birkinshaw, 2009), in 
terms of innovation (Camisón & Villar-López, 2014), productivity and competitiveness (Hamel, 2006). 
Therefore, management innovation involves relevant changes, implying a departure from traditional 
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processes (how the organization is managed), practices (routines), structures (attribution of responsibil-
ity), and techniques (procedures for completing a task or goal) (Volberda et al. al., 2013). Conceptually 
or empirically, the distinction between practice, process, structure and techniques is not clear, so it is 
difficult to define management innovation by excluding any of them (Birkinshaw et al., 2008).

Management innovation encompasses changes in “how” and “what” managers do when they define 
guidelines, make decisions, coordinate activities, and motivate people (Hamel, 2006). These changes are 
context specific (Mol & Birkinshaw, 2009), ambiguous and difficult to replicate (Birskinshaw, 2006), 
making it a source of competitive advantage (Birskinshaw, 2006; Hamel, 2006). Even if the firm is based 
on the management innovations of other firms, its adoption is determined in which these management 
innovations are adapted to the specific context of the firm (Ansari & Zajac, 2010), and cannot be imitated 
without significant modifications that make them compatible with the organization’s structure, culture, 
and systems of the adopting organization (Damanpour & Gopalakrishnan, 2001).

Management innovations are new approaches and practices to motivate and reward organizational 
members; outline strategy and structure tasks and units; and modify the management processes of the 
organization (Birkinshaw et al., 2008; Damanpour et al., 2009). Management innovation involves changes 
in management systems, knowledge used in management, organizational structure, internal processes 
and management skills, with the goal of using resources effectively and achieving superior performance. 
Improved coordination and cooperation mechanisms within the organization are the cornerstones of this 
effectiveness and performance (Pino, Felzensztein, Zwerg-Villegas, & Arias-Bolzmann, 2016).

Different typologies of management innovation have been analyzed. For example, the Oslo Manual 
(OECD, 2005) and the Community Innovation Survey provide a list of management innovations grouped 
into three categories: (1) business practices in the organization of procedures (e.g., business reengineer-
ing, knowledge management); (2) methods of organization of responsibilities and decision-making (e.g., 
employee accountability, integration or disintegration of services); and (3) methods of organizing external 
relations with other public enterprises or institutions (e.g., alliances, partnerships). Armbruster et al. 
(2008) differentiate organizational innovation into structural intra-organizational (e.g., multifunctional 
teams, decentralization of planning functions); structural inter-organizational (e.g., outsourcing, reloca-
tion); intra-organizational process (e.g. teamwork in production, process of continuous improvement); 
inter-organizational process (e.g., just-in-time with customers, supply chain management). Hollen et al. 
(2013) distinguish management activities associated with goal setting, employee motivation, activity 
coordination, and decision making, which are intended to support the achievement of organizational 
goals. As these examples demonstrate, the typologies of management innovation are dispersed and there 
is no commonly accepted one, differing in their conceptualization and measurement (Damanpour, 2014).

Part of research on innovation management has focused on its determinants. Thus, several authors 
have demonstrated that management innovation is a consequence of the internal context of firms and 
external knowledge demand (Mol & Birkinshaw, 2009), human resources qualifications (Orfila-Sintes 
& Mattsson, 2009), organizational memory and learning capabilities (Camisón & Villar-López, 2011), 
transformational and transactional leadership (Vaccaro et al., 2012), the human resources system based 
on commitment (Ceylan, 2013), internal sharing of knowledge (Černe, Jaklič, & Škerlavaj, 2013).

In parallel, the consequences of management innovation activities have also been evaluated. In this 
context, the literature shows that management innovation, for example, improves corporate reputation 
(Staw & Epstein, 2000), contributes to increased productivity (Mol & Birkinshaw, 2009); allows to 
achieve sustainable competitive advantage (Camisón & Villar-López, 2011); power the development of 
dynamic capabilities (Gebauer, 2011); supports process innovation and marketing activities (Ceylan, 
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2013); favours the development of technological innovation capabilities (Camisón & Villar-López, 2014); 
integrated with technological innovation, form complex top-level capabilities and positive complementa-
rities (Hervas-Oliver, Ripoll-Sempere, & Moll, 2016); favours the introduction of product learning and 
innovation capacity (Nieves, 2016); increases export performance (Azar & Ciabuschi, 2017).

Although management innovation supports technological innovation (product and process) and 
also have important impact on business performance (OECD, 2005); most of the studies on innovation 
continue to focus on technological innovation, neglecting management innovation (Hervas-Oliver et 
al., 2017), so this article analyzes these relationships and their impact on performance in service firms.

Technological and Management Innovation

The innovation activities of firms have focused on technological innovation (Drejer, 2004), which en-
compasses product and process innovation (Mothe & Nguyen Thi, 2012).

Product innovation is new or significantly improved goods or services, introduced to the market, to 
meet customer needs, and process innovation are new elements introduced into the firm’s production 
or service operation to produce a product or provide a service (Damanpour, 2010; Walker et al., 2015). 
Together, they constitute the technological innovation used in this study.

Arguments that identify management innovation as a prerequisite for technological innovation are 
found in the articles about the organizational changes published in the 1950s (Lawrence, 1954). Since 
the last century the relationship between management innovation and technology (Damanpour & Evan, 
1984; Kimberly & Evanisko, 1981) has been investigated, knowing that they are interconnected (Lam, 
2004), however, innovation is scarce (Damanpour, 2014).

The difference between technological and management innovations is related to the broader distinc-
tion between technology and social structure (Evan, 1966). At the entrepreneurial level, technological 
innovations are associated with the technological core or technical system of the organization and manage-
ment innovations are associated with the social system (Daft 1978, Damanpour & Aravind, 2012). The 
theory of the sociotechnical system (Trist & Bamforth, 1951) challenged the technological imperative, 
postulating that the social and technical system must form a single integrated system; whose relationship 
between organizational subsystems is correlated, a change in one subsystem requires changes in other 
subsystems. In particular, the social system refers to the people who work in the firm and its relations, 
while the technical system consists of techniques, procedures or knowledge used by the social system 
to achieve organizational goals (Trist & Bamforth, 1951).

Management innovations affect the technological core (Daft., 1978), suggesting that innovation in the 
technical system of the firm is frequently impelled by the innovation of its social system (Damanpour & 
Evan, 1984). Management innovation does not provide a new product or a new service but influences 
indirectly the introduction of new products and/or services or its production process (Subramanian & 
Nilakanta, 1996).

Firms that gather technological and management innovations, improve/sharpen their social (manage-
ment) and technological systems, developing complex and integrated systems of innovation capacities 
and, therefore, they are able to obtain higher incomes that come from the complementarity of capacities 
of technological and management innovations (Hervas-Oliver, Ripoll-Sempere, et al., 2016).

The term used in this article, corresponds to the terms administrative innovation and organizational 
innovation, as already applied in previous researches (Damanpour, 2014). Different from the innova-
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tions of product, service and process, the definitions of organizational, administrative and management 
innovations overlap significantly (Damanpour & Aravind, 2012).

According to the seminal work of Birkinshaw et al. (2008), management innovation consists in the 
creation and implementation of management practices, processes, structure or techniques which are new 
to the “state of the art”, aim to reach the organizational purposes (e.g. divisional structure, Toyota’s 
production system, total quality management, the costing based on activities, the modern assembly 
line, the balanced scorecard, the professional quality of life). As these examples suggest, management 
innovation is a multidimensional construction that includes structural, operational and administrative 
processes, based mainly in non-technological factors.

This definition, new at the “state of the art” means management innovation without known precedents 
(Abrahamson, 1996; Birkinshaw et al., 2008). In what concerns the novelty degree of management in-
novation, it might be completely new to the world or to the firm. Innovation only occurs when the change 
is firstly inserted, all the remaining events are subsequent adoptions (Leiblein & Madsen, 2009). Being 
new to the firm, means that the level of adaptations to the specific context of the organization is high 
and its result may be uncertain (Birkinshaw et al., 2008).

In this study it is used the definition of Birkinshaw et al. (2008) but, as well as Walker, Damanpour 
e Devece (2011) e Vaccaro et al. (2012) with two modifications: focuses in the adoption of innovation 
(not in the creation) and it is an innovation in the adopting organization (not in the state of the art). 
This distinction is convenient because the management innovations are mainly incremental; and ser-
vices organizations frequently adopt innovations developed in other sectors of activity (Barras, 1990; 
Damanpour & Schneider, 2009; Walker et al., 2011) and adapt themselves to the firm’s specific context 
(Ansari & Zajac, 2010).

Comparatively to the services innovations that have external focus, are mainly directed to the market, 
its introduction results in the differentiation of the organizational results, for the consumers or clients 
(Damanpour et al., 2009); management innovations have a crucial role in the changing process of orga-
nizations, facilitating the organizational adaptation to the external environment (Walker et al., 2011) and 
increasing the efficiency and efficacy of the internal processes (Birkinshaw et al., 2008; Kim, Kumar & 
Kumar, 2012; Volberda et al., 2013). Therefore, management innovation acts as a mechanism of support 
that helps to create a favorable environment (Gunday et al., 2011) to the development of technological 
innovation (Khanagha, Volberda, Sidhu & Oshri, 2013; Pino et al., 2016; even though in services little 
is known about the complementarity of this kind of innovation in the technological innovation (Ostrom 
et al., 2010).

Considering the existing literature, it is argued that management innovation, that is, the organizational 
renovation under the form of structural improvements that lead to improvement of the intra-organizational 
coordination and cooperation, contribute to the formation of an internal environment adequate for the 
adoption of technological innovation.

RATIONAL AND INSTITUCIONAL EXPLANATIONS FOR THE 
RELATIONSHIP OF MANAGEMENT INNOVATION AND PERFORMANCE

There are several explanations for adopting the management innovation. From the four literature perspec-
tives: institutional, modern, cultural and rational, it is highlighted the rational perspective (Birkinshaw et 
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al.; 2008); comparing the rational approach to the psychodynamics perspectives, dramaturgical (rhetorical), 
political, cultural and institutional, it is concluded that the rational vision is the dominant one (Sturdy, 
2004); in the synthesis of the main developments in the management innovation field, it becomes clear 
that the field has branched out in four main theoretical perspectives (rational, institutional, international 
business and theoretical development) (Volberda et al., 2014). Since the rational and institutional ap-
proaches are the most used in the research of management innovation in the organizations (Damanpour, 
2014; Kennedy & Fiss, 2009; Walker et al., 2015), as well as its defenders consider management inno-
vation as generator of positive results in innovating enterprises (Birkinshaw et al., 2008) therefore these 
theories are enhanced in this study.

Rational Perspective

The rational perspective (Alänge, Jacobson, & Jaryehammar, 1998; Lieberman & Montgomery, 1988) 
base on the principle that management innovations (new practices, processes, structures or techniques) 
(Birkinshaw et al., 2008) are introduced, deliberately by key individuals, with the goal of making or-
ganizations more effective (Vaccaro et al., 2012). The decisions that lead to management innovation 
are made in a rational way, based on the analysis of the costs and perspectives of better efficiency and 
effectiveness (Volberda et al., 2014; Walker et al., 2015).

Adopting new management innovations affects positively the sales growth (Evangelista & Vezzani, 
2010); increases productivity (Mol & Birkinshaw, 2009); promotes the organizational purposes, which 
may include traditional development aspects (e.g., financial purposes) and other more flexible (e.g., 
workers satisfaction) Birkinshaw et al., 2008).

Although in this perspective the adoption of the management innovation is associated with the im-
mediate economic performance (profitability, productivity, growth and competitive advantage) (Walker 
et al., 2015), however, to underline that not all management innovations are, at the latest extent, well 
succeeded (Birkinshaw et al., 2008). Regardless of the expected or unexpected results, the purpose of 
introducing management innovation is to enable the organization for performance. This perspective 
takes the introduction as way for a greater end, to maintain or improve the organizational performance 
or efficiency of management innovation (Damanpour & Aravind, 2012).

This view of the management innovation is influenced by the perspective of organizations as open 
systems (Walker et al., 2015). The adoption of innovation is considered as a way for the organization 
to adapt or anticipate a change in the environment, seeking to increase or to maintain its efficiency and 
competitiveness (Damanpour et al., 2009). Thus, the organizations are seen as open systems which 
introduce changes for working effectively.

Institutional Perspective

Since the seminal paper of Meyer and Rowan (1977) about the formal structures of organizations as open 
systems that reflect the rules of their institutional environments, the organizational analysis proliferates, 
based on the institutional perspective.

The institutional perspective enhances that the adoption of organizational practices is shaped by insti-
tutional factors such as the mentality of the local organizations’ elites; the professional and educational 
network; state bodies (e.g., regulators) (Sturdy, 2004) arguing that organizations introduce innovations 
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based on approval or social legitimacy, instead of more objective criteria (Staw & Epstein, 2000). This 
theory became dominant in the organizational studies (Sturdy, 2004) and provides an alternative theo-
retical explanation, which distinguishes the influence of management innovation from the technological 
in firms performance (Walker et al., 2015).

This perspective has been applied mainly to management innovations, because, in comparison with 
technological innovations, those are intangible, operationally more complex and easier to modify (Arm-
bruster et al., 2008; Damanpour & Aravind, 2012; Walker et al., 2015). In the adoption of the manage-
ment innovations, in uncertainty conditions concerning its efficiency, organizations are influenced by 
the behavior of other organizations (Abrahamson, 1991). The organizational practices are adopted for 
symbolic reasons – seeking to obtain legitimacy of partners and capital holders, regardless of the effi-
ciency or control results (Sturdy, 2004). Subsequently there may appear economic gains, but not at the 
moment of adopting (Walker et al., 2015), because de focus is on the imitative behavior (Dimaggio & 
Powell, 1983) for legitimation purposes, (e.g. improve firms’ reputation Staw et Epstein, 2000).

The scope of management innovation is broad, its research is multidisciplinary and multileveled 
(Brikinshaw et al., 2008); the concept is complex, ambiguous and difficult to measure (Lam, 2004; 
Sapprasert & Clausen, 2012); and the theoretical antagonist arguments are doubtful about the motif for 
its adoption and its contribution for the adopting organization (Damanpour, 2014; Lam, 2004).

In the adoption of management innovation, both rational and institutional perspectives explain the 
decisions for adopting innovation under different conditions (Ansari & Zajac, 2010); they contribute to 
the organizational behavior and in the results (Kennedy & Fiss, 2009; Walker et al., 2015); and to the 
evolution of management innovation (Volberda et al., 2014).

MANAGEMENT INNOVATION AND PERFORMANCE IN SERVICES FIRMS

The literature about innovation has been focused, essentially, on the technological innovation (Damanpour 
& Aravind, 2012), even though management innovation being widely recognized as a potential source 
of competitive advantage (Battisti & Iona, 2009; Birknshaw et al., 2008; Hamel, 2006), the studies are 
rare (Volberda et al., 2013) but increasing (Hervas-Oliver, Ripoll-Sempere, et al., 2016; Walker et al., 
2015), particularly after the publishing of the articles of Birkinshaw et al. (2008) and Hamel (2006), 
however, little empirical studies have been focusing in the analysis of how the introduction of new prac-
tices and processes of management, influence the different measures of performance of services firms 
(Nieves, 2016).

Service Innovation

As already observed, the prominent innovation theories have been developed from studies of innovation 
in manufacturing.

In services, the approach of assimilation/technologists with higher number of studies (Gallouj, 1998), 
consider services in a manufacturing perspective. It focuses on the impact of technology in services 
(e.g., Evangelista, 2000; Miozzo & Soete, 2001). In the past, services have been considered as users of 
technology “supplier dominated firms” (Pavitt, 1984), rather than innovators.
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It is considered that innovations in the manufacturing sector follow a technological trajectory, but 
innovations in the services sector don’t. Therefore, the predominant logic on the creation of innovations 
in manufacturing organizations cannot be the one to explain the adoption of innovations in services’ 
organizations (Damanpour et al., 2009).

In innovation services, only a small segment is similar to the classic model of the manufacturing, in 
which innovation is greatly organized and led by departments of research and development and produc-
tion engineering (Miles, 2008). The process of services innovation is, generally, less systematic than in 
manufacturing, it is rarely based on research and development, but rather in quick practical ideas and 
evolvement of workers and clients (Sundbo, 2009).

It was highlighted the distinguishing character of innovation in services comparing to technological 
innovation in manufacturing (Gallouj, 2002; Gallouj & Weistein, 1997; Van Der As & Elfring, 2002), 
and it was also highlighted the understanding in innovation beyond the technological advancement and 
of research and development (Djellal & Gallouj, 2001). In fact, the process of innovation in services is 
strategically defined and impelled by clients, competitors and market (Sundbo, 1997).

The distinction between the types innovation in the services sector, can be more problematic than 
in the manufacturing sector, due to the peculiar characteristics of services. Although not generalized to 
all kind of services (Lovelock & Gummesson, 2004), characteristics such as the contact and interaction 
with clients, customization, intangibility and limited appropriability (Evangelista, 2000), simultaneous 
production and consumption, narrow connection between products and processes, difficult the measure-
ment of the result (Hipp & Grupp, 2005).

Innovation in services is frequently less organized, more incremental and less technological (OEDC, 
2005; Tether, 2005), it also tends to be a continuous process, consisting in a series of incremental changes 
in products and processes (OECD, 2005). The production of the service consists in placing a set of ca-
pacities and competences (human, technological, organizational) available to clients and to structure a 
solution with different degrees of precision (Gadrey, Gallouj, & Weinstein, 1995). However, due to the 
narrow interaction between the service providers and clients, there are activities of innovation viewing 
the adaptation of services to the needs of clients, whose analyzes of the economic effects of the new 
products and processes may be questioned (Hipp & Grupp, 2005).

The studies started to focus in the learning with clients and how to involve them systematically in the 
innovation process (Carlborg, Kindström, & Kowalkowski, 2014). The research moved forward with the 
perception that innovation is not merely technological (product or process) (Drejer, 2004; Hipp & Grupp, 
2005). On the other hand, management innovations (e.g. interfunctional integration, Perks & Riihela, 
2004) have come to integrate services innovation (Carlborg et al., 2014) turning it multidimensional 
(Amara, Landry, & Doloreux, 2009; Rubalcaba, Gallego & Hertog, 2010). The success in the organiza-
tion of services depends on the adoption of technological and non-technlogical innovations (Damanpour 
et al, 2009). Thus, there emerged new ways of defining service innovations (e.g., Rubalcaba, Gago, e 
Gallego, 2010) highlighting that technological innovation should not be independent but rather reflect 
a perspective of synthesis (Gago & Rubalcaba, 2007) in which services and manufacturing follow spe-
cific approaches of innovation (Coombs & Miles, 2000; Coombs & Tomlinson, 1998), combining the 
acquired information with the studies of technological and services innovation.

The foundations of the integrating or of synthesis perspective comprehend products and services and 
it is applied to both technological and non-technological innovation (Gallouj & Weinstein, 1997). This 
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approach enhances the convergence between products and services and develops a conceptual common 
framework which considers the amplified view of innovation applicable to any tangible or intangible 
product (Coombs & Miles, 2000; Gallouj & Savona, 2009; Gallouj & Windrum, 2009). This approach 
allows the integration of the technological and non-technological dimensions of innovation in a unique 
perspective that eventually will clarify the multidimensional facet of innovation.

Even if the availability of technical skills may prevail in the creation of the same services, the social 
skills and knowledge related to social sciences are extremely important in the integration and efficient 
use of new technologies (Gallouj, Weber, Stare, & Rubalcaba, 2015). From this point of view, service 
innovation must involve different dimensions (products, processes, managements and services of intensive 
knowledge) (Gago & Rubalcaba, 2007) and can influence the organization’s performance in different 
ways, as to improve quality, range, easiness for using services, quickness of production and/or the de-
livery of service, as well as bigger temporal and space availability of the provided services (Hipp et al, 
2003) and economical positive performance (Cainelli, Evangelista, & Savona, 2006). However, due to 
the multiple ways in which service innovations may occur, it is difficult to measure it (Gotsch & Hipp, 
2012) due to the restrictions of data and methodological issues related to the availability of the suitable 
indicators (Evangelista & Vezzani, 2010).

Type of Performance

In the seminal work, (Downs Jr & Mohr, 1976) there have been distinguished the primary and secondary 
attributes of innovations. The primary attribute of innovations, such as the cost or its communicability 
are inherent to innovation and invariable among the organizations. On the other hand, the secondary at-
tributes, for example, the complexity or compatibility are subjective evaluations of the innovation, based 
on the individual or organizational cognition and dependent on the characteristics and circumstances 
of the evaluator.

As always as possible subjective or objective, measures of performance must be used (Wall et al, 
2004) because they may not be permutable as it has been implicitly assumed in the research of innova-
tion (Walker et al., 2015) even though the managers, aware of the performance data, may present precise 
subjective evaluations (Choi & Eboch, 1998).

The managerial performance, measured with the combination of objective and subjective measures, 
is significantly affected by management innovation (Camisón & Villar-López, 2014), while the posi-
tive effect of management innovation in the performance, is more relevant with subjective measures 
than with objective ones (Walker et al., 2015). It is difficult to establish a strong empirical connection 
between innovation and performance due to the methodological failures (e.g. measuring constructions) 
(Sapprasert & Clausen, 2012), technological and market contingencies, which turn the impact of in-
novation unpredictable (Tidd, 2001). In management innovation, these shortcomings are exacerbated 
because they are not quantifiable (Damanpour & Aravind 2012).

If management innovation is considered an institutional change (Hargrave & Van De Ven, 2006) the 
rational and institutional views explain this process and the results of its adoption. The distinction between 
the kinds of performance exemplifies the contrast between the rational and institutional perspectives. 
From the rational point of view, the indicators of performance, usually used in management innovation 
measurement, are potential economic gains such as profitability, productivity, growth and competitive 
advantage (Walker et al., 2015) reduction of administrative or transaction costs (OECD, 2005) but can 
also include the institutional perspective, social gains (Kennedy & Fiss, 2009) such as the workers 
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retaining, client’s satisfaction, relation with the stakeholders, environmental impact (Voldberda et al., 
2013), reduction of time of response to clients and suppliers, improvement in the quality of services 
(Evangelista & Vezzani 2010), satisfaction in the workplace (OECD, 2005); which justify the adoption 
of management innovation (Staw & Epstein, 2000) and contribute to its performance (Hervas-Oliver, 
Boronat-Moll, et al, 2016).

The result of management innovation, adds value directly to the firm or indirectly to its clients (Kim 
et al. 2012). In services, the evaluation of the impact of the innovation must correspond to its wide di-
mensions (products, processes, management and services of intensive knowledge) so that the indicators 
based on co-productive nature of services (e.g. quality, trust, time, motivation) may be so important as 
other traditional indicators (e.g. costs, productivity, employment, business volume, internationalization) 
(Gago & Rubalcaba, 2007).

Usually, a period of time may pass until the positive impacts of the innovations in the performance 
of the firm are observed (Damanpour & Evan, 1984). For this reason, the impacts of the innovation 
performance are firstly associated to the non-financial aspects of the organizational performance, such 
as the increase of client’s satisfaction or of the production rhythm, that later will lead to bigger financial 
return (Gunday et al. 2011).

The economic and social gains aren’t mutually exclusive, they may exist in parallel and even reinforce 
themselves, that is, the economic performance may increase the social gains and vice versa (Kennedy & 
Fiss, 2009). It can be anticipated that, should the rational perspective influence the adoption of manage-
ment innovation, the economic performance is then affected; if the institutional approach is dominant, 
then the social results precede initially, the economic performance benefits (Walker et al. 2015).

Management and Technological Innovation and Performance

The application of the resource-based view of the firm (Barney, 1991; Peteraf, 1993) to the innovation 
activity, at a managerial level, enhances the complementary role of the types of innovation and its gathered 
influence in the organizational result (Damanpour & Avarid 2012). The complementary introduction, 
rather than a substitute of management and technological innovation (Battisti & Stoneman, 2010; Camisón 
& Villar-López, 2014) improves the technological performance of innovating firms, providing higher 
profits to the exclusive introduction of technological innovation (Hervas-Oliver, Ripoll-Sempere, et al. 
2016). The joint adoption of the technological and management innovation capacities allows the integra-
tion of several assets, building a coherent system of interrelated activities which reinforce themselves 
mutually (Porter, 1996; Rivkin, 2000; Siggelkow, 2001) but only up to a certain level of complexity and 
of resources (Hervas-Oliver et al., 2018).

The perspective of the different types of innovation is supported by the theory of socio-technical 
systems. The concept (Trist & Bamforth, 1951) highlights the interrelation of the social and technical 
subsystems at the range of the organizational objectives. This relation is equivalent to the changes on 
the technical operational system that must be accompanied by changes in the social system (administra-
tive) of the organization, aiming to optimize its result (Damanpour et al., 2009). Thus, the concept of 
the socio-technical system enhances the interrelation of the social and technical subsystems constituted 
by people and technology (Trist & Bamforth, 1951), that optimized together, are the key factor on the 
general performance of the system (Pasmore & Khalsa, 1993). Any change in a system requires a cor-
respondent change in another system to produce positive results (Damanpour & Aravind, 2012).
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The joint optimization of policies or practices socially and technically orientated is the key factor of 
determination of the general performance of the system (Cua, McKone, & Schroeder, 2001; Pasmore & 
Khalsa, 1993). Thus, it is needed a synchronized adoption of the management and technological innova-
tion or incremental and radical, that reinforces the interdependent capacities in the social and technical 
systems of the organizations, seeking to obtain more precise (Walker et al., 2015) results (Evangelista 
& Vezzani, 2010; Hervas-Oliver, Ripoll-Sempere, et al., 2016), despite the difficulty in isolating the 
effects of innovation (service process and management), since the measures of firms performance are 
not connected to specific innovations (Hipp et al., 2003).

Despite of scarce the empirical evidence of the interactive or combined effects of the management 
innovation (Walker et al., 2015), the literature has underlined the importance of management and tech-
nological innovation in the competitive advantage (Evangelista & Vezzani, 2010), as promoters of the 
organizational purposes (Battisti & Stoneman, 2010; Camisón & Villar-López, 2014; Mol & Birkinshaw, 
2006; Sapprasert & Clausen, 2012) and enable the organization in the service delivery to clients (Da-
manpour et al., 2009). Concretely the knowledge-intensive services and the management innovations, 
will play an essential role in the transformation of the potential of the new technologies in the firms’ 
results (Gallouj et al., 2015).

Thus, the research and the development of the conceptual synchronized innovation, in the composition 
of the types of innovation in the organizational development, facilitate the understanding of the balance 
between management and technological innovation in the organizational conduct and in the results.

SOLUTIONS AND RECOMMENDATIONS

The typologies of management innovation are scattered and are not commonly accepted, differing in 
their conceptualization and measurement (Damanpour, 2014), however, it is frequent to focus on the 
social system of the firms, with the aim of improving its performance.

These challenges arise, in part, from the unfounded perception that management innovation is not has 
essential in organizational conduct as technological innovation, and the results of their adoption is moti-
vated by the desire for social status and reputation rather than efficiency and organizational effectiveness.

Therefore, management and technological innovations introduced simultaneously can better explain 
performance consequences of innovation in service organizations.

FUTURE RESEARCH DIRECTIONS

Special issues on management innovation provide ideas and directions for future researches. Such research 
is important because the adoption of management innovation and their social and economic gains, can 
be explained by the joint application of rational and institutional approaches (Kennedy & Fiss, 2009). 
Further researches should investigate the role of additional moderators such as private versus public 
organizations.

The institutional perspective enhances that the adoption of organizational practices is shaped by in-
stitutional factors (Sturdy, 2004), further research should investigate the differences in performance of 
management innovation between different services, namely those based on new technologies (T-KIBS) 
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and traditional professional services (P-KIBS), given that the latter are shaped by institutional factors, 
such as the professional regulators (e.g., accounting and legal activities).

The measurement of management innovation is more complex than that of technological innovation, 
and it is difficult to assess its effect on organizational behavior and performance (Damanpour, 2014), 
and it may itself also be subject to moderation by other variables. For instance, institutional context 
may moderate the performance, just as, management innovation measurement, could be an important 
research question.

This chapter clarifies the research on management innovation and opens the pathway for future em-
pirical researchers to understand the mechanisms involved in it.

CONCLUSION

The characteristics of management innovation, such as the intangibility, complexity and ambiguity, make 
difficult its imitation, turning this kind of innovation, one of the main sources of competitive advantage 
of firms. From the perspective of innovation, management innovation can be seen as a process for creat-
ing innovation throughout the whole chain of operations at the micro and/or macro levels, which allows 
entrepreneurs and organizations to produce specific and novel results.

From the resource-based view, the capability of service firms to integrate different kinds of innova-
tion is unique and rare, obtaining distinctive competences and high sustainable performance. The joint 
adoption of the capabilities of technological and management innovation, allows the integration of 
several assets, building a coherent system of interlinked activities which reinforce themselves mutually, 
promoting the organizational goals, maximizing the performance and enabling the organizations in the 
service delivery to clients. In this sense, signaling the capabilities that will influence service economy, 
includes the indication of socioeconomic transformations where services will play a key role, due to the 
complex interlinkages they create among stakeholders.

This chapter focuses in the rational and institutional perspectives of research and in the theoretical 
fundaments of the joint adoption of different types of innovation, which generates organizational capabili-
ties and affects the organizational conduct and the results. It aims to integrate different perspectives of 
management that approach the performance as economic and social gains and depending on the adoption 
of technological and non-technological innovations in the firms’ services.

This study introduces the concept of management innovation in the diversified mainstream of the 
literature, contributing to the construction of the theory for a better understanding of the resources and 
the complementary capabilities and the consequences on the performance, when technological and 
management innovations are adopted together. When the interplay of technological and management 
innovations, in order to obtain sustained competitive advantage of firms, results in socioeconomic gains 
that have long-term implications and affect a number of actors on a global scale, then important devel-
opments are likely to emerge.
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KEY TERMS AND DEFINITIONS

Financial Business Performance Measures (Examples): Productivity, return on investment, profit-
ability, profit, sales.

Innovation: Creation of premeditated changes focused on the economic or social potential of the firm.
Management Innovation: Change of traditional management principles, processes and practices, 

which significantly change the way the management work is carried out (e.g., problem solving by work-
ers, strategic analysis, leadership).

Non-Financial Business Performance Measures (Examples): Increased customer satisfaction, 
consumer loyalty, reputation and perceived image, the satisfaction of workers and consumers, and the 
quality of service.
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Service Innovation: Such as new knowledge or technologies that companies incorporate into their 
service offerings, which results in value for both customers and businesses.

Service Innovation Capability: Routines and processes that service companies implement to develop, 
create, and/or improve the services they deliver.

Social System: Consists of the organizational members and the relationships between them.
Technical System: Consists of the equipment and methods of operations used to transform raw 

materials or information into products or services, respectively.
Technological Innovation: Product and technological process innovations.
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ABSTRACT

The objective of this chapter is to analyze the profile of the hundred most valued companies in terms of 
job performance in Spain in the 2013-2016 period, comparing it with those who have been in the ranking 
every year, which are called “top.” The study compared the 400 most valued companies with the 160 
“top” companies and classified them by nationality, location, size, share price, and economic activity 
through the measurement of seven factors—talent management, retribution, work environment, RSC, 
education, employee perception, and total value—using unifactorial variance analysis and multiple linear 
regression techniques. It is concluded that size, nationality, location, and sector have no relevance and 
only the share price shows the influence. It is an innovative and quantitative work that allows measur-
ing the characteristics of the most attractive companies in terms of professional performance and those 
companies that always appear in that ranking as the “best.”

INTRODUCTION

There are multiple companies that offer their products or services day by day to their customers, trying 
to survive in the market where the competition is growing. The number of companies operating in Spain 
is around 3.5 million, from which only 100 are in the list that the Revista de Actualidad Económica 
(RAE) publishes every year. If having a job in Spain is complicated, considering the structural levels of 
unemployment with a 14,55% in the third quarter of 2018, playing a professional career in the most at-
tractive companies to work means an extra incentive to the professionals. But what are these companies? 
What is their profile? In which economic sectors do they operate? Is the size of the company relevant 
or listed on the stock market?
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The goal of the present article is to analyze the profile of the one hundred most valued companies in 
labour performance in Spain during the period 2013-2016, taking into account the list published every 
year by the Revista de Actualidad Económica (RAE), and comparing those that have been all years in 
that ranking. The RAE elaborates the ranking based on the valuation of six variables and the total sum of 
them, such as the Management of the Talent, the Retribution, The Work Environment, Corporate Social 
Responsibility, Education, Valuation of Employees and the Total.

The study starts with a theoretical framework about the different contributions made by authors ex-
perts in the matter. After that, the objectives of this work as well as the methodology used are specified 
exposing the simple employed, the variables used, the procedure of analysis and the method of study. 
Then, the qualitative analysis is made, in which there will be a comparative analysis between the most 
valued companies of the ranking and the “Top” companies, according to their nationality, their location 
by Autonomous Community, their size, their share price, their economic activity and, finally, their global 
valuation. Similarly, it will be studied which the “Top” companies are according to their valuation and 
average position in the ranking along the four years selected, as well as the activity sector they belong to.

The study will end with a section of limitations and discussion with the pertinent conclusions.

THEORETICAL FRAMEWORK

Globalization and competitiveness make working in the most valued companies for job performance a 
relevant fact, which according to Friedman (2014) and Morgan (2014) depend on new behaviors, tech-
nology, the degree of mobility and the level of globalization achieved. There are several rankings that 
establish which are the most outstanding companies for job performance, such as the Fortune 100 Best 
Companies to Work for, Glassdoor which publishes annually for the United States and some European 
countries, Best Places to Work lists, Marcaempleo which publishes its Merco Talento ranking, which 
orders by rating the “100 best Spanish companies to work for”. Universum, which develops rankings of 
“top employers” for several countries. The Top Employers Institute publishes a list of companies certified 
by them for “creating optimal conditions for the development of their employees, both personally and 
professionally”. For its part, Workforce magazine produces a ranking of The World’s Top Companies 
for HR through the combination of several indexes or rankings, including Great Place to Work.

Hinkin and Tracey, (2010) highlight that being in some ranking make companies the best in their 
human resources practices. Guinot, Chiva and Mallén, (2015), in their work on organizational learning 
capacity, have used rankings of the best companies to work for in Spain to select their cases, among 
them the RAE. Empirical research is found on the association between the status of a company’s large 
workplace, attributed by the presence in the Fortune ranking, and its performance (Fulmer, Gerhart and 
Scott, 2003, Romero, 2004), the satisfaction of the clients (Simon and DeVaro, 2006), their resilience 
in times of financial crisis (Carvalho and Areal, 2016); or about the human resource practices that make 
the companies in that list “the best” (Hinkin and Tracey, 2010). The recent literature highlights the need 
for companies to universally standardize (international) practices and adjust to the local context (specific 
markets) (Amossé et al., 2016, Gallie, 2007, Ibrahim and Shah, 2013, Quintanilla and Ferner, 2003)

Work satisfaction has been and is an abundantly used concept. Its emergence is due to Hoppock, 
who developed his first studies about this topic in 1935 covering different groups of population. Spec-
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tor (1997) defines how a person feels in different aspects of his job and what motivates him to be more 
efficient, productive and loyal. According to Aziri (2011) the idea of satisfaction comes from the com-
parison between the real job and the expectations the employee had, in such a way that the worker will 
be unsatisfied if he believes to be in disadvantage compared to his colleges or if he considers that his 
previous work offered better conditions. Also, the employees will not be satisfied with their job if they 
have a bad relationship with their partners and an inadequate communication about the decisions that 
directly affect the performance of their tasks, according to the investigations made by Gliem and Gliem 
in 2001 and Gray and Laidlaw in 2002.

The conduct of the company is shown in the behaviour of its employees and therefore, the directors 
need to create satisfied workers that represent the Company in an efficient way in any interaction with 
the clients and other interested parts (Bateman and Órgan 1983; Fryxell and Gordon 1989; Kim 2002). 
Satisfied employees have a higher devotion for their job and are more productive, which is appreciated 
in their motivation at the time of striving in their tasks and taking responsibilities, and in their willing-
ness to learn how to do their job the best way possible (Baron 1991; Nijhof et al. 1998). The researches 
of Aristovnik and Jaklič (2013) enhance the idea that satisfied employees are more motivated and get 
better results.

The employees contribute to create a corporate reputation through the quality of their interactions 
with clients (Davies et al. 2003; Helm 2007). According to Jitpaiboon et al. (2006) the employees that 
feel proud of their company tend to participate in activities that support the organization’s goals as the 
affiliation to a reputable company improves their self-esteem (Elsbach and Glynn 1996; Riordan et al. 
1997; Cable y Turban 2003). In his study, Poggi (2010) says that the 79.8% of employees highlight that 
work conditions are quite important. Bešlić and Bešlić (2008) explain that satisfaction at work will 
increase if employees believe the rewarding system is fair, according to the methods used to determine 
the incentives, the rewards and the benefits.

Another very important variable when analysing work satisfaction is the Corporate Reputation (CR), 
which authors as Fernández et al. (2016) define as a “collective representation of past actions and results 
of a Company that describes its ability to distribute the value created, among the shareholders”. Ac-
cording to Kotha et al. (2001), the Corporate Reputation is an inimitable and irreplaceable asset for the 
company and the source of barriers inside and between sectors due to the differentiation, as in accordance 
with Capraro and Srivastava (1997) and Fombrun and Shanley (1990), the CR provides a company with 
a sustainable competitive advantage and with value. Fombrun et al. (2000) and Pfeiffer et al. (2012) 
establish that a good Corporate Reputation increases the reward expected in future interactions with 
the others. Fernández et al. (2016), after their research about their relationship and the market value of 
the companies, affirm that the presence of companies in rankings of reputation leads to a higher value.

As final statement authors should be mentioned as Brown (2001) and Clark et al. (2007), which 
testify in their studies that the salary affects the motivation of the employees in the sense that those are 
satisfied with their job, if there are not discrepances between their monthly income and the income they 
would obtain in other companies, which is evidenced by the results of the last study made by Kabak et 
al. (2014), that shows a significant correlation of 0.062 between work satisfaction and salary.

In the theoretical framework we have not found any model or work that studied the same thing that 
is tried in this article, in spite of the existence of several lists of the most attractive companies for pro-
fessional development or the numerous contributions related to human resources in general, so we are 
facing a novel job.
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OBJECTIVE AND METHODOLOGY

The aim of this article is to analyze the profile of the one hundred most valued companies in labour 
performance in Spain within the period 2013-2016, published by the RAE, differentiating and compar-
ing those that have been in that ranking all years, which are called “Top”, with the total of companies 
that have ever been in it.

Each year, the most-valued hundred companies regarding labour performance in Spain are selected, 
in such a way that for the period 2013-2016 there is a total sample of 400 companies that includes 182 
different organizations, which reveals that they are not always the same. Therefore, it has been selected 
the companies that have appeared in the ranking all those years, resulting in a simple of 160 companies 
in four years that can be summarize in 40 different organizations (Appendix). Thus, the study will com-
pare the profile of the 160 companies, called “Top”, with the total of 400 that have been in the ranking 
between 2013 and 2016.

To carry out this ranking, a questionnaire has been sent by the RAE to the companies that have been 
in Spain more than five years and have more than 100 employees. Expert consultants and professionals 
of Human Resources analyze the questionnaires giving a weighting to the following variables:

• Talent Management: Independent variable used in the evaluation of companies with a weight 
of 240 points and which measures the projection of the employees, the performance and the un-
wanted rotation of the companies object of study. The importance of this variable was already 
reflected by Alles (2006).

• Retribution and Compensation: Independent variable used in the evaluation of companies with 
a weight of 225 points that results from the combination of fixed and variable salaries, remunera-
tion in kind and social benefits of the companies object of study, whose relevancy was highlighted 
in works of Brown (2001), Clark et al. (2007) and Kabak et al. (2014).

• Work Environment: Independent variable used in the evaluation of companies with a weight of 
205 points that analyzes the hours, teleworking, family conciliation and working conditions of the 
companies object of study, as it was reflected in the study of Loscocco y Spitze (1990).

• Corporate Social Responsibility (CSR): Independent variable used in the evaluation of compa-
nies with a weight of 50 points that measures social and volunteer policies which involves the staff 
of the companies object of study as it was reflected by numerous authors as Hall (1992) and Rose 
and Thomsen (2004).

• Training: Independent variable used in the evaluation of companies with a weight of 220 points 
that measures the investment received in training for each employee of the companies object of 
study, which values the investment received by the employee (Sánchez and LLoret, 2010).

• Employees: Independent variable used in the evaluation of companies with a weight of 60 points 
that measures the assessment of the professionals of the company object of study in which they 
work.

Once the variables are identified and valued, they have been classified according to the total average 
by country, by location in Autonomous Communities, by size, by listed or not listed and by economic 
activity, differentiating and comparing the total most valued companies regarding professional perfor-
mance in Spain with the “Top” companies.
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Nationality. Ibrahim and Shah (2013) do not find a relationship between nationality and the human 
resources of companies; On the other hand, Ferner (1997) did see differences in the management of 
human resources in multinational companies depending on the country of origin. In this work, each 
company is identified with the country of origin, which will allow us to obtain statistics grouped by 
nationality of the variables under study and to consider whether nationality influences the valuation of 
the companies that are in the ranking of the companies in the RAE.

Territorial location: In some studies, there are certain differences between human resource practices 
according to the place where they operate (Amossé et al., 2016, Conway et al., 2008, Fields, Chan and 
Akhtar, 2002, Paawee and Boselie, 2007). For this reason, all the companies were classified according 
to the geographical location of the head office in Spain and to see the possible impact that this could 
have on the valuation of the companies.

Size of the company: Is size a factor that influences the professional attractiveness of companies? 
According to Fields, Chan and Akhtar, (2002), It is. On the other hand, Kortekaas (2007), concludes 
that there is a relationship between the size and behavior of employees. Morgan (2014) highlights that 
in small companies there is greater flexibility. In contrast, Ibrahim and Shah (2013) argue that small 
businesses lack the necessary resources that limit their human resources policy.

Quotation in the stock market: Despite the work of Conway et al. (2008, pp. 638) there are no clear 
conclusions about whether the fact of listing on the stock market increases the professional attractiveness 
of companies, therefore, we think it is key to ask ourselves whether quoting on the stock exchange has 
an influence on the valuation of companies that publish the RAE.

Economic activity: Jackson and Schuler (1995, pp. 251 et seq.) Include in their analyzes the charac-
teristics of the sector of activity. According to Conway et al., 2008 can be categorized in several ways: 
services / industry. In this study, companies are classified according to the sector of activity using the 
National Classification of Economic Activities (CNAE) in order to determine if these could have rel-
evance in the assessment of companies from a human resources perspective.

For these analyzes, statistical techniques have been used grouping the companies by the variables 
(nationality, location, economic activity, size and stock market quotation) in order to better know the 
profile of the companies that are listed in the RAE and see the possible influence in the result obtained 
by the companies. We will use unifactorial variance to determine if there are significant differences 
between the companies in the general list and the “Top” (those listed every year), given that there are 
no previous studies of these characteristics and this research is a contribution to science

STATISTICAL ANALYSIS OF THE MOST ATTRACTIVE 
COMPANIES FOR PROFESSIONAL DEVELOPMENT

When analysing the total companies that appeared in the ranking as the most valued ones for the period 
2013-2016, against the “Top” ones that appear every year according to their nationality, it can be ap-
preciated in Table 1 that from the first group there are seventeen nationalities, mostly European, being 
reduced to ten countries if we compare them with the second group. States as China with a 0.3% of 
participation, Denmark with 0.5%, Japan with 1.0%, Luxemburg with a 0.3%, Portugal with a 1.0% and 
Sweden with a 3.0% are losing now their positions in the ranking. The most remarkable case is Sweden’s 
which, with a total of 12 companies among the most valued ones, none of them has kept their presence 
in the ranking the four years.

 EBSCOhost - printed on 2/8/2023 1:24 PM via . All use subject to https://www.ebsco.com/terms-of-use



38

Profile of Top Companies Compared to the Most Valued Companies for Professional Performance in Spain
 

From the “Top” companies that appear those four years in the ranking, only a bit more than a third have 
Spanish nationality (37.5%), very similar if compared it with the total of companies (38.8%); followed 
by UE (20.0%), which has improved its position when comparing it with the total simple as well as the 
UK (12.5%), the location does not vary if we focus on the global computation of attractive companies.

It must be highlighted that the “Top” companies reach a higher global average valuation in most of 
the nationalities, except Switzerland which is three points under the global average of all the most valued 
companies to work. Therefore, it can be assured the positive tendency of a favorable valuation of those 
companies that maintain their position year by year. If attention is paid on the country with a higher 
valuation within the “Top” companies, the most valuable companies are located in the Netherlands which 
reaches a punctuation of 843.5 points of global average, followed by those from South Korea with 828.8 
points. The most representative ones are the Spanish companies, among which fifteen companies keep 
their presence during the years of study (Appendix), reaching a global average valuation of 818.6 points 
and in which we can highlight financial and insurance companies as the energy ones. If the global cal-
culation is observed of the most valued companies to work in, the differences compared to the previous 
case are salient as obtaining as result that South Korea, is the country with a higher valuation with 828.8 
points, followed by Switzerland with 14 companies, which obtains a global average of 799.9 points and 
where it can be highlighted the pharmaceutical economic activity.

Table 1. Comparison between the most value companies for professional performance and those who 
appear all years according to their nationality (2013-2016). Average valuation.

Companies Listed Every Year “Top” Companies Listed in Any Year (Global Sample)

Nationality Total N. Companies %/Total Total N. Companies %/Total

Germany 768.9 12 7.5% 760.3 28 7.0%

China 650.0 1 0.3%

South Korea 828.8 4 2.5% 828.8 4 1.0%

Denmark 634.5 2 0.5%

EEUU 808.3 32 20.0% 773.9 65 16.3%

Spain 818.6 60 37.5% 767.2 155 38.8%

Finland 775.0 2 0.5%

France 805.4 16 10.0% 759.1 34 8.5%

Ireland 789.0 4 2.5% 789.0 4 1.0%

Italia 764.5 4 2.5% 761.8 9 2.3%

Japan 777.3 4 1.0%

Luxemburg 722.0 1 0.3%

Netherlands 843.5 4 2.5% 761.1 21 5.3%

Portugal 731.5 4 1.0%

Sweden 721.2 12 3.0%

Switzerland 796.3 4 2.5% 799.9 14 3.5%

UK 796.7 20 12.5% 765.6 40 10.0%

Total 807.0 160 100.0% 765.8 400 100.0%

Source: Compiled by author with data from the journal of Actualidad Económica 2013, 2014, 2015, 2016.
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Regarding the territorial analysis by Autonomous Community, in Table 2 it is observed that there are 
thirteen over a total of seventeen Communities in which the total most valued companies to work are 
domiciled in Spain are located and how it is just four Communities when analysed the “Top” companies. 
Madrid, capital of the kingdom of Spain, (77.5%) is the Community that embraces the highest number 
of companies and with the highest number of international companies from nine different countries; 
followed by Cataluña with a 15.0% of companies of four different nationalities. País Vasco with a 5.0% 
and Cantabria with a 2.5% have only domiciled Spanish companies. Regarding the global computation 
of attractive companies domiciled in Spain, the tendency is similar to the previous one, resulting that 
Madrid is the Community with a higher number of companies (76.8%), followed by Cataluña with 
12.8% and the País Vasco with a 3.0%. Hence, it seems to there be a direct close relationship between 
economic performance and the average of value of the “Top” companies that are more attractive for 
labour performance.

Analysing the total value of the companies that appear the four years in the ranking, we see that the 
País Vasco is the community that obtains a higher punctuation with 842.6 point, highlighting BBVA, 
which is the “Top” company with the best valuation (880 points), and Iberdrola, which is in the 20th 
position (Appendix). This one is followed by the Autonomous Community of Cantabria with Santander 
Bank in position 12 (841.5 points). The next community by valuation is Madrid (805.5 points) whose 
main companies occupy from the second to the seventh position (Appendix).

Nevertheless, if attention is focused on the overall average rating of the companies in the ranking, 
the community with the highest value would be Cantabria (785.0 points), followed by Cataluña 775.5 
points and País Vasco with 771.6 points.

Table 2. Comparison between the best valued organizations for professional performance and the ones 
that appear all years in the ranking according to their location (2013-2016). Average valuation.

Companies That Appear as “Top” All Years Companies That Appear Some Year (Global 
Sample)

AACC Total N. Companies %/Total Total N. Companies %/Total

Andalucía 718.0 4 1.0%

Aragón 716.5 2 0.5%

Asturias 692.0 2 0.5%

C. Valenciana 718.7 3 0.8%

Cantabria 841.5 4 2.5% 785.0 6 1.5%

Castilla y León 711.0 2 0.5%

Cataluña 796.8 24 15.0% 775.5 51 12.8%

Galicia 771.0 3 0.8%

Islas Baleares 757.2 6 1.5%

Islas Canarias 710.0 1 0.3%

Madrid 805.5 124 77.5% 766.6 307 76.8%

Murcia 635.0 1 0.3%

País Vasco 842.6 8 5.0% 771.6 12 3.0%

Total general 807.0 160 100.0% 765.8 400 100.0%

Source: Compiled by author based on data published in the journal Actualidad Económica 2013, 2014, 2015, 2016.
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It is noted that, as it happened with the analysis by nationality, the average valuation of the compa-
nies that keep their position in the “Top” is considerably superior in all Autonomous Communities with 
respect to the global computation of companies.

Hereafter, the differences by size between the most valued companies for professional performance 
in Spain and companies in the “Top” are analyzed. The variable size refers to the number of workers that 
the most attractive companies have in Spain, classifying them into two large groups, medium and large.

As shown in Table 3, the percentage of companies with a large size in the markets is much higher 
than the percentage of medium-sized companies compared to the most valued companies with 87.3% 
of the total, as well as the companies that maintain your positions in the market. “Superior” with 95%.

Regarding the total average valuation, it is noteworthy that for the group of most valued companies, 
the best score corresponds to the large companies with 768.3 points, while, if you look at the companies 
in the “Top”, the medians companies obtain a slight advantage over the other group with 816.0 points.

It is also notable that companies in the “Superior”, medium and large sizes alike obtain an average 
value higher than the total set of companies.

Now the similarities and discrepancies that exist between the set of companies best valued to work in 
Spain and the companies in the “Top” with respect to whether they are on the list or not will be studied. 
In both cases, the presence of companies listed is clearly higher than those that are not listed (Table 4). 
However, as in the previous section, the “Top” companies that are not on the list (22.5%) get a higher 
score compared to those listed (804.1). In the case of the total set of most valued companies, companies 
within the stock market have a higher total average value (774.1 points).

Table 3. Comparison between the best valued organizations for professional performance and the ones 
that appear all years in the ranking according to their size (2013-2016). Average valuation.

Companies That Appear as “Top” All Years Companies That Appear Some Year (Global Sample)

Description Total N. Companies %/Total Total N. Companies %/Total

Middle 816.0 8 5.0% 749.0 51 12.8%

Big 806.5 152 95.0% 768.3 349 87.3%

Total 807.0 160 100.0% 765.8 400 100.0%

Source: Compiled by author based on data published in the journal Actualidad Económica 2013, 2014, 2015,2016.

Table 4. Comparison between the best valued organizations for professional performance and the ones 
that appear all years in the ranking according to their share price (2013-2016). Average valuation.

Companies That Appear as “Top” All Years Companies That Appear Some Year (Global Sample)

Description Total N. Companies %/Total Total N. Companies %/Total

Not listed 817.0 36 22.5% 748.8 131 32.8%

Listed 804.1 124 77.5% 774.2 269 67.3%

Total 807.0 160 100.0% 765.8 400 100.0%

Source: Compiled by author based on data published in the journal Actualidad Económica 2013, 2014, 2015, 2016.
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In the following paragraphs, it is shown a comparison according to their economic activity. As seen 
in Table 5, analysing the companies that appear in the ranking some year, there are 15 economic sectors 
at level 1 according to the CNAE and as a result it is observed that the 24.3% of the most attractive com-
panies operate in financial and insurance activities, in second place, professional, scientific and techni-
cal activities appear with a 16.3%; in third place are the wholesale and retail commerce with a 14.3%. 
Focusing attention only on companies that remain in the “Top”, it is reduced to nine sectors (Table 5), 
showing a trend similar to the previous one: financial and insurance activities with 32.5%, followed by 
professionals, scientists and technical activities with 20.0%; and finally, presenting as a difference that 
the third place is occupied by the manufacturing industry (12.50%).

Analysing the average valuation of all the companies from the ranking, there are four activities as 
the most valued and with little difference between each other, highlighting in the first place, the health 
sector with 783.6 points; the energetic sector with 782.5 points; the sector of financial activities with 
781.3 points; and the sector of professional activities with 779.7 points. However, these positions change 
if you focus on those companies in the “Top”, in such a way that the first position corresponds to health 
activities with 844.3 points, the second position would be for professional activities with 820.5 points, 

Table 5. Comparison between the best valued organizations for professional performance and the ones 
that appear all years in the ranking according to their economic activity (2013-2016). Average valuation.

Companies That Appear All Years in the 
“Top”

Companies That Appear Some Year 
(Global Sample)

Description CNAE Total N. Companies %/Total Total N. Companies %/Total

Agriculture, farming, forestry and 
fishing 715.0 1 0.3%

Manufacturing industry 788.9 20 12.5% 771.5 47 11.8%

Electric power supply, gas, steam and air 
conditioner 802.6 16 10.0% 782.5 21 5.3%

Construction 773.0 4 2.5% 743.1 7 1.8%

Wholesale and retail commerce 795.1 16 10.0% 751.9 57 14.3%

Transport and storage 0.0% 731.7 7 1.8%

Catering 775.0 4 2.5% 746.4 9 2.3%

Information and Communications 805.3 12 7.5% 755.5 49 12.3%

Financial and insurance activities 813.2 52 32.5% 781.3 97 24.3%

Real estate activities 729.4 7 1.8%

Professional, scientific and technical 
activities 820.5 32 20.0% 779.7 65 16.3%

Administrative activities and auxiliary 
services 737.3 23 5.8%

Public administration and defence; 
mandatory social security 645.0 1 0.3%

Education 672.0 2 0.5%

Healthcare activities and social services 844.3 4 2.5% 783.6 7 1.8%

Total 807.0 160 100.0% 765.8 400 100.0%

Source: Compiled by author based on data published in the journal Actualidad Económica 2013, 2014, 2015, 2016.
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where there are consulting companies and the financial and insurance activities appear in the third place 
with 813.2 points.

It is noted that there is a clear favourable tendency of high valuation towards sectors of activities 
related to the companies at the “Top” with respect to the sectors that encompass the global computation 
of all the companies.

Using the Unifactorial Variance and the comparison of means between the “Top” companies and 
the rest, it can be seen in Table 6 that for all the variables measured: Talent, Retribution, Environment, 
CSR, education, value given by the employees and the Total, the numbers are in favor of the “Top” 
companies in a significant way, so it can be concluded that in this section that the companies that appear 
permanently in the ranking are more attractive than the rest, regarding labor performance.

LIMITATIONS

This article reveals a series of limitations in relation to the established objective. First, it is a quantitative 
work conditioned by the independent variables published by the RAE. Another limitation is determined 
by the selection of objective and quantifiable variables, such as sector, nationality, size, stock market 
quotation or regional location, while avoiding factors such as leadership, management capacity, qualita-
tive variables and whose evaluation is more complex. Another limitation is temporary, since they are 
data for a specific period comprised between the years 2013 and 2016. This is added to the national 
limitation since they focus on companies that operate in a European country and the data may be dif-
ferent in other countries.

Table 6. Statistics of group and test of independent samples of the “Top” companies to work against 
those that appear some year in the ranking 2013-2016.

Measures N Average F. Sig. Test of 
Levene

Sig. 
(bilateral)

Talent
Top 160 184.1688

9.966 .002

Do not 
assume 
similar 

variances

.000
Rest 240 171.7958

Retribution
Top 160 172.0938

5.223 .023 .000
Rest 240 153.0833

Environment
Top 160 168.6688

.290 .590 .000
Rest 240 151.7792

CSR
Top 160 43.7938

2.837 .093 .000
Rest 240 40.4875

Education
Top 160 183.1563

1.522 .218 .000
Rest 240 169.9417

Employees
Top 160 55.1063

17.396 .000 .000
Rest 240 51.3208

Total
Top 160 806.9875

.178 .674 .000
Rest 240 738.4083

Source: Compiled by author based on data published in the journal Actualidad Económica 2013, 2014, 2015,2016.
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DISCUSSION AND CONCLUSION

The first conclusion would be that the 182 companies in the ranking of the most valued ones for the 
period 2013-2016 are reduced to 40 companies when talking about the “Top” ones which means that 
only the 21.9% remains the four years, which is indicative of the difficulty of ever being in the ranking 
and much more being several years in a row.

Attention is focused on the analysis by nationality, there are 17 countries among the most valued 
companies, being reduced to 10 nationalities if attention is focused just at the “Top” companies, and 
where the Spanish ones are predominating in both cases, followed by the American and the British ones. 
The reasons why companies come from few countries are related to the multinational nature of the same 
and that these are more typical of developed countries.

However, after analysing the average valuation important differences are found as the values increase 
when only the companies that appear in the ranking all years are considered, highlighting the Nether-
lands, South Korea and Spain.Therefore companies that are in the “Top” are more valued than those 
that do not manage to stay in the ranking usually. On the other hand, it is significant that those from the 
north or central Europe, such as the United Kingdom, France, Germany, or Switzerland, are not among 
the most valued in the “Top” ranking, whereas they are from Italy or Ireland. It is clear that countries 
with less economic development may have companies present in the “Top” list. In any case, they do not 
appreciate significant differences, which is consistent with the conclusions of Ibrahim and Shah (2013).

Another conclusion to note is that when the analysis by Autonomous Communities is made, from the 
13 companies in the global simple the number is reduced to 4 when focusing on the “Top” ones, being 
Madrid, Cataluña, Cantabria and País Vasco, which also obtain the highest value. With the exception of 
Cantabria, this is related to economic development being the most prominent regions of the Kingdom 
of Spain. In any case, it can not be concluded that they are significant differences, which would not be 
in line with the studies of Amossé et al., 2016; Conway et al., 2008; Fields, Chan and Akhtar, 2002; 
Paawee and Boselie, 2007.

By analysing the size it is concluded that big companies are the ones with a higher predominance in 
the market, even higher if attention is focused at the “Top” companies (95%), even though the middle- 
size companies are more valued (816) than the 806.5 points of the big ones.

When the sample is that of all the companies, the larger ones are more valued, being in the opposite 
direction when we stick to the companies “Top. It can be concluded that, in general terms, size has a 
positive influence on the most attractive companies to work for in the companies of the general list. This 
conclusion confirms the previous findings of Fields, Chan and Akhtar, (2002) And of Ibrahim and Shah 
(2013) and stress that large enterprises, which Internationals predominate, they have a policy of human 
resources that tend to be more valued than those of smaller dimensions.

It can be also concluded that the profiles of the most attractive companies for labour performance 
is favourable towards listed organizations, with a higher percentage in “Top” with a 77.5%. Regarding 
the valuation, the same thing happens as with the size, in the general list the companies that are listed 
on the stock market come out more valued; instead, focusing on the ones that always appear, the result 
is favor to those that do not quote. The conclusion is that it does seem significant in the general listing, 
a fact that has its explanation in that companies that have the ability to quote on the stock market have 
a general khow how superior to those that are not quoted.

However, in the case of the size, those not listed obtain a higher valuation with 817 points against 
the 804.1 points of those that are listed.
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The profile of the companies according to their economic activity does not change in any group as 
among the 400 organizations in the ranking, the financial, insurance, professional, scientific and techni-
cal activities have predominance, and the same happens in the “Top” group. Regarding their valuation, 
it must be included the healthcare activity as the most value one as well as the energetic sector, aspect 
that without being significant is remarkable and with a solid argumental base. Healthcare companies 
demand qualified professionals as top medical graduates. In Spain the access to the faculties is very 
complicated with minimum court notes above 12 points on 14 points (2018 year on the first list has been 
12.11), together with six years of harsh demands, the preparation of the MIR (Internal Medical Resident) 
and five years of residency. That gives us an idea of the level of qualification of the health sector. The 
energy sector is supported by the presence of engineers who also have a high degree of qualification, as 
well as that of professionals and scientific activities.

Another conclusion is that “Top” companies have an average valuation that is significantly superior 
to the rest, in all parameters and with bilateral meaning in such a way that they are more attractive for 
professional performance that those in the global simple.

It is appreciated that neither the nationality, nor the location, nor the activity sector, have a relevant 
influence at the time of valuing the most interesting companies for professional performance. On the 
other hand, if the size and the quotation in the stock market seems to show a relevance in the companies 
that appear in the ranking for the period 2013-16, it does not appear in the ones that appear in all the 
years (“Top”)

Despite the statistical limitations, it could be configure the profile of the most attractive companies 
for labour performance, they are mainly Spanish, even though the Dutch, Korean and Swiss companies 
obtain a good valuation; located in Madrid, Cataluña, País Vasco; big-sized, listed and whose main activ-
ity is either the financial and insurance business, or the professional, healthcare or energetic sector, As 
a final conclusion we can highlight the contribution of this research, since it had not been done by any 
other author in similar terms. It has allowed to identify a profile of the most attractive companies for work 
performance and assess which variables have more influence in said valuation. In addition, the quantita-
tive value of the work must be highlighted, which makes it possible to better technify the conclusions.

It is recommended that the future data published by the RAE journal will be analyzed and compared 
with the results obtained in this study, as well as identifying new variables that could explain the results 
obtained by the most attractive companies to work in Spain. Another recommendation would be to carry 
out similar studies in other countries and make an international comparative analysis.
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APPENDIX

In the appendix we can see the 40 companies that appear in the four years of the ranking classified by the 
average value obtained in that period. Given that the ranking is composed of 100 companies per year, it 
is indicative of the difficulty of being in the Top companies. It can also be seen that the companies that 
are in the top positions are mainly Spanish belonging to the financial and insurance sector.

Table 7. Classification of “Top” companies according to their average position in the ranking 2013-2016

Nº Company Country Sector Total Average 
Value

1 BBVA Spain Financial and insurance activities 880.00

2 PWC UE Professional, scientific and technical activities 863.50

3 Credit and Caution Spain Financial and insurance activities 859.00

4 Mapfre Spain Financial and insurance activities 857.25

5 Mutua Madrileña Spain Financial and insurance activities 854.25

6 Deloitte UE Professional, scientific and technical activities 852.50

7 BAT UK Manufacturing industry 849.50

8 Gas natural Fenosa Spain Electric energy, gas, steam and air conditioner supply 848.25

9 Kimberly-Clarck UE Healthcare activities and social services 844.25

10 Glaxosmithkline UK Wholesale and retail commerce; repair of motor 
vehicles and motorcycles 843.75

11 KPMG Netherlands Professional, scientific and technical activities 843.50

12 Santander Spain Financial and insurance activities 841.50

13 J&A Garrigues Spain Professional, scientific and technical activities 841.25

14 CaixaBank Spain Financial and insurance activities 840.50

15 Orange France Information and communications 839.25

16 L´Oreal France Manufacturing industry 832.75

17 LG South Korea Wholesale and retail commerce; repair of motor 
vehicles and motorcycles 828.75

18 Ernst&Young UK Professional, scientific and technical activities 816.00

19 Marsh Spain UE Financial and insurance activities 815.75

20 Iberdrola Spain Electric energy, gas, steam and air conditioner supply 805.25

21 Zurich Switzerland Financial and insurance activities 796.25

22 Sanitas Spain Financial and insurance activities 794.75

23 Enagás Spain Electric energy, gas, steam and air conditioner supply 792.50

24 Gómez Acebo y Pombo Spain Professional, scientific and technical activities 790.75

25 Accenture Ireland Information and communications 789.00

26 Sap Spain Germany Information and communications 787.75

27 Altadis Spain Manufacturing industry 787.25

continued on following page
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Nº Company Country Sector Total Average 
Value

28 Mercer HR UE Financial and insurance activities 782.50

29 Group M UE Professional, scientific and technical activities 780.00

30 Sanofi-Aventis France Professional, scientific and technical activities 776.75

31 Mcdonald´s UE Catering 775.00

32 Thales Spain France Construction 773.00

33 Reale Seguros Italy Professional, scientific and technical activities 764.50

34 Endesa Spain Electric energy, gas, steam and air conditioner supply 764.25

35 Allianz Seguros Germany Financial and insurance activities 763.25

36 Volkswagen-Audi Germany Wholesale and retail commerce; repair of motor 
vehicles and motorcycles 755.75

37 Mondelez UE Manufacturing industry 753.00

38 Diageo UK Wholesale and retail commerce; repair of motor 
vehicles and motorcycles 752.25

39 Banco Popular Spain Financial and insurance activities 722.25

40 Astrazeneca UK Manufacturing industry 722.00

Average 806.98

Source: Compiled by author based on data published in the journal Actualidad Económica 2013, 2014, 2015, 2016.

Table 7. Continued
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ABSTRACT

This chapter reveals the extent to which the companies with the best eco-efficiency indicators have found 
their market value positively or adversely affected. The authors will analyze whether one of the main 
stakeholders in business attitude and activity towards the environment (i.e., capital markets) are reward-
ing companies for their excellent eco-efficiency performance. The chapter will be explicitly examining 
the hypothesis that a higher degree of eco-efficiency is associated with a greater recognition by the stock 
market. The study sample will comprise a data panel from European companies indexed in the DJSWI 
for the years ranging from 2011-2015. The findings obtained indicate that the capital markets are giv-
ing recognition to the European companies that achieve greater eco-efficiency levels where emissions 
are concerned. The previous behavior will be rewarded by the capital market, which can contribute to 
improving its reputation, reducing its financing costs and generating wealth for its shareholders.

INTRODUCTION

In spite of the wealth and prosperity generated in previous centuries thanks to industrial development, 
the planet has been subjected to uncontrolled environmental deterioration (Shrivastava, 1995). The 
damage that human activities has caused to environment, giving rise to what has come to be known as 
climate change, poses one of the main threats to biological diversity (Karsh & MacIver, 2010; Beever 
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& Belant, 2012), making this one of the primary issues on an international scale. This factor conditions 
decision-making processes, on both a political and economic level, and has major implications for the 
future of the planet (McCright, Marquart-Pyatt, Shwom, Brechin, & Allen 2016). One of the main causes 
of this deterioration is corporate activity, because of the emission of greenhouse gases (GHG) (Moors, 
Mulder & Vergragt, 2005), so companies are subject to a series of pressures in order to minimise their 
environmental impact.

Therefore, if there is one particular question that reveals the need to make an improvement in com-
petitiveness compatible with respect for the environment, it is climate change. Its management involves 
minimising the environmental impact caused by the emissions. Organisations are paying increasing 
attention to the fight against climate change, because its consequences not only threaten competitive-
ness and survival, but also serve as an opportunity to embark on new projects and strategic positioning, 
all of which are supervised by the genuine generators of value for a company, i.e., their stakeholders 
(Hoffman, 2005; Busch, 2011).

One recurring question that earlier literature has endeavoured to answer has revolved around whether 
the cost involved in environmental protection measures end up by damaging companies’ value, that is 
to say, by being detrimental to the relationship between the environmental performance (EP) and the 
financial performance (FP). The studies undertaken so far have yielded different findings. Such diversity 
is because, on many occasions, the data or measurements used have not taken into account variables 
associated with the eco-efficient actions of the organisations (Ekins, 2005; Henri & Journeault, 2010; 
Derwall, Günster, Bauer & Koedijk, 2004; Sinkin, Wright & Burnett, 2008). This work focuses on the EP 
measured with variables that reflect the eco-efficient actions of the organisation, i.e., utilising variables 
concerning emissions, with which the authors obtain a more direct relationship for the effects on FP. 
Although studies have already been done that examine this relationship, they have only been conducted 
partially, either by concentrating on only one specific type of emission (Al-Tuwaijri, Christensen & 
Hughes, 2004; Pogutz & Russo, 2009; Iwata & Okada, 2011; Delmas & Nairn-Birch, 2010; Busch & 
Hoffmann, 2011; Rahman, Rasid & Basiruddin, 2014), or, without taking into consideration the capital 
market perspective (Nakao, Amano, Matsumura, Genba & Nakano, 2007; Gallego-Álvarez, Segura & 
Martínez-Ferrero, 2015; Wagner, Van Phu, Azomahou & Wehrmeyer, 2002).

In earlier literature, the data used has generally been cross-sectional, whereas in this study a data 
panel has been used. A fixed-effects analysis has been conducted on a sample of 81 European companies 
belonging to the Dow Jones Sustainability World Index (DJSWI) for the period 2011-2015. The find-
ings have yielded the absence of a positive and statistically significant relationship between financial 
profitability and eco-efficiency regarding emissions. A relationship can also be demonstrated between 
higher company value levels and higher inefficiency levels in terms of emissions. These findings cause 
even greater uncertainty about the effect on recognition that the stock market can have on the proactive 
environmental activities with a view to reducing emissions.

This work is structured in the following way. After this introduction, a review of the literature on the 
Theory of Eco-efficiency is carried out, based on which the hypotheses are postulated and the study 
models devised. The methodology used is then explained, then the findings are analysed and, finally, in 
the last section, the main conclusions are given.
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Background

One of the main factors leading to global warming is CO2 emissions caused by energy consumption, 
especially where the use of fossil fuels is concerned (Greenpeace & EREC, 2008; Beccali, Cellura, 
Ludiello, & Mistretta, 2009). That is why it is both interesting and necessary to be able to consider what 
the situation is on the business world and how organisations have acted in recent years to the decisions 
imposed with a view to implementing sustainable policies in the development of their activities in a way 
that also complies with the economic principle of maximising profit and satisfying their stakeholders, 
which has led them to reorganise their management systems, showing a greater concern for putting into 
operation responsible environmental practices (Patten, 2002). Climate change and its consequences 
have given rise to an increasing public awareness of companies’ environmental responsibilities, mak-
ing this subject one of great importance not only for the business world but also for academic literature 
(Boiral, Henri & Talbot, 2012). In this sense, such authors as Porter and Kramer (2006) argue that the 
environmental responsibility of organisations has become an unavoidable priority for company leaders 
in every country.

Eco-Efficiency Theory

The authors could define eco-efficiency as being the relationship that exists between the value of the 
product or service provided by the company in question and the sum total of its environmental impacts 
throughout its life cycle. The formulation of eco-efficiency is thus expressed by the fraction between 
the economic value and its environmental impact (WBCSD, 2000; Verfaillie & Bidwell, 2000; Erkko, 
Melanen & Mickwitz, 2005).

According to Huppes and Ishikawa (2005), meeting the world population’s consumption require-
ments and obtaining reasonable environmental quality explains why eco-efficiency is necessary. Its 
practical and theoretical importance thus lies in its ability to combine performance in two out of every 
three sustainable development1 areas, the environment and economy (Ehrenfeld, 2005). In this sense, it 
is essential for companies to accept a challenge that involves environmental matters. Eco-efficiency can 
be the response to this challenge, because it involves the process whose aim is to minimise the environ-
mental impact of companies’ activities on the surrounding conditions while, at the same time, keeping 
up company efficiency levels by maximising their effectiveness where respecting the environment and 
creating value for the company.

Relationship Between Environmental Performance and Financial Performance

In earlier literature, a distinction can be made between two tendencies regarding the relationship between 
environmental performance and the associated company profit. On the one hand, there is the positive 
tendency put forward by certain authors who support the idea that the EP, through the implementation of 
eco-efficient strategies, models and mechanisms, improves companies’ economic performance (Porter, 
1991; King & Lenox, 2002; Al-Tuwaijri et al., 2004; Nakao et al., 2007), bringing about a positive effect 
on company profitability enabling companies to cut down on costs and increase their differentiation. 
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In this sense, some authors, supporting themselves on the Stakeholders Theory and the Resources and 
Capacities Theory argue that suitable environmental activity makes it possible to develop capacities 
and attract valuable resources that give them competitive edges (Hart, 1995; Porter & Van der Linde, 
1995; Russo & Fouts, 1997) which improve workers’ productivity and resource consumption, as well as 
cutting down on costs or increasing sales and share values in the medium-to-long term (Hart & Ahuja, 
1996; Hart, 1997; Melnyk, Sroufe & Calantone, 2003).

However, certain academics have adopted a different stance by supporting the idea that researchers can 
have either negative or neutral effects on profitability (Hamilton, 1995; Konar & Cohen, 2001; Wagner 
et al., 2002), arguing that protecting the environment mainly brings about a greater cost to companies, 
expenses that eat away at their profit, thereby making them less competitive than their rivals. Some of 
them even claim that environmental regulations generate excessive expenses that firms never recover 
from, amounting to financial deviations from vital production investments (which reduce the annual 
economic performance) (Walley & Whitehead, 1994; Jaffe, Peterson, Portney & Stavins, 1995; Lothe, 
Myrtveit & Trapani, 1999; Rassier & Earnhart, 2010).

To be more specific, King and Lenox (2001) analyse whether firms pay for being green. Tobin’s Q 
variable is among those used to reflect financial performance, as a proxy to the rating that the market 
gives to the company and, thus, the profitability that the shareholder obtains for the positive reappraisal 
achieved. It uses the total direct and relative emissions as an independent variable. It reaches the conclu-
sion that firms that reduce their pollution rates have a greater value in accounting terms. In his work, 
Al-Tuwaijri et al. (2004), obtain statistical significant findings from the positive relationship between 
toxic waste recycling indicators and the profitability obtained by the company on the capital markets. 
Furthermore, there are the competitive advantages regarding the innovations achieved in the companies, 
more consistent performances being obtained in the companies where eco-efficient activities have been 
voluntary rather than mandatory. Burnett and Hansen (2008) research into the relationship between SO2 
emissions and the production efficiency of companies in the electricity sector in the USA. The study 
findings confirm the thesis postulated by Porter (1991) that firms improving their emissions into the 
atmosphere are also the ones with the most efficient production.

Gallego-Álvarez et al. (2015) analyse eco-efficiency with respect to the variations in carbon dioxide 
emissions, using as economic-financial performance variables, and profitability from assets and profit-
ability from equity. They utilise as their sample, data from 89 companies over a 4-year period, 2006-2009. 
The findings yield empirical evidence for the financial performance variable but not for the economic 
performance variable.

The fact that there is inconclusive proof in the study into the relationship between EP and FP, the 
limited number of studies focusing on the direct impact on the emissions of GHG and, of these, the 
limited number of works that have applied the data panel methodology, led the researchers to consider 
this study. Consequently, this work examines the link between EP and market value, thereby providing a 
greater amount of empirical evidence for the eco-efficiency paradigm. To do this, the authors are putting 
forward the following hypothesis:

H: Low (high) efficiency levels measured by the emissions are associated with high (low) levels of 
Market Value in European companies.
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METHODOLOGY

Sample

The present work takes a sample of 112 European companies from different sectors that are included on 
the DJSWI that are participating in the Carbon Disclosure Project (CDP), from 2011 to 2015 (Table 1). 
These companies are the benchmarks in the world due to their corporate social responsibility activities, 
particularly such responsibilities where the environment is concerned. As some DJWSI companies have 
not published reports on the CDP, some of them are omitted. Furthermore, in view of the peculiarities 
of the Finances Sector, the researchers decided to remove the companies classified in this sector. There-
fore, the panel consists of 405 observations, 81 European companies for a period of 5 years (2011-2015) 
(see Appendix 1). The financial data were compiled from the ORBIS database and the environmental 
indicators from the reports published by the CDP (see Appendix 2).

Dependent, Independent and Control Variables

Earlier literature uses very different configurations to make the empirical comparison between EP and 
market value. A large number of works take Return on Asset (ROA) as the dependent variable to represent 
economic profitability (Russo & Fouts; 1997; King & Lenox, 2002; Aragón-Correa, Hurtado-Torres, 
Sharma & García-Morales, 2008; Rokhmawati, Sathye & Sathye 2015). The Return on Equity (ROE) 
variable is also used as a reference for financial profitability (Fombrun & Shanley, 1990; Wagner et al., 
2002), or Tobin’s Q (King & Lenox, 2001; Horváthová, 2010). In this study, the market value of the 
company with respect to EBITDA (VEE) is used as dependent variable.

The data concerning emissions into the atmosphere (net emissions in metric tonnes of CO2) relativ-
ized with respect to the sales figures for that year are utilised as variables associated with eco-efficiency, 
referred to as ES. These variables had already been used in works such as those by Hatakeda, Kokubu, 
Kajiwara and Nishitani, (2012) and Wagner (2005), as well in other more recent works by Delmas and 
Nairn-Birch (2010), Busch and Hoffmann (2011), Rahman et al. (2014) and Gallardo-Álvarez et al. (2015).

The control variables were selected from the review of the literature as the ones generally used in eco-
efficiency studies. The control variables include the total revenue (TR), financial performance (ROE), 
economic performance (ROA), CDP score for the information disclosed in the questionnaire (DisCDP) 
and the maximum solvency liquidity ratio (RS), which is indicative of the extent to which the company 

Table 1. Sample: technical information

Dimension Description

Population Companies from different sectors belonging to the DJSWI

Geographical area Europe

Data source CDP questionnaires on change climate and financial data from ORBIS

Sample size 81 companies. 2011-2015 years.

Data Collect from August 22, 2013 to July 15, 2016

Number of questionnaires 405 validated CDP questionnaires
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is opting for the development of new products, work routines or any innovation as an approach to its 
commitment to ongoing adaptation to new challenges that could include more eco-efficient actions.

Regression Model

The corpus of literature involving the relationship between EP and FP has yielded not only favourable 
and unfavourable findings, but also non-conclusive findings. With a view to providing greater empirical 
evidence where this relationship is concerned, the model focus on variables that show more directly the 
effects on the atmosphere, and doing so from the investors’ perspective, given that they are the financial 
reference par excellence, the researchers are going to compare this work hypothesis with the following 
models:

VEEit = β0 + β1ES1it + β2ES2it + øXit + εij where, Xit = TRit, ROAit, ROEit, RSit, DisCDPit. 

The description of the variables would be as follows:
i refers to each company and t to the year.
VEEit market value of the company regarding the volume of EBITDA (Gross Operating Profit).
ES1it direct emissions of GHG measured in equivalent metric tonnes of CO2. This variable is relativ-

ized with the sales for the period (Tn CO2e per Euro of Billing).
ES2it indirect emissions of GHG measured in equivalent metric tonnes of CO2. This variable is rela-

tivized with the sales for the period (Tn CO2e per Euro of Billing).
ROAit Economic Performance; ratio of EBIT (earnings before interest and income tax) to the total 

capital invested in operating assets.
TRit Total Revenues (Napierian logarithm for the billing volume).
RSit financial solvency ratio, ratio between equity and non-current liabilities.
DisCDPit CDP score for the information disclosed in the questionnaire. Score between 0 and 100 

basic points.

FINDINGS

The findings from this study confirm those that appeared in an article recently published by Gallego-
Álvarez et al (2015). The latter case also used shareholder profitability as the financial performance 
reference, although in this case, the sample is larger and a variable has been used that those authors did 
not bring into play, namely market value.

It thus turns out that the ratio for the efficiency of the European companies analysed for the years 
2011-2015, in terms of direct emissions, is statistically significant when compared to the financial profit-
ability measured by the VEE, as Table 2 shows. In view of this, the researchers can accept the hypothesis 
that the most proactive companies regarding environmental activities that involve better eco-efficiency 
indexes are those that obtain the greatest financial profit.

I.e., the European companies with the greatest market rating values are negatively associated with a 
confidence level of 99%, with ratios of a higher level with respect to direct emissions per Euro of gross 
operating profit, that is to say, higher level of eco-efficiency.
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The control variables indicate that there is a negative relationship between the value of the companies 
and turnover, that is to say, the lower the levels of total revenues, the greater the value recognised by the 
market. In view of the above, the authors believe it to be of great importance that spreading information 
(DisCDP) is becoming positive and significant, with a confidence level of 99%. This model also indicates 
that the debt ratio show a positive and significant relationship.

CONCLUSION

In this case, and with respect to the DJWSI European companies that have voluntarily published infor-
mation in the CDP for the years 2011-2015, the authors have found empirical evidence of a positive 
relationship between direct emissions (Scope 1) and the market value, measured in terms of market value 
of the company regarding the volume of EBITDA. However, the authors have not found any empirical 
evidence of a positive relationship between indirect emissions (Scope 2). In addition, the results show 
how the market is rewarding those companies with the best information disclosure rates on environmen-
tally responsible behaviour.

The findings answer the following question: Why do companies continue to be part of indexes such 
as the DJWSI, providing information on their environmental behaviour, among other aspects, despite the 
documents that are required and the use of the resources involved? The results show that these companies 
are rewarded for the satisfaction they get from their stakeholders, especially their investors. The effects of 
these actions, if they are carried out as part of a strategic plan and form part of the organisation’s culture, 
end up by affecting the operations, innovation, quality and costs of the company in the medium- and 
long-term. That is to say, the investors do clearly reward the environmental performance with regard to 
emissions that this might conceal forming part of a host of value generating factors.

Following on from the above, possible future research following on from this work could be to com-
pare companies belonging to the DJWSI-CDP and those that do not, with regard to their eco-efficiency 

Table 2. Results obtained from the models

Random Effects Dependent Variables

Independent Variables Model 2. VEE

Coef P Value

ES1 -2.3149 0.000

ES2 -0.6197 0.732

TR -0.9995 0.000

ROA -0.3221 0.013

ROE 0.0619 0.129

DisCDP 0.0257 0.000

RS 0.0884 0.003

_Cons 21.8731 0.000

R2 0.6965

VEE Wald Chi-squ = 143.95***; VEE Hausman test = 23.15***; VEE Wooldridge test = 18.842***
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levels and financial profitability achieved. The audits and certification of the emissions declared by the 
companies would also have to make considerable progress to enable the information published to be com-
pared between companies and to allow the investors to reward the most eco-efficient ones. In this sense, 
the demands of indexes such as DJWSI or the CDP ought to require a greater degree of standardisation 
and verification of the information published. The stakeholders would thus see their confidence level 
rise and an improvement in the comparability of the performance attained because of the organisation’s 
eco-efficiency actions.
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ENDNOTE

1  The concept of sustainability is very extensive. This study refers to the need to combine economic 
performance with respect for the environment. It would require a much more expansive conceptual 
framework for corporate social responsibility, but this is not the aim of this chapter.
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APPENDIX 1

Table 3. 

Company Country Global Industry Classification Standard

Abertis Infraestructuras SA Spain Industrials

Acciona SA Spain Utilities

Enagás SA Spain Utilities

Endesa SA Spain Utilities

Ferrovial SA Spain Industrials

Gamesa Corp. Tecnológica SA Spain Industrials

Gas Natural SDG SA Spain Utilities

Iberdrola SA Spain Utilities

Indra Sistemas SA Spain Information Technology

Industria de Diseño Textil SA Spain Consumer Discretionary

Red Eléctrica Corp. SA Spain Utilities

Repsol SA Spain Energy

Telefónica SA Spain Telecommunications Services

Adidas AG Germany Consumer Discretionary

BASF SE Germany Materials

Bayer AG Germany Health Care

Bayerische Motoren Werke AG Germany Consumer Discretionary

Deutsche Boerse AG Germany Financials

Deutsche Post AG Germany Industrials

Deutsche Telekom AG Germany Telecommunications Services

E.ON SE Germany Utilities

LANXESS AG Germany Materials

Linde AG Germany Materials

METRO AG Germany Consumer Staples

SAP SE Germany Information Technology

Siemens AG Germany Industrials

Air France-KLM France Industrials

Atos SE France Information Technology

Cie de Saint-Gobain France Industrials

Danone SA France Consumer Staples

Gecina SA France Real Estate

Kering France Consumer Discretionary

Klepierre France Real Estate

Legrand SA France Industrials

Sanofi France Health Care

continued on following page
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Company Country Global Industry Classification Standard

Schneider Electric SE France Industrials

Thales SA France Industrials

TOTAL SA France Energy

Vinci SA France Industrials

Enel SpA Italy Utilities

Snam SpA Italy Utilities

Terna Rete Elettrica Nazionale SpA Italy Utilities

Anglo American PLC United Kingdom Materials

AstraZeneca PLC United Kingdom Health Care

BAE Systems PLC United Kingdom Financials

Burberry Group PLC United Kingdom Consumer Discretionary

GlaxoSmithKline PLC United Kingdom Health Care

Hammerson PLC United Kingdom Real Estate

Intu Properties PLC United Kingdom Real Estate

Kingfisher PLC United Kingdom Consumer Discretionary

Land Securities Group PLC United Kingdom Real Estate

Pearson PLC United Kingdom Consumer Discretionary

Reckitt Benckiser Group PLC United Kingdom Consumer Discretionary

Rio Tinto PLC United Kingdom Materials

Rolls-Royce Holdings PLC United Kingdom Industrials

Sky PLC United Kingdom Consumer Discretionary

Smith & Nephew PLC United Kingdom Health Care

Unilever PLC United Kingdom Consumer Discretionary

United Utilities Group PLC United Kingdom Utilities

Whitbread PLC United Kingdom Consumer Discretionary

CNH Industrial NV Netherlands Industrials

Akzo Nobel NV Netherlands Materials

Koninklijke DSM NV Netherlands Materials

Koninklijke KPN NV Netherlands Telecommunications Services

Unilever NV Netherlands Consumer Discretionary

EDP - Energias de Portugal SA Portugal Utilities

Neste Oyj Finland Energy

Nokia OYJ Finland Information Technology

Castellum AB Sweden Real Estate

Electrolux AB Sweden Consumer Discretionary

Hennes & Mauritz AB Sweden Consumer Discretionary

Modern Times Group MTG AB Sweden Consumer Discretionary

Table 3. Continued

continued on following page
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APPENDIX 2: CDP’S 2016 CLIMATE CHANGE 
INFORMATION REQUEST. EMISSIONS

CC7. Emissions Methodology

Base year
CC7.1 Please provide your base year and base year emissions (Scopes 1 and 2) (CDP 2015 CC7.1, 

amended)
Use the table in the ORS to provide the following details for Scopes 1 and 2:

• Base year
• Scope 1 base year emissions (metric tonnes CO2e)
• Scope 2 location-based base year emissions (metric tonnes CO2e)
• Scope 2 market-based base year emissions (metric tonnes CO2e)

Methodology
CC7.2 Please give the name of the standard, protocol or methodology you have used to collect activ-

ity data and calculate Scope 1 and Scope 2 emissions
If you have selected “Other”:

CC7.2a If you have selected “Other” in CC7.2 please provide details of the standard, protocol or meth-
odology you have used to collect activity data and calculate Scope 1 and Scope 2 emissions

CC7.3 Please give the source for the global warming potentials you have used (Table 4)

Company Country Global Industry Classification Standard

SGS SA Switzerland Industrials

Clariant AG Switzerland Materials

Nestlé SA Switzerland Consumer Staples

Novartis AG Switzerland Health Care

Roche Holding AG Switzerland Health Care

Coloplast A/S Denmark Health Care

Novo Nordisk A/S Denmark Health Care

Novozymes A/S Denmark Materials

Norsk Hydro ASA Norway Materials

Table 4. 

Gas Reference

Table 3. Continued
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CC7.4 Please give the emissions factors you have applied and their origin; alternatively, please attach 
an Excel spreadsheet with this data at the bottom of this page (Table 5)

CC8. Emissions Data

Boundary
CC8.1 Please select the boundary you are using for your Scope 1 and 2 greenhouse gas inventory
Select from

• Financial control
• Operational control
• Equity share
• Other

Scope 1 and 2 Emissions Data
CC8.2 Please provide your gross global Scope 1 emissions figures in metric tonnes CO2e
CC8.3 Does your company have any operations in markets providing product or supplier specific 

data in the form of contractual instruments? (New for CDP 2016)
CC8.3a Please provide your gross global Scope 2 emissions figures in metric tonnes CO2e (CDP 

2015 CC8.3, amended) (Table 6)
CC8.4 Are there any sources (e.g. facilities, specific GHGs, activities, geographies, etc.) of Scope 1 

and Scope 2 emissions that are within your selected reporting boundary which are not included in your 
disclosure?

If yes: CC8.4a Please provide details of the sources of Scope 1 and Scope 2 emissions that are 
within your selected reporting boundary which are not included in your disclosure (CDP 2015 CC8.4a, 
amended) (Table 7)

Table 5. 

Fuel/Material/Energy Emission Factor Unit Reference

Table 6. 

Scope 2, Location-Based Scope 2, Market-Based (If Applicable) Comment

Table 7. 

Source Relevance of Scope 1 
Emissions From This Source

Relevance of Location-Based 
Scope 2 Emissions From This 

Source

Relevance of Market-Based 
Scope 2 Emissions From This 

Source (If Applicable)

Explain Why 
the Source Is 

Excluded
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Data Accuracy
CC8.5 Please estimate the level of uncertainty of the total gross global Scope 1 and 2 emissions 

figures that you have supplied and specify the sources of uncertainty in your data gathering, handling 
and calculations (CDP 2015 CC8.5, amended) (Table 8)

External Verification or Assurance
CC8.6 Please indicate the verification/assurance status that applies to your reported Scope 1 emissions
If Scope 1 emissions have been subject to third party verification or assurance (complete or underway):
CC8.6a Please provide further details of the verification/assurance undertaken for your Scope 1 

emissions, and attach the relevant statements (CDP 2015 CC8.6a, amended) (Table 9)
If “No third party verification or assurance – regulatory CEMS required” is selected:
CC8.6b Please provide further details of the regulatory regime to which you are complying that 

specifies the use of Continuous Emissions Monitoring Systems (CEMS) (Table 10)
CC8.7 Please indicate the verification/assurance status that applies to at least one of your reported 

Scope 2 emissions figures
If Scope 2 emissions have been subject to third party verification or assurance (complete or underway):
CC8.7a Please provide further details of the verification/assurance undertaken for your location-

based and/or market-based Scope 2 emissions, and attach the relevant statements (CDP 2015 CC8.7a, 
amended) (Table 11)

CC8.8 Please identify if any data points have been verified as part of the third party verification 
work undertaken, other than the verification of emissions figures reported in CC8.6, CC8.7 and CC14.2 
(Table 12)

Carbon Dioxide Emissions from Biologically Sequestered Carbon
CC8.9 Are carbon dioxide emissions from biologically sequestered carbon relevant to your organization?

Table 8. 

Scope Uncertainty Range Main Sources of Uncertainty Please Expand on the Uncertainty in Your Data

1

2 (location-based)

2 (market-based)

Table 9. 

Verification or 
Assurance Cycle 

in Place

Status in 
the Current 

Reporting Year

Type of 
Verification or 

Assurance

Attach the 
Statement

Page/Section 
Reference

Relevant 
Standard

Proportion of reported 
Scope 1 emissions 

verified (%)

Table 10. 

Regulation % of Emissions Covered by the System Compliance Period Evidence of Submission
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If yes: 8.9a Please provide the emissions from biologically sequestered carbon relevant to your or-
ganization in metric tonnes CO2

CC9. Scope 1 Emissions Breakdown

CC9.1 Do you have Scope 1 emissions sources in more than one country?
If yes: CC9.1a Please break down your total gross global Scope 1 emissions by country/ region 

(Table 13)
CC9.2 Please indicate which other Scope 1 emissions breakdowns you are able to provide (tick all 

that apply) (Table 14)
Where a breakdown option has been ticked, a table appears to allow you to enter the relevant emis-

sions data

CC10. Scope 2 Emissions Breakdown

CC10.1 Do you have Scope 2 emissions sources in more than one country?
If yes: CC10.1a Please break down your total gross global Scope 2 emissions and energy consump-

tion by country/region (CDP 2015 CC10.1a, amended)

Table 11. 

Location-Based 
or Market-Based 

Figure?

Verification or 
Assurance Cycle 

in Place

Status in 
the Current 

Reporting Year

Type of 
Verification 

or Assurance

Attach the 
Statement

Page/Section 
Reference

Relevant 
Standard

Proportion of Reported 
Scope 2 Emissions 

Verified (%)

Table 12. 

Additional Data Points Verified Comment

Table 13. 

Country/Region Scope 1 Metric Tonnes CO2e

Table 14. 

By Business Division (CC9.2a) By Facility (CC9.2b)

By GHG type (CC9.2c) By activity (CC9.2d)
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CC10.2 Please indicate which other Scope 2 emissions breakdowns you are able to provide (tick all 
that apply) (CDP 2015 CC10.2, amended) (Table 15)

Where a breakdown option has been ticked, a table appears to allow you to enter the relevant emis-
sions data

CC11. Energy

CC11.1 What percentage of your total operational spend in the reporting year was on energy?
CC11.2 Please state how much heat, steam, and cooling in MWh your organization has purchased 

and consumed during the reporting year (CDP 2015 CC11.2, amended) (Table 16)
CC11.3 Please state how much fuel in MWh your organization has consumed (for energy purposes) 

during the reporting year (New for CDP 2016)
CC11.3a Please complete the table by breaking down the total “Fuel” figure entered above by fuel 

type (CDP 2015 CC11.3) (Table 17)
CC11.4 Please provide details of the electricity, heat, steam or cooling amounts that were accounted 

at a low carbon emission factor in the market-based Scope 2 figure reported in CC8.3a (Table 18)
CC11.5 Please report how much electricity you produce in MWh, and how much electricity you 

consume in MWh (New for CDP 2016) (Table 19)

Table 15. 

By Business Division (CC10.2a) By Facility (CC10.2b)

By activity (CC10.2c)

Table 16. 

Energy Type MWh

Heat

Steam

Cooling

Table 17. 

Fuels MWh

Table 18. 

Basis for Applying a Low Carbon 
Emission Factor

MWh Consumed Associated With Low Carbon 
Electricity, Heat, Steam or Cooling Comment
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CC12. Emissions Performance

Emissions History
CC12.1 How do your gross global emissions (Scope 1 and 2 combined) for the reporting year com-

pare to the previous year?
If emissions have increased, decreased or remained the same overall:
CC12.1a Please identify the reasons for any change in your gross global emissions (Scope 1 and 2 

combined) and for each of them specify how your emissions compare to the previous year (CDP 2015 
CC12.1a, amended) (Table 20)

CC12.1b Is your emissions performance calculations in CC12.1 and CC12.1a based on a location-
based Scope 2 emissions figure or a market-based Scope 2 emissions figure? (New for CDP 2016)

Emissions Intensity
CC12.2 Please describe your gross global combined Scope 1 and 2 emissions for the reporting year 

in metric tonnes CO2e per unit currency total revenue (CDP 2015 CC12.2, amended) (Table 21)
CC12.3 Please provide any additional intensity (normalized) metrics that are appropriate to your 

business operations (CDP 2015 CC12.4, amended) (Table 22)

CC13. Emissions Trading

CC13.1 Do you participate in any emissions trading schemes?

Table 19. 

Total 
Electricity 
Consumed 

(MWh)

Consumed 
Electricity That Is 
Purchased (MWh)

Total 
Electricity 
Produced 
(MWh)

Total Renewable 
Electricity Produced 

(MWh)

Consumed Renewable Electricity 
That Is Produced By Company 

(MWh)
Comment

Table 20. 

Reason Emissions Value (Percentage) Direction of Change Please Explain And 
Include Calculation

Emissions reduction activities

Divestment

Acquisitions

Mergers

Change in output

Change in methodology

Change in boundary

Change in physical operating conditions

Unidentified

Other
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If yes: CC13.1a Please complete the following table for each of the emission trading schemes in 
which you participate (Table 23)

And if “Yes” or “No, but we anticipate doing so within the next 2 years”:
CC13.1b What is your strategy for complying with the schemes in which you participate or anticipate 

participating?
CC13.2 Has your organization originated any project-based carbon credits or purchased any within 

the reporting period?
If yes: CC13.2a Please provide details on the project-based carbon credits originated or purchased 

by your organization in the reporting period (Table 24)

CC14. Scope 3 Emissions

CC14.1 Please account for your organization’s Scope 3 emissions, disclosing and explaining any exclu-
sions (Table 25)

Table 22. 

Intensity 
Figure =

Metric Numerator (Gross 
Global Combined Scope 1 
and 2 Emissions) Metric 

Tonnes CO2e

Metric 
Denominator

Metric 
Denominator: 

Unit Total

Scope 2 
Figure 
Used

% Change 
From 

Previous 
Year

Direction of 
Change From 
Previous Year

Reason 
for 

Change

Table 23. 

Scheme 
Name

Period for Which 
Data Is Supplied

Allowances 
Allocated

Allowances 
Purchased

Verified Emissions in Metric 
Tonnes CO2e

Details of 
Ownership

Table 24. 

Credit 
Origination 

or Credit 
Purchase

Project 
Type

Project 
Identification

Verified 
to Which 
Standard

Number 
of Credits 

(Metric 
Tonnes CO2e)

Number of Credits 
(Metric Tonnes 

CO2e): Risk 
Adjusted Volume

Credits 
Cancelled

Purpose, e.g. 
Compliance

Table 21. 

Intensity 
Figure =

Metric Numerator (Gross 
Global Combined Scope 1 and 

2 Emissions) Metric Tonnes 
CO2e

Metric 
Denominator: 

Unit Total 
Revenue

Scope 2 
Figure 
Used

% Change 
From Previous 

Year

Direction of 
Change From 
Previous Year

Reason for 
Change
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CC14.2 Please indicate the verification/assurance status that applies to your reported Scope 3 emissions
If Scope 3 emissions have been subject to third party verification or assurance (complete or underway):
CC14.2a Please provide further details of the verification/assurance undertaken, and attach the rel-

evant statements (Table 26)
CC14.3 Are you able to compare your Scope 3 emissions for the reporting year with those for the 

previous year for any sources?
If yes: CC14.3a Please identify the reasons for any change in your Scope 3 emissions and for each 

of them specify how your emissions compare to the previous year (Table 27)

Table 25. 

Sources of Scope 3 emissions Evaluation 
Status

Metric 
Tonnes 
CO2e

Emissions 
Calculation 

Methodology

Percentage of Emissions 
Calculated Using Data 

Obtained From Suppliers or 
Value Chain Partners

Explanation

Purchased goods and services

Capital goods

Fuel-and-energy-related activities 
(not included in Scope 1 or 2)

Upstream transportation and 
distribution

Waste generated in operations

Business travel

Employee commuting

Upstream leased assets

Investments

Downstream transportation and 
distribution

Processing of sold products

Use of sold products

End of life treatment of sold 
products

Downstream leased assets

Franchises

Other (upstream)

Other (downstream)

Table 26. 

Verification or 
Assurance Cycle 

in Place

Status in 
the Current 

Reporting Year

Type of 
Verification or 

Assurance

Attach the 
Statement

Page/
Section 

Reference

Relevant 
Standard

Proportion of Reported 
Scope 3 Emissions 

Verified (%)

 EBSCOhost - printed on 2/8/2023 1:24 PM via . All use subject to https://www.ebsco.com/terms-of-use



Sustainable European Companies Market Value

72

CC14.4 Do you engage with any of the elements of your value chain on GHG emissions and climate 
change strategies? (Tick all that apply) (Table 28)

If “Yes, our suppliers”, “Yes, our customers” or “Yes, other partners in the value chain” is ticked:
CC14.4a Please give details of methods of engagement, your strategy for prioritizing engagements 

and measures of success
And if “Yes, our suppliers” is ticked, complete questions CC14.4b and CC14.4c
CC14.4b To give a sense of scale of this engagement, please give the number of suppliers with 

whom you are engaging and the proportion of your total spend that they represent (CDP 2015 CC14.4b, 
amended) (Table 29)

CC14.4c If you have data on your suppliers’ GHG emissions and climate change strategies, please 
explain how you make use of that data (Table 30)

If “No, we do not engage” is ticked:
CC14.4d Please explain why you do not engage with any elements of your value chain on GHG 

emissions and climate change strategies, and any plans you have to develop an engagement strategy in 
the future.

Table 27. 

Sources of Scope 3 
Emissions Reason for Change Emissions Value 

(Percentage) Direction of Change Comment

Table 28. 

Yes, Our Suppliers   Yes, Our Customers

Yes, other partners in the value chain   No, we do not engage

Table 29. 

Number of Suppliers % of Total Spend (Direct and Indirect) Comment

Table 30. 

How You Make Use of the Data Please Give Details
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ABSTRACT

This chapter is the result of an interuniversity exchange doctoral research project carried out in the 
Algarve region, Portugal, in 2017. Its objective was to discuss the economic trajectory of Portugal and its 
implications for those political strategies encouraging technological innovation. The empirical research 
used interviews and the analytical results were based on the path dependence theory. The outcomes of 
this study point to the dependence of the Algarve region from external investments.

INTRODUCTION

The objective of this article is to identify the trajectory of Portugal’s economic policy and its effects 
upon those policies for innovation in the Algarve region. The methodology used included interviews 
with representatives of five organizations, five enterprises and two incubators. In addition to the gathered 
important empirical data, the study has its base in the path dependence theory. For this, an analytical 
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framework was developed based on the model presented by Hoff (2011), with the following elementary 
points:

a)  It is based on the historical trajectory of the policies of incentive to technological innovation, with 
the reflexes in the technology-based incubators, in the organizations and in the companies of the 
Algarve region. For this purpose, interviews were carried out with five organizations, five compa-
nies and two incubators that, following this article, will be presented. In addition, a documentary 
research was realized to understand the relevance of the information collected to the context of the 
region.

b)  Antecedent conditions and general laws were identified to historically characterize the economic 
policy of Portugal, from 1990 to 2015. This period was marked by discussions of the concept of 
science and technology policies and the economic construction of the unified Western Europe. For 
this stage the bibliographic research was adopted, crossing every moment that presented itself as 
important for the understanding of the Portuguese economy and its implications in the policy of 
technological innovation.

c)  Along the trajectory, those moments that led to the choices in which it is possible to perceive a 
dependent path have been identified. Followed by a bibliographical research to identify those ac-
tions carried out throughout the history of the Portuguese economy. Possible implications were 
detected and its impacts for the public policy choices within the regional strategies of the Algarve 
region.

All primary data was collected through interviews and field notebook was used to facilitate the 
researcher’s perceptions and the interviewee’s environment to be better shaped. Secondary data were 
collected based on information presented in legislations, articles, theses, dissertations, books, websites 
and other disperse materials relevant to study. The information obtained in the interviews, along with 
the historical and economic trajectory of Portugal, with the strategies adopted to encourage technologi-
cal innovation served as a basis for a more complete understanding the reality of the country and the 
particularity of the Algarve region to conduct specific policies in this area.

The technological development of Portugal took place through an integrated system of international 
scope. To better detect how the country is working on this issue and what strategies were adopted to 
implement policies of technological innovation, it was required to know the country’s historical trajec-
tory, acceptance the importance of all the accumulated trajectory for the current scenario.

THE CONTEXT OF INNOVATION IN THE ALGARVE REGION

A population of 451,005 thousand inhabitants (INE, 2011) forms the Algarve region, an important tour-
ist region in Portugal. The characteristics in relation to its climate, favoring tourism are milder in short 
winter and hot, long summers. This scenario is favorable because the Algarve region is in the southern 
area of Portugal and the closed contact with the Atlantic Ocean allows, and allowed for more than a 
century, tourism activity to prevail as a source or regional revenue. Currently considered the third rich-
est region in Portugal, its economic activity is mainly focused on services. Hereby, some data of the 
employed population: 80.6% of the people work on services, 6.3% in industry, 9.8% in construction and 
3.3% in agriculture (PORDATA, 2017).
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The Algarve is one of the seven NUTS II regions of Portugal. NUTS is the acronym for nomencla-
ture of territorial units for statistical purposes, hierarchical system of division of territory into regions. 
Eurostat created this nomenclature in the early 1970s, aiming at harmonizing the statistics of the various 
countries in terms of collecting, compiling and disseminating regional statistics. The nomenclature is 
subdivided into three levels (NUTS I, NUTS II, NUTS III), defined according to population, administra-
tive and geographical criteria (PORDATA, 2017).

The Algarve has small dimensions in relation to the other national regions. Tourism, as already 
reported, has been its main economic engine. During the period 2000-2006, the region was among the 
least developed in the country. The change in this framework occurred due to the attractiveness of the 
population and its economic growth. The change in these results is mainly due to tourism. This new 
framework, in turn, has resulted in a significant reduction in transfers from the Structural Funds.

It´s important to underline that the tourism-based economy has absorbed the political and resources 
decisions and the capacity for mobilization and entrepreneurship of actors relevant to the region, such 
as agriculture and fishing and maritime activities (RIS3, 2015). Research and Innovation Strategies for 

Figure 1. Map of the Algarve Region
Source: Brazilian Institute of Geography and Statistics (IBGE), adapted to the region of interest by Débora Cristiele Kumer (2017).
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Intelligent Specialization (RIS3) are integrated local-level, economic transformation agendas developed 
at national and regional levels that address five domains: Provide and focus support policies and invest-
ments on national priorities selected, taking into account the challenges and needs for the development of 
knowledge; Develop the strengths of each territory, competitive advantages and potential for excellence; 
Technological support, as well as innovation, by stimulating private sector investment based on applied 
research; Involvement of stakeholders, promotion of innovation and experimentation; They should be 
supported by evidence and include monitoring and evaluation mechanisms (RIS3, 2015).

In addition to this concentration - whose economic base is structured in tourism - the Algarve region, 
as well as the whole of the country, suffered from the economic crisis of 2008. This crisis, together 
with the lack of public instruments to stimulate the economy, the reduction of EU funds and austerity 
measures had a negative impact on the Algarve region (RIS3, 2015):

The Algarve, because of its specialization in the set of activities that revolve around tourism, presents 
typical constraints of cognitive and productive lock-in. This over-expertise has caused crowding-out on 
other economic activities and human resources, limiting regional innovation capacity, restricting the 
availability of investment and investors in other sectors and exposing the region to external shocks. It 
did not develop in the institutional density necessary to consolidate a regional innovation system. (RIS3, 
2015, p.33 - translated by the authors).

Technological innovation and science in the Algarve is not a recent topic of discussion. This spatial 
delimitation has promoted innumerable actions in favor of these questions and encouraged the promotion 
of technological transfer. In the words of De Noronha Vaz (2005, p.13):

The Algarve was the first region in Europe in 1995 to have a cross-border Business Innovation Cen-
ter, sponsored by the European Commission and focused on innovation in Small and Medium-Sized 
Enterprises (SMEs). In 2000, the Ettirse program was developed, a regional strategy for the transfer of 
technology that was translated into the Innovative Actions Program, INOVAlgarve, where one of the 
most positive actions was the creation of the Regional Center for Innovation in the Algarve, whose func-
tionality is translated into the transfer of technology between the local scientific community (University 
of Algarve) and the business context. (translated by the authors).

Innovation, in its multiple aspects and in its various dimensions, is a phenomenon of great complex-
ity and transferability, requiring the involvement of various socioeconomic actors (De Noronha Vaz, 
2005). However, such does not occur systematically. Factors justifying its irregularity, or even eventual 
absence, have been pointed as mostly varied in nature. As a highlight, it´s possible to say that there is 
an understanding that this discussion is only necessary to large companies, not been need to small or 
medium-sized ones.

Within the regional context, the Algarve region has been adopting strategies in favor of its economic 
development focused on the regional strategy of intelligent research and innovation. One of such initia-
tives is RIS3-Algarve 2014-2020. This seeks to stimulate research and innovation for smart specializa-
tion. RIS3 are integrated, locally based agendas for economic transformation developed at the national 
and regional levels. The RIS3 strategy is anchored in five points, namely:

To provide and to focus support policies and investments on national and regional priorities, selected 
taking into account the challenges and needs for knowledge development; To develop the strengths of 
each territory, competitive advantages and potential for excellence; To provide technological support, 
as well as innovation, by stimulating private sector investment based on applied research; To promote 
theinvolvement of the interesting parts, by the promotion of innovation and experimentation; Those 
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should be supported by evidence and include monitoring and evaluation mechanisms. (RIS3, 2015, 
p.26 - translated by the authors).

Since the implementation of RIS3, the Algarve region is committed to invest 60% of the financial 
resources to reinforce research, technological development and innovation to improve the access to in-
formation technologies, as well as its use to strengthen the competitiveness of small and medium-sized 
enterprises. The implementation of regional RIS3, rather than a strategic document, seeks to become 
a reference for regional choices, serving as a support tool to achieve the desired results (RIS3, 2015).

A broad concept of innovation is crucial for the development of regions in positive convergence. 
Innovation is often related to skill building and learning rather than simply introducing new products 
on the market. Demand-based and anchored “to do”, “to act” and “to integrate” mechanisms are learn-
ing modes as relevant to innovation dynamics as common supply-side factors with a focus on Science, 
Technology and Innovation (CTI) (RIS3, 2015, p.10 - translated by the authors).

Since the implementation of RIS3 for the Algarve region, all activities and projects related to tech-
nological innovation must follow the dynamic agreed on the document. In this perspective, innovation 
has been increasingly discussed and gaining strength. Proof of this are the discussions in the economic 
sphere, where it is understood that this is a factor that can influence its growth. In this sense, under-
standing innovation for the regional context is important for the economy. Next, the methodology used 
to collect the information and the results obtained that help in understanding the context of the Algarve 
region in relation to technological innovation are presented.

THE ECONOMIC TRAJECTORY AND THE 
INTERRELATIONSHIP WITH INNOVATION

Portugal underwent different economic moments in its historical context. The adhesion of Portugal to the 
Economic European Community (EEC) in 1986 represented, at the time, a search to economic growth of 
its economy. It is interesting to underline some of the historical facts motivated by this adhesion. In 1992, 
the country acceded to the European Exchange Rate Mechanism (EERM). This adhesion represented a 
transference of the autonomy of the monetary policy to the domains of the German mark. To be on the 
domain of this currency had granted, at the time, the credibility of the markets wen relates to the price 
stability (AMARAL FILHO, 2006).

According to Ruivo (1998) it was after the adhesion of Portugal to the Economic Community that was 
possible to see a real boost in public investments in scientific investigation. This boost was possible due to 
investments in several areas. The political reform and the cohesion, in 1988, was another important step. 
It exceeded the annual logic and reimbursement of separate projects presented by the Member States, and 
progress was made towards a multiannual and strategic programming on the complementarity of funds.

The structural funds are based on a cohesive political terrain on which all the Member States benefit. 
These strategies are anchored in the agreement of the Portuguese government with the European Com-
mission (MARQUES; CARAÇA; DIZ, 2006). From this agreement, four documents were produced for 
structural intervention purposes in the country. Are they:

The I Community Support Framework (CSFI) for the 1989-1993 programming period; the II Com-
munity Support Framework (CSFII) for the 1994-1999 programming period; the III Community Support 
Framework (CSFIII) for the 2000-2006 programming period; the National Strategic Reference Framework 
(NSRF) for the 2007-2013 programming period. (FE, 2017, p. 21).
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The Community Support Frameworks are instruments that reflect Portugal’s partnership agreement 
with the European Commission for the country’s development. They bring together the European Struc-
tural and Investment Funds (European Regional Development Fund - ERDF, Cohesion Fund, European 
Social Fund - ESF, European Agricultural Fund for Rural Development - EAFRD and European Maritime 
and Fisheries Fund - FEAMP). From these, the programming principles of the economic, social and 
territorial development policy of the country are defined (FE, 2017), becoming an important instrument 
to support the development of Portugal.

Another instrument adopted by Portugal was the adhesion to the Euro, in 1999, representing a cer-
tain change in the economic regime. It was a relevant event in the Portuguese economy of the last two 
decades, since it could mean a possibility of economic stability. For Silva (1997), the idea of a single 
currency (euro) could act in the elimination of the uncertainly in the exchange rate, in the integration 
of markets and the reinforcement of the credibility of monetary policy. This scenario would enable the 
European economy to improve its competitiveness face United States and Japan.

At the same time as the mentioned events, the Portuguese economy in the field of technological in-
novation policies in the early 1990s was marked by the predominance of an interactive model and an 
institutionalization of innovation policy in the European Union. These policies aimed to create collective 
learning mechanisms. The adjustment of the supply and demand dynamics of innovation factors, the 
strengthening of endogenization processes and the dissemination of industrial know-how and tertiary 
know-how, covering the high and low-tech sectors. Endogenization occurs when a local community is 
able to use its development potential and lead the structural change process of the productive system. It 
is still capable of generating increasing returns through the use of available resources and an introduction 
of innovations, guarantee of wealth creation and welfare improvements (Barquero, 2011).

To this end, the instruments used were the promotion of business and institutional cooperation 
networks, the regionalization of the investigative function and more attention was paid to the needs of 
small and medium-sized enterprises (SANTOS, 2003). To better understand the strategies adopted by 
Portugal in the 1990s, Table 01 presents a summary of the main events related to technology innovation 
and science, at the country level.

The launching of the Science and Technology Financing Program in 1994, highlighted in Table 
01, was an instrument of action aiming to modernize the economic activity and increasing the overall 
national competence. This was possible due to investments made through the Structural Funds. The 
intervention of the Structural Funds, supported by multiannual Community budgets, has made possible 
the security and temporal predictability of European Community financial support. On the other hand, 
it also required the establishment of national development strategies. It was also possible to promote the 
scientific culture, through the support given to the actions of the Ciência Viva program and the techni-

Table 1. Science technology and innovation of Portugal - 1990´s period

1994 Program for the Financing of Science and Technology, Praxis XXI

1995 Creation of the Ministry of Science and Technology - MCT

1996 National Agency for Scientific Culture

1997 Foundation for Science and Technology - FCT

1999 Portugal adhesion to the ESA - European Soace Agency

Source: Prepared by the author based on data from the Science and Technology Archive (ACT), 2017.
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cal assistance measures of PRAXIS XXI, which laid the foundations for the funding of the Science and 
Technology Observatory (CSF, 2002).

The Ciência Viva was program with the main purpose was to promote the scientific and technologi-
cal culture of the Portuguese population. It promotes the twinning of scientific institutions and schools, 
the scientific occupation of young people on vacation in scientific research institutions, programs of 
scientific dissemination to the public, as well as the creation of Ciência Viva Centers, interactive spaces 
for scientific dissemination in various parts of the country. In its school-oriented aspect, the priority is 
to stimulate the experimental teaching of science (POCTI, 2000, p.11).

The creation of the MCT in 1995 meant an institutional remodeling of Portuguese scientific and 
technological policy, targeting a dynamic and stable agenda to support the future development of science 
and technology. The importance of the creation of the MCT was identified because they understood the 
need for an institutional responsible for the implementation of science and technology policy and for 
promoting the country’s scientific and technological development (MCT, 2017). Its main attributions are:

(a) to lay down the basis for national science and technology policy; (b) To foster and coordinate 
scientific research; (c) To support the training and qualification of human resources in science and tech-
nology; d) To stimulate and coordinate activities aimed at the implementation of the information society; 
(f) To co-ordinate international scientific and technological cooperation under bilateral or multilateral 
cooperation agreements, in particular those arising from Portugal’s participation in the European Union; 
g) To prepare and propose to the Government, in accordance with the law, the proposed budget for sci-
ence and technology and multi-annual planning of scientific research and technological development 
activities; h) To contribute, by all means, to the strengthening and extension of the national scientific 
and technological community. (MCT, 1996, p.1, translated by the authors).

The strategies adopted by Portugal in favor of scientific and technological development have ad-
vanced in the context of the European Union, identifying the importance of scientific and technological 
culture for the social and economic life in the country. The initiative to create the MCT was one of the 
most strategic and important actions adopted by Portugal, as well as the creation of the National Agency 
for Scientific Culture and the Foundation for Science and Technology. All these actions have shown 
the country’s focused efforts towards a policy for the development of science and technology speeding 
scientific and technological development.

Another action taken by Portugal for its scientific and technological development was the Lisbon 
Strategy (2000-2006), whose initiative was to emphasize a basis for the knowledge economy. This 
strategy also included the challenge of impacting employment growth and social cohesion. The country 
identified that in order to become competitive, it would be necessary, in addition to improving research 
conditions, to create a favorable atmosphere for entrepreneurship (ESTRATÉGIA DE LISBOA, 2008). 
Highlights of the Lisbon Strategy can be seen below:

Prepare the transition to a knowledge-based society and economy through the implementation of 
policies geared towards the knowledge society and R&D, as well as by fostering the process of structural 
reform to boost competitiveness and innovation as well as the building of the internal market. Modern-
izing the European Social Model, investing in individuals and combating social exclusion; to promote 
economic sustainability and favorable growth, through the application of a set of macroeconomic poli-
cies. (ESTRATÉGIA DE LISBOA, 2008, p.12, translated by the authors).

The objective of the Lisbon Strategy is to make the country stronger in terms of its economic per-
formance, cohesion and sustainability. To achieve this goal, strengthening employment with economic 
growth in a clear context of a knowledge-based economy to become more competitive and dynamic, 
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and able to grow in a sustainable way and with social cohesion was the chosen approach. One contrib-
uting factor to the Lisbon Strategy is the National Economic and Social Development Plan (PNDES). 
According to Pinto (2012), this plan followed the implementation of the Community Support Frame-
work (CSF III) (2000-2006) and, inspired by the Lisbon Strategy, sought to affirm the transformative 
potential of science and technology. It aimed at a more cohesive and competitive European Union based 
on knowledge and innovation. To this end, the renewal of the Lisbon Strategy (2007-2013) is based on 
creating the conditions for investing and working knowledge and innovation, improving and expanding 
the availability of jobs and working with funds for rural and fisheries development, in the acceptance 
and understanding that these sectors are important within the context of the country’s economic develop-
ment. The specific situation of the unsatisfactory performance of the European economy and the desire 
to promote sustained growth based on knowledge and innovation led to the definition of the Lisbon 
Agenda by the European Council with the aim of ensuring economic development in a committed way 
by the Member States (QREN, 2007).

The strategic conception then defined was based on the formulation of great objectives of intervention 
of public policies, along with the reaffirmation of inalienable assumptions underlying the governmental 
action: the consolidation of the Rule of Law, as a promoter of citizenship; ensuring the safety of citizens; 
the emphases on justice, in order to ensure the cohesion of society and all its economic, social and cultural 
systems; the deepening of the functions of market regulation, with a view to safeguarding collective as-
sets and the principles of equity and equal opportunities. (QREN, 2007, p. 48, translated by the authors).

In this scenario, the National Strategy Reference Framework (2007-2013) constituted the align-
ment for the implementation of the Community policy of economic and social cohesion in Portugal 
in 2007-2013. Regional policy was renewed with significant consequences for the valorization of the 
territory and its diversified potential. The strategy of these interventions was consistent with the new 
development paradigm, respecting the implementation of public policy instruments aimed at stimulat-
ing the endogenization of technological skills and competences. Based on the strategies adopted in the 
context of the NSRF, efforts were made to guarantee rational, coherent and effective public policies at 
the central, regional and local levels. It is with the participation of the municipalities in the management 
of the economic and social development of the country that it seeks to achieve this goal (QREN, 2017).

As already mentioned and described above, there are numerous strategies used by Portugal for its 
economic and scientific development. It is relevant to mention that these strategies are intertwined with 
those imposed by the European Union, which, while making resources available, impose its framework 
on member countries as a way to guarantee their growth. In this sense, Portugal is already targeting the 
2020 strategy, as will be reported below.

The European strategy for the next programming period 2014-2020 aims to identify the regional 
affirmative sectors in the cross-border between knowledge and the market. It seeks to strengthen the 
capture of value centered on the endogenous resources and the international dimension of regional 
productions. The European strategy 2020 replaces the Lisbon Strategy, based on four major pillars: (1) 
Seeking to raise the employment R&D; (2) Reducing greenhouse gas emissions; (3) improving levels 
of education; and (4) promote social inclusion. From the identification of these pillars, it is tried to face 
the existing obstacles in the economy and the society of Portugal with the aid of the community funds 
(PO_ALGARVE, 2014).

Public policies and specially measures co-financed by Community funds should seek to address a 
number of persisting obstacles in the Portuguese economy and society, namely: insufficient business 
investment in R & I[ Research and Innovation]; the scarcity of R & I and internationalization skills in 
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companies; the scarcity of financial resources for the development of innovation activities, in particular 
in emerging and higher risk areas, and internationalization of SMEs; insufficient visibility and interna-
tional recognition of the value of national products and territories; the low propensity and scarcity of 
resources and skills for launching new businesses based on knowledge and creativity; and the incipient 
valorization of scientific and technological knowledge by the entities of the national and regional R & I 
systems and also the insufficient articulation between the diverse actors of this system, more specifically 
between companies and the research entities. (PO_ALGARVE, 2014, p.88, translated by the authors).

The mobilization of community funds serves as an instrument that should facilitate the improvement 
of internal and, mostly, international connectivity. In this sense, Portugal is working and making great 
progress when related to technological innovation policies. According to Heitor (2015), the country 
overcame its structural scientific backwardness after forty years of democracy and thirty years of Euro-
pean integration. For the author it is important to be in an integrated system in a globalized international 
community par excellence. Evolution is not dissociated from the economy, so the actions and strategies 
adopted by Portugal seek economic growth and scientific and technological development for the country.

This evolution also goes through the evolution of institutions. This scientific and technological policy 
was also characterized by the importance given to institutional organization and to the development 
of the scientific and technological system. The efforts in the Portuguese economy, combined with the 
events in the field of science and technology were strategies adopted by the country for its economic 
growth. Next, the role of (formal) institutions in the context of technological innovation are pointed out.

FORMAL INSTITUTIONS AND THE INTER-RELATION OF ACTORS

In this section, the authors analyzed the actors, hereby considered as the institutions, the companies, the 
universities, the incubators, trying to understand how they interrelate. In Tracey’s (2004) conceptualiza-
tion, national and regional institutions and practices can be inherited and not only accumulated in the 
process of economic growth, recognizing that the past influences the future. Its approach is agent-centered, 
admitting the possibility of interaction between the agent’s cognitive abilities and their inheritances and 
specific donations from the region or place. In the author’s concept, the agent influences the decisions 
of the institutions from their interactions with the region, can thus influence the adoption of innovation.

De Noronha Vaz et al (2005) sees innovation as a central role in political discourse. It is up to the 
actors who construct the public policy to confront this reality, supporting the means necessary for an 
innovative process to occur.

In this context, the European Union has devoted much of its attention and financial support to the 
innovative effort. Within multiple international initiatives, 2009 is designated as the European Year of 
Creativity and Innovation. Highlighting these initiatives, the Center for Space Research and Organiza-
tions (CIEO) is associated with this celebration by launching the issue No. 0 of the Conference Papers 
entitled Spatial and Organizational Dynamics, entitled The Challenge of Innovation: Paths in a Tourist 
Region. (De Noronha Vaz, 2005, p.10, translated by the authors).

De Noronha Vaz (2005) realizes that, when empirical reality is observed throughout history, tech-
nological change has always been the great engine of economic growth and wealth of countries and 
companies. Maskell et al. (1998, 1999) recognize that no firm can build competitiveness alone. Most 
companies learn from close interaction with suppliers, customers, and knowledge processes that are 
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deeply influenced by local resources, institutions, and their structures (as localized capabilities). This 
process of competitiveness is amplified with globalization.

However, globalization and market opening tend to reinforce agglomeration and regional economic 
specialization (De Noronha Vaz, 2005). To the author, this occurs for three reasons: 1) By the geographical 
proximity that facilitates the dynamics of interconnection companies; (2) The formation of dense local 
labor markets around various places of work; and 3) The ease of the emergence of localized relational 
assets, promoting innovation effects. The reasons for location proximity go beyond transaction efficien-
cies and include various types of externalities, such as knowledge and reliance on relationships, rules, 
and customs that allow companies to coordinate under conditions of uncertainty.

For De Noronha Vaz et al. (2009) the territories in which they settle, especially when dealing with 
small and medium enterprises, influence regional or local characteristics related to innovation. Regional 
economic development is affected by its innovative behavior. This behavior could be discussed in an 
interface context between institutional interaction and historical local development. The main reason is 
the strong role that small and medium-sized companies play in their economic structures, employment 
and skills development in each region.

Thus, the dynamics of development are closely related to the choices that small and medium enterprises 
make from their roots, conditioning them to their environments. Based on the vision of De Noronha Vaz 
et al (2009), the regional development achieved through innovation will be made possible through the 
choices made by companies, since they have a strong influence on the regional or local economy and, 
at the same time, in the actions of the local actors.

Globalization has led companies to face a growing openness of rival producers. Not only small and 
medium-sized enterprises, but also industries are much more vulnerable to price competition and qual-
ity (De Noronha Vaz, 2005). For Bramanti (1999) there should be interaction of four building blocks in 
the innovation process, assuming the great relevance of the geographic space as a determinant variable 
for its development.

In this context, with the accession of Portugal to the European Community, the need for discussions 
on social cohesion has increased, requiring reflection on regional policies and on which instruments 
would be most suitable for their implementation. For De Noronha Vaz et al (2013) it is not an easy task 
to have an instrument capable of simultaneously meeting the needs of the regions and being able to face 
the competition that globalization imposes on each one of them. An alternative to address this reality 
would be the creation of continuous innovative processes, capable of producing the context of the insti-
tutions. This process would act as a strategic instrument for the economic development of the regions.

Strategies should work with the interface of institutions and actors in each region based on coop-
eration. For Szeto (2000) the cooperation between actors with different visions and distinct activities 
is an important articulation factor to stimulate innovation in its various forms: product, process and 
organizational innovation. From the cooperation, conditions are created to bring together companies 
and institutions, to designate and share knowledge and, consequently, to develop the learning processes 
inherent to the consolidation of the innovation capacity of companies.

This articulation between the institutions and the other actors at regional level launch a dynamic that 
could also influence the definition of policies (of innovation, for example). From the perspective of each 
actor it would be possible to formulate strategies for the use of existing resources. For Sotarauta (2004) 
the definition of any development policy for innovation must value dynamic capacities that allow the 
conscious use of resources that exists or are created in the regions.
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For Ratti (1991) an efficient way for the discussions between the actors to occur (the organizations in 
general) is the union of two important characteristics: 1) The internal coherence in the institutions, that 
is, the existence of a multiplicity of activities and a strong interrelationship between them; and (2) The 
combination of competition and trust-based cooperation and the widespread recognition that coopera-
tion is positive. Thus, it is important to have an institutional base that supports companies in their R & 
D processes, providing relevant and relevant information and skills. The second feature relates to the 
ability to establish external networks. The existence of links between institutions and companies between 
regional, national and international markets. Thus, for Ratti (1991) the articulation of the actors would 
function from these two characteristics pointed out.

The articulation among actors for innovation, for example, could be an instrument for building com-
petitive advantages of a region. It is emphasized that innovation focuses on the internal components 
and is related to competence and learning. These components are the actors and can be the institutions, 
the organizations and the companies. However, it is necessary that the actors are willing to interact, so, 
from this interaction, it is possible to find strategies for their development.

However, the interface between institutional interaction and regional development is sometimes 
overlooked within the global scenario. Finding solutions capable of creating instruments of economic 
development that at the same time consider the needs of the region is a challenge, necessary to be faced 
it in order to boost regional development. This reality is no different in the Algarve region. The region, 
through its government, seeks instruments capable of finding solutions to generate technological in-
novation in a reality that demands from each region the appropriation and discussion of technological 
innovation policies. This is mainly visible when the ability to produce at a global market comes into 
question. To broaden this discussion, the reality of the Algarve region in the context of technological 
innovation will be discussed below.

FINAL CONSIDERATIONS

The challenge of the Algarve region for the near future is to promote smart specialization within the 
regional context, bringing to the political arena the need to form partnerships thereby facilitating the 
diffusion of knowledge, also that one generated in the region. We should emphasize that the diffusion of 
scientific and technological knowledge is pointed out in this study as being deficient and not incorporated 
in the economic context of the Algarve region.

Based on data collection and interviews, there is a trend towards a path dependence of the Algarve 
region on the country and on technological innovation policies. The dependence on the construction of the 
trajectory is reinforced by the entry of Portugal into the European Union, imposing the region to follow 
those strategies adopted by the European Union. In addition, the relationship between dependence and 
financial resources is identified. Without the provision of resources to the Algarve region, this should 
not be able to make investments in scientific research. However, being linked to the European Union 
requires Algarve to follow the Lisbon strategies. These strategies need to be in line with the region so 
that the investments are well defined and clear to ensure they are done correctly. In this context the 
interviewees’ speech reinforces the vision of the importance of the participation of the actors in the 
construction process of regional and local development strategies for region.
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The participation of the actors does not eliminate the dependence on the Algarve region to make 
60% of its financial resources available to reinforce research, technological development and innovation; 
improving access to information technologies and enhancing the competitiveness of small and medium-
sized enterprises (RIS3, 2015). The participation of the actors, however, can bring certainty that the 
financial resources made available will be adequately used.

It should be emphasized that this research was limited to the study of the Algarve region, and a gen-
eralized conclusion for the other Portuguese regions should not take place.
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ABSTRACT

Technology-based firms are a key driver for the growth potential of a country due to their capacity 
to introduce radical innovations and value into the economy. In this chapter, the authors propose a 
definition for technology-based firms based on strategies that makes possible to identify the companies 
with advanced use of technology (including knowledge) in all the sectors of the economy. This refined 
definition helps to identify this kind of companies and to orientate special public policies to foster their 
development. For follower countries in terms of technology and innovation, as it is the case of Spain, 
technology-based firms may be a significantly different collective compare with advanced technological 
countries. Thus, the authors propose a method to detect technology-based firms in not only high technol-
ogy sector using a Technological Innovation Panel (PITEC) in Spain. This chapter confirms that there 
are technology-based firms in many activities outside the high technology sectors that can be of interest 
for public institution and investors.
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INTRODUCTION

Over the last twenty-five years, Technology-based firms (TBFs) have attracted economists’ attention be-
cause they seem to combine two key requirements for company survival and growth: innovation through 
the transfer of scientific knowledge from the academic world to the market environment, and strategic 
positioning in new market niches (Autio & Yli-Renko, 1998; Coad & Reid, 2012; Coeurderoy & Murray, 
2008; Colombo & Grilli, 2010; Granstrand, 1998; J. J. Wu & Atkinson, 2017; L.-Y. Wu & Wang, 2007).

The concept of competitiveness is increasingly related to knowledge (technology) transfer. At both 
macroeconomic and microeconomic levels, the transformation of knowledge into innovation seems to be 
the links that ensure economic and corporate growth. At a microeconomic level, competitiveness involves 
remaining in the market through processes, products, organisations or market practices that ensure a 
sustainable competitive edge over competitors. At a macroeconomic level, innovation can overcome the 
stationary periods and enhances international competitiveness.

It is widely accepted that a company cannot remain in a competitive market without being innovative. 
Thus, the capacity to transform knowledge into innovation is another resource for business to increase 
productivity and growth (Hall, Lotti, & Mairesse, 2009). Indeed, TBFs try to combine cutting-edge 
scientific knowledge and transform it into innovation. Similarly, TBFs are able to create and develop 
new market opportunities, based on new knowledge or technological platform. This kind of companies 
demand qualified jobs, connect high education centre with the market, and provide additional societal 
value (Autio, 2017). Hence, TBFs consolidation and study are essential from both, macro and micro-
economic perspective (Groen, Cook, & Van der Sijde, 2015; L.-Y. Wu & Wang, 2007)

Nevertheless, it is not easy to define, and scope, TBFs since the term comprises companies of differ-
ent nature, from a diversity of sectors, difficult to identify and quantify (Autio, 1997; Storey & Tether, 
1998). The lack of a clear definition of TBFs is symptomatic that they are a heterogeneous group. This 
is partly solved by categorizing economic sectors (instead of companies), in relation to technology. The 
U.S. Bureau of Labor Statistics (BLS) classifies an industry as technology-based if its share of science, 
technology, engineering, and mathematics (STEM) workers is twice the national average. The Organiza-
tion for Economic Co-operation and Development (OECD) categorizes the economic sectors in high, 
medium and low technology-based using the technological intensity concept (R&D expenditure over 
the sales volume of the enterprise). Then, researchers select TBFs in high technology sectors assuming 
high technological intensity of those companies (Groen et al., 2015; Li, Qian, & Qian, 2012; Onetti, 
Zucchella, Jones, & McDougall-Covin, 2012; Tsvetkova, Thill, & Strumsky, 2014).

Thus, even though technological intensity is defined at the enterprise level (the technological effort 
of the company), it is applied to the sector. In the case of follower countries in the fields of technology 
and innovation (such as developing countries, service-oriented countries or countries that develop other 
types of industries), this selection method implies accepting that TBFs are exceptions within the busi-
ness structure of such countries. For example, a company that is dedicated to adapt new knowledge of 
artificial intelligence in new or innovative products for autonomous driving, would be classified outside 
high technology sector (according to NACE classification), and hence not detected as TBF.

However, for follower countries, to find a business collective that can recreate the same economic 
benefits as TBFs in advanced countries outside high tech sectors, can be a key factor for the country’s 
economy and development. Many moderate innovators countries allocate huge amounts of resources each 
year to reduce the technological lag, aimed at encouraging the creation and development of companies 
in the high-tech industries. Yet, is it possible to find companies that use technology or advanced tech-
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nological knowledge in medium and low technology industries? And if so, do such enterprises share the 
same characteristics as TBFs in the high-tech industry? Thus, limiting the selection of BTFs to only high 
tech sectors compromises the analysis, and may reduce the efficiency of public policy and investment.

Therefore, this work aims to define TBFs based on business strategies by applying the concept of 
technological intensity to the company and not the sector (Autio, 1997; Baldwin & Gellatly, 1998; 
Colombo & Grilli, 2005; Granstrand, 1998; L.-Y. Wu & Wang, 2007). The authors provide a broad and 
accurate definition of TBFs, propose a method for the detection of TBFs, and analyse of the selected 
sample with respect to the main characteristics of the TBFs in other countries.

The first part of this chapter proposes a definition of TBFs that unifies the selection criteria, followed 
by an analysis of the key features of this group. The second part proposes a method for the detection of 
TBFs using the Technological Innovation Panel (PITEC) and based on the proposals of the first part. 
Finally, the chapter analyses this business collective in terms of innovation.

TBF TAXONOMY: THE RBV APPROACH

What Do We Mean by Technology-Based Firms?

From a semantic perspective, the word technology has Greek roots and results from the word téchnē 
(τέχνη, art, technique or craft), which can be translated as skill or know-how with regards to a craft; and 
the word logía (λογία, study or research), meaning the ability to handle something, in this case téchnē. 
Thus, technology can be defined as “the science of the art of doing” (Bienaymé, 1986), or as “the stock 
of knowledge used by human beings to transform matter and organise it for processing or conversion” 
(Perrin, 1988). A clearer definition of technology is proposed by the RAE (Real Academia Española or 
in English: The Royal Spanish Academy of Language): “Set of theories and techniques that enable the 
practical use of scientific knowledge”.

Technology-based firms, therefore, would be those that apply this stock of information to transform 
matter and coordinate their activities. This definition of TBFs is clearly weak since this is what all com-
panies do and, therefore, a more accurate definition is needed.

At this stage, the RAE definition may be used to lead the way, since the core methodology of tech-
nology-based firms is built precisely on using and applying scientific knowledge for practical purposes. 
In fact, what distinguishes a technology-based company is the application of new and sophisticated 
technical procedures which are in turn based on the application of basic science, understanding the lat-
ter as science that is closer to thought than to implementation and which occurs within organized and 
specialised groups (laboratories) with a high involvement of knowledge.

This definition is more solid, although it is still too vague in defining what is meant by basic science. 
However, there are many clearer and direct definitions for this term. One of the most accepted is provided 
by the US Office of Technology Assessment (1992) and defines TBFs as: goods and services produc-
ers, committed to the design, development and production of innovative products and/or manufacturing 
processes through the systematic application of technical and scientific knowledge. Along these lines, a 
TBF is defined as a company with an activity that requires the generation or intense use of technology 
to create new products, processes or services through research, development and innovation, to channel 
initiatives and transfer research results.
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The US Office definition introduces the term innovation to define TBFs. A basic feature of TBFs 
is that they stem from a business opportunity derived from an innovative activity and are therefore es-
sentially driven by innovation. On our part, it is not necessary to introduce this term as it may interfere 
with the identification and selection process. SMEs with innovative approaches serve as an example 
of this. Innovation is an intrinsic factor that does not need to be introduced into the definition of TBFs, 
although it will be considered one of their main characteristics.

Technology-based firms (TBFs) are here defined as all independent organisations within the market 
that use continuous research and the implementation of advanced scientific and technical knowledge as 
main tools to obtain sustainable competitive advantage on the goods and services they provide.

In other words, the priority way to achieve sustainable competitive advantage is the application of 
scientific knowledge. In essence, TBFs are business projects where the key feature is that “R&D is busi-
ness” (Merino Moreno, Verde Cordero, & Villar Mártil, 2008). Only when it is risk are potential profits. 
New technology development and commercialization is a challenge that TBFs deal with it daily (Lockett 
& Wright, 2005; Wang, Lo, & Yang, 2004). For this reason, many authors use the term NTBFs (new 
technology-based firms) rather than TBFs. restricting the definition of TBFs to newly created companies, 
up to 25 years old (Storey & Tether, 1998). In this chapter, however, companies will be considered TBFs 
whenever the use and development of scientific knowledge is considered core to the business in order 
to gain sustained competitive advantage.

As the reader can observe, the term independent has become part of the definition. In this manner, 
a distinction is drawn with other companies which are part of a group, subsidiaries or associates, albeit 
being legal entities, and where decision making is not completely independent (Autio, 1997; Storey & 
Tether, 1998).

Considering the above, this chapter offers a definition that differs from those currently accepted in 
English-speaking and other European countries. The definition of TBFs needs to be contextualized to the 
economy of the countries. The definition proposed by Storey and Tether (1998) or by the US Office of 
Technology Assessment (1992) does not enable the detection of TBFs in technological follower countries 
like Spain. This does not mean that there are no TBFs in Spain, rather that they are significantly different 
to those in other countries, due to the different industrial structure of our nation.

Why Has the Term Innovation Been Excluded From the Definition?

As mentioned in the previous section, some definitions put forth by researchers refer to TBFs as innova-
tive companies. However, in this chapter, the term innovation has been omitted and TBFs are defined as 
all independent organisations within the market that use continuous research and the implementation of 
advanced scientific and technical knowledge as main tools to provide a sustainable competitive advantage 
on the goods and services they provide. As indicated, the strength of this definition lies in the terms 
knowledge transfer and sustainable competitive advantage. TBFs maintain a sustainable competitive ad-
vantage by means of the intellectual capital invested in their products and services. This is a sophisticated 
kind of investment that is difficult to copy or reproduce by competitors. Of course, intellectual capital 
(which also turns into physical capital) originates chiefly from the innovation activities (technological 
or otherwise) that take place in the company or in research centres. That is, innovation is an ongoing 
process and not only incidental, and is an essential tool to achieve sustainable competitive advantage. 
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Innovation is inherent to the “sustained implementation of scientific and technical knowledge” and 
therefore is a consequence of the enterprise’s activities. Since all R&D can be considered innovation, it 
is not necessary to include the term in the definition of TBF.

In other words, any R&D process undertaken by a TBF is really an innovation process. Therefore 
TBFs will undergo innovation processes within themselves. And in any case, scientific knowledge 
obtained through activities that are not ascribable to R&D can still be considered innovation (OECD/
Eurostat, 2005, p. 318).

TBF KNOWLEDGE TRANSFER AND SUSTAINABLE 
COMPETITIVE ADVANTAGE

The TBF definition proposed in this chapter introduces two key concepts: knowledge transfer and sus-
tainable competitive advantage. Both concepts are essential for the development of society.

Knowledge Transfer

Any process oriented towards the socioeconomic use of humanistic, scientific or technical knowledge 
can be considered knowledge transfer (Aceituno, Hernández, & García, 2010). Knowledge transfer 
(including technology transfer1) usually refers to the (vertical) transmission of scientific and technical 
knowledge generated in universities and research centres into the social and productive tissue of society. 
Knowledge transfer is essential for the expansion of the knowledge-based economy, which maximises 
the social benefits derived from scientific or technical discoveries. From a competitiveness perspec-
tive, knowledge transfer is one of the most important mechanisms available to regions in order to gain 
competitive advantage over others in an increasingly globalised world. This is the reason why it is so 
important to promote communication channels between the academic and institutional worlds and the 
business and social environments.

At an enterprise level, the transfer of knowledge and technology is considered a tool to improve 
competitiveness. On the other hand, it allows knowledge centres to increase the value generated from 
their research by providing practical application, therefore justifying the search for further knowledge 
and, in many cases, facilitating financial investment in research projects. However, the largest recipient 
of knowledge transfer is society, as it usually renders increased social welfare.

TBFs play a crucial role in knowledge transfer, being as they are one of the best knowledge driv-
ers between the scientific world and the business environment. The reason to encourage this type of 
enterprise is that it enables the transition from an information economy towards a knowledge economy. 
In this sense, the intellectual capital associated to a TBF is often very important for its development. 
Therefore, all companies built around the transfer of knowledge from research centres will be considered 
TBFs AUTIO 1997. Thus, knowledge can be used to develop core technology, or applications for exist-
ing technologies, or be tailored to cover the company’s needs (Carlsson & Stankiewicz, 1991). In this 
sense, core technology can be subsequently transformed into specific applications. It is also possible to 
transform scientific knowledge directly into technologies with a specific use/application (Chamanski 
& Waagø, 2001).
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Sustainable Competitive Advantage

The concept of sustainable (or continuous) competitive advantage is related to the value a company 
can generate and sustain. The concept of value has been extensively studied in economy from the times 
of mercantilism up to the present day. From a company perspective, value creation starts by providing 
value to the consumer (Sirmon, Hitt, & Ireland, 2007). However, from the perspective of company 
competitiveness, it only begins once it generates positive marginal benefits in the long term (Hoopes & 
Madsen, 2008; Hoopes, Madsen, & Walker, 2003; Powell, 2002). Therefore, value creation is perceived 
as a survival mechanism for the company in the long term. Indeed, it is agreed that TBFs produce high 
added value goods and services, not just because of the time invested, but because of the knowledge 
used to transform raw material into the final product.

In particular, from a supply perspective, the resource-based view (RBV) is the prevailing approach 
in organisational strategy, inasmuch as it links the value creation of a business to the resources and 
capabilities available to it. In point of fact, Barney (1991) defined sustainable competitive advantage as 
occurring when “the implementation of a strategy that aims to create value cannot be performed simulta-
neously by any potential competitors and when other companies are incapable of replicating the benefits 
derived from that strategy”. Along these lines, TBFs create value through the systematic application of 
scientific (human or intellectual capital) and technical knowledge (physical capital) that has the qualities 
described by Barney (1991) to achieve sustainable competitive advantage. Such companies are competi-
tive, since they are able to procure or generate resources that are rare (usually in small market niches), 
inimitable (the basic resource is human capital which is very hard to imitate), valuable (the companies 
are created precisely because they have an application) and have no substitutes (usually perform complex 
and innovative processes for which no other development methods are known). Accordingly, TBFs use 
scientific knowledge as their main resource to gain comparative advantage, that is, to be competitive.

CHARACTERISTICS OF TBFs

Accepting that BTFs is a heterogeneous collective, researchers have tried to identify the factors that 
characterize and underpin the development of BTF. Some of these factors are the attributes of their 
founders (Almus & Nerlinger, 1999; Colombo & Grilli, 2005; Ganotakis, 2012; Ganotakis & Love, 
2011), to growth speed, their location (Fukugawa, 2006; Löfsten & Lindelöf, 2002; Phan, S. Siegel, & 
Wright, 2016; Siegel, Westhead, & Wright, 2003), their sources of financing (Revest & Sapio, 2012), 
or the technological intensity used on their products (Vivarelli, 2013).

A summary of the main characteristics of TBFs covered by empirical studies would be that TBFs:

• Prioritise maximum knowledge investment with the objective of making a project profitable. Use 
the application of scientific and technological knowledge as a resource and strategy to generate 
sustainable competitive advantage through innovating ideas (Clarysse, Bruneel, & Wright, 2011; 
Montiel Campos, del Palacio Aguirre, Solé Parellada, & Nuño de la Parra, 2009; Motohashi, 
2005).
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• Are usually coupled with advance technology (physical capital) and require intellectual and indus-
trial protection (high intellectual capital). This calls for a high initial investment and continuous 
investment to maintain the business, which implies difficulties in financing projects (Colombo, 
D’Adda, & Pirelli, 2016; Grilli & Murtinu, 2015).

• Are usually related to research centres in university environments (spin-offs) or to other compa-
nies that use their products (spin-outs) (Colombo, Delmastro, & Grilli, 2004; Ganotakis, 2012).

• Prefer to locate together, or near reference centres in order to increase cooperation (so as not 
to lose their creative essence) and maintain relationships with originating institutions (academ-
ic or otherwise), although there is no clear evidence that this produces better economic results 
(Audretsch, Lehmann, & Warning, 2005; Fukugawa, 2006; Löfsten & Lindelöf, 2002; Phan et al., 
2016; Siegel et al., 2003).

• Operate in small markets close to technological frontiers or in new markets sometimes created 
by the companies themselves (in the pursuit of maximum specialisation), at least during the first 
stages of the product lifecycle (J. J. Wu & Atkinson, 2017; L.-Y. Wu & Wang, 2007).

• Prefer to remain small, since they do not pursue growth in the short and mid-term scenarios 
(Autio, 1997; Piva & Vivarelli, 2017). Those that do decide to increase personnel do it at a greater 
pace than other enterprises, although this difference remains smaller in the EU (Storey (Jones‐
Evans & Westhead, 1996; Storey & Tether, 1998).

• Create high added value products because of the intellectual and sometimes physical capital in-
vested. In line, they offer highly qualified employment (human capital) in the mid and long terms, 
due to the high intellectual demand of the projects they undertake (L.-Y. Wu & Wang, 2007).

In sum, TBFs generate knowledge and technical transfer from R&D centres or a company’s innovation 
department and pursue sustainable competitive advantage through intensive use of scientific knowledge. 
What makes TBFs different is that their main activity is built on the systematic implementation of scien-
tific knowledge. The driving force of TBFs is therefore intellectual capital, which is in turn transferred 
to the physical technology developed by the company. Thus, TBFs are involved in the improvement of 
the economic competitiveness of the society they belong to.

TBF SAMPLE SELECTION

According to the resource-based business approach, internal factors are those over which the company 
has a choice. Internal factors, which relate to resources, capabilities and skills, enable companies to dif-
ferentiate themselves from the rest through sustainable competitive advantage. Innovation is a key ele-
ment in achieving competitive advantage (Johannessen, Olsen, & Lumpkin, 2001; Nonaka, Takeuchi, & 
Umemoto, 1996) and explains why internal factors are closely related to growth capacity. In consequence, 
it is necessary to select decision variables at an enterprise level that allow us to distinguish TBFs from 
other companies in the PITEC2 sampling. Within the decision variables available in the PITEC there are: 
variables related to human capital, physical capital, intellectual capital, relationships with other economic 
entities and usage of innovation resources. Table 1 displays the input and output decision variables that 
can be analysed using the PITEC.
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Looking back at the proposed definition for TBFs as being: all independent organisations in the 
market (created by knowledge transfer) that use the pursuit and continued application of scientific and 
technical knowledge as main tools to achieve sustainable competitive advantage. It is proposed the fol-
lowing decision variables:

• Are independent, so that decisions within the company are taken autonomously and do not depend 
on any group (although it is possible to include parent companies if they comply with all other 
requirements).

• Make an intensive use of scientific knowledge. To this effect, expenditure intensity in R&D (tech-
nological effort) is defined as the expenditure ratio in R&D per employee and must be above the 
average within the main sector and also above the global average for the entire sample. The OECD 
defines technological intensity as the expenditure ratio in R&D over the sales volume. This ratio is 
analysed for each economic sector and is used to define high or medium-high technology sectors. 
It is considered that an enterprise makes intensive use of scientific knowledge if the value of both 
variables is above the sample and the sector averages.

• Companies that conduct R&D activities occasionally will not be considered, since they 
would not be using R&D as the main resource to achieve sustainable competitive advantage 
(TIPOID=1=Continuous).

Table 2 summarises the algorithm used.
It is also ruled out, for our subsequent study, companies with incidents, such as an increase or decrease 

of business turnover through acquisition or takeover by another company, temporary closure, marketing 
companies with high employee turnover, or companies that refuse to answer the survey for any given year3.

The panel is available from 2005 to 2013 (2005 being the last year a company was included in the 
sample). Once it is selected the companies for the period 2005-2013, the overall averages by sector 
and by company for the expenditure ratio in R&D per employee displayed correspond to that period. 
Since innovation expenditure is not linear, it depends on the innovation stage (or stages) ongoing in the 

Table 1. Input and output decision variables that can be analysed using the PITEC

Input Variables Impact Variables 
(Output Variables)

Decision variables:
Legal personality 
Physical / technological capital 
Human capital 
Investment in innovation 
Types of innovation 
Industrial / intellectual property use 
Relations with research centres 
Corporate relations/client relations/supplier relations 
Environment variables:
Tax burden/ tax incentives / subsidies 
Sources / access to financing 
Regulatory framework 
National and international situation

Total factor productivity (limited)
Stable employment 
Qualified employment 
Export capacity 
Profitability 
Added value 
Sales 
Effects on other industries 
(multipliers, spillovers)

Source: Prepared by the authors based on data from the PITEC 2013.
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company. Technological intensity (R&D expenditure/employees) in not linear either and may induce 
researchers to include companies that are not TBFs for certain years (or to exclude genuine TBFs). For 
this reason, technological intensity is measured using employees rather than sales in the denominator. 
The economic crisis period that started in 2008 and ended in 2013 produced greater sales volatility 
(with a decreasing trend). Under these circumstances, using sales to measure technological intensity can 
result in an increased effort caused merely by the drop in sales, not by a company objective. Work is a 
less volatile variable (there are redundancy costs involved), so it produces more robust measurements in 
times of macroeconomic upheaval. Another possibility is to create the mean (or medium) of technologi-
cal intensity (R&D/Sales) by firm for the overall period of analysis.

As to how decisions have been selected and regarding the intensive use of scientific knowledge, special 
care needs to be taken in defining the sectors. An excessive fragmentation of sectors (too many produc-
tion sectors) can mean that companies that make intensive use of scientific knowledge as an advantage 
generator are not considered TBFs since they are not above the sector average. For example, a group of 
companies that works in the development of aerospace industry for tourist trips. If we apply the aver-
age described above, almost half of the enterprises in this subsector would be left out of the TBF group 
where in fact they presumably all belong. To avoid this problem, two-digit sectors of the CNAE 2009 
Classification of Economic Activities codes have been considered. This corresponds to the sectioning 
proposed by the PITEC, thus avoiding the problem of excessive fragmentation.

Although some authors, limit TBFs to small and recently created enterprises (less than 25 years old), 
usually called New Technology-Based Firms (NTBFs), this prerequisite is not enforced in this case, 
since size is one of the control variables used to determine whether the sample is correct. Some authors 
point out that the productivity of the EBT does not depend on its size, since much of the added value 
they generate is included in the knowledge (Autio & Yli-Renko, 1998; Ortín-Ángel & Vendrell-Herrero, 
2014; L.-Y. Wu & Wang, 2007).

In the same manner, there are no restrictions regarding the business sector. As Baldwin and Gellatly 
(1998) pointed out, the diversity of the TBF collective implies that these companies can be found in 
any sector and under any type of legal and commercial entity. Finally, the PITEC holds no information 
regarding the establishment of the companies, their founders or owners, so it has not been possible to 
select variables on knowledge transfer (which is another relevant feature of this business collective).

After applying all the criteria described above, 572 companies have been selected for 2013 (5148 
observations), corresponding to 8.59% of the companies in the sample.

Table 2. Selection of BTFs criteria and PITEC variables

Decision Variables used in PITEC Definition

Independent decision-making process RELA =[2,4]
The company does not belong to a group or a 
joint venture, is not a subsidiary or an associate; 
therefore, decision-making is autonomous.

Continuous implementation of 
scientific knowledge TIPOID=1 Sustained effort in R&D. Excluding enterprises 

that occasionally perform R&D activity or buy it.

Intensive use of scientific knowledge 
(in search of competitive advantage)

Ln((GTINN*GINTID)/Size)> 
Mesector[Ln((GTINN*GINTID)/Size)]

R&D expenditure per employee (or sales) in 
algorithm above sector average.

Ln((GTINN*GINTID)/Size)> 
Me[Ln((GTINN*GINTID)/Size)]

R&D expenditure per employee in algorithm above 
sample average.

 EBSCOhost - printed on 2/8/2023 1:24 PM via . All use subject to https://www.ebsco.com/terms-of-use



96

New Approach to Detect and Select Technology-Based Firms
 

BRIEF ANALISIS OF THE TBFs SELECTED

In order to confirm that the sample selection is correct, control variables that represent the main features 
analysed in other studies are compared with the selected sample of TBFs. More specifically, TBFs:

• Prefer, in many cases, to remain small → They do not seek growth in the short and mid-terms 
(Autio, 1997; Jones‐Evans & Westhead, 1996; Piva & Vivarelli, 2017; J. J. Wu & Atkinson, 
2017). Demand originates mostly from new markets. They also prefer to remain small to optimise 
and focus their resources on R&D, and all structures of the business are involved in this process.

The TBF sample selected comprises 206 companies of less than 10 employees and 39 companies 
with over 250 employees. In other words, 81.47% of TBFs are SMEs. The results are compatible with 
those obtained by Autio in 1997.

• Are usually related to research centres in university environments (spin-offs) or to the consum-
ers of their products, which are normally other enterprises (spin-outs) (Ortín-Ángel & Vendrell-
Herrero, 2014). Thus, business cooperation is one of the tools used to fund projects and reduce 
project risks (Kollmer & Dowling, 2004; Lockett & Wright, 2005; March-Chorda & Yagüe-
Perales, 1999; Onetti et al., 2012).

In the TBF sample, 56.12% of TBFs undertook some kind of business cooperation in the period 
2011-2013. This percentage is well over the percentage of enterprises showing any kind of cooperation 
in the PITEC sample for the same period (35.9%), even if considering innovative companies (42.74% 
of which cooperate). For a more detailed analysis of business partners, see Table 4.

As can be observed, most companies cooperate with universities (37.59% of TBFs) during the pe-
riod 2011-2013, followed by public or private research centres (36.89%). This is consistent with the 
cooperation feature already described for TBFs, which indicated that they are related to universities and 
research centres, and usually develop business relationships with other enterprises in their same sector, 
apparently refuting the chosen sample.

• Prefer to locate together or near reference centres to promote knowledge economies and spill-
overs (Audretsch et al., 2005; Yang, Motohashi, & Chen, 2009). The PITEC provides the variable 

Table 3. Selected TBFs size

SIZE

Micro enterprise 
(< 10 employees)

Small enterprise 
[11;50]

Medium enterprise 
[51;250]

Large enterprise (>250 
employees)

TBFs in 2013 and % of 
sample 206 (36.01) 177 (30.94) 150 (26.22) 39 (6.82)

% of companies in the 
PITEC by size 28.75 23.68 29.05 18.53

Source: Based on data from the PITEC 2013.
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PARQUE=1, which indicates whether the company is located in technological parks in Spain. 
Although this indicator is not conclusive, it does provide information on the percentage of enter-
prises located in this type of park.

Within the TBF sample, 65 enterprises are located in technological parks, which accounts for 16.74% 
of all TBFs in 2013. In turn, TBFs represent 30.17% of all companies located in technological parks 
in Spain. Thus, it seems that a high number of TBFs are located near centres with knowledge transfer 
capabilities and represent an important collective within technological parks.

Three control variables have therefore been established: size, cooperation and location. These 
variables are in line with the TBF features studied by other authors, so it seems the sample selected is 
representative of Spanish TBFs.

Finally, an analysis of the main economic activity or industry indicates that 16.08% of TBFs belong to 
the R&D services sector, followed by the programming and consulting industries. The two first activities 
belong to what is known as high-tech knowledge intensive services (high-technology services industry). 
The third main activity corresponds to computer electronics and optic products. In total, about 23% of 
the companies belong to what is considered by the OECD as high technology services, and another 
12.06% to high technology manufacturing. Thus, 64.94% of the TBFs selected belong to medium-high, 
medium-low and low technology industries.

In this regard, Spanish TBFs belong to industries with medium technological needs, such as profes-
sional activities, machinery, chemistry, food and beverages or vehicles.

• Are high-capital employment generators (J. J. Wu & Atkinson, 2017). On the whole, these enter-
prises demand highly educated workers throughout the entire manufacturing process and not only 
for R&D.

For the year 2013, 51.30% of the total number of TBF employees have university studies. This value is 
much higher than in the overall sample (29.36%), and also greater than in high-tech companies (40.13%).

Table 4. Type of TBFs cooperation in 2013

TBF

Type of Cooperation Number of Companies Percentage of TBF Sample

Other enterprises in their same group 40 7.34

Equipment suppliers 139 24.30

Clients from the private sector 165 28.85

Clients from the public sector 79 13.81

Competitors 128 22.38

Commercial laboratories and consultants 124 21.68

Universities 213 37.59

Research centres 211 36.89

Source: Prepared by the authors based on data from the PITEC 2013.
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• BTFs are highly innovative, looking for cutting edge new knowledge and innovation. Use the ap-
plication of scientific and technological knowledge as a resource and strategy to generate sustain-
able competitive advantage through innovating ideas (Clarysse et al., 2011; Montiel Campos et 
al., 2009; Motohashi, 2005).

Starting with the objectives that bring about innovation, Table 6 displays the percentages for com-
panies that consider each of the listed objectives either important or very important. According to this 
information, 86.01% of TBFs consider the product to be very important, followed by the process (52.27%) 
and organisational methods (47.90%). In any case, the percentage of TBFs with a clear set of objectives 
(rated as very important) is greater than in other business collectives such as high-tech companies or 
innovative SMEs.

Table 5. Distribution of the TBF sample in the PITEC by activity sector

Line of business activity CNAE-2009 Number of 
Companies

Percentage Within 
TBF Sample

Percentage 
Within Line of 

Business

R&D services 72 92 16.08 57.14 HT

Programming, consulting and other IT 
activities 62 74 12.94 18.45 HT

Computer, electronics, and optic 
products 26 53 9.27 29.12 HT

Other technical professional activities 69,70,71,73,74,75 40 6.99 7.94 KIS

Other machinery and equipment 28 39 6.82 8.52

Metal manufacturing 25 32 5.59 8.82

Chemicals 20 32 5.59 8.16

Food, beverages and tobacco 10,11,12 30 5.24 6.12

Remaining industries 180 31.46

Source: Prepared by the authors based on data from the PITEC 2008; HT: high and medium-high technology sectors (high-technology 
industry); KIS: knowledge intensive services industry.

Table 6. Important and very important innovation objectives reported in 2013

Innovation Objectives (Important or Very 
Important) Percentage of TBFs Percentage of Innovative 

SMEs
Percentage of HT 

Companies

Products 86.01 69.12 75.76

Processes 52.27 42.84 44.11

Standards 45.28 31.20 38.05

Employment 38.05 27.98 38.05

Organisation 47.90 40.00 41.41

Marketing 34.44 25.20 29.97

Exploratory Inno. 78.15 58.54 68.69

Cumulative Inno. 79.20 64.71 69.02

Source: Prepared by the authors based on data from the PITEC 2013. TBFs: Technology-Based Firms. SMEs: Small and Medium 
Enterprises. HT: high and medium-high technology sectors (high-technology industry).
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Product objective: greater range of products and services; replacement of outdated products or ser-
vices; new market penetration; greater market share; or higher quality of products or services. Process 
objective: higher flexibility in production or service delivery; production capacity or service delivery 
capacity; lower production costs per production unit; lower materials per production unit; less energy per 
production unit. Standards objective: lower environmental impact; improvement in quality and safety; or 
compliance with environmental, quality, health and safety standards. Employment objective: increase in 
overall employment; increase in qualified employment; or maintenance of employment. Exploratory in-
novation: whenever the very important objectives are: greater range of products or services; new market 
penetration; greater market share. Cumulative innovation: whenever the very important objectives are: 
replacement of outdated products or services; higher quality of products or services; and process objectives.

Exploratory innovations, such as new market penetration, wider range of products and services or 
greater market share, are considered very important by 78.15% of TBFs, compared with 68.69% of 
high-tech companies or 58.54% of innovative SMEs. TBFs pursue competitive advantage through inno-
vation and radical innovation, so these results are in line with the TBF definition. Likewise, cumulative 
innovations that aim to exploit existing technology also represent a high percentage of the objectives 
pursued by this collective.

Related with Innovation outputs, this can be analysed through the sales percentage derived from 
products or services that are new or significantly improved. This is a common variable in the innovation 
analysis field (Hall et al, 2014).

Table 7 presents the average sales ratio in 2013 for new products (for the company and for the market) 
launched in the period 2011-2013. Standard deviation values are indicated in parenthesis. For the TBF 
sample, an average of 16.73% of sales in 2013 derive from new products for the market, a percentage 
similar to that derived from new products for the company. Both percentages are lower for innovative 
SMEs and high-tech companies.

The differences increase for new products, both for the market and for the company. Specifically, 80% 
of companies performing product innovation are capable of launching a new or significantly improved 
product in the market at a significantly higher rate than innovative product SMEs, with a 60% rate of 
companies that are capable of innovating for the market. Therefore, TBFs are capable of introducing 
greater radical changes to the market, although this result must be interpreted with caution, since TBFs 
usually operate in small markets where the impact of innovation can be higher.

CONCLUSION

Technology-based firms (TBFs) have traditionally been identified through the concept of technological 
intensity (or technological effort), defined as R&D expenditure over the sales volume of a company. 

Table 7. Average sales ratio percentages for new products for the company and for the market

TBF Innovative SMEs HT

New for the market 16.73 (26.04) 9.11 (21.86) 11.11 (21.84)

New for the company 15.84 (26.40) 12.50 (26.46) 15.05 (26.67)

Source: Prepared by the authors based on data from the PITEC 2013. TBFs: Technology-Based Firms. SMEs: Small and Medium 
Enterprises. HT: high and medium-high technology sectors (high-technology industry).
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However, although technological effort is defined at the enterprise level, in practice, an industry or sector 
is selected, from which a representative sample is extracted (Alarcón Osuna & Díaz Pérez, 2016). This 
selection process is justified because technological intensity is really applied to industries (OECD defini-
tion), in the assumption that TBFs are usually found in sectors with higher technological intensity levels.

In the case of follower countries in the fields of technology and innovation (such as developing 
countries, service-oriented countries or countries that develop other types of industries), this defini-
tion implies accepting that TBFs are exceptions within the business structure of such countries. Spain 
allocates resources each year to reduce the technological lag, aimed at encouraging the creation and 
development of companies in the high-tech industries. However, only a few regions (and countries) had 
reduced the gap with leadership regions by proliferating TBFs. Yet, is it possible to find companies that 
use technology or advanced technological knowledge in medium and low technology industries? And if 
so, do such enterprises share the same characteristics as TBFs in the high-tech industry?

One of the main reason for restricting the selection of TBFs to high-tech sectors is the lack of a clear 
definition for this type of company. Due to the heterogeneous nature of the collective, it is difficult to 
define criteria that can be used in a scientific approach. The ambiguity of the term has meant that cur-
rent definitions for TBFs are not specific enough to devise an appropriate selection method. Based on 
the resource-based view (RBV) perspective, a formal definition for TBF has been proposed that enables 
the establishment of delimitation criteria. In particular, the definition highlights the continuous pursuit 
of scientific knowledge, implying that knowledge transfer is the driving force behind the competitive 
advantage displayed by this type of company in comparison with the rest. This enables a broader view 
than previous definitions that restricted TBFs to the high-tech industries (Baldwin & Gellatly, 1998). A 
definition based on strategy rather than sector allows TBFs identification in industries that have been 
traditionally dismissed from the search. Thus, the increase of scientific knowledge (which triggers an 
innovative environment in companies) is the business of TBFs, used as a priority resource to obtain 
sustained competitive advantage.

Bearing this in mind, this work proposes to restrict TBF selection in the Technological Innovation 
Panel (PITEC) accordingly, establishing the following criteria: company autonomy, intensive use of 
scientific knowledge and continuous pursuit of advanced technology and knowledge.

There is a clear difference between Spanish TBFs and those from other developed nations. In particular, 
Spanish TBFs are predominantly found in the services sector, such as programming, consulting, other 
IT activities, or in information and telecommunication services (as well as R&D and technical services). 
This characteristic has considerable implications for public policy recommendations aimed at promot-
ing this collective. In this context, over half of the enterprises considered belong to industries outside 
the high-tech sectors (manufacturing and services), displaying a range of different types of activities.

Furthermore, the TBFs selected based on the proposed definition retain unique features, such as 
greater market penetration for innovative products (innovation outputs), higher proportion of qualified 
personnel, or greater degree of collaboration. This is relevant for countries with low mass of companies 
in high technology sectors, because it is possible to find a group of companies that generate significant 
innovation through the transfer of scientific knowledge from the academic world to the market environ-
ment, and strategic positioning in new market niches. . Identifying a group of companies with the same 
beneficial qualities as TBFs would offer follower countries in technology, a way to strengthen their 
economy, generate externalities and enhance the efficiency of science, technology and innovation policy.
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The selection model, however, is not without problems. On one hand, establishing a cut-off point 
for technological intensity (which in our work is the industry and the sample average) may prove to be 
too arbitrary. On the other hand, the potential endogeneity of the technological effort: do companies 
make a greater technological effort just because they have sufficient investment capacity? is it a strategic 
decision? or is it because of poor previous results? Finally, results may be somewhat limited by the fact 
that the PITEC database does support the study of other relevant variables studied for TBFs, such as the 
founders’ entrepreneurial profile, the capital structure, the source of the initial knowledge transfer or the 
final productivity of this collective. The unavoidable methodological limitations of this paper point to 
avenues in the future. First, detect TBFs companies in other countries applying this new definition based 
on their strategies (the pursuit and continued application of scientific and technical knowledge as main 
tools to achieve sustainable competitive advantage) and analyse their characteristics and performance. 
Second, refine the sample selection method using more sophisticated statistical methods that avoids the 
arbitrary selection of a cut-off threshold for technological intensity. And finally, propose policy recom-
mendations that may enhance the performance of TBF in any kind of sector.
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KEY TERMS AND DEFINITIONS

Experimental or Technological Development: Systematic studies, based on existing knowledge, 
derived from research and/or practical experience, directed towards the production of new materials, 
products or devices; towards the establishment of new processes, systems or services, or towards the 
improvement of existing ones. This may also include the conceptual formulation and design of other 
products, processes or services and initial demonstration projects or pilot projects, provided that such 
projects cannot be converted or used for industrial applications or commercial exploitation. Routine or 
periodic changes made to products, production lines, manufacturing processes, existing services and 
other operations are not included, although they may result in improvements.

Experimental or Technological Research and Development: Research and experimental de-
velopment comprise creative work undertaken on a systematic basis in order to increase the stock of 
knowledge, including knowledge of man, culture and society, and the use of this stock of knowledge to 
devise new applications. The term R&D is applied to three activities: basic research, applied research, 
and experimental development.

Intangible Disembodied Technology: Technology in relation to industrial property rights, including 
rights of use of patents, licenses, designs, or know-how.

Knowledge Transfer: Process that enables the socioeconomic use of humanistic, scientific and 
technical knowledge by means of interaction with third parties in contracted research activities or col-
laborations, consulting and technical services, in the protection of the research results, licenses, rights 
of use, and in the creation of spin-offs, including technology transfer.

Scientific or Technology Park: Areas where companies, universities, research institutions, and 
associated services are located to promote and develop the knowledge-based economy. They have a 
management unit appointed to promote innovation generation activities, which may belong to the park 
developer.

Spin-Off/Out: In the context of research centers, a spin-off/out is a new company that bases its 
business on the knowledge that is generated at the university or public research organisation. In many 
cases, although not necessarily, personnel from the university are involved in the new company. They 
can also be referred to as TBF modes.

Start-Up: A start-up is a new company created by entrepreneurs that may come from a university 
background but is not based on the knowledge generated at the university or public research organisation 
(thus excluding spin-offs). They can also be referred to as TBF modes.

Technological Innovation Support Centers: Non-profit making entities, legally established and 
resident in Spain, that have their own legal personality and are created with the main objective, explicitly 
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mentioned in their statutes, of facilitating the application of knowledge generated in research agencies, 
technology centers included, by acting as an interface between the research agencies and enterprises, 
offering innovation support services.

Technology Centers: Non-profit making entities, legally established and resident in Spain, that have 
their own legal personality and are created with the main objective, explicitly mentioned in their statutes, 
of contributing to the overall benefit of society and to the improvement of enterprise competitiveness 
through the acquisition of technological knowledge, the development of innovation activities and their 
application.

Technology-Based Firm: Any independent organisation, established through knowledge transfer that 
operates within the market and uses continuous research and the implementation of advanced scientific 
and technical knowledge as the main tools to obtain sustainable competitive advantage on the goods 
and services they provide.

ENDNOTES

1  Research centers produce knowledge that is converted into technology by business enterprises.
2  For more information on the Technological Innovation Panel (PITEC) please refer to the Appendix.
3  Please refer to the PITEC file record design for more information on each variable.
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APPENDIX: THE PITEC QUESTIONNAIRE

The Technological Information Panel (PITEC) was launched in 2004 in collaboration with the National 
Statistics Institute (INE), the Spanish Science and Technology Foundation (FECYT) and the Cotec Foun-
dation, supported by members of the Spanish University community, with the objective of broadening 
and studying the field of innovation activities (mainly technological) in Spanish enterprises.
Information is based on a questionnaire that has been slightly updated over the years. It contains relevant 
data at an enterprise level (the company’s economic context) as well as on the innovation activities of 
the companies, with similar questions as Community Innovation Survey (CIS)
The PITEC is formed by a sample group of representative enterprises selected from the National Statistics 
Institute (INE) database and has collected data since 2003. The statistics panel consists of observations 
repeated regularly over time by the same economic entities. For 2013, the live sample is of 7146 active 
companies. The panel began with two samples: one for enterprises over 200 employees (Sample of Large 
Enterprises or MEG), with a representativeness of 73% according to the DIRCE (Central Company 
Directory) over the total number of companies belonging to this category, and another sample of enter-
prises with R&D expenditure (MID sample). In 2004, enterprises under 200 employees with external 
R&D expenditure and no internal R&D were included (MIDE sample), as well as companies with no 
innovation expenditure (MEP sample). All in all, the sample contains four subsamples: MEG: large en-
terprises sample; MID: enterprises with internal R&D (extended in 2004 and 2005); MIDE: enterprises 
under 200 employees with external R&D expenditure but no internal R&D, and MEP: enterprises with 
no innovation expenditure.
With regards to the distribution of economic activities, most of the enterprises belong to manufacturing 
(43.41%), services (33.64%), commerce (8.74%), food, beverages and tobacco (6.44%) and construc-
tion (3.55%). Within manufacturing, the main industries are materials and equipment (8.90%) and the 
chemical industry (5.46%), whereas other services activities (7.44%), health activities (2.44%) and the 
financial sector (1.98%) are the principal sectors within the services sector. Please for further informa-
tion see: https://icono.fecyt.es/pitec.
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ABSTRACT

The aim of this chapter is to develop a new scale that adequately measures patients’ satisfaction with the 
healthcare from the user’s perspective. Using information reported by patients about their experience 
and about the importance of certain aspects of primary care, a new measurement instrument is built: the 
w-HEALTHQUAL. It allows to adequately measuring patients’ satisfaction with primary healthcare and 
is used to identify different areas of satisfaction in the health map of the Spanish region of Extremadura 
by means of a two-stage cluster analysis. Three groups of patients that differ between them in patients’ 
level of satisfaction are identified, allowing for the categorization of each the centers in the region based 
on the satisfaction level of the patients they treat. The analysis suggests that a different distribution of 
healthcare may be needed so that a more effective healthcare can be delivered.

INTRODUCTION

Primary health care is the first contact point with the health care system for patients. Therefore, it is 
essential to offer a high quality service, a quality that needs to be recognised as high quality by both, 
clinicians and patients. Service quality has been recognised as one of the values of central importance in 
organisations, in both manufacturing and service sectors (Berry et al., 1985; Bitner et al., 1990; LeBlanc 
and Nguyen, 1988).

Particularly for the health care field, quality can be understood as an objective measure related to how 
the health system provides its services. Indicators for this dimension of quality include referrals from 
primary to secondary care, number of consultations per doctor and per day, number of complementary 
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tests, mortality rates, etc. Despite this, it is impossible to fully describe quality if the user’s point of view 
is not taken into account (Donabedian, 1984). Considering patients’ perceptions is important as patients 
provide reliable data and valid diagnosis about their health and about how they feel after seeing their 
doctor (Dawson et al., 1998). Furthermore, as indicated by Cronin and Taylor (1992), “service quality is 
an antecedent of consumer satisfaction”. Considering this, efforts need to be focused on offering a high 
quality service as perceived by the patient, which will ultimately be translated into a greater patient’s 
satisfaction. Martilla and James (1977) establish that the importance that users of a particular service give 
to the elements of that service will influence how satisfied they are with it. However, when measuring 
importance together with perception there are discrepancies in the literature, with authors rejecting the 
idea of including this indicator (Adil et al., 2013) and others supporting it as importance may increase 
the diagnosis power of the scale being used (Jain and Gupta, 2004)

With these ideas in mind, the aim of the present study is to develop a scale that allows for adequately 
measuring patients’ satisfaction with primary care as perceived by the user, i.e. to obtain a measure-
ment instrument that considers all the relevant aspects of primary health care and that precisely reflects 
patients’ priorities.

In doing so, the authors, firstly, present a weighted scale specially designed to measure patients’ 
satisfaction with primary health care that comprises not only patients’ preferences, but also a weight-
ing factor to incorporate the importance of the elements being assessed. Secondly, it is analysed how 
patients’ satisfaction varies within settings.

To the best of the researchers’ knowledge there is not a scale in the literature specifically created for 
the study of satisfaction in primary health care that includes patient’ preferences with the health care 
together with the importance patients attribute to those preferences. Furthermore, there is not any piece 
of research aiming to identify differences in satisfaction within settings, in spite of the fact that users’ 
preferences with certain services have previously been measured across countries and systems (Schäfer 
et al., 2015).

In order to achieve the previously mentioned objective, the rest of the research is structured as fol-
lows. First, it is analysed the different measures of service quality proposed in the literature and that have 
been the basis for the construction of the measurement instrument, the weighted HEALTHQUAL scale 
(w-HEALTHQUAL). Next, it is described the methods applied to build the scale, using information 
provided by primary health care users in the Spanish region of Extremadura. This new scale allows for 
adequately measuring patients’ satisfaction with primary health care. Following the methods section, 
it is presented the results of the analysis, firstly, looking at the characteristics of the w-HEALTQUAL; 
secondly, performing a cluster analysis that allows for the identification of groups of patients that differ 
among them based on their levels of satisfaction with the health care, and thirdly, representing the levels 
of satisfaction across the health map of the region of Extremadura. Finally, it is presented a discussion 
of the main findings and conclusions of the research.

BACKGROUND

The w-HEALTHQUAL is developed to measure patients’ satisfaction with primary health care and it is 
originated on the basis of a previous scale, the HEALTHQUAL (Murillo-Zamorano et al., 2012; Miranda 
et al., 2010), an adaptation of other measurement scales: the SERVQUAL (Parasuraman et al., 1985, 
1988) and SERVPERF (Cronin and Taylor, 1992).
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The SERVQUAL has traditionally been the most accepted instrument when measuring the perceived 
quality of a service. It is based on the idea that the perception of a service’s quality should be assessed 
by analysing the gap between consumers’ expectations of that service and their experience of the per-
formance of that particular service. The SERVQUAL consists of a tool originally created to evaluate 
consumers’ perceptions of quality in retail organisations. It has been used in a wide variety of sectors 
and countries (Badri et al., 2005; Kilbourne et al., 2004). However, despite the popularity of the scale, 
many authors have criticised the instrument designed by Parasuraman and colleagues, defending the idea 
that just performance-based measures, rather than a combination of the experience of service users and 
their expectations of the service being evaluated, can capture consumers’ perception of the quality of a 
service (Mazis et al., 1975; Churchill and Surprenant, 1982; Woodruff et al., 1983; Brown et al., 1993; 
Peter et al., 1993, among others).

Following this approach, Cronin and Taylor (1992) modified the initial instrument and tested a per-
formance-based measure in order to find an alternative approach to the original scale. In their analysis, 
they conclude that the “performance items adequately define the domain of service quality”, producing 
the SERVPERF. This new scale (which only considers users’ experiences with the service being evalu-
ated) “explains more of the variation in service quality than does the SERVQUAL scale”, i.e. it is an 
enhanced instrument for measuring service quality (Adil et al., 2013).

One of the recommendations when using the SERVQUAL and SERVPERF has been to adapt the 
measurement instruments to the research field where they are going to be used (Ladhari, 2009), so that, 
any biases that this aspect could introduce can be eliminated. Following this recommendation, Murillo-
Zamorano et al., (2012) and Miranda et al. (2010) designed the HEALTHQUAL scale, an adaptation 
of the SERVPERF specifically created for the analysis of patients’ perception of the quality of primary 
health care. In that adaptation some questions were eliminated given that they were closely related to 
the profit orientated nature of the service where they were first used. Furthermore, the decision of what 
variables should be included in the scale was based on a detailed review of the literature about the di-
mensions of the quality of health services.

However, and despite the strengths of the HEALTHQUAL, it does not take into account any informa-
tion about the importance that the different attributes being considered have for patients and that allows 
us to obtain a measure of satisfaction. The w-HEALTHQUAL scale, developed in this research, does 
incorporate this aspect, filling with that, the gap of the literature.

METHODS

Sample

A survey designed to explore patients’ views with primary health care in the region of Extremadura1 is 
used in the analysis. This region is characterised for being very large in extension and sparsely populated: 
specifically, the extension of the region is 41,634.43 km2, and in 2008 it had a population of 1,097,744 
inhabitants, having a population density of 26.36 pop. per km2. Because of these particular characteris-
tics, the primary health care system in the region is organised in two levels of aggregation: Health Areas 
and Health Zones. There are a total of eight Health Areas in the region: Badajoz (I), Mérida (II), Don 
Benito-Villanueva de la Serena (III), Llerena-Zafra (IV), Cáceres (V), Coria (VI), Navalmoral de la Mata 
(VII) and Plasencia (VIII). Each of them consists of different Health Zones (organised around a primary 
care centre as the main provider) in order to offer a more effective and operating primary health care2.
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The survey was delivered (between September and October 2008) to patients that had attended primary 
health care centres in Extremadura in May 2008. It was created in order to fulfil a series of requirements 
and organised in a series of set of questions.

Among the requirements, the survey was specifically designed to cover all the relevant dimensions 
of primary health care; to be reliable; to be a useful tool for management activities that allows for the 
identification of those aspects of the service with which patients are more satisfied and, to be short, 
easily understood and easy to use by patients.

The organisation of the survey includes five blocks of questions: (1) background information about 
the patients, such as the health centre they go to, gender or age; (2) questions evaluating patients percep-
tions of the performance of the service in relation to health care facilities, health staff, non-health staff 
and efficiency elements; (3) questions asking patients about their level of overall satisfaction with the 
health service; (4) objectives measures such as time waited to be seen or number of years registered in 
the practice, and (5) questions asking patients to give an importance score to the same aspects of the 
service for which they have been asked to rate their experience, i.e. importance scores for the health care 
facilities, health staff, non-health staff and efficiency of the centre.

In order to validate the scale, surveys were piloted with a smaller sample consisting of thirty health 
care services users and a panel of ten experts in quality management and health economics. Experts were 
asked to examine the structure and the vocabulary employed in the development of the survey, resulting 
in the omission of three questions and rewording of some others.

Once the questionnaires were edited, the surveys were sent to a total of 20,271 primary health care 
users in the region, obtaining 2,402 completed questionnaires from 97 primary health care centres. The 
technical data of the study is presented in Table 1.

The demographic profile of respondents is presented in Table 2. The largest group of patients (37.81%) 
are aged 65 and over and the next largest group (28.05%) are aged 30-45. The majority of respondents 
refer to female patients (60.75% vs. 39.25% for males).

Measurements

All variables are measured on seven-point Likert scales with 1 corresponding to completely disagree and 
7 to completely agree. From all the aspects contained in the survey, the questions used are those asking 
patients to report their perception of the performance of the system based on their experiences about the 
facilities, health staff, non-health staff and efficiency of the centre (second block of questions) and the 
questions asking patients to rate how important these aspects of the services are for them (fifth block of 
questions) to build the w-HEALTHQUAL scale. All the questions contained in the scale refer to a total 
of twenty-five items, grouped in four categories of attributes (Table 3).

Table 1. Technical data of the study

Population People that have gone to a primary health care centre in the region of Extremadura during May 2008

Geographical area Extremadura (Spain)

Sample size 2,402 validated surveys from 97 Health Centres

Sample error 1.24%

Confidence level 95% z= 1.96 p=q=0.5

Field work September-October 2008

Source: Prepared by authors
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Table 2. Profile of surveyed users

Gender
Male 39.25%

Female 60.75%

Age

< 30 years 9.67%

30-45 years 28.05%

45-64 years 24.46%

≥ 65 years 37.81%

Source: Prepared by authors

Table 3. Attributes measured by the W-HEALTHQUAL scale

Category Definition

Facilities

1. - Cleanliness of facilities

2.- Equipment of the health centre

3.- Location of the health centre

Health Staff

4.- Health staff cleanliness

5.- Health staff professionalism

6.- Health staff kindness and politeness

7.- Trust in health staff

8.- Personalised service

9.- Communication with health staff

10.- Health staff attention to patients’ problems

11.- Health staff interest in solving patients’ problems

12.- Health staff understanding of patients’ problems

13.- Health staff prestige

Non-health staff

14.- Non-health staff cleanliness

15.- Non-health staff professionalism

16.- Non-health staff kindness and politeness

17.- Non-health staff attention to patients’ problems

18.- Non-health staff interest in solving patients’ problems

Efficiency

19.- Ease of making an appointment

20.- Bureaucracy intensity

21.- Waiting time in the health centre before entering the consulting room

22.- Speed of complementary tests

23.- Resolution of complaints

24.- Time devoted to each patient

25.- Health centre opening hours

Source: Prepared by authors
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The satisfaction attributes that form the w-HEALTHQUAL, are built by multiplying the importance 
(Import1-Import25) and the performance (FAC1-FAC3, HS1-HS10, NHS1-NHS5, EFF1-EFF7) scores 
of each of the items (Fishbein and Ajzen, 1975; Paul, 2003; Jain and Gupta, 2004). In order to simplify 
the analysis by reducing the number of variables considered in it, the whole set of variables is reorgan-
ised in the following four main categories: facilities (FAC), health staff (HS), non-health staff (NHS) 
and efficiency (EFF). Each of these four variables are built by calculating the average score of the items 
within every category of attributes, i.e. an average value of the three facility variables, a score for the ten 
variables describing characteristics of the health staff, the average value of the five items characterising 
aspects related to the non-health staff, and a mean score for the attributes showing patients’ satisfaction 
with the efficiency of the system (Figure 1).

Figure 1. Procedure followed to obtain the four main variables
Source: Prepared by authors
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The w-HEALTHQUAL adequately measures patients’ satisfaction with the health care as it combines 
users’ experiences with a series of elements of the system and the importance they give to those elements. 
It also improves previous measurement scales in different ways. First of all, it has been adapted to the 
research field for which is going to be used, eliminating with that any biases that the utilisation of other 
instruments (for example the SERVQUAL or the SERVPERF) developed for the study of satisfaction in 
other settings could introduce (Ladhari, 2009). Secondly, the w-HEALTHQUAL includes information 
about the importance that patients assign to the elements of the service being evaluated, building upon 
previous scales employed in health care (the HEALTHQUAL scale).

Furthermore, in relation to the Cronbach´s alpha of the scale, the literature indicates that this value has 
to be greater than 0.8 (Luque, 2000; Hair et al., 1999). The Cronbach´s alpha of the w-HEALTHQUAL 
is 0.97, supporting the reliability and internal consistency of the scale, and additionally, it is greater than 
the 0.96 coefficient obtained by Murillo-Zamorano et al. (2012) and Miranda et al., (2010) before the 
inclusion of the importance weights, improving with this the HEALTHQUAL scale.

RESULTS

The results of the study are shown in three stages. First, the main characteristics of the satisfaction in-
dicators are presented; it is, of the w-HEALTHQUAL scale. Second, a cluster analysis is performed to 
identify different groups that differ among them in their levels of satisfaction with the facilities, health 
staff, non-health staff and efficiency of primary health care. And third, the different levels of satisfac-
tion with the health care across the health map in the region is represented to identify which actions are 
needed and where and to assess whether a different distribution of primary health care is necessary so 
that a better service can be delivered.

Characteristics of the W-HEALTHQUAL

As mentioned in the previous section, the w-HEALTHQUAL is built using patients performance and 
importance scores about a series of elements of the health care they receive. Table 4 shows the value 
of each of these indicators as well as the final satisfaction score for each of the twenty-five attributes 
initially considered and for the four final indicators of facilities (FAC), health staff (HS), non-health 
staff (NHS) and efficiency (EFF).

In general, aspects of the health care for which patients report their experience is worse are related 
to efficiency items (I19-I25), as indicated by their performance score. On the other side, elements of the 
health care for which patients have better experiences are related to facilities and health staff items. The 
non-health staff elements of the service being evaluated also receive high performance rating scores, 
but not as high as the other elements of the service.

All the aspects of primary health care studied in the research are seen as very important by patients 
with scores above 5 points (out of 7) in all the cases.

Among the satisfaction variables (which take values in a range from 1 to 49), the w-HEALTHQUAL, 
the aspect of the health service for which patients report the highest satisfaction is an item related to 
health staff – I4 (health staff cleanliness). In contrast, the items with the lowest satisfaction refer to ef-
ficiency items, being I19 (ease of making an appointment) the one for which patients assign the lowest 
scores, and therefore, being patients least satisfied with this aspect of health care.
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By group of items (i.e. satisfaction by category), the indicators assessing the facilities of the centre 
are the ones for which patients have the highest satisfaction level, followed by the items related to staff, 
first health staff and then non-health staff, and finishing with the aspects of the health care related to 
efficiency, for which patients show the lowest satisfaction score.

Cluster Analysis

As mentioned in the introduction, to the best of the authors’ knowledge, there is not a study that analyses 
whether differences in the level of satisfaction with the health care within settings exits. In this research 
that gap of the literature is filled by means of a cluster analysis, looking at whether there are differences 
in patients’ levels of satisfaction with primary health care in the Spanish region of Extremadura.

Table 4. The w-HEALTHQUAL. Performance, importance and satisfaction scores by item

Group of 
Category Item Performance, 

Mean (SD)
Importance Score, 

Mean (SD)
Satisfaction Score, 

Mean (SD)

Satisfaction 
Score by Category, Mean 

(SD)

Facilities
(FAC)

I1 5.74 (1.45) 6.17 (1.24) 36.11 (12.46)

33.43 (10.99)I2 5.01 (1.70) 5.94 (1.48) 30.59 (13.54)

I3 5.54 (1.80) 5.90 (1.36) 33.62 (14.12)

Health staff
(HS)

I4 6.02 (1.29) 6.27 (1.13) 38.41 (11.46)

32.79 (12.07)

I5 5.43 (1.60) 6.20 (1.38) 34.63 (13.14)

I6 5.35 (1.71) 6.01 (1.44) 33.27 (13.77)

I7 5.16 (1.76) 5.73 (1.53) 30.69 (14.03)

I8 5.23 (1.78) 5.85 (1.54) 31.76 (14.22)

I9 5.39 (1.73) 5.89 (1.50) 32.75 (13.95)

I10 5.21 (1.81) 5.94 (1.53) 32.12 (14.35)

I11 5.16 (1.83) 5.95 (1.55) 31.99 (14.46)

I12 5.02 (1.83) 5.88 (1.54) 30.78 (14.36)

I13 5.16 (1.68) 5.88 (1.47) 31.48 (13.69)

Non-health 
staff

(NHS)

I14 5.73 (1.45) 5.97 (1.27) 35.03 (12.47)

29.47 (12.52)

I15 5.02 (1.74) 5.76 (1.49) 29.99 (13.72)

I16 4.88 (1.84) 5.72 (1.57) 29.05 (14.19)

I17 4.70 (1.87) 5.46 (1.64) 26.90 (14.21)

I18 4.63 (1.91) 5.43 (1.68) 26.36 (14.37)

Efficiency
(EFF)

I19 3.51 (2.23) 5.25 (2.15) 20.03 (15.80)

24.02 (11.83)

I20 4.31 (1.89) 5.42 (1.85) 24.45 (14.25)

I21 3.71 (1.98) 5.14 (2.09) 20.12 (14.01)

I22 4.00 (2.01) 5.46 (1.94) 23.03 (14.71)

I23 4.17 (1.90) 5.33 (1.91) 23.38 (14.15)

I24 4.74 (1.93) 5.65 (1.80) 27.99 (14.99)

I25 4.79 (1.95) 5.80 (1.52) 29.12 (14.61)

Source: Prepared by authors
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There are several techniques within the cluster methodology. In this piece of research a hybrid ap-
proach is taken (also known as two-stage approach) (Wong, 1982; Yang et al., 2009; López-Sánchez and 
Santos-Vijande, 2015), first employing the hierarchical method of Ward (Ward, 1963) and then proceeding 
with non-hierarchical k-means clustering method (Lloyd, 1982; MacQueen, 1967), which builds on the 
solution obtained from the application of previous clustering methods, in this case, the method of Ward.

When applying the hierarchical method of Ward, it was chosen to analyse a wide range of solutions, 
between two and seven clusters, so that there could be different ideas of how all the observations can 
be distributed into the different groups. Nevertheless, after looking at the composition of each of these 
clusters, it was decided to perform the non-hierarchical k-means method with a range of solutions between 
two and five clusters. Using six or seven clusters does not seem to be a very sensible option as some of 
the clusters formed when applying the method of Ward show levels of satisfaction similar to the ones 
presented by other clusters, suggesting that the observations classified within these clusters should belong 
to the same group. By analysing the solutions resulting from the application of the k-means method, it 
was considered that a three-cluster solution was the most appropriate one, pointing to the existence of 
three groups of patients that differ according to their levels of satisfaction with the facilities, health staff, 
non-health staff and efficiency of the primary health care centre they normally attend.

The stability of these results was determined by means of a discriminant analysis (Greenly et al., 
2005). The discriminant functions generate a significant value of the Wilks’ lambda in all the cases 
(Wilks’ lambda = 0.148; p = 0.000). The discriminatory model correctly classifies 98.3% of the cases.

Patients’ levels of satisfaction with the four main variables in each of the clusters are presented in 
Table 5. Cluster 1 is formed by patients whose levels of satisfaction with the health system are very 
high. For the four indicators used, the satisfaction scores are over 40 points, except for the efficiency 
ones, although they also present a high score. Therefore, these users are able to be categorised as “highly 
satisfied”. Cluster 3 refers to patients whose levels of satisfaction are poor, as indicated by the mean 
values that the satisfaction variables in this group show. This group of patients can be referred as “not 
satisfied”. There is also a group of patients, cluster 2, comprising those individuals who are neither 
satisfied nor dissatisfied with the service they receive when attending a primary health care centre in 
the region. Patients in this cluster have satisfaction scores between 21 and 33 in all four indicators used 
in the analysis being, therefore, “not satisfied or dissatisfied”.

In the next section, the information provided by the cluster analysis is employed to identify whether 
there are differences between the way primary health care is administratively organised and how it should 
be distributed so that every patient reports high levels of satisfaction, i.e. to identify whether a different 
distribution of primary health care can be draw in the region of Extremadura in order to improve the 
health service finally delivered.

Table 5. Patients’ levels of satisfaction in each of the clusters*

Variables Cluster 1 (N = 848) Cluster 2 (N = 1042) Cluster 3 (N = 512)

FAC [mean (SD)] 42.19 (6.31) 32.61 (7.73) 20.64 (9.34)

HS [mean (SD)] 43.85 (4.84) 32.07 (6.96) 15.92 (7.60)

NHS [mean (SD)] 41.76 (6.09) 27.33 (7.30) 13.46 (7.01)

EFF [mean (SD)] 35.74 (7.59) 21.02 (6.88) 10.70 (6.42)

Source: Prepared by authors
*Cluster 1: “satisfied patients”; cluster 2: “patients not satisfied or dissatisfied”; cluster 3: “not satisfied patients”
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Geographical Representation of Satisfaction Levels

Once patients are classified in one of the three clusters, the next step is to categorise each of the Health 
Zones as belonging to one of the three groups, so the distribution of patients’ levels of satisfaction can 
be drawn in the health map of the region of Extremadura. By doing this, it can be identified whether 
there are differences between the administrative classification of Health Zones and the classification 
according to patients’ needs.

The procedure followed consists of analysing, for every Health Zone, the distribution of their patients 
in each of the clusters, so that, the Health Zones can be characterised according to the cluster that the 
majority of their patients belong to. For example if a Health Zone receives a total of seventy completed 
questionnaires and, according to their responses, fifty patients are classified in cluster 1, fifteen patients 
in cluster 2 and the remaining five patients in cluster 3, the Health Zone is characterised as belonging 
to cluster 1. After following this procedure it is obtained that out of the 97 primary health care centres 
participating in the study, 35 can be classified in cluster 1, 52 are included in cluster 2, and the remain-
ing 10 in cluster 3.

Figure 2. Classification of Health Zones according to patients’ levels of satisfaction*
Source: Prepared by authors * Health Zones that appear in white refer to those ones for which there was not any surveys avail-
able and that, therefore, are not included in the analysis
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The characterisation of each of the Health Zones across the map of primary health centres in the 
region is represented in Figure 2. In this map, it can be observed the delimitation of the eight Health 
Areas as well as the disaggregation of them in each of the Health Zones. A colour to each of the Health 
Zones in the map is assigned to indicate the cluster where they belong following the procedure previ-
ously described.

All the three different clusters are present in six of the eight Health Areas. In Health Areas VI and 
VIII none of the Health Zones are catalogued in cluster 3, meaning that these two Health Areas do not 
assist very unsatisfied patients (the number of Health Zones in each of the cluster by Health Areas is 
presented in Table 6). These two Health Areas, VI and VIII, are also the ones with a higher proportion 
of Health Zones in cluster 1, i.e. Health Zones where patients are, in general, satisfied with the health 
care they receive. However, in the case of Health Area VIII, the majority of Health Zones are categorised 
as belonging to cluster 2, which means that some kind of improvement is needed in order to increase 
patients’ satisfaction with the health care.

On the other hand, Health Area II is the area with the lowest proportion of Health Zones where pa-
tients are satisfied with the attention received; only two out of the twelve Health Zones present in the 
study are assisting satisfied patients.

Most of the Health Areas have a higher proportion of Health Zones where patients are not satisfied 
of dissatisfied – cluster 2. Moreover, further actions are needed to improve patients’ satisfaction in 
some of the Health Areas that present Health Zones where patients are unsatisfied with the health care 
received. This is especially important in Health Areas II and IV, with around a quarter of the Health 
Zones being in cluster 3.

Previous results highlight the idea that, not only within the region, but even within every Health 
Area, health care is unevenly distributed resulting in differences in the levels of satisfaction with the 
system reported by patients. Given that the health system is treated different patients, different policies 
are required so that different needs can be fulfilled adequately.

As previously mentioned, currently, in the context of the distribution of the health care in Extremadura, 
when a decision is made it affects the whole region or a particular Health Area, but it does not consider 

Table 6. Number of Health Zones in each of the clusters by Health Area*

Health Area
Cluster 1 Cluster 2 Cluster 3 Total

n % n % n % n %

I 7 35.00 12 60.00 1 5.00 20 100

II 2 16.67 7 58.33 3 25.00 12 100

III 5 38.46 6 46.15 2 15.39 13 100

IV 3 33.33 4 44.45 2 22.22 9 100

V 6 35.29 10 58.82 1 5.89 17 100

VI 4 57.14 3 42.86 - - 7 100

VII 6 46.15 7 53.85 - - 13 100

VIII 2 33.33 3 50.00 1 16.67 6 100

Total 35 36.08 52 53.61 10 10.31 97 100

Source: Prepared by authors
*Cluster 1: “satisfied patients”; cluster 2: “patients not satisfied or dissatisfied”; cluster 3: “not satisfied patients”
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whether different requirements may be needed within every of these administrative units. Therefore, 
the key message for policy makers is that it may be necessary to analyse whether a new organisation 
of the health care based on patients’ needs rather than on an administrative distribution could improve 
patients’ satisfaction. In such case, health care could be delivered according to what patients really need 
in health terms.

DISCUSSION AND CONCLUSION

The research has developed a new measure of patient satisfaction with primary health care, the w-
HEALTHQUAL, so that it can be studied with an accurate and non-biased indicator. The analysis has 
been performed with data provided by patients attending primary health care in the Spanish Autonomous 
Community of Extremadura. This approach has allowed us to identify whether a different distribution 
of primary health care across the region can be drawn so that health care can be delivered according to 
patients’ needs rather than based on where they live and the centre they go to, and consequently, being 
able to improve the quality with which service is delivered.

The authors have used a survey asking patients to report their experiences with a series of health 
attributes and the importance they assign to each of them to build the w-HEALTHQUAL scale, which 
allows us to construct a measure of satisfaction with primary health care. The fact that the research con-
siders patients’ views is very important given that as mentioned by Crow et al., (2002), patients provide 
truthful data and are an essential aspect to take into consideration so that an improved health care can 
be delivered. The survey was originated on the basis of the HEALTHQUAL scale (Murillo-Zamorano 
et al., 2012; Miranda et al., 2010), and it consists of a measure specifically designed for the study of 
patients preferences with primary health care, and including the importance that users of the service 
attribute to the each of the elements being analysed. Previous literature has used existing scales in other 
fields without performing any adaptation of the instruments, and has concluded that, they were able to 
identify deficiencies and offer a starting point for the identification of underlying problems that may be 
interfering on the quality of the service being delivered (Babakus and Mangold, 1992; Yang et al., 2004). 
Therefore, the w-HEALTHQUAL, that improves existing measurement scales in terms of adaptation 
and reliability, will be a better reflection of patients’ views and their needs.

The survey has been validated, reducing with that any source of misunderstanding it could generate 
and, therefore, producing accurate information from patients responding to it. The w-HEALTHQUAL, 
therefore and considering all the aforementioned, adequately measures patients’ satisfaction with the health 
service and helps the system to identify shortcomings in the provision of health care. This, in the last 
instance, will allow for the delivery of a better health and the implementation of health policies adapted 
to patients’ needs, which could be translated in a continuous improvement of service users’ satisfaction.

Using the w-HEALTHQUAL, four indicators related to four main aspects of the service have been 
obtained: facilities, health staff, non-health staff and efficiency. These variables have been used to 
perform a hybrid cluster analysis, first employing the hierarchical method of Ward (Ward, 1963) and 
then applying the k-means clustering method (Lloyd, 1982; MacQueen, 1967). The cluster analysis has 
allowed us to identify different satisfaction areas in the map of the distribution of Health Zones, so that, 
it can be reorganised based on patients’ levels of satisfaction with primary care rather than considering 
an administrative classification of the health care.
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Results have indicated the existence of three main clusters. Patients with high levels of satisfaction 
with the four indicators have been classified in cluster 1 – “highly satisfied” patients. Those service us-
ers whose satisfaction with the health care received was poor have been categorised as “not satisfied” 
and have been grouped in the third cluster. Finally, there has been an intermediate group – cluster 2 
– including patients that were neither satisfied nor disappointed with the system, so that they could be 
described as “not satisfied or dissatisfied”.

Using this classification of patients in one of the three clusters, the researchers have been able to 
categorise each of the 97 Health Zones participating in the study in one of the levels of satisfaction re-
ported by patients attending their primary health care centres. According to this, 35 Health Zones could 
be classified in cluster 1; 52 in cluster 2 and the remaining 10, in cluster 3. Therefore, a majority of 
patients were not satisfied or dissatisfied with the health care received, and around 10% were dissatis-
fied with it. It is of concern that only 36% of the centres (35 centres out of the 97) were treating highly 
satisfied patients. Furthermore, within each of the clusters, the levels of satisfaction with the efficiency 
aspects of the system have been normally lower than the ones shown by the other variables being stud-
ied. These results have highlighted the need of an improvement in the provision of health care so that, 
a high quality health care service can be delivered to patients, a better quality service that, can increase 
patients’ satisfaction with the system.

The results have also emphasised the idea that a different distribution of the health care across the 
region may be needed so that a more effective health care can be delivered. With that, policies could 
be implemented based on patient satisfaction with the service received rather than on an administrative 
distribution of health units, which might not benefit every user of the system.

These implications would be especially relevant in a large and sparsely populated region like the 
one analysed here, as in such context, an optimum organisation of health care is essential so that needs 
are correctly identified and resources are allocated where they are really required. Considering this, the 
development and implementation of policies should take into consideration what patients have stated to 
need an improvement so that deficiencies are corrected. Additionally, managers should continue to offer 
a service with the same standards in relation to the aspects with which patients are satisfied. All of this 
should be elaborated bearing in mind where these strategies are more needed and in which direction.
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KEY TERMS AND DEFINITIONS

Cluster Analysis: Type of analysis that allows for the construction of groups of elements which 
present similar characteristics.

Extremadura: Region located in the south-west of Spain and for which the analysis has been performed.
Health Area: One of the delimitations of the health system in the region analyzed, and that at the 

same time is divided into Health Zones.
Health Zones: A delimitation of the system smaller than a Health Area and that has a health center 

as the main provider.
Primary Healthcare: First contact with the health care and that patients attend before being referred 

to a specialized care.
SERVPERF: Adaptation of the SERVQUAL to analyze the performance of a service based just on 

users’ experiences.
SERVQUAL: Preferred scale to analyze the performance of a service based on users’ experiences 

and preferences.
w-HEALTHQUAL: The scale used in the analysis and that allows for the analysis of patients’ sat-

isfaction and built under the base of the SERVQUAL and SERVPERF, as it has been recommended to 
adapt such scales to the field where they are going to be applied.

ENDNOTES

1  The full survey is presented in Appendix 1.
2  A map of the distribution of Health Zones across the region is shown in Appendix 2.
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APPENDIX 1: SATISFACTION SURVEY DELIVERED TO 
PRIMARY HEALTH CARE USERS IN EXTREMADURA

Quality Analysis of Primary Health Care in Extremadura

Dear user of primary health care service in Extremadura,
Thanks for devoting the time to answer this questionnaire. The results obtained from it will allow us 

to have a better understanding of the way primary health care in the region is being delivered, so that, a 
better quality service can be provided.

All the information provided here is strictly confidential and it will be analysed together with the rest 
of questionnaires received from other primary health care users.

Instructions: Circle the option which best describes your experience when attending your primary 
health care centre. Hand this survey in to the reception of your corresponding centre. If you wish, you 
can fill the survey online following this link: http://mercado.unex.es/salud.

Thanks in advance for taking part in the survey [given in Tables 7-13].

Table 7. 

1.- Primary Health Centre:

2.- Gender: [] Male [] Female

3.- Age: [] < 30 years old [] 30-45 years old [] 45-64 years old [] ≥ 65 years old

5.- Family 
income: [] < 900€/m [] 900-1800 €/m [] 1800-2700 €/m [] ≥ 2700 €/m

6.- Education: [] no studies [] primary school [] secondary school [] university

7.- Do you live in the same town where the primary health care is located? Yes No

8.- How long does it take you to travel to the centre?:

Table 8. 

HEALTH CENTRE FACILITIES

Please, indicate your level of agreement with the following statements regarding your primary health care centre (where 1 means 
completely disagree and 7 means completely agree)

In your opinion: Completely disagree to Completely agree

1.- Health centre facilities are clean 1           2           3           4           5           6           7

2.- Health centre equipment is modern 1           2           3           4           5           6           7

3.- According to your place of residence, health centre location is adequate and 
easy to access 1           2           3           4           5           6           7
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Table 9. 

HEALTH STAFF (GENERAL PRACTITIONERS AND NURSES)

In your opinion: Completely disagree to Completely agree

1.- Health staff are well dressed and clean 1           2           3           4           5           6           7

2.- Health staff know well what they do (they are professionals) 1           2           3           4           5           6           7

3.- Health staff are kind and polite 1           2           3           4           5           6           7

4.- Health staff inspire trust 1           2           3           4           5           6           7

5.- I have received personalised care 1           2           3           4           5           6           7

6.- I have been well informed about the nature and objectives of the 
recommended treatment 1           2           3           4           5           6           7

7.- Health staff listen carefully to my problems 1           2           3           4           5           6           7

8.- Health staff have shown an interest in solving my problem 1           2           3           4           5           6           7

9.- Health staff have dealt with my problems/needs very quickly 1           2           3           4           5           6           7

10. Health staff prestige is high 1           2           3           4           5           6           7

Table 10. 

NON-HEALTH STAFF (ADMIN STAFF, CENTRE ATTENDANTS, ETC.)

In your opinion: Completely disagree to Completely agree

1.- Non-health staff are well dressed and clean 1           2           3           4           5           6           7

2.- Non-health staff know well what they do (they are professionals) 1           2           3           4           5           6           7

3.- Non-health staff are kind and polite 1           2           3           4           5           6           7

4.- Non-health staff listen carefully to my problems 1           2           3           4           5           6           7

5.- Non-health staff have shown an interest in solving my problems 1           2           3           4           5           6           7

Table 11. 

EFFICIENCY MEASURES

In your opinion: Completely disagree to Completely agree

1.- It is easy to contact the centre to make an appointment 1           2           3           4           5           6           7

2.- The level of bureaucracy is reasonable 1           2           3           4           5           6           7

3.- Once I arrived at the centre, waiting time to be seen was reasonable 1           2           3           4           5           6           7

4.- Complementary tests (x-ray, tests, etc.) are performed promptly 1           2           3           4           5           6           7

5.- When there has been a complaint, health centre response has been adequate 1           2           3           4           5           6           7

6.- Time I have been given has been adequate 1           2           3           4           5           6           7

7.- Opening times have been appropriate 1           2           3           4           5           6           7
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Table 12. 

OVERALL SATISFACTION

1.- In general, I am very satisfied with health centre services 1           2           3           4           5           6           7

2.- Service received fulfils what I expected from it 1           2           3           4           5           6           7

3.- Health centre reputation is really good 1           2           3           4           5           6           7

OBJECTIVE MEASURES

1.- Time waited to be seen: [] < 10 min [] 10-19 min [] 20-29 min [] ≥ 30 min

2.- Years attending this particular health centre: [] 0-1 yr [] 2-5 yrs [] 6-10 years [] ≥ 10 yrs

3.- Times I have visited the centre in the last 12 months: 1-2 3-4 5-6 > 6 times

Table 13. 

IMPORTANCE LEVEL FOR EACH OF THE ATTRIBUTES

Please, state how important the following aspects of service quality are for you

In your opinion: Not very important to Very important

1.- Cleanliness of facilities 1           2           3           4           5           6           7

2.- Equipment of the health centre 1           2           3           4           5           6           7

3.- Location of the health centre 1           2           3           4           5           6           7

4.- Health staff cleanliness 1           2           3           4           5           6           7

5.- Health staff professionalism 1           2           3           4           5           6           7

6.- Health staff kindness and politeness 1           2           3           4           5           6           7

7.- Trust in health staff 1           2           3           4           5           6           7

8.- Personalised services 1           2           3           4           5           6           7

9.- Communication with health staff 1           2           3           4           5           6           7

10.- Health staff attention to patients’ problems 1           2           3           4           5           6           7

11.- Health staff interest in solving patients’ problems 1           2           3           4           5           6           7

12.- Health staff understanding of patients’ problems 1           2           3           4           5           6           7

13.- Health staff prestige 1           2           3           4           5           6           7

14.- Non-health staff cleanliness 1           2           3           4           5           6           7

15.- Non-health staff professionalism 1           2           3           4           5           6           7

16.- Non-health staff kindness and politeness 1           2           3           4           5           6           7

17.- Non-health staff attention to patients’ problems 1           2           3           4           5           6           7

18.- Non-health staff interest in solving patients’ problems 1           2           3           4           5           6           7

19.- Ease of making an appointment 1           2           3           4           5           6           7

20.- Bureaucracy intensity 1           2           3           4           5           6           7

21.- Waiting time in the centre before entering the consultation room 1           2           3           4           5           6           7

22.- Speed of complementary tests 1           2           3           4           5           6           7

23.- Resolution of complaints 1           2           3           4           5           6           7

24.- Time spent with each patient 1           2           3           4           5           6           7

25.- Health centre opening hours 1           2           3           4           5           6           7
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APPENDIX 2

Figure 3. Map of the distribution of health areas across the region of Extremadura and distribution of 
patients in each of them
Source: Prepared by the authors
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ABSTRACT

Education is generally considered a valuable tool to improve individual socio-economic status. In 
European peripheral countries, up to the late 1970s, only a small elite had access to higher education 
and such privilege guaranteed a comfortable socio-economic position, not only via the job market, but 
also by allowing the sustainability of pre-existing social links. From then on, democratization of access 
to higher education should have prompted a decrease in social and economic inequalities within and 
across countries. However, current data still reflects that, despite gained access to social uplifting tools, 
individuals from less favored backgrounds appear to not have been able to close the various gaps separat-
ing them from the more privileged ones. In this chapter, the authors analyze recent data to characterize 
higher education attendance in Portugal, highlighting some factors that may still block the socio-economic 
improvement of the less favored students and suggesting policy measures to overcome them.
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INTRODUCTION

This chapter describes recent trends in social mobility, reviews its main determinants and explores rea-
sons that may justify persistence in income and social status observable in many developed countries. 
The relevance of education as a mobility promoter combined with the increasing democratization in 
access to higher education makes it difficult to understand the apparent failure of personal educational 
investments to promote intergenerational social mobility (ISM). However, some regularities, such as 
the impact of family social status on individuals’ choice of higher education programs, plus the fact that 
the programs more often chosen by students from families with lower socio-economic status tend to be 
less rewarding in terms of social prestige and income generated in the labor market lead to the conclu-
sion that simply promoting access to further education will not produce more equalitarian societies. The 
educational system, which theoretically is a tool to promote social mobility, may in fact, do the opposite: 
often, “school” does not contribute to correct inequalities but reinforces their maintenance.

Students do not arrive in equal conditions at the doors of higher education institutions. Besides the 
well-established impact of family socio-economic circumstances on student performance, there is also 
the stratification of pre-tertiary education pathways which, at times with the objective of preventing 
early school drop-out, allows some very young students, labelled as less academically minded, to make 
decisions in terms of curriculum, or to enter professionally oriented pathways, that often end up driving 
them directly to the labor market after secondary education, or to higher education programs that will 
not promote their socio-economic mobility.

The choice regularities that in this context are observable in various countries are also present in 
Portugal, and the analysis of data obtained from one university (Universidade de Évora) indicates that 
there is indeed a socially determined pattern of university program choices. Since such choices may 
be the result of a cumulative process evolving from the early stages of education, further research and 
countries’ policy efforts should be directed towards, at each country level, understanding the processes 
developing before tertiary education and promoting the measures more adequate to stop the precocious 
limitation of youngsters’ ambition and of the future possibilities in their reach.

Scandinavian countries, with less stratified pre-university systems of education, and the research on 
social mobility that focus on what occurs at the early stages of individual’ schooling paths, suggest that 
policy orientations should be directed to promoting campaigns of information and guidance for the less 
favored students and their families, and also to the increasing standardization of academic curriculums 
in basic and secondary education.

BACKGROUND: TRENDS IN SOCIAL MOBILITY

ISM is, from a sociological point of view, the movement of individuals across different social classes or 
across the social hierarchy. If such movement is ascending, it reflects an improvement of individual’s (or 
family’s) quality of life in relation to that of previous generations. ISM can be achieved through financial 
factors (increased personal wealth), social factors (e.g., integration into a higher social group, through 
marriage), public exposure factors (e.g., attainment of ‘celebrity’ status in the media), or through training 
/ education (for instance, getting a higher education degree) (Baltazar et. al., 2013).

The existence of ISM is, according to the literature, related to high levels of economic development 
and quality of life. In recent years, several researchers have identified reinforcing relationships between 
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variables representing these two concepts. Wilkinson and Pickett (2009), for example, studied social mo-
bility in developed countries (Canada, Denmark, Finland, Sweden, Norway, Germany, United Kingdom 
and USA) and concluded that high levels of social inequality are related to low social mobility. Similar 
deductions may be drawn from the work of Causa and Johansson (2009) who, analyzing intergenerational 
social persistence, measured by the close link between parental educational achievement and children’s 
wages, conclude that the “association between parental socio-economic status and teenager cognitive 
achievement is stronger in countries with a greater share of children living under the poverty line or 
lacking basic material resources” (Causa and Johansson, 2009:5). Recently, The Economist (August 
11, 2018) concluded, based on a set of studies carried out in the United States and other experiences 
in OECD countries, that long summer holidays are bad for children, especially for the poorest, and for 
social mobility. Among the adverse effects associated with the size of summer holidays, the difference 
in the quality of experiences amongst children and young people from families with distinct levels of 
income and quality of life is highlighted, as well as the fact that students forget large parts of what they 
had previously learnt at school (Economist, 2018).

Piketty (2014), on its turn, considers that current economic and social conditions do not promote 
ISM. He concludes that the growth rate of wealth (as assets accumulated in the past) tends to be higher 
and more durable compared with the growth rate of income and production, which, for example, will 
lead to lower increases in wages than growth in remuneration of the remaining inputs. Thus, the pos-
sibility of IMS is always very limited, despite the improvement of the qualifications and knowledge of 
the employed population.

Although the title is pessimistic, the recent OECD report (OECD, 2018) “A Broken Social Elevator? 
How to Promote Social Mobility?”, recognizes that, in the analyzed member countries, present genera-
tions live better than their parents and the previous generations did (absolute mobility). The report also 
reveals the difficulties regarding the achievement of ISM, as well as the fact that the implementation of 
an ISM process is more difficult at the present than it was in the past (relative mobility): “[…] children 
born into the bottom of the income distribution have less chances to move up and improve their occu-
pational status and earnings than their parents and previous generations. At the other end of the scale, 
there is a “sticky ceiling” because inequality also means that those at the top of the income distribution 
may remain there for a long time. In an “average OECD country”, it could take five generations for 
children of poor families to reach the average income in their country.” (OECD, 2018: 3-4). In fact, the 
higher and/or the more increasing the levels of inequality, the harder it is to improve income and social 
mobility (OECD, 2018).

This OECD report (OECD, 2018) draws attention, also, to the consequences of a lack of ISM, high-
lighting the fact that i) it can hurt the foundations of economic growth, ii) it influences, negatively, life 
satisfaction and well-being, iii) it increases the probability of social conflicts due the perception or un-
equal opportunities, iv) it can reduce individuals’ feelings that their voice counts, particularly amongst 
middle- and lower-income persons, and v) it may reduce democratic participation.

Five generations is, precisely, the time needed in Portugal for the descendants of a law-income family 
to reach the average income of the country (OECD, 2018a). Portugal is one of the member countries 
where ISM is more difficult, and where the OECD considers that there is a “broken social elevator”. 
In Portugal, as in other countries in the same conditions, the consequences can be reflected through 
serious economic and social effects such as brain drain, which undermines potential economic growth, 
reducing well-being, life satisfaction and social cohesion. In addition, this organization also draws at-
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tention to the risk of middle-income households to slide into low income and poverty over their life 
course (OECD, 2018a).

In Portugal, recently, this subject has also been studied exhaustively in a report edited by Fundação 
Francisco Manuel dos Santos entitled “Mobilidade Social em Portugal” (Bago d’Uva and Fernandes, 
2017). This report examines ISM (considering the ratio between the socio-economic status of the father 
as measured by schooling and occupational status and that of children - both genders - as measured by 
their family income in adulthood), as well as intragenerational mobility (through mobility in the economic 
condition of the same individual over time, measured by family income and wages, respectively). This 
ISM analysis was performed for the generations of those born between 1940 and 1985; intragenerational 
mobility analysis was performed based on data between 2000 and 2005 and 2003 and 2013.The report 
confirms the previously identified fact that Portugal is a country with low levels of economic and social 
mobility, both at the intergenerational and intragenerational levels. However, over time there has been 
an approximation to the EU average, through education and the labor market. The report also points out 
that mobility was higher amongst the Portuguese born in the 1970s than to those born in earlier decades, 
a fact that is linked to the 1974 revolution that restored democracy in Portugal. The most significant 
effects on ISM are due to the improvements in school attendance and are more visible for women (Bago 
d’Uva and Fernandes, 2017). The results verified in the education are mainly due to the improvement 
of the children’s schooling of families with lower levels of education. In families with higher levels of 
education the new generations tend to maintain the same educational pattern. The analysis of intragen-
erational mobility, through the evolution of incomes and wages, reflects the recessive effects of the 
economic crisis of the beginning of this decade (2008-2011). The authors concluded that for almost 
half of the Portuguese population (between 40% and 50%), in the majority of the periods, there were no 
changes in the level of family income (Bago d’Uva and Fernandes, 2017). Regarding the trend in wages, 
on average, there have been increases, but with a decreasing rate, over time. In the analysis of wages, 
the trend was also for decreased mobility. It should be noted that, over time, there was an improvement 
in the salaries of the young workers, which should be associated with the increase in schooling. Thus, 
higher levels of education tend to reduce the disadvantage of the youngest in the labor market, even at 
the beginning of their careers. However, considering the growth of the salary of the same individual 
for one year to the next (or after three years), there is no clear evidence of the impact of the educational 
level (Bago d’Uva and Fernandes, 2017).

DETERMINANTS OF SOCIAL MOBILITY

Review of the Literature

ISM is defined as the relationship between the socio economic status of parents and that of their adult 
children (Causa and Johansson, 2009) and reflects the “extend to which individuals move up or down 
the social ladder compared with their parents” (OECD, 2010, p. 184). In this context, status may be 
measured by the level of income, wage, social class or occupation. Sociologists tend to focus on social 
class and occupation, recurring to mobility tables to quantity variation in attainment from one generation 
to the next (Breen, 2010). Economists often use data on income and wages to calculate intergenerational 
elasticities (varying from zero – complete immobility – to one – complete mobility), intergenerational 
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correlations, and rank-rank slopes with the objective of ascertaining the strength of the link between the 
socio-economic position of individuals and that of their parents (Chetty et al., 2014).

The interest of sociologists on ISM predates that of economists who, with some remarkable excep-
tions (Becker and Tomes, 1986, refer that in the early 1950s Joseph Schumpeter considered theoretical 
and empirical aspects of intergenerational mobility), were at first more interested in studying inequality 
of income across families in the same generation than in understanding such inequality between genera-
tions of the same family. Yet, research has shown that the two phenomena are related and combating the 
former may help in reducing the latter (see, for instance, the Russell Sage Foundation, 2016).

The Becker-Tomes model (Becker and Tomes, 1979, 1986), in which persistence in income over 
generations is a result of parental investment in the human capital of their children and of the transmis-
sion within the family of genetic and other endowments, is the backbone of most economic analyses 
of ISM. This model highlights the central role played by human capital and predicts a ‘convergence of 
dynasties’ in the presence of perfect credit markets. Researchers have subsequently studied credit market 
imperfections that lead to under-education traps and, more recently, to the structure of education systems. 
In the majority of such studies the predominant focus of analysis is on education (see Bourguignon et 
al., 2003, Blanden et al., 2007). In fact, if income persistence has been pointed out as a major factor of 
socio economic immobility and individuals’ incomes are largely determined by their human capital, than 
education is a key aspect to take into account.

However, even if persistence in educational attainment is a very relevant element of income persistence, 
and thus of socio-economic mobility, it is not its sole determinant (Causa and Johansson, 2009). As Causa 
et al. (2009) refer, studies evaluating income persistence in distinct geographical contexts suggest that it 
may be divided into three parts: one related to persistence in education, i.e. to differences in educational 
attainment by individuals from distinct income groups; another related to the returns from education in 
the labor market; and a residual, ‘non-explained’, part that is not transmitted through education.

ISM is indeed a multidimensional phenomenon for which many factors contribute. Some are family 
related, such as the transmission of genetic characteristics (nature), of money and material goods, and of 
other endowments and traits that arise from sharing the specific environment of a household (nurture), 
while others are the outcome of institutions and policies. Family factors may be of a cognitive nature 
(for instance the inheritance of ability) or be related to the family background and the circumstances 
in which individuals grow up, such as wealth and the propensity of parents to invest in their children’s 
education and human capital, parental education and its impact on the offspring’s propensity to further 
their education, work experience, work ethics, and other social norms, social networks, risk-related be-
havior, local living conditions, i.e. the (dis)advantages of the neighborhood in which individuals grow up.

Institutional and policy factors are related to educational structures, labor market structures, policies 
affecting enrolment rates at different education levels, redistributive policies or public expenditure in 
education. Institutions and policies may either reinforce or attenuate family related factors.

It is important to examine the many channels connecting family income to the children’s academic 
performance and educational attainment, but it is also difficult to disentangle nature from nurture in this 
context. The offspring of advantaged families are more likely to perform better in school and to attend 
formal education for longer. Is this a result of genetic inheritance, or a consequence of family income and 
of its specific environment? If individuals with higher capacity are more and better educated and, as a 
consequence, are more successful in the labor market and end up earning more, than it would not be the 
inheritance of income but that of personal aptitude that causes socio-economic immobility. Distinguish-
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ing nature from nurture helps in designing adequate policy measures aimed at helping the children from 
less socio-economically favored families to perform better in school and to have better life perspectives.

Empirical analyses attempting to ascertain whether parental ability is genetically transmitted have used 
samples of adopted and biological children and assessed IQ and other achievement and personality scores. 
For the US, Plug and Vijverberg (2003) concluded that 55 to 60% of parental ability, measured as IQ, is 
genetically transmitted and thus that the role of nature in children’s school success is very substantial. 
However, as pointed out by Sacerdote (2002), such analyses usually assumed that a child’s academic 
performance is the result of the linear addition of genes, shared environment and non-explained factors, 
and did not allow for the possibility of non-linearities or of interactions between genetics and environ-
ment. When such possibilities are taken into account, the relevance of nature is reduced. For instance, 
also using US data, Sacerdote (2002) and Plug and Vijverberg (2005) showed that being adopted by 
high socio-economic status families greatly increases the probability of getting higher grades, continu-
ing education after secondary school and being admitted to more selective higher education institutions.

In addition to genes and, according to the most recent assessments, more importantly, families pass 
to their children three types of capital: human, material and financial, and social (see inter alia d’Addio, 
2007). Human capital, which as previously referred, was viewed by Becker and Tomes (1979, 1986) as 
a result from parental decisions to abdicate from own consumption in favor of investing in the children’s 
future, comprehends a set of personal characteristics (education, knowledge, physical health) that im-
prove individual productivity. Material and financial capital, i.e. the inheritance of monetary wealth and 
of other material goods increase the set of individual resources allowing access not only to education 
and health but to better housing and neighborhood conditions that also intervene to enhance the many 
channels through which individual human capital and productivity are heightened and family advantages 
are transmitted from one generation to the next. The impact of the neighborhood on children’s academic 
attainment and performance and on their future earnings varies across countries but tends to be smaller 
than that of other traits running from the family environment (see for instance Page and Solon, 2003, 
or Raaum et al. 2006). In countries where access to good schools is determined by the area in which 
individuals live in, such impact is, as expected, stronger (Vartanian and Gleason, 1999). Social capital 
steams from the family and from the religious, ethnic, cultural and/or other communities to which the 
family belongs and materializes in networks which are established on the basis of behavioral norms and 
shared values that have an impact on education and labor market contexts (d’Addio, 2007).

The now relatively vast literature comparing ISM in distinct geographical contexts suggests that 
mobility is higher in the Scandinavian countries and lower in the United States (US), in the United 
Kingdom (UK) and in the countries of the Southern European periphery (Blanden, 2009). In spite of 
the usual high correlation between income and educational persistence, the same country, for instance 
the UK, may exhibit relatively low income mobility and high education mobility. Income mobility tends 
to be lower at the high and at the low ends of the income spectrum (Jäntti et al., 2006) and countries 
where income and education persistence is lower tend to display a weaker influence of family factors 
on socio-economic mobility, thus suggesting that institutions and policies have an important role to play 
(Chusseau et al., 2013).

In fact, the wage structure of labor markets, i.e. how different skills are priced, and other specificities 
of labor market institutions, for instance their level of wage compression, usually associated to the level 
of unionization and the coverage of collective agreements, have been pointed out as determinants of 
ISM and as one of the reasons for the lower wage persistence characterizing Scandinavian countries (see 
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Causa et al., 2009). As Levine (1999) argued, lower returns to human capital in labor markets decrease 
the impact of the investment of richer families in their children.

Policies impacting ISM are varied. They may be redistributive in nature or consist of direct public 
spending on education. A variety of policies may also affect access and enrolment rates at the various 
levels of education. Research has produced mixed results on the impact of redistributive policies on 
ISM. Hendricks (1999) concluded that the redistributive tax and subsidy policies analyzed in his study 
– intended to lower the private costs of education or the labor income taxes paid by the poor – did not 
promote equality of opportunities or reduce income inequality. Nevertheless, countries which have long 
been adopting more redistributive policies display higher levels of intergenerational income mobility 
and more income equality across families in the same generation (see Causa et al., 2009).

A large body of research, reviewed for instance by Brezis and Hellier (2018), has focused on the ef-
fects of institutions and policies directly related to the educational system. Various studies have shown 
that attempts to promote early education for children from less favored backgrounds enhance their 
development and reduce the impact of the family background on school performance (Bakken et al., 
2017). A number of authors have also established that the stratification of secondary education con-
tributes to education and income persistence (Kerckhoff, 1995). Later studies focusing on this subject 
have increasingly turned to tertiary education, with results showing that two-tier systems, with a clear 
distinction between elite and standard universities, as is the case, for instance, in the US and the UK, also 
promote social stratification and reduce ISM. Nevertheless, as suggested by Iannelli et al. (2016), there 
are still under researched topics, mainly related to the choices students make in pre-tertiary education. 
Such choices have an impact on individuals’ future, contributing to reduce or reinforce ISM, and raise 
relevant questions from a policy perspective.

Empirical Evidence on Higher Education Choices and Social Mobility

The impact of higher education on individuals’ earnings is a well-researched and documented topic (see, 
for example, the much cited Becker, 1962, or, more recently, Blundell et al., 2005). Access to higher 
education is therefore crucial for intergenerational mobility. The premium of a higher education degree 
is, however, not constant across subjects. Medicine warrants a very high premium, while Creative Arts, 
for example, is much less rewarding in expected average income terms (see, for example, Arcidiacono, 
2004, Chevalier, 2011, Walker and Zhu, 2011 or Britton et al, 2016). Several determinants may help 
explain the differences in terms of income premiums, for instance difficulty level, scarcity of supply or 
of demand for those graduates, differences in productivity, corporative power, employers and unions’ 
strength, among many other possible explanations.

A very interesting hypothesis is whether the household’s socio economic status also helps determine 
the choice of higher education subject, and consequently the student’s future income and social status. 
When controlling for other student characteristics, such as individual ability, does family influence choice 
of subject? This is a relevant question when addressing the constraints to social mobility. Do students tend 
to choose subjects similar to their parents’? Does family shape ambition on future professional careers?

There is already some empirical evidence on the influence of family background on the choices 
students make concerning their academic career. Most of these studies focus on pre-university choices 
and Anglo-Saxon countries, and show typically a strong correlation between parents and children’s 
educational attainment. Studies differentiating between degree fields of study in higher education are 
much more scarce.
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Van De Werfhorst et al. (2003), for Britain, showed that children take their parents’ social position 
as a reference for their own choices. They suggest that, after controlling for ability, students from higher 
social class backgrounds are more likely to choose socially more prestigious subjects like medicine or law.

To the best of our knowledge, this question has not yet been empirically assessed in Portugal. A recent 
study by Rego et al. (2018) has exposed some evidence that a similar phenomenon may be occurring in 
Portugal, demanding further analysis. Using data from four public universities on a cohort of almost nine 
thousand students first enrolled in higher education in 2009, the report includes a comparison between 
parents’ educational level and the study areas chosen by the students. The classification of study areas 
employs the Portuguese national classification of education and training areas (Classificação Nacional 
de Áreas de Educação e Formação – CNAEF).

Since only the major areas have been considered, it is difficult to rank them in terms of socio economic 
status. However, it is noteworthy that for example in the areas of ‘Education’ and of ‘Arts & Humanities’, 
traditionally associated with lower average incomes and social status (see, for example, Britton et al, 
2016), the relative percentage of students decreases the higher the parents’ educational level (vide the two 
top rows of Table 1). Only 0.4% of the students with both parents holding a higher education degree, for 
example, have chosen a degree in the area of ‘Education’. The opposite occurs in the areas containing for 
example law and engineering, customarily associated with higher incomes and social status. Medicine, 
always ranked first on social status or average income ranks, is in here classified together with nursing 
and social care, usually much lower in those ranks, and therefore it is not of much help for this analysis.

Although this evidence is somewhat crude, given the limitations mentioned above, it is nonetheless 
a hint that the relationship of interest, between family background and degree choice, may effectively 
occur, with significant implications in terms of social mobility. Therefore, this relationship will be in-
vestigated in more detail, using data on the individual students’ records.

In this empirical analysis, data from a cohort of students enrolled for the first time in the academic 
year 2009/10 at the Universidade de Évora, in Portugal, is used. Each degree program’s socio economic 
status is classified according to the International Socio-Economic Index of occupational status (ISEI), 
presented by Ganzeboom et al. (1992). This index was computed using data on education, occupation 

Table 1. Parents’ educational level and national classification of education and training areas (% first 
degree students) 

Both parents 
below 9th grade

At least 1 parent with 
secondary education

Only 1 parent with 
higher education

Both parents with 
higher education

Education 5.8 2.7 1.8 0.4

Arts & Humanities 22.2 19.4 17.7 17.3

Social sciences, trade & law 27.7 32.5 32.9 35.6

Sciences, math & computing 23.9 21.5 19.4 20.6

Engineering, manuf. & construction 8.8 12.7 14.2 16.2

Agriculture 0.9 1.3 2.7 2.0

Health & social care 6.5 6.0 6.5 4.3

Service sector 4.0 3.9 4.9 3.6

Total 100 100 100 100

Source: adapted from data in table 27 of Rego et al. (2018: 66)
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and income of almost 74 thousand men from 16 different countries. Other well-known indices of oc-
cupational status include for example Treiman’s Standard International Occupational Prestige Scale 
(SIOPS) and Goldthorpe’s class categories (EGP: Erikson-Goldthorpe-Portocarero). For a recent review, 
see Connely et al. (2016).

Since social status and social mobility are often associated with wealth, an alternative would be to 
use data on average income associated with each degree. The Institute for Fiscal Studies (IFS) regularly 
publishes data on average graduate earnings for different degrees (see for example Belfield et al., 2018). 
Medicine graduates are expected to earn 30% above the average graduate, while creative arts graduates 
will earn 25% below average. Also, Britton et al. (2016) show that British students from higher income 
families have median earnings, around 10 years into the labor market, around 25% above those from 
lower income families.

This option was discarded for two main reasons. First, it is very difficult to match all degrees in the 
sample with similar subjects in the IFS reports. Second, data was collected only for English graduates, 
and there are several seemingly differences with the Portuguese reality. Economics is ranked second, 
right after Medicine, and Nursing is ranked fifth, above Architecture, Engineering and Law, for example. 
As noted by Britton et al. (2016: 6), “estimates of the variation in graduates’ earnings are likely to be 
somewhat country specific”.

The ISEI index score ranges from 88 (medical doctor) to 10 (cook’s helper; agricultural and animal 
husbandry worker). From the 271 distinct occupation categories included in this index it was possible to 
identify the professions associated with each of the thirty three program degrees in the database. Since 
these occupations require a higher education degree, they are situated in the top half of the index. The 
sample hence varies between 84 (Veterinarians) and 42 (Professional Nurses).

In order to measure the family’s socio economic background, two main variables are usually favored, 
the parents’ academic background and the family’s income. To measure the parents’ educational level a 
quantitative classification system has been employed, from zero for parents with no schooling to eight 
for parents holding a PhD.

When assessed separately, the degree’s score is more strongly influenced by the mother’s educa-
tional level than by the father’s. However, correlation is higher when measured against an average of 
both parents’ educational level. Figure 1 shows the relationship between these two variables, seemingly 
corroborating the hypothesis that, on average, students from higher educated families are more prone 
to choose university degrees traditionally better regarded by society. According to the results from the 
sample, on average, for each additional value in the average parents’ educational level, students tend to 
choose program degrees 4.1 points above in the social score classification.

The second most used variable to characterize a family’s socio-economic background is income. This 
information is however not available in the students’ records, and therefore an indirect measure must be 
found. A possible alternative is to infer income from parents’ occupations. However, the major groups of 
the Portuguese Classification of Professions, used to classify the parents’ professions when the students 
arrive at university, are not very helpful to deduct income from professional status. For example, the 
same large group of ‘farmers’ may include the owner of large farms and also their laborers.

In fact, the Portuguese Classification of Professions is integrated in the latest International Standard 
Classification of Occupations (ISCO) from which Ganzeboom et al. (1992) ISEI was computed. Unfor-
tunately, the students’ records only register the major and sub-major ISEI groups, while Ganzeboom et 
al. (1992) go all the way to the minor and unit groups.
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A helpful indirect alternative is to use the information on scholarships awarded to students on the 
basis of their family’s income. Almost a third of the students in the sample has benefited from an income 
linked public scholarship somewhere while studying at university. Figure 2 displays the relationship 
between the average percentage of students in each program degree benefiting from a scholarship and 
that degree’s social status score. To help identify the global trend, a linear regression fit line and equa-
tion have been added to the figure.

Although the relationship is less clearly evident, since an indirect approach to measure families’ income 
is used, a negative relationship between a degree’s social status score and the percentage of its students 
benefiting from scholarships is nonetheless easily observable, suggesting families with lower incomes.

A complementary approach to identify the students’ family income is to consider the percentage 
of part-time students. Although some students may study while working for other motives, most do it 
for economic reasons. Figure 3 shows the relationship between the percentage of part-time students in 
each program degree and that degree’s social status score. Geological Engineering was removed from 
this analysis because its third curricular year consisted of a professional internship in a firm, and while 
there almost all students register as part-time students. Again, to help detect the global trend, a linear 
regression fit line and equation have been inserted in the figure. Figure 3 depicts a negative relationship 
between degrees’ status scores and the percentage of working students.

This evidence and the conclusions drawn from it must obviously be considered with the utmost 
care, since they rely on very simple statistics and visual observations of the available data. They are 
sufficiently important however to inspire a further more detailed analysis, with a larger set of data and 
using econometric methodologies able to eliminate confounding factors that may be influencing the 
conclusions. It is a well-documented fact that a student’s household context is relevant for the grades 

Figure 1. Degree ISEI status score and parents’ educational level (with linear fit line and equation)
Source: Serviços Académicos da Universidade de Évora and Ganzeboom et al. (1992)
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Figure 2. Degree ISEI status score and percentage of students receiving scholarships (with linear fit 
line and equation)
Source: Serviços Académicos da Universidade de Évora and Ganzeboom et al. (1992)

Figure 3. Degree ISEI status score and percentage of working students (with linear fit line and equation)
Source: Serviços Académicos da Universidade de Évora and Ganzeboom et al. (1992)
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obtained in pre-university studies and henceforth may eventually prevent some students from choosing 
more socially considered degrees that may eventually require higher grades.

In the study by Rego et al. (2018) for Portuguese students from four public universities, cited above, 
there is however no evidence that the parents’ educational level, for example, significantly influences 
dropout rates, time to completion or graduation final grades. The value of fees might also prevent stu-
dents from poor backgrounds to access degree programs associated with higher earnings, but this is not 
a relevant question in Portugal, where fees are low and financial support to poorer students is largely 
available. Also, students often select their degrees early, before the end of secondary education, and may 
adapt their grades to less demanding entry requirements, and, most importantly, the empirical evidence 
for other countries has already shown that, even after considering those factors, the relationship between 
a student’s family background and his/her choice of academic area still stands, and has non negligible 
effects on social mobility. For instance, Henderson et al. (2018) referred that educational decisions made 
between the ages of 14 and 16 in terms of subjects to study and type of secondary courses to attend 
are mainly socio-economically determined and, by putting students in certain educational pathways, 
reinforce ISM.

SOLUTIONS AND RECOMMENDATIONS

In Portugal, and in many other countries, the democratization of higher education attendance was not 
accompanied by increased social mobility. The OECD used the expression ‘broken social elevators’ 
when referring to the growing inequality of income and opportunities observable around the world 
since the 1990s (see OECD, 2018). One of the reasons for the failure of education to bridge existing 
socio-economic gaps may be the type of program attended by higher education students with lower 
socio-economic status. As shown in this empirical analysis and as noted inter alia by Bratti (2006), such 
students tend to prefer ‘softer’ educational fields (such as arts, humanities and social studies). The same 
author states that these are the areas for which returns tend to be lower and family networks are more 
important in determining future success in the labor market.

There is evidence suggesting that the choice of university programs is influenced by previous school 
performance and personal preferences, but especially by the opinions of family members and friends, 
and thus by social class (see, for instance Rodeiro, 2007). It has also been shown that the pathways of 
students after the age of 18 may have been determined, and in some cases limited, some years before. 
Henderson et al. (2018) show that curriculum options at 14-16 matter for individuals’ educational tra-
jectories and that the children of better-off families are more informed and better guided to make the 
decisions which will produce the highest future gains.

In Portugal, for example, children as young as 13 may be offered vocational courses in basic educa-
tion if they are perceived as not academically inclined. Such students, who are often from low socio-
economic status families and do not have at home the informed advice and the conditions that promote 
their school performance, tend to choose what they anticipate as less demanding, probably without fully 
reflecting on all the consequences of such facility. Not many of such students continue their education 
past the age of 18 and, when they do, they are not able, for lack of grades or for not having attended the 
necessary courses, to enter the most profitable higher education programs. There is thus a cumulative 
process gradually but consistently reducing the number and the quality of educational options available 
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for these youngsters. Many give up on education on reaching 18 or by the end of secondary school. 
Those who continue, more often than not tend to attend less prestigious and rewarding tertiary education 
programs (Ianelli et al., 2016).

From a policy point of view, and given that segmented academic pathways in pre-higher education 
have been linked to intergenerational social immobility (Iannelli et al., 2016, or Hao and Pong, 2008), 
efforts should be made to reinforce current strategies to prevent early school dropout with attempts to 
increase standardization of curricula. The work currently developed by psychologists in basic and second-
ary schools, with the objective of identifying students’ preferences in terms of future areas of study and 
work should be complemented with intervention programs targeting low socio-economic status students 
and families. This could not only promote youngsters’ academic performance but also guide and inform 
them on the consequences of curriculum choices that diminish the range of future opportunities and 
jeopardize the monetary and social return of professional lives.

FUTURE RESEARCH DIRECTIONS

Research has shown that higher education attendance promotes ISM. Nevertheless, a number of fac-
tors may prevent graduates from less advantaged social backgrounds from climbing up the social and 
economic ladders. In some countries, for instance the UK, progress in educational mobility has not pro-
moted social and economic mobility. There are thus obstacles preventing education from performing its 
theoretical role as a driver of ISM. Various research avenues have already been explored to disentangle 
the interlinked causes of such failure. Some authors have assessed the implications of differences in the 
perceived quality and prestige of individual institutions in national higher education systems (Brezis 
and Hellier, 2018), others have focused on the type of program attended at university and on their varied 
labor market returns. Fewer research efforts have been directed to investigate the implications in terms 
of ISM of what happens before higher education. The studies already developed suggest that segmenta-
tion of educational paths in pre-tertiary education may have a non-negligible impact on the lives of the 
socioeconomically less favored students. Future research should thus focus on assessing the impact of 
early stratification in school pathways. Comparisons of the strategies adopted in different countries and 
assessments of primary (related to academic performance) and secondary (over and above academic 
performance) effects of early curriculum stratification could not only lead to a more clear identification 
of causal links between early educational choices and socio-economic mobility, but would also help 
devising more effective policy measures to prevent the impact of family status on basic and secondary 
school performance and, subsequently, on ISM.

CONCLUSION

This chapter reflected on possible reasons justifying the apparent failure of ‘social elevators’ observable 
since the end of the past century in many OECD countries. Research results obtained so far indicate that 
although assess to higher education has been democratized and the children of parents with relatively low 
levels of educational attainment may often outperform their elder in this respect, persistence in income 
and social status tend nevertheless to subsist.
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Since it is not solely attendance of higher education, but also the type of program attended, that is 
relevant when considering potential for social mobility, it was examined whether there is evidence in 
Portugal of socially determined choices in this context. Rego et al. (2018) confirmed that social class 
appears to play a role in students’ academic pathways. Further analysis focused on a single Portuguese 
university - Universidade de Évora - was developed using instruments that provide a more specific, 
although far from definitive, idea of what occurs in the country.

The developed assessment indicates that program choice is related to the parents academic attainment. 
The higher the percentage of both parents with higher education, the lower the percentage of students 
in education or arts and humanities’ programs.

Professional occupations are also vital to understanding social stratification. Therefore, occupation-
based socio-economic measures, as the International Socio-Economic Index (ISEI) utilized in this 
study, are useful to provide quantitative indicators of social status for degree programs attended by the 
students. The analysis suggests that there is a positive relationship between degrees’ ISEI status score 
and socio-economic status.

Students from lower social status families tend to attend university programs that divert them from the 
more profitable and prestigious professional occupations. Some authors have suggested that the choices 
students make at university are the result of educational decisions taken before, at basic and secondary 
education. Sometimes, academic difficulties experienced at early stages of education lead students to 
choose, or being advised at school to choose, professional pathways or disciplines that are expected to 
present a lower degree of difficulty. Such choices later translate in fewer opportunities in higher educa-
tion and may end up channeling youngster to ‘softer’ programs which are also less profitable in social 
and economic terms.

The results of this chapter are relevant at various levels. For students and their families, to allow better 
informed choices of subjects when considering higher education. For secondary schools, to help student 
advice and guidance offices. For institutions of higher education, to better understand the determinants 
of demand and plan the array of degrees to offer. For policy makers, concerned with the efficiency of 
the higher education system and the important issues of social mobility. Education is an investment and 
is costly, both for the students and their families, and for taxpayers. It is thus important to have more 
accurate information on the returns to such investment.
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KEY TERMS AND DEFINITIONS

Educational Persistence: Strong association between educational attainment and performance across 
generations of the same family.

Income Inequality: Uneven distribution of revenue flows (salaries, interest on savings, dividends, 
rents, and profits) across families of the same generation.
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Income Persistence: Strong association between incomes across generations of the same family.
Intergenerational Social Mobility: The relationship between the socio-economic status of parents 

and that of their adult children.
Social Status: Social status may be measured by the level of income, wage, social class or occupa-

tion. Sociological analyses are usually focused on social class and occupation, and economic ones on 
income and wages.

Social Stratification: The ranking of people in a society’s categories according to status (i.e., levels 
of income, social class, or education).
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ABSTRACT

Innovation has been increasingly becoming a major competitive differential for companies. However, 
innovation alone is not enough. Innovations encompass new products to new business models, but they 
need well-defined strategies to deliver value according to the market needs and to be well accepted. 
Innovations looking at differentials for the users should consider their problems, including products 
and services, so that they can promote solutions to meet the users’ expectations. Therefore, the involve-
ment of stakeholders in the innovation process who are beyond the organisation’s frontiers, such as 
users, is important as it allows the inclusion of new abilities, resources, and knowledge in the process 
of development.
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INTRODUCTION

Developing countries frequently seek ways to grow economically, and innovation can be considered a 
means of providing this growth (Vrgovic et al., 2012). According to Johnson (2001), innovation is any 
type of change in current patterns made which is available to the market to deliver value, thus innovation 
can arise from an idea for a new product, new service or new business model.

This chapter will address open innovation in the product development process (PDP). The PDP is 
defined by Rozenfeld et al. (2006) as a set of activities capable of creating specifications for product 
and its production considering the market needs and technological restrictions. Throughout the PDP, 
companies can analyse the context of product use, identify the needs of both market and users, and 
propose solutions that aggregate value and meet the users’ expectations by making their product more 
competitive (Pietzsch et al., 2009, Rozenfeld et al., 2006, Vincent, 2004).

Open innovation is a collaborative one which occurs when companies open their innovation frontiers 
and collaborate among themselves and with others interested in the project by exchanging knowledge, 
resources and abilities. This often enables the resolution of the need for internal resources and fosters, 
mainly with work specialisation, the exchange of improved mechanisms among the different parties 
involved to increase innovation returns (Katzy, Turgut, Holzmann, 2013).

In this case, an important practice of open innovation is the user’s active involvement. The participa-
tion of the user allows the development team to acquire new knowledge, resources and abilities, which 
can increase the likelihood of successful innovation.

In large companies, managing open innovation is challenging. Open innovation usually begins in a 
more decentralised way where some divisions are somehow being practised. For the organisation of open 
innovation it is necessary to look at the degree of centralisation and the level of autonomy of different 
organisational units within the large enterprise (Chesbrough, 2003).

Thereby, a PDP with a well-structured communication system allows for efficient development of the 
product. This enables re-feeding of the PDP with relevant information as well as solution for challenges 
and obstacles for the final product production. Therefore, it is essential to implement communication 
strategies during this process (Kunsch, 2003).

These communication strategies are crucial for structuring the communication between development 
team and users during the product development process. Therefore, message receivers, message objec-
tives and reception analysis will be considered. This helps the parties to be in constant communication 
with each other and contributes to the participation of the user in the project (Bueno, 2003).

Prototype is a tool for improving both communication strategy and active participation of the user 
by assisting the parties involved in the project to interact with each other, to express their ideas, to reach 
common understanding, to assess and validate the project for an innovative product meeting the users’ 
expectations accordingly (Brennan, Downs, Casper, 2010, Neubeck et al., 2016, Rudd, Stern, Isensee, 
1996).

That said, prototype becomes an important communication tool for aggregating more value to open 
innovation. Communication and understanding of the project by the involved parties are key factors for 
a successful open innovation, since they facilitate the direction of the project, product, decision-making 
process and identification of the users’ needs (Rudd, Stern, Isensee, 1996).

Therefore, this chapter presents a case study in Brazil in order to understand the communication 
between development team and users of innovative products by means of prototypes. By analysing the 
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case study as well as communication theories and techniques, it was possible to make recommenda-
tions to assist the development team in communicating efficiently with users during prototype tests of 
healthcare products.

These recommendations will be of great value to the development team seeking to cope with com-
munication with users regarding prototype tests. This is likely to enhance open innovation with users and 
consequently will support the companies’ growth in developing countries, thus helping them economically.

LITERATURE REVIEW

Innovation Setting in Brazil

Innovation in developing countries often faces great difficulties. According to Vrgovic (2012), companies 
situated in developing countries – mainly small and medium-sized ones – have to cope with resource 
limitations, low-creative employees and lack of comprehension about the idea generation process, in-
cluding mediation of research and interactions with customers, which are interesting sources of new 
ideas and directions for the project.

Brazil is highlighted as one of the most important emerging economies in the world. Due to the dif-
ficulties of innovation, however, the country’s industrial exports consist largely of natural resource-based 
commodities requiring little technological innovation (Lemos et al., 2005).

One of the main factors for such a difficulty is challenged by the creation of favourable conditions for 
innovation, with lack of synergy among innovation agents being one of the main obstacles – the forma-
tion of collaborative arrangements to boost innovation (Cassiolato, Britto& Vargas, 2005).

This collaborative scenario is very incipient in Brazil, with organisational internal information being 
more important than to external one for innovation. Nevertheless, it is interesting to mention that 32% 
of the companies with innovation activities in Brazil consider information from suppliers and customers 
as being highly important for innovation (Cassiolato, Britto& Vargas, 2005).

This factor is one of the clues showing that the Brazilian scenario is constantly changing its innova-
tion perspective for improvement of the national industries’ competitiveness (De negri et al., 2005). In 
addition, R&D (Research & Development) investment proportional to the national companies’ revenues 
is already higher than that of the branches of international companies operating in Brazil (Lemos et al., 
2005).

It is worth emphasising that Brazil is a large country with great cultural, financial and structural 
differences. This characterises huge inequalities in productivity across the regions, in addition to the 
innovation difficulties faced by small companies situated out of the major technological centres (Lemos 
et al., 2005).

Despite the difficulties, the south-eastern region of Brazil (particularly the State of São Paulo) stands 
out for having supremacy in innovation. This characterises the region as being the country’s largest 
industrial centre, accounting for 53% of the industry employees and 62% of the production value. More-
over, this region also accounts for 68% of the country’s total exports and 69% of the total imports. This 
highlights the industrial activity and innovation in the south-eastern region of Brazil (Lemos et al., 2005).

Despite the political and institutional factors and the high concentration of industries in terms of 
localisation and innovation, investments have been made in transports, telecommunications, energy 
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and infra-structure across other regions in order to provide structures of urban networks and to attract 
industrial activities, thus helping disperse industrialisation in Brazil (Lemos et al., 2005). Figures 1 and 
2 show the concentrations of industries and innovations, respectively.

This demonstrates the Brazil’s race for development by means of innovation. The companies began to 
understand the factors in optimising innovation as well as the resulting benefits, and they have initiated 
the development of pro-active attitudes in order to create a high degree of competitiveness for the Bra-
zilian companies (De Negri et. al., 2005). Therefore, Brazil becomes a promising source of innovation.

As an example of innovation, the interpersonal communication is inserted into the corporate context. 
Considered a competency for facilitating the product development process in the companies, interper-
sonal communication is a differential in the corporate world. Therefore, communication is an important 
instrument to guide the development team during the product development process (Pedrotti et al., 2017).

For the development of communication, it is necessary to establish communicative strategies in order 
to structure the user’s response, making communication more efficient and thus boosting the company’s 
competitiveness in the labour market. However, companies do not use communicative strategies to in-
crease the effectiveness of the product development process (Pedrotti et al., 2017).

Figure 1. Presence of industrial local units - 2000
Source: From Lemos, M.B. et al. Territorial dispersion of the industry units in Brazil. Innovations, technological patterns and 
performance of the Brazilian industrial companies. Brasilia: IPEA.], v. 1, pp.325-364, 2005.
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Open Innovation and Communication

Innovation consists basically in creating something which is innovative and promising (Porter, 1989). 
Creating new ideas has become the main differential between companies, as better results can be ob-
tained (Reed et al., 2012).

For many years it was believed that companies should produce their products in-house. However, 
with the nowadays’ technology and Internet, the companies have realised that open innovation brings 
great benefits and as a result they are now open to partners (e.g. customers, researchers, among others) 
during the innovation process, which allows information to be openly shared (Johnson, 2001).

Open innovation is characterised by inflows and outflows of knowledge, which aims to accelerate 
internal innovation and allow market expansion for use of the innovation (Chesbrough, 2003, 2006).

The number of companies adopting the strategy of open innovation and the investment of these 
companies in it have been growing every year. However, the investment is still small compared to other 
innovation strategies. Open innovation accounts for only 10% of all investment companies making in 
innovation strategies (Brunswicker 2018).

Figure 2. Presence of industrial companies making innovation and differentiation of products - 2000
Source: From Lemos, M. B. et al. Territorial dispersion of the industry units in Brazil. Innovations, technological patterns and 
performance of the Brazilian industrial companies. Brasilia: IPEA.], v. 1, pp.325-364, 2005.
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Open innovation has become a model of innovation management in the 21st century as companies 
can opt for either acquisition or licensing of innovation projects or processes from other companies, 
universities or research studies (Criswell &Martim, 2007).

However, Brunswicker (2018) mentions that open innovation does not work for all companies. This 
is due to lack of organisational structure, perceived benefits, high risk, difficulties, lack of management 
capacity and high cost. Therefore, the reports are not used and the companies end up abandoning the 
open innovation strategy.

In this way, companies adopting open innovation need to be pro-active and seek strategic partners 
who can bring ideas and concepts which result in better outcomes in terms of market and implementation 
(Terra, 2007). Brunswicker (2018) and Gershman (2018) report that customers are the main partners 
for open innovation in large enterprises. According to their studies, 76% of the projects consider their 
clients as the main sources of open innovation.

This evidences the importance of communication, which is also corroborated by Kujala (2008) and 
Peleg et al. (2009), who emphasise that communication between the parties involved in the project is 
essential for a successful open innovation with involvement of the user.

It is important to consider receivers, message objectives and reception analysis in the communication 
process in order to develop products efficiently and generate innovation (Bueno, 2003).

The development of a product occurs due to an inherent communication system, which ensures feed-
back and survival before the challenges and obstacles in the production of the final product. Therefore, it 
is vital to implement communication strategies during the product development process (Kunsch, 2003).

Communication by Means of Prototypes

The concept of open Innovation requires extensive empirical research, testing and development. Com-
munication allows the exchange of information sources distributed in the process of open innovation. 
Prototyping and visual representation, which is called “innovation technology”, help companies support 
open innovation (Dodgson et. al., 2006).

Communication between the parties involved in the innovation during the development of products 
is difficult because of the language difference among the project participants. For example, engineer’s 
language is more technical than that of users and this gap makes mutual understanding among the parties 
difficult, often having repercussions on the communication and resulting in loss of information, which 
could be used to improve the product (Katzy, Turgut, Holzmann, 2013, Peleg et al., 2009).

As both development team and users participate in the project and they need efficient communica-
tion for the success of the product, this obstacle should be reduced and prototype can play an important 
role in this sense by improving communication among the parties (Kujala, 2008, Neubeck et al., 2016, 
Peleg et al., 2009).

The prototype helps the development team in the communication and understanding of the product’s 
usage and user’s profile, making assessment, validation, requisite management and new ideas more 
efficient and favouring improvement of the product’s specification (Brennan, Downs, Casper, 2010, 
Rinkus et al., 2005).

Prototype is the materialisation of an idea, that is, the representation of a final product. Its function 
is to create interaction between the parties involved in the project in order to provide a common under-
standing of the final product by visualising it (Neubeck et al., 2016, Rudd, Stern, Isensee, 1996). The 
final product’s functionality and characteristics are reproduced in the prototype, thus allowing a better 
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understanding of the user’s context and product’s usage among the project participants and, consequently, 
stimulating the generation of new ideas and improvements (Borgers, Horst, 2014).

The prototype is used as a learning tool in the characterisation of the product, such as: product’s us-
age, user’s expectations and technology. It can also be used as a means of persuasion and as a vehicle 
to stimulate discussion (Borgers, Horst, 2014).

Interaction with prototype enables communication through a concrete model, which causes decision-
making to be quick and assertive, and allows focusing on the project’s most relevant aspects for the user 
and generating learning and new ideas (Chiou et al., 2014, Rudd, Stern, Isensee, 1996).

When prototypes are used in the product development, one can better define the idea for the interested 
parties on how the product will perform. This enables the involved parties to have a clear understanding 
as the development team characterises the project by providing information while the users give feedback 
(Rudd, Stern, Isensee, 1996).

An example comes from Peleg et al. (2009), who observed that the creation of a prototype of foot 
support system for diabetic individuals assisted in unifying the language and interaction analysis between 
users and development team, thus directing the project. Another example is reported by Schleyer et al. 
(2007), who materialised the idea (i.e. prototype) of a 3D system for dentists to generate information 
for conceptualising the product.

Overall, prototype is a common reference for the parties interested in the project as it enables infor-
mation sharing, communication between the parties and both generation and integration of knowledge 
for innovation. Prototype is developed from a collaborative process involving company’s staff and also 
the parties interested, but who are out of the organisation (i.e. users) (Peleg et al., 2009).

METHODOLOGY

A company with a considerable market share in Brazil presented a challenge to five groups (teams) 
of material engineering students of the School of Engineering of São Carlos, University of São Paulo. 
Therefore, a competition among the teams was conducted with the aim to develop innovations in inhal-
ers and to select the best proposal.

Each team followed the same development methodology by using the design thinking approach with 
emphasis on user-centred design (UCD). The teams were randomly formed and closely monitored and 
assisted by UCD specialists and by the company’s product development co-ordinator, including a regula-
tory and quality professional. The company’s chairman sponsored the project.

The teams were composed by students of the Materials Engineering course at the School of Engineering 
of São Carlos at the University of São Paulo and were randomly distributed. The task of each team was to 
produce an inhaler prototype, according to the innovation proposal, for assessing the product’s usability.

The inhaler/nebuliser is an electrical device to be plugged into the outlet. The liquid medicine is 
placed into it to be transformed into vapour before being inhaled through a mask. It is used in cases of 
flu, colds and inflammation in the lungs and bronchi. In addition, the mist the nebulizer produces is very 
good for relieving cough and stuffy nose.

After being built, the prototypes were submitted to tests together with the users so that they could give 
suggestions, evaluate, modify and improve the product’s innovation, thus meeting the user’s expectations. 
The teams were instructed to engage actual users of the product and develop its conceptual prototype, 
which had to be functional and provide interaction with the user.
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The users were those using inhalers and/or caregivers of people using inhalers. The users were re-
cruited from public places and social networks provided that they the needed to use the inhaler or were 
a caregiver of someone who uses the inhaler.

The tests were carried out at the School of Engineering of São Carlos, University of São Paulo, and 
constituted a case study to evaluate the students’ communication (development team) with the users 
through prototypes. It is worth mentioning that it was a laboratory test aimed to generate tips to structure 
the communication between development team and users on the prototypes. However, it is necessary to 
test the prototypes in real companies to capture their value.

Case study is a research methodology described as an intensive, systematic investigation of a single 
individual, group, community or some other unit in which the researcher examines in-depth data on 
several variables. According to Sandelowski (1996), this method of research allows the researcher to 
take a topic and narrow it down into manageable research question(s). Moreover, data on case studies 
are often qualitative.

Specialists in innovation and product development were selected to assess the prototype tests by 
observing the teams and making annotations about their considerations as well as about those from 
users. A previous meeting was held to determine the procedures to be taken during observations and 
how to perform annotations and audio recordings of the tests’ contents. A script was used to guide the 
specialists in these procedures.

The teams performed the prototype tests without being exposed to the theoretical grounding of com-
munication so that such knowledge could not help them in the communication process between team 
and users during the tests and suggest recommendations with communication strategies. Therefore, the 
objective of this experiment was to assess how the communication process occurs during prototype tests 
and to indicate communication strategy recommendations.

Descriptive data and audio recordings of the observers were collected and the teams were asked 
to prepare a conclusive report on the perception of each member regarding the prototype test process.

The whole content was analysed and any difficulty reported in the teams was highlighted, mainly 
regarding communication management and assertiveness during the prototype test with the users. Based 
on these analyses and the literature, recommendations for communication between users during the 
prototype tests were proposed, which can assist development teams in improving the open innovation 
for the product.

RESULTS

This work unites two areas in order to achieve our objective: speech therapy, as a science concerned with 
communication and related disorders, and innovation management, which is concerned with developing 
innovative products capable of meeting the user’s needs efficiently. The theory of communication serves 
as a tool for innovation management in order to assist the members of the product development team 
in obtaining more effective results when they communicate with users during a prototype evaluation.

The communication between the teams and users regarding the prototypes was analysed in view of the 
communication elements (Figure 3), with primary focus on message. All the teams used the prototype 
as a code, whereas users and development teams were considered receivers and senders, respectively. 
The other elements could not be analysed in view of the data collected. It is worth emphasising that a 
group of common users were selected by the company before being randomly assigned to each team.
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In this way, the communication process of each team was analysed. From this analysis it was pos-
sible to describe how each team structured themselves for the communication process (Table 1), thus 
facilitating its understanding and demonstrating the different forms of structuring the communication 
between the teams.

After analysis and characterisation of the different forms of communication process structure among 
the teams, their communication strategies were identified according to Gumpers (1998), Boch (2002), 
Barbeiro (2003), Kyrillos& Jung (2015).

Figure 3. Shannon and Weaver’s communication model
Source: Adapted from Shannon, Claude E. & Warren Weaver. The Mathemathical Theory of Communication. Urbana, IL; 
University of Illinois Press, 1949.

Table 1. Structure of the communication process

Team Structure created by the teams for the communication process in the prototype interaction

1 • Lack of defined communication strategy 
• No communication to generate better feedback

2

• Simulation of the real environment for prototype application 
• No communication to encourage users to speak more 
• Team neither related the verbal language to non-verbal language nor consolidated the knowledge after interaction with 
the user

3 • Team had poorly organised and planned the communication structure for interaction with the user 
• Team was not prepared to handle different profiles of users present in the interaction

4 Whether the team elaborated guidelines with open or closed-ended questions called “Prototype Assessment”

5 Team had poor communication structure, but they managed to obtain information during interaction with the users and 
guided them verbally

Source: Elaborated by the authors.
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According to Kyrillos& Jung (2015), it is crucial to formalise the objective of the communication 
and to plan the communication process so that communication can be organised and directed. This 
makes understanding between sender and receiver easier as well as enhances generation of knowledge. 
In addition to formalisation of objective and planning of the communication process, it is necessary 
that senders become aware that receivers often have a different view, meaning that senders should adapt 
their language to understand receivers and learn about them more efficiently. Therefore, it is extremely 
important that communication flexibility occurs during the interaction between sender and receiver so 
that the former can understand the latter’s point of view.

Boch (2002) and Barbeiro (2003) support that in addition to the speech, it is essential to have a suit-
able environment for providing effective communication, which favours the interaction between sensor 
and receiver. The authors also reported that during interaction it is necessary to adapt the language to the 
receiver, but care should be taken so that persuasion favours an efficient response rather than inducing 
him or her to give an expected one, but not true. Moreover, when finalising the communication process, 
it is important to consolidate the knowledge to allow the messages being exchanged during interaction 
to generate positive results according to the objective of the communication.

Gumperz (1998) points out that it is important that the sender gives attention to the sociolinguistic 
clues, since they signalise that the interlocutor has the intention to hold a conversation. These clues often 
may be non-verbal, with implicit meanings such as vocal resources (i.e. intonation, modulation, pause) and 
gestures. Therefore, one has to be attentive to the connection between verbal and non-verbal languages.

Verbal language covers only 7% of the human communication, whereas non-verbal language – which 
involves body postures and facial expressions, covers 93%. Recognition of facial expressions during the 
sender-receiver interaction produces a more accurate perception of the communication process, thus 
increasing empathy and allowing the conversion to be conducted depending on the receiver’s response 
(Ekman, 2003, Elisha, 2005).

From these communication strategies addressed in the literature, their evidence was identified in the 
communication between development team and users during prototype tests. Therefore, according to their 
application, the efficacy of these strategies was assessed based on the theory of communication and the 
results were used in the innovation process. Lastly, it was possible to generate specific recommendations 
for the development team and obtain better results with adequate use of the theory of communication 
for optimising the open innovation along with the users during the prototype tests.

The following evidence were identified for the 7 strategies found in the literature:

FORMALISING THE OBJECTIVE OF THE COMMUNICATION

It was observed that Team 1 has clearly determined a proposition to communicate with users. The team 
asked the users to evaluate two prototypes and then to report which had been less noisy, stronger and 
more comfortable.

In terms of communication, the use of this strategy was found to be completely achieved as the teams 
managed to obtain responses from the users. However, communication might have been more efficient 
because the questions consisted of binary answers only, which allowed no communication fluidity. In 
terms of innovation, one can consider that the teams achieved their objectives partially as they managed 
to obtain the expected results. However, they might have used the communication to explore new ideas 
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as the users, despite not being oriented, made comments spontaneously and this led the teams to discuss 
new ideas. It is worth emphasising that, because of the lack of guidelines on communication, the teams 
depended on the users’ pro-activity.

Recommendations: For involvement of the users with the prototype, it is important to have a clear 
aim for communication and to select the number of opened and closed-ended questions for achieving 
the proposed objective. Closed-ended questions with binary answers should be specific and generate 
direction questions, that is, open-ended questions for obtaining more effective results, if needed. This 
will serve as guidelines for the development team and will support the whole process of communication.

PLANNING THE COMMUNICATION PROCESS

It was observed that Team 1 has informally determined a communication structure. The members of 
the team had previous knowledge of the communication objective, but no formal script to follow, which 
resulted in lack of standardised communication with several users. In this way, the development team 
had difficult to direct the communication.

An evidence of the importance of the communication planning was reported by Team 3: “It’s neces-
sary to have guidelines for the development team to orientate the users, but it’s also important to listen 
to what they say spontaneously that could aggregate knowledge”. This shows that Team 3 managed to 
realise that communication is important in the process, but they did not manage to structure the com-
munication for achieving the proposed objectives.

Other important evidence was the use by Team 4 of simple guidelines lacking any theoretical sup-
port, but which was useful to previously structure the communication between its members as they could 
organise themselves and achieve a clear common objective.

In terms of communication, this strategy was considered to be partially performed by Team 1 as they 
found it difficult to communicate with the users, meaning that the communication process was poorly 
structured. It was observed that there was no coherence regarding the users’ information, since their com-
ments had been spontaneously made in most of the time. Moreover, the development team perceived the 
importance of identifying the user’s profile to develop an adequate communication. This was observed 
in comments such as “there was much diversity in feedback because of each type of user” and “it’s hard 
to conduct prototype tests because each user has divergent opinions”. This team also pointed to the need 
to consider the spontaneous comments by users: “their evaluation has made us consider new ideas”.

On the other hand, Team 1 had a negative performance in terms of communication as they had no 
previous preparation for communication strategies and organisation, which produced diverse reports, 
and for this reason the team had difficulty in obtain information and guide the project. Team 4, in fact, 
had a positive performance as they managed to obtain more assertive answers from the users while not 
allowing them to generate new ideas.

In terms of innovation, Team 1 found it difficult to cover all the aspects which should be evaluated 
and develop an effective communication for doing so. After interaction with the prototype, Team 1 per-
ceived that communication should “cover everything that must be evaluated”, but they should instead 
emphasise “what must be evaluated before interaction”. In this way, the team was not prepared to obtain 
useful information from the user in order to generate innovation.
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Team 3 had a negative performance in terms of innovation as they did not manage to use the users’ 
comments, despite the great amount of information collected, and transport them into knowledge for in-
novation. This happened because they had neither a planning nor a structure for that. On the other hand, 
Team 4 had a positive performance as they used guidelines on communication, which helped them in 
planning, structuring and organising the information gathered in order to convey a clear understanding 
to the receiver. Moreover, they managed to collect a higher number of assertive answers, allowing data 
to be tabulated and graphs constructed for better knowledge and consequently better direction of the 
project. It is worth emphasising that the team asked closed-ended questions for this goal, but they also 
asked opened-ended questions to explore possible new ideas from the users.

Recommendations: The communication process should be structured to allow exploring more ef-
ficiently the users’ answers. It is important to identify the receiver to ensure that the communication is 
organised accordingly in order to achieve the proposed objective. It is also important to develop com-
munication by using specific questions (i.e. closed-ended) to identify and assess the problem and then 
apply exploratory questions (i.e. opened-ended) to better understand the user’s needs and find a possible 
solution. It is recommended that questions (e.g. “Which is better or worse?”) be matched and scores (“Did 
you like it or not?”) as they aggregate less knowledge to the team. Binary answers should be specific 
and generate direction questions to obtain more effective answers, if needed. Questions such as “Which 
is the most silent?”, “Why didn’t you like it?” and “If it were different, would you be interested in the 
product?” aggregate more knowledge and should be used to generate specific knowledge.

When the user makes comments spontaneously, one should proceed with investigating under which 
circumstances he or she reported them, such as “I had difficulty in using the product with my son”, but 
Team 1 did not ask about possible solutions.

As for the users’ comments, one can observe that a comment such as “I don’t like the intake pipe 
because it has no firmness” should have been addressed by asking the question “How do you think it 
could be more firmness?” This communication strategy takes advantages of the user’s spontaneous com-
ment to generate knowledge. Therefore, one should emphasise the importance of using communication 
to make the prototype evaluation effective.

In addition, it was observed that the intake pipe was being used differently from that planned. There-
fore, the development team should ask the user the following question: “Do you think the intake pipe 
should be positioned in this way? And if I put it in this way (move to the team’s initial proposition), does 
it get better or worse?” Next, the way how the intake pipe was used and which is the user’s preference 
should be annotated. If relevant, the next users should be asked about the two ways of using the intake 
pipe, thus allowing better direction of the user’s answers.

In this way, one can conclude that it is important to plan the communication process with previous 
selection of the user’s profile and to structure the questions (i.e. opened and closed-ended) for possible 
answers so that the development team can achieve more efficient results and generate innovation by 
means of communication with users during the prototype tests. Communication should be developed 
from knowing the characteristics of the user/future customer, such as age, gender, socio-economical status 
and education level. Communication with men should be clear, objective and concise. For women, it is 
essential to detail the product. As for age, it is necessary to convey credibility to older individuals through 
clear communication and to younger individuals through concise and dynamic language. Lastly, in terms 
of socio-economical and educational levels, it is important to characterise the product by revealing its 
origin, that is, the socio-educational values aggregated to the product.
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ESTABLISHING A SUITABLE COMMUNICATION ENVIRONMENT

Team 2 planned the development of an environment mimicking a child’s bedroom to test the prototype 
in a real-use simulation test. Nevertheless, the users refused to participate in the tests in the way planned 
by the team because they did not feel comfortable with the environment prepared during the interaction, 
that is, the users did not want to lie down on the mattress placed directly on the floor.

In terms of communication, this strategy was not considered to be satisfactory as the physical space 
for prototype tests failed in welcoming the users.

In terms of innovation, therefore, the development team had difficulty in performing the tests as the 
product was to be used with the patient lying down and some assessments had to be made differently 
from the reality.

Recommendations: It is important to provide an interactional environment where the product will be 
used. If it is not possible, it is essential to simulate the interactional environment as close to the reality 
as possible and provide maximum comfort to the user. When the simulation environment is not accepted 
by the user, it is also important to consider that this can impair the assessment. The user’s emotional 
state may let him or her feeling indisposed to participate and/or anxious to finish the interaction with 
the prototype, which may influence negatively the results. Usability laboratory is an excellent option as 
it represents a reliable environment.

RELATING VERBAL LANGUAGE TO NON-VERBAL LANGUAGE

Because Team 2 intended to communicate with the user by means of the prototype, non-verbal commu-
nication was a clear proposition. However, they did not manage to develop a non-verbal communication 
and thus they could not relate it to the verbal communication during the interaction with the user. The 
observer found that users used the product differently from that planned, but the team did not demon-
strate to be aware of the inadequate use of the prototype despite the verbal response of the users, which 
indicated a contradiction between their verbal and non-verbal languages.

In terms of communication, this strategy was considered to be poorly performed as the relationship 
between verbal and non-verbal communications was neither observed nor analysed by the development 
team.

In terms of innovation, the lack of assessment of the user’s non-verbal language compromised the 
results of the development team, since they did not explore the possibilities of using the initial prototype 
differently, nor assessed whether the initial proposition was effective or not.

Recommendations: In order to ensure that the development team can relate verbal language to the 
non-verbal language, one should consider that both forms of communication must be connected so that 
the user’s needs, suggestions and comments can be captured, thus allowing the development team to 
guide the project more efficiently.

For instance, when the user is asked to approve or not a prototype item, he or she uses verbal language 
(i.e. speech) by saying “yes”. However, non-verbal language in which the head moves horizontally from 
one side to another, indicating rejection, or the face expresses contempt, makes us perceive that verbal and 
non-verbal languages are not connected, meaning that the user actually does not approve the prototype. 
In this case, it is necessary a careful evaluation of the language as we know that non-verbal language is 
more revealing than verbal language.
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CONSOLIDATING KNOWLEDGE AFTER COMMUNICATION

After the prototype test, Team 2 performed consolidation of the knowledge acquired during it. How-
ever, they did not manage to organise the communication so that its members could be aligned with the 
new knowledge acquired. In this case, the team communicated with the users on a disorganised basis, 
that is, they used no annotations and directions. This only generated comments with no discussion and 
often without any purpose, which made it difficult to select and transform the information into useful 
knowledge for the project.

In addition, the contribution of the team members was found to be impaired because some participants 
added no knowledge, since they remained silent or made useless comments, that is, with no positive 
factors for development of the final product. In this way, it is necessary to consolidate the knowledge 
after communicating with users on a structured and organised basis.

In terms of communication, therefore, this strategy was considered to be poorly performed because 
it is probable that the development team had no common understanding of the comments made by the 
users during the prototype tests.

In terms of innovation, the lack of discussion and analysis of information between the team members 
results in poor utilisation of information gathered and measured during the interaction with users.

Recommendations: After involving the users and communicating with them by means of the prototype, 
it is important to consolidate the new knowledge in order to ensure that all members of the develop-
ment team be aligned with the knowledge acquired, thus enabling them to select information needed to 
improve the final product.

For example, the development team obtained the following comments during the interaction with 
users: “nobody is using the intake pipe at all”, “I don’t like using the intake pipe because it has no firm-
ness”, among others. One can note that these comments aggregated less knowledge as they were not 
explored regarding the verbal language. However, it is possible that the team members have observed 
actions and attitudes (non-verbal language) of the users towards these comments, which might have 
generated knowledge.

Therefore, after involving the users and communicating with them by means of the prototype, it is 
important to consolidate the knowledge among the members of the development team. This enables ob-
servations to be made and discussed. For example, the intake pipe size should be modified to X because 
of Y. Therefore, the development team will use this communication for development of the project.

AVOIDING INDUCING THE USER TO GIVE AN EXPECTED ANSWER

It is fundamental that the development team is aware of the importance of having an objective for com-
munication itself rather than for results of the communication. The objective of the communication is to 
guide the team in identifying, understanding and/or validating the problem, idea or solution by message 
exchange. On the other hand, the objective of the results of communication causes the team to handle 
the communication to achieve the desired result. This communication handling was evidenced in Team 
5, who formulated questions indicating preference for a given answer because the user was reactive (i.e. 
who reacts only if stimulated), but which induced the user to give an expected answer. Therefore, the 
development team did not manage to conduct communication impartially.
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In terms of communication, despite the messages being exchanged between development team and 
user, the strategy was considered negative because the team induced the users to give expected responses, 
making communication poorly explored, superficial and biased.

In terms of innovation, the communication was considered negative because response induction can 
block new ideas from the users and lead them to give succinct answers, which can compromise their 
contribution to the prototype test. In addition, this strategy may produce expected answers which, in 
turn, will lead to untrue results, consequently undermining the acceptance of the product.

Recommendations: It is important to have a well-defined communication objective as guidelines and 
to structure the communication by means of strategies enabling meaningful information to be captured 
while encouraging the user to contribute with new ideas. In addition, it is recommended not to focus 
on the objective of the result only, that is, having an expected answer from the user. In fact, the result 
should come from a natural understanding of the user’s expectation rather than from a pre-established 
goal, which prevents answers from being induced. One should focus on the structuring of communication 
process in order to generate significant results. In this way, the questions to be asked by the user during 
the prototype test should be impartially formulated by the development team as well as the dynamics 
during interaction.

For example, it is not recommended to ask “Do you think it is better this way?” (and demonstrate what 
you like the user to respond positively). It is not recommended either to use emphasis, speech modulation 
and gestures to persuade the user to give an answer, such as “Do you prefer this one…” (with emphasis 
and strong voice) “….or that one?” (with face expressing contempt and weak voice). Another important 
point is that any spontaneous comment by the user should not be used for asking another question aimed 
to induce the user to give an answer suitable for the team’s purposes.

Active Listening: Hearing for Communication (Flexibility 
in the Communication According to the Situation and 
Conducting It by Means of Structure Perception)

Communication during the prototype test can be conducted through several ways depending on the user’s 
response and objective of the communication. However, this does not mean that communication can be 
structured and disorganised. Quite on the contrary, communication should be structured with guidelines 
and improved with the user’s answers and auditory perception, that is, active listening. Flexibility is very 
important to not “plaster” the process and achieve better results.

Team 5 was shown to be more prepared as they managed to develop verbal language satisfactorily by 
means of active listening during the prototype test. This provided observations relative to the develop-
ment team in order to conduct their communication to achieve the objectives. Nevertheless, this team 
did not plan and organise the communication previously, which made it difficult for the team members 
to obtain clear information, although they had carefully listened to the speech of the users.

In terms of communication, this strategy used by Team 5 was considered to be partially positive 
because, despite developing their communication during the prototype test, it is necessary to improve 
their communicative structure so that the team can be more organised.

In terms of innovation, the team’s perception and flexibility allowed significant observations to be 
obtained, which in turn enabled the team to better use the user’s reaction during the prototype test. Nev-
ertheless, the lack of communicative structure made it difficult to obtain clear information and organise 
the communication, which might have compromised the use of the knowledge acquired.
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Recommendations: Structuring the written language by means of guidelines and having a well-define 
communication objective can help the team organise information and set the limits of flexibility in order 
to avoid chaos. Moreover, well-defined guidelines can stimulate and assist in insights for adaptations 
and changes in the communication during the prototype test.

With the identification of evidence for communication strategies used by the teams, one can observe 
different results in view of how the communicative process was performed. Therefore, in order to fa-
cilitate the reader’s understanding, Table 2 shows the results of the communication process obtained by 
the teams regarding their strategies.

CONCLUSION

In view of the analysis and assessment performed, it was possible to verify that it is necessary to adopt 
communication strategies to improve open innovation, which allows for efficient communication with 
users by means of interaction with the prototype.

Table 2. Results of the teams for the communication process

Team Strategies Teams’ results of the communication process in the interaction with users

1

• Formalised the objective of 
the communication 
• Planned partially the 
communication process

Positive points:
• Identified the user’s profile and recognised its influence on the result of communication; 
• Used active listening to identify the user’s spontaneous contributions and structured the 
communication. 
Points of improvement:
• Structuring of the communication before interaction with the user.

2

• Established a poor 
communication environment 
• Did not related verbal 
language to non-verbal 
language 
• Consolidated knowledge 
after communication on a 
disorganised basis

Positive points:
• Organised the information obtained from the users; 
Points of improvement:
• Selection of an environment depicting the reality, thus favouring communication with the 
user; 
• In addition to organising the communication, it is needed to categorise the answers to favour a 
more effective result; 
• Use of the active listening during the interaction with users to recognise opportunities of 
communication to aggregate value to the product.

3 Did not plan and structure 
the communication process

Positive points:
• Structured communication and cited the need of guidelines for the development team to guide 
the user; 
• Identified the user’s importance in making considerations for the project; 
Points of improvement:
• Organisation of the user’s comments to obtain knowledge by using active listening; 
• Effective exploration of the communication with users for significant considerations to the 
project.

4
Planned the communication 
process without theoretical 
grounding

Positive points:
• Development of guidelines to facilitate communication, thus generating more-structured 
answers and facilitating the process of interaction with the user.

5

• Induced the user to give an 
expected answer 
• Developed verbal language 
very well by using active 
listening 
• Did not plan 
communication previously

Positive points:
• The team perceived that “inducing the user to give an answer may be bad”, since this inhibits 
spontaneous comments which may be relevant; 
• Active listening during interaction with the user. 
Points of improvement:
• Structuring of communication for not generating expected answers.

Source: Elaborated by the authors.
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In addition, Brunswicker (2018) emphasises in her study that companies having a more formalised 
process of open innovation are more likely to achieve positive results with it.

Therefore, it is essential to have a communication system enabling the development team to plan and 
organise themselves so that the guidelines become clear during the interaction with users, which allows 
for optimisation of the knowledge acquired. Therefore, in order to assist the development team to apply 
communication strategies during prototype tests, we recommend the following:

1.  To know the profile of the user/future client: age, gender, socio-economic status, educational level, 
personality traits and emotional state;

2.  To use opened-ended questions to explore the user’s understanding of the prototype and then to 
ask questions previously structured by the development team to guide the users regarding their 
possible doubts;

3.  The development team should direct the communication clearly, concisely and objectively to better 
explore the user’s information;

4.  The development team should use the technique of active listening;
5.  Biased questions should not be asked. Effective communication between team and user should be 

impartial in order to avoid expected and untrue answers;
6.  Closed-ended questions should be logically formulated, being structured into steps and allowing 

the user’s comments to be considered;
7.  Opened-ended questions should be well structured, objective and clear by using a simple and ef-

fective language for the user;
8.  To select questions on the current prototype. If the user makes no comment, do not focus on ques-

tions using hypothetical prototypes with other format. This may happen, but do not forget to explore 
the prototype with the user;

9.  The questions should be easily read and answered by the user; if he or she enquires the team, that 
means that the questions should be re-formulated;

10.  It is important to verify whether the questions are linked with the final objective of the communica-
tion, since disconnected questions can confound and distract the user and lead him or her to make 
non-pertinent comments;

11.  Unnecessary questions should not be asked.

These recommendations are guidelines for the members of the development team to use in prototype 
tests of health care products so that they can make use of the innovation feedback for their products. 
Thus, these recommendations will possibly optimise the open innovation process.

It is worth emphasising that these communication recommendations are complementary to those 
of the prototyping area. However, these communication recommendations are not yet available for 
development teams to guide themselves in performing prototype tests. Therefore, this is a proposal of 
recommendations which needs to be tested and analysed in practice.

For further research studies, one suggests that these recommendations should be tested in practice 
before developing a communication protocol to guide the development team to direct and observe the 
testing characteristics according to the needs and intents sought in the interaction with users by means 
of prototypes. This approach can bring benefits to the project, and mainly enhance innovation according 
to the user’s expectations.
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Lastly, from the present evaluation and analysis of how communication occurs between development 
team and users and considering the recommendations suggested, this work can serve as a base to gener-
ate a structured protocol to guide the interaction with users by means of prototypes during the product 
development process. This protocol would involve communication strategies so that the results of the 
interaction with users could be more efficient and assist in the open innovation, thus resulting in products 
with aggregated market value as well as optimising the time to carry out the process.
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KEY TERMS AND DEFINITIONS

Communication: It is simply the act of transferring information from one person to another or from 
one place to another. Although this is a simple definition, when one thinks of how we can communicate, 
the subject becomes much more complex. There are several categories of communication and more than 
one can occur at any time. Communication can be verbal or non-verbal.

Open Innovation: The open innovation model offers a new approach to research, development and 
innovation to companies through the use of their own research, innovation, and innovative strategies 
not used in their business.

Product Development: Typically refers to all of the stages involved in bringing a product from con-
cept or idea to its release into the market and beyond. In other words, product development incorporates 
a product’s entire journey.

Prototype: A prototype is a draft version of a product enabling individuals to explore their own ideas 
and show the intention regarding the overall design concept for users before investing time and money 
into its development. The prototype can be anything from paper drawings (low-fidelity) to something 
allowing click-through for fully functioning site (high-fidelity).

User Engagement: It is an assessment of an individual’s response to some type of offering, such as a 
product, a service or website. An individual’s degree of engagement may be determined directly through 
his/her interaction or may be evaluated through the observation of his/her behaviours. A website user, for 
example, might click links, make comments, download documents and watch videos, among other pos-
sibilities. In a marketing context, the user’s engagement is often referred to as customer engagement (CE).

 EBSCOhost - printed on 2/8/2023 1:24 PM via . All use subject to https://www.ebsco.com/terms-of-use



168

Copyright © 2019, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.

Chapter  10

DOI: 10.4018/978-1-5225-7937-3.ch010

ABSTRACT

Today the competition in the distribution sector is becoming increasingly more cut-throat and consumers 
have multiple channels to choose from for making their purchases, each with different characteristics 
and use methods. The objective of this chapter is to obtain information and identify the elements that 
allow for highlighting the ability of the grocery retailers who use the web and the social media to expand 
their own reference markets and establish lasting relationships with the consumers, establishing high 
loyalty rates of the same. The basic idea is that of verifying the importance for the enterprises operating 
in the grocery sector both in Italy and Belarus of setting up an e-commerce website, and of making the 
means and instruments available to the clientele to allow them to shop in different ways to the traditional 
one. The information will be acquired by means of interviews with customers of a retailer in Italy and a 
retailer in Belarus. The analyses of the results will provide useful indications concerning the marketing 
activities of the retailers in both countries.

INTRODUCTION

The development of Information and Communication Technology (ICT) with its innovative applications 
and the growth of Web marks the emergence of a new form of communication that reflects the switch 
from interactivity to interaction. (Nadeem, Andreini, Salo & Laukkanen,2015).
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The objective of this work is to obtain information and identify the elements that allow for highlighting 
the ability of the grocery retailers which use the web and the social media to expand their own reference 
markets and establish lasting relationships with consumers, while establishing high loyalty rates of the 
same. In addition, taking account of the social capital theory, (Oxoby,2009). by which social capital 
concerns the flows of commitments, effort and time that individuals make available to others with ben-
efits for the economic system, it is highlighted how the digital marketing strategy of large grocery firms 
contributes to an increase in the social capital through enhancing of stock in trust, network and norms.

The information will be acquired by means of interviews with customers of a retailer in Italy and 
another in Belarus, both of which have implemented a marketing activity and activated sales through 
e-commerce thanks to setting up a website.

The cross-country comparison is used for the purpose of tracking the development trajectories of the 
marketing activities implemented by the retailers in the different country contexts.

This chapter first examines literature concerning three different areas of interest: a) the characteristics 
of large grocery retailers and their marketing activity; b) the internet development, new devices and the 
emergence of Digital Marketing; c) the digital challenge and opportunities for retailers. Secondly the 
aim of this work is to interpret the results of a questionnaire to be filled out by the customers of the two 
retailers in order to explore the possibility of the implementation of digital marketing policies by grocery 
retailers which simultaneously use both traditional and web sales channels.

BACKGROUND WITH LITERATURE REVIEW OF LARGE 
GROCERY RETAILER CHARACTERISTICS: THEIR MARKETING 
ACTIVITIES AND DIGITALISATION STRATEGIES

In this section we examine contributions made by literature to the three different areas of interest:

1.  The first area examines contributions made by literature to the characteristics of large grocery 
retailers and their marketing activities;

2.  The second area concerns the internet development, new devices and the emergence of Digital 
Marketing;

3.  The third area addresses the role of the digital challenge and opportunities for retailers.

Grocery retailer firms play an important role in the economic system of countries in terms of turnover 
and workforce employed.

The characteristics of the large grocery retailers make it possible to adopt different market strategies 
which reveal the superiority of the service offered to the reference clientele. (Toma, 2014;Sbrana & 
Gandolfo, 2007; Elg,2007)

In retail sales, and especially in the grocery sector, the relationship that is formed between the two 
main actors - consumers and retailers is a key element (Yeh & Yeh,2016; Elg, 2007). Therefore, large 
retail firms are characterised by numerous factors including: a) a large and specialised workforce, the 
skills of which make it possible to implement advanced marketing and management techniques, and b) 
a high level of economic and financial resources that allow for substantial investment capabilities and 
elevated operational dimensions.
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The large food retailers compete amongst themselves on the market by offering a diverse range of 
customer services through their own sales points. Stores are competitive instruments but it does not nec-
essarily follow that if a store exists physically and is physically present on the market that the consumer 
will go there, unless it forms part of their “mind-set” of places they can purchase from. (Campbell & 
Fairhurst, 2016) For the stores that exist physically it is obvious that they must overcome this challenge 
if they want to survive. (Goodman & Remaud, 2015)

In an attempt to improve their sales and increase profits, stores in the food sector must analyse the 
behaviour regarding the purchasing of foodstuffs and try to adjust, for example, due to the increase in 
the interest in healthy local foods, stores have begun to use various methods of in-store setups for at-
tracting the interest of consumers in these foods, including increased signage, labelling, freebees and 
the inclusion of new products in the sales point. (Campbell & Fairhurst, 2016)

Equally important is the atmosphere that the customer perceives in the store.
The store-customer relationship is created from the customers’ expectations. The key factor under-

lying the success of this relationship is trust. The customers’ trust also facilitates the price policy used 
by the sales point. Based on the preferences for the products and spending power, the elasticity of the 
consumer’s intention to buy will changes with a variation in the price. (Campbell & Fairhurst, 2016; 
Bouzaabia,Van Riel & Semeijn, 2013; Sbrana & Gandolfo,2007)

This relationship is also the result of a stable link between the store and the customer, arising from 
the latter’s satisfaction with the products or the service, and the familiarity or comfort of the sales point. 
Customer satisfaction depends on the store image, created by a combination of different attributes, and 
in order to evaluate the role of the sales point in the customer’s purchase decisions, especially in the food 
sector, the price must be considered a key element due to the impact it has on the clientele’s choice in 
relation to the extent of value for money. (Bouzaabia, Van Riel & Semeijn, 2013; Sbrana & Gandolfo,2007)

Grocery retailer firms have been orientated towards a new marketing approach based on the shoppers. 
This shopper-related marketing activity in effect affirms the importance of the sales point and the con-
nected commercial activities, and the objective is to treat the customers in a systematic manner during 
the various steps of the sales process, as well as in a personalised manner, by taking into account all the 
factors that influence the evaluation of the sales service offered.

In the relationship with the customer, the sales personnel must always show courtesy and goodwill, 
while also trying to offer the utmost assistance. When faced with a compliant, they must attempt to solve 
it in the best possible manner, with exhaustive explanations and a positive attitude, without ever giving 
the impression of being annoyed. They must be well informed about every aspect of the store, from basic 
information to the tiniest details, and be capable of explaining to customers how to take advantage of 
any offers or promotions, always aware of the products available and their location in the store.

The sales personnel must also be responsible for the elements constituting the in-store logistics, such 
as the management of the shelves. After customers purchase products, they must take care of replenish-
ing the stock on the shelves, without this operation ever becoming an obstacle in the sales environment.

In the event of customers requiring a more specific product towards which they have a greater emotional 
connection, they will be willing to spend more of their spare time to go to a store that deals exclusively 
in the type of merchandise they are interested in. They already know that they will most probably find 
what they are looking for in the store, and in case of need, they will seek sales personnel who know 
how to assist them thanks to their knowledge of the products. (Bogetic, Stojkovic & Milosevic,2016; 
Bouzaabia,Van Riel & Semeijn, 2013; Sbrana & Gandolfo,2007)
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The layout is also important in the store. In fact, eventual layout mistakes could create dissatisfaction 
among the customers who, due to finding themselves in an uncomfortable and unwelcoming environ-
ment, will probably decide never to come back and may even immediately leave the store without buying 
anything. Even if they do not have exact knowledge of the prices of the products in the store, consumers 
are almost always aware of the average price level. By evaluating certain key products, they make their 
own assessment via which they identify the price bracket of the sales point, creating a sort of price image. 
(Bogetic, Stojkovic & Milosevic,2016; Bouzaabia,Van Riel & Semeijn, 2013; Sbrana & Gandolfo,2007)

Trying at all costs to lower prices is not always a profitable decision however. The search for a price 
range that is lower than that of the competitors could force the company to provide lower-level services 
with far more detrimental effects on the turnover than anticipated.

Therefore, retailers should never concentrate on the price levels alone; instead they should attempt 
to calibrate all the variables that can be modified in order to create a fair quality/price correlation which 
allows customers to perceive a high level of satisfaction deriving from the after-sales knowledge of hav-
ing obtained a good bargain. (Yeh & Yeh,2016; Elg, 2007; Sbrana & Gandolfo,2007)

In particular, literature surveys have indicated from the surveys conducted that the following are 
relevant for grocery retailers: price, product assortment, location of the store and the presence of offers 
of products bearing the Private Label brand. A further study carried out in order to verify the preference 
factors used by consumers when choosing a specific sales point ranked the choice of location (distance) 
of the sales point in first place, the preference for prices (discounts, offers) in second place, the product 
assortment in third place, and then the private label last. (Bogetic, Stojkovic & Milosevic,2016; Mag-
gioni, 2016; Sbrana & Gandolfo,2007)

INTERNET DEVELOPMENT, NEW DEVICES AND THE 
EMERGENCE OF DIGITAL MARKETING

The introduction and progress of computer and internet technologies, as well as the presence of digital 
devices such as tablets, personal computers, and smartphones characterised by high potential and in-
creasingly greater user-friendliness, has induced market operators to find new ways of activating and 
implementing the communication and marketing mix policies.

Through to the use of digital media and tools, businesses have developed the capacity to activate 
Digital Marketing, which in literature leads to the implementation of communication policies, recon-
naissance, and customer contact activities, as well as the maintenance and consolidation of marketing 
relationships through digital channels and digital tools. (Kannan, 2017; Beck, & Rygl, 2015; Narayana, 
2018; Karatum, 2017; Souiden, Ladhari & Chiadmi, 2018)

Digital Marketing therefore consists of a mix of activities that includes email marketing, social me-
dia marketing, search engine optimisation, affiliate marketing, and pay-per-click. (Beck, & Rygl, 2015; 
Karatum, 2017; Souiden, Ladhari & Chiadmi, 2018)

Email marketing concerns the management of contacts on internet email accounts via the sending of 
messages to potential purchasers in the aim of informing them about and/or proposing the purchase of 
the company’s products/services. (Hudák, Kianičková, & Madleňák,2017).

Social media marketing refers to the activation of the promotion and/or communication of the offer 
of products and services using web-based networks such as Facebook, Twitter, and LinkedIn, which 
also make direct contact possible between both current and potential businesses and customers. The 
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social networks also allow for a direct interchange between current and potential purchasers with word-
of-mouth activation among consumers, and this results in a strengthening of the company’s marketing 
communications (Kannan,2017; Beck, & Rygl, 2015; Narayana, 2018; Karatum, 2017).

Search engine optimisation offers the possibility, via the use of web search engines like google, of 
entering with keywords onto the greatest number of lists presented to the purchasers when they make a 
request for free information about products and services capable of meeting their needs at that specific 
time. This Digital Marketing business therefore makes it possible to increase the visibility of the offers 
and promotions the company launches on the market.

Affiliate marketing involves the presence on the web of sites and platforms that are configured as 
virtual sales places and spaces where sellers and purchasers can find and provide information, offering 
and selecting the products and services they are interested in. There are platforms like e-Bay where 
purchasers and sellers are individual entities, or others like Amazon and Lyoness, where vendors are 
numerous companies with very varied and diverse types of products and services linked through these 
sites to a myriad of customers.

Pay-Per-Click concerns the promotion of the company’s website through the use of internet opera-
tors which use videos, ads, etc. targeting specific segments of consumers, to induce users to view the 
company website. This promotion against payment activity makes it possible to increase the number of 
people who come in contact with the offer of products and services, thereby helping to create and develop 
a broader potential demand for the company. (Beck, & Rygl, 2015; Narayana, 2018; Karatum, 2017)

Digital Marketing has differences and a few advantages over Traditional Marketing in the various 
components of the Marketing mix policies and in the ways via which purchaser relations are implemented.

Promotional advertising in traditional marketing takes place in printed form and on the radio and TV, 
and therefore the messages are unidirectional from the enterprise to the customer without any interaction 
between them. Instead, digital communication activities enable interactive contact where the purchaser 
can send immediate feedback regarding the offers proposed. Moreover, this interaction also involves other 
purchaser, thus increasing market transparency. This happens extensively in communications through 
the social networks and often also via affiliate sites such as Lyoness and cashback websites.

The costs of digital marketing activities are much lower than those of advertising or promotional 
campaigns on the TV or radio for example, which also allows for the implementation of marketing poli-
cies with small and medium-sized enterprises that have fewer resources available.

The implementation times of traditional marketing activities require long periods, also due to the 
number of operators involved, for example, sellers, distributors, promoters, etc. With Digital Marketing, 
the planning times are shorter and involve a limited number of subjects which speeds up the operations. 
(Kannan, 2017; Beck, & Rygl, 2015; Narayana, 2018)

Another important advantage of Digital Marketing is the possibility of activating a contact between 
the purchaser and the company at any time of day, 24 hours a day, and in particular, the choice of the 
time and place are entirely discretional and perfectly in line with the needs of the user/consumer. This 
possibility is further enhanced by the introduction on the market of mobile devices: laptops, tablets, and 
smartphones. The development and upgrading of the technologies of these devices, together with the 
expansion of the internet networks, in fact makes it possible for the purchasers to connect and exploit 
the virtual web spaces practically wherever they find themselves, and in line with their requirements. 
Likewise, the same interaction, that is, the ability of purchasers to respond and send feedback or a re-
quest to the company, also occurs with the same time and place methods, consequently, whenever and 
from wherever they want.
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The traditional marketing policies are limited time-wise by the availability of staff hours, as well 
as the time limits available to purchasers that are often not the same as those of the sellers. Another 
limit is the restricted number of areas or places where the offer of the company’s products and services 
can be displayed and made available to purchasers, thus preventing them from competing in different 
geographic locations, also at a global level, which is instead made possible by the online virtual space.

Thanks to the high interaction between business and consumers, Digital Marketing makes it possible 
not only to expand the business offer with the introduction of digital services, but also to more effectively 
meet the customers’ needs through increased customisation of the offer, which is facilitated precisely 
in virtue of the direct and instant interaction that is created through Digital Marketing. . (Kannan,2017: 
Beck, & Rygl,2015; Narayana,2018)

DIGITAL CHALLENGES AND OPPORTUNITIES FOR RETAILERS

The technological innovation and evolution of the internet and digital tools have introduced important 
challenges in the retailing sector. In first place, traditional sales points have found themselves having 
to compete with other retailers on the web, known as e-tailers, which have created an alternative and 
competitive price offer. (Larke, Kilgour & O’Connor, 2018; Willems, Smolders, Brengman, Luyten, 
& Schöning, 2017). In second place, the purchasers can be grouped into different segments where the 
purchasing behaviour at times involves the alternative use of both the traditional physical points of sale 
and the online retailers. Sometimes there is also the combined use of the virtual online sales in order 
to gain information before purchasing at the traditional physical point of sale, while in other cases it is 
the reverse; after inspecting the products in the physical sales point the consumer then buys them on-
line. Finally, increasingly more important is the segment of those who gain information and purchase . 
(Souiden, Ladhari & Chiadmi, 2018; Willems, Smolders, Brengman, Luyten, & Schöning,2017) via the 
use of mobile digital media. In view of this scenario, retailers are forced to decide which of the numerous 
alternatives to use that technology can make available in the tools and activities, and also the ways of 
integrating and incorporating them into the activation and implementation processes of the services and 
products. (Willems, Smolders, Brengman, Luyten, & Schöning, 2017; Milovanovic,2015; Narayana,2018)

The decisions concern not only which digital tools, e.g. websites, big data, digital platforms, mobile 
devices, or social networks to use, but also the methods of coordinating and integrating them. In fact, the 
different degree of presence of the digital instruments and their different combinations results in different 
contents and dimensions of the services offered to the customer, causing the retailer to be configured as 
multichannel, cross channel, or omni-channel.

Retailers with a physical point of sale assume the dimension of multichannel retailer in the event of 
also introducing another method of purchasing such as the website, or even the possibility of sourcing 
via mobile phone. In this operational dimension, as emphasised in literature, the shopping paths among 
the different channels remain completely independent one from the other.

The activation of a cross-channel retailer occurs when, in addition to activating different shopping 
paths such as websites, physical sales points, and mobile-type sites, it also creates the possibility for the 
consumer to integrate a purchase method with different channels. For example, purchasers can decide 
to buy on the website and then have the goods delivered to the traditional sales point, otherwise they 
can order the goods online from the sales point with the same credentials.
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The omni-channel dimension is achieved by the retailer when all the possible shopping channels 
are made available to the customer, and as reported in literature, there is total integration allowing for 
full interaction between the web, the physical sales point, mobile instruments, and all the channels with 
the direct and interactive control of each shopping path by the retailer. (Willems, Smolders, Brengman, 
Luyten, & Schöning,2017; Larke, Kilgour & O’Connor,2018,)

The incentive for retailers to integrate new technologies and combine digital tools, and therefore to 
evolve from single-channel to omnichannel offers, springs from the need to bridge the gaps that every 
individual channel presents in relation to the way in which consumers make purchases. The different 
technologies and devices available to the retailer can be classified with regard not only to the value they 
produce for the purchaser, but also to the purchase path implemented by the consumer. The classifica-
tion in terms of value sheds light on issues related to the lower costs or less effort that consumers enjoy, 
such as being able to shop without leaving home, or the use of cards or other in-store devices that give 
rise to the personalisation of offers and payment. Benefits and utilities are generated in relation to the 
ability to compare and acquire information both in the store and elsewhere. Hedonistic benefits derive 
from the in-store and virtual atmosphere that the technologies provide through colours and music, as 
well as the possibility of sharing opinions and appreciation, for example through the social networks. 
The classification linked to the purchase path concerns the ability to recognise and identify offers. These 
include flyers and promotions from mobile devices and the expansion of the possibilities of information 
regarding places and areas where to find products, such as the in-store RFID that indicates the shelf where 
the goods are found. In addition, it is easy to identify alternative offers and purchasing times, such as the 
possibility of using mobile or PayPal payment for example. Finally, sharing can be created with the other 
users after making the purchase. However, it should be noted that irrespective of the classification, the 
various technologies are not present or usable on all the channels. While this reveals how each channel 
offers advantages for some of the aspects of the purchasing process implemented by the customer, it also 
has gaps in other aspects. For example, the convenience of activating online shopping is very important 
for those who do not want to move away from home, but at the same time it does not allow immediate 
use of the goods, vice-versa, in the case of the physical point of sale there is the possibility of using the 
goods immediately but it is necessary for the consumer to move away from home. These differences, 
also reported in literature (Cao & Li,2015), show how individually, each channel presents some gaps for 
the customer’s purchasing experience. Moreover, very often purchasers make a different request for a 
product or service depending on the circumstances in which they are forced to carry out the purchasing 
process, which therefore leads them to make their purchases through different channels. In this situation, 
due to seeking to fully satisfy their customers’ needs and attempting to create a positive purchasing ex-
perience that makes the value of their offer perceptible to the consumer in every circumstance, retailers 
are driven increasingly more to evolve towards cross-channel and omni-channel services. Indeed, the 
propensity towards an omni-channel offer allows for creating a positive experience in every circumstance 
as a result of the features of the digital technologies and tools, represented by user-friendliness, greater 
functionality and the capacity to be present at the time and place deemed appropriate by the purchaser. 
This is also possible thanks to the degree of integration, control, coordination and combination that the 
different channels offer. (Balaji, & Roy,2017; Willems,Smolders, Brengman, Luyten, & Schöning,2017).

The commercial retail service is the result of a series of elementary services all integrated together 
and it has a complex nature. (Elg, 2007; Castaldo, 2007; Toma, 2014; Sbrana & Gandolfo, 2007)

These aspects of the commercial retail service mean that on one hand the retailer has to focus on 
functions of both a tangible and intangible nature, such as the transport of goods, warehouse coordination 
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and management, sourcing and selection of alternative products and supplier companies, the setting up 
and management of the display premises, and the sale of the goods. These are all activities that determine 
the elementary services with different contents and combinations aimed at the production together with 
the commercial service offered. On the other hand, the retailer firm must concentrate on the functions 
that regulate and support contact and interaction with the customer, such as the placement of the goods 
on the shelves, reception in the sales point, communication, management of the cash registers, coordi-
nation of the personnel, and the design and layout of the sales environment, all activities that concern 
the elementary services with different contents and combinations aimed at managing relations with 
the customers together with the supply of the commercial service, especially in large grocery retailers. 
(Sbrana & Gandolfo, 2007).

The different areas of the retailer firm involved in the development of Information and Communication 
Technology (ICT) have been defined by various scholars in relation to the digital devices and instruments 
used and their type of implementation. (Sbrana & Gandolfo, 2007) In this case we are speaking about 
areas influenced by the impact of mobile technologies, the integration of channels, and the role relat-
ing to the combining of an online store with the physical store, etc. (Piotrowicz & Cuthbertson, 2014)

According to another line of research, the reference areas of retail digitalisation can be attributed to 
the transformation of the pre-existing activities and the introduction of new types of services. (Piotro-
wicz & Cuthbertson, 2014; Hagberg, Sundstrom & Egels-Zandén, 2016) The reference areas therefore 
include that of trading (relating to the retailer-purchaser interface), the area of the actors, referring to 
the elements that intervene in the trading exchange including both subjects (retailers, customers) and 
instruments (personal computers, POS scanners, Smartphones..), the area of the environments, which 
takes into consideration the different situations in which the trading takes place, and the area of the offers 
that consists of products and services that take account of the possible transformations due to the use 
of digital technologies. (Piotrowicz & Cuthbertson, 2014; Hagberg, Sundstrom & Egels-Zandén, 2016)

Electronic commerce has been practiced mainly by non-retailer operators, essentially producers 
who, via use of the websites, have sold directly online to their customers, thus integrating the marketing 
activities and excluding retailers from their distribution chain. This situation is compounded by the fact 
that increasingly more customers are seeking to make their purchases through a combination of sales 
channels, in addition to which, omnichannel customers demonstrate a higher purchasing frequency and 
spend more than single-channel shoppers. It must also be stressed how retailers who allow customers 
to make purchases through several channels appear to be more capable of satisfying their demands. 
(Lewis, Whysall & Foster, 2014)

In the light of these elements, and in order not to slip backwards from the competitive position achieved 
by retailers on the distribution channel, it has become necessary to insert online retailers on the market 
via the implementation of websites. However, retailer firms must update their logistic infrastructures 
and information communication technology infrastructure in order to be able to apply the marketing mix 
including Digital Marketing on more channels and try to facilitate the purchasing process for customers. 
(Lewis, Whysall & Foster, 201L)

In the physical world, the creation of a strong brand personality is an essential prerequisite for being 
able to survive in a highly competitive environment, and with the increase in internet purchases and the 
development of strong competition in this sector, this has become even more important, also for the online 
world, where the customers’ expectations have grown enormously and where it is much more difficult 
to satisfy their demands. In this context, as highlighted by literature, it is essential to create an adequate 
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website perceived by customers as having a personality in line with their expectations. There are five 
dimensions of the store personality that can be applied to an online environment, namely, enthusiasm, 
refinement, genuineness, solidity and unpleasantness. (Poddar, Donthu & Wei, 2009) The retailer who 
applies the right combination of these attributes is considered as having adequate marketing orientation. 
Marketing orientation is that special attention to customer satisfaction paid by the firm that wants to 
achieve a competitive advantage on the market. (Dong, X. D., Zhang, Z., Hinsch, C. A., & Zou, S,. 2016)

GROCERY RETAILING DIGITALIZATION: SOME FINDINGS 
FROM A CROSS -COUNTRY COMPARISON

Today, competition in the distribution sector is becoming increasingly more cut-throat and consumers 
have multiple channels to choose from when making their purchases, each with different characteristics 
and use methods. (Bouzaabia,Van Riel & Semeijn, 2013)

Nevertheless, online purchasing still represents a relatively new purchase method in the food sector, 
the frontiers of which need to be explored and in which we constantly see more innovations.

Unlike the normal store purchasing process, in e-tailing the customers do not have a direct relation-
ship with either the personnel or the product they intend purchasing. All the elements of the sales point 
disappear or are subjected to the customer’s appraisal in entirely different ways, and at the same time 
completely new problems emerge. (Xifei & Jin, 2015)

The adopting of this sales channel is possible and interesting because of the lower costs and ease of 
access. In addition, it allows for direct contact between the company and the customers, expanding the 
relational capabilities of the enterprise. Finally, it allows the participating users to interact directly among 
themselves as well as with the company, and in some cases also to co-create value. (Cambra-Fierro, 
Pérez & Grott, 2017; Balaji & Roy, 2017)

In fact, there are numerous similarities between the activities of the vendors in the physical world 
and the activities of an e-commerce website: for example, vendors and the website alike are able to offer 
the customers a wide range of alternatives and the latter have the means for determining which are the 
best; in addition, the vendors and also many websites establish a collaborative relationship with their 
own customers.

Very often the goods that consumers purchase online and in the physical sales points are identical; 
however, the behaviour of the purchasers may change due to several differences in the characteristics 
of the channels.

The multichannel shopping experience is now becoming standard practice; indeed, many purchasers 
are in the habit of buying the same categories of goods through both the online and physical channels. 
While consumers usually have their own repertoire of stores where they go shopping, they still tend to 
have one particular store/distributor to which they show greater loyalty.

At the same time, while numerous customers regularly carry out multichannel purchases, not all of 
them do. (Dawes, & Nenycz-Thiel, 2014)

The objective of this work is to obtain information and identify the elements that allow for high-
lighting the ability of the grocery retailers who use the web and the social media to expand their own 
reference markets and establish lasting relationships with the consumers, while achieving high loyalty 
rates of the same.
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The basic idea is that of verifying the importance for the enterprises operating in the grocery sectors 
in both Italy and Belarus, of setting up an e-commerce website, and making the means and instruments 
available to the clientele to allow them to shop both in a traditional store and in ways differing from the 
traditional one.

Another aim of this work is to help understand whether the grocery retailers, subject of this study, set 
up the commercial service offered by focussing on the requirements and expectations of the customers. 
Another element is the presence of entrepreneurial orientation that interprets and makes a prediction of 
the changes within the context of the market and the competitors. (Yeh & Yeh,2016; Elg, 2007; Kajalo 
& Lindblom, 2015) The cross-country comparison is used for the purpose of tracking the development 
trajectories of the marketing activities implemented by the retailers in the different country contexts. 
This analysis allows for identifying the most significant market orientation tools and the marketing ca-
pabilities most suited to the new technological situations, plus it provides elements that are useful in the 
implementation of either an identical (global or standardised), or different (local or adapted) marketing 
policy on the developing and emerging markets. (Gruber-Muecke & Hofer, 2015: Elg, 2007; Yeng & 
Yazdanifard,(2015)

GROCERY RETAILING DIGITALIZATION: SOME 
FINDINGS FROM A RETAILER IN ITALY

Since the 1970s, the Italian commercial distribution has undergone a process of profound transforma-
tion and modernisation, based on the size of the larger-sized distribution structures and on business 
management; the type of sales points represented by supermarkets, hypermarkets and shopping malls is 
currently widespread throughout the territory. (Sbrana & Gandolfo,2007)

In Italy, the grocery sector consists of large distribution chains such as Esselunga, Carrefour and 
Auchan, as well as forms of organised distribution that include various purchase groups among the 
retailers, voluntary unions consisting of wholesalers and retailers, and cooperative forms like Conad, 
Sigma, and Coop.

At the end of 2016, the dissemination and use of internet on the Italian panorama had reached just 
on 31 million individuals and the users who during the last quarter had made three or more purchases 
were about 15 million with a 14% increase compared to the previous year.

Furthermore, numerous firms in Italy have started to operate through virtual sales channels, also by 
setting up websites in the retail trade sector. According to the data of Netcomm and the Politenico of 
Milan, in 2016, e-commerce in Italy averaged 20 billion euro, while the grocery expenditure, defined as 
supermarket sales by the Observatory, grew by just on 30% to reach 188 million, equal to approximately 
0.9% of the e-commerce purchases (Netcomm and the Politecnico).

Digitalisation in the retail sector in Italy has mainly concerned the improvement and effectiveness 
of the production of the commercial service and management of customer relations. The introduction 
of digital technologies has contributed to the transformation of the retail consumer interface, with the 
launching of instruments like the self-scanner and the RFID, designed to facilitate the supply and use 
of the sales service (Sbrana & Gandolfo 2007). Only recently have they turned their attention to the 
e-tailing macro-area. Some experiments have been carried out in this direction (for example, Unicoop 
Firenze has developed its own e-commerce website, www.piùscelta.it, where only non-food items are 
sold however, and the sale is reserved for members of the cooperative).
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Esselunga is the chain that has set up a complete e-commerce website, where consumers can go shop-
ping just like in a physical supermarket. On the website www.esselungaacasa.it, it is possible to make 
online purchases with home deliveries. Precisely due to its uniqueness on the Italian panorama, and in 
order to investigate the consumers’ use of e-tailing in the food sector and their degree of satisfaction with 
this instrument, a questionnaire was created and filled out by 150 Esselunga customers both on internet 
and face-to-face. The responders claimed they visit and know the website and 25% make online purchases.

The first issue addressed in the online context, namely, the reliability of the online sales service, 
represents the ability of the company to keep the promises made on the e-commerce website, by sup-
plying the service in an accurate and timely manner.

In order to make an analysis of the construct, it can be broken down into five complementary factors: 
product conformance, reliability of the information, reliability of the distribution, reliability of the web 
technology, and reliability of the customer service. (Xifei & Jin, 2015)

The second issue addressed is the personality of the online sales platform. In fact, each website 
transmits emotions irrespective of who has created it, and it is possible, by paying attention to the 
multimedia elements and the interfaces, to encourage and attract the users, improving their search for 
products and convincing them to continue navigating. Indeed, according to certain studies in literature, 
customers ascribe human attributes and characteristics to the website, just as they do to the brand, thanks 
to its specific interaction and personification capacities. (Shobeiri, Mazaheri, Laroche, 2015). We will 
subsequently see what aspects of the website’s personality deserve more attention due to being more 
functional in their efforts to attract and convince the consumer.

The other construct that we will evaluate is the risk perceived by customers and this has been examined 
both online and in the sales point. The risk perceived in online purchases depends on the impossibility 
of interacting directly with the product, the retailer, or the personnel, added to which there is the risk 
deriving from theft of bank and personal data by third parties. All these risks translate into uncertainties 
for the customers who become hesitant when faced with this new type of purchase, and as result, many 
of them prefer to continue to make in-store purchases. (Bezes, 2016)

The assessment of service reliability (Figure 1) for non-online and online purchases reveals the most 
important characteristics that an e-commerce website should have and to which the two types of consum-
ers pay most attention. (Xifei & Jin, 2015)

What becomes evident is that the service results in being very reliable for both types of customers 
even though for the non-online purchasers the drivers appear to be the reliability of the information, the 
customer service, and the distribution, while the drivers for the online purchasers are the compliance of 
the product and the reliability of the web technologies and distribution.

As far as the risks are concerned (Figure 2), it can be observed how these are completely irrelevant in 
the sales point, while for online purchases, despite a low perception of risk, there is a certain apprehen-
sion surrounding problems relating to transport, delivery and returns with a higher evaluation of risk for 
the non-online purchasers. (Lewis, Whysall & Foster,2014)

The results of the evaluation of the personality (Figure 3) among the “non-online purchasers” and 
“online purchasers” demonstrate that when considering the positive characteristics, such as enthusiasm, 
genuineness and solidity, although always high for both types, these are greater for the online purchasers. 
As confirmation of customer satisfaction with the website, unpleasantness is perceived as practically 
inexistent by both types of consumers. (Shobeiri, Mazaheri, Laroche, 2015)

Finally (Figure 4), it can be observed how the customers of Esselunga (including those who have 
purchased online as well as those who have only visited the website) believe that the website www.
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esselungaacasa.it shows good customer orientation. As also hypothesised in literature, this character-
istic has a direct impact on the website personality while also indirectly influencing the intention to 
purchase through the quality perceived which acts as a mediator. (Poddar, Donthu & Wei, 2009). It is 
worth recalling here that the analysis has demonstrated how customer satisfaction is then translated into 
a co-creation of value through positive word-of-mouth carried out by approximately 90% of the online 
purchasers. (Shi, Tang, Zhang, Gao, Zhu, 2016; Shobeiri, Mazaheri, Laroche, 2015; Nadeem, Andreini, 
Salo & Laukkanen, 2015)

GROCERY RETAILING DIGITALIZATION: SOME 
FINDINGS FROM A RETAILER IN BELARUS.

“Euroopt” is a chain of grocery stores with headquarters in Minsk which, at 1 September 2016, had a 
total of 442 sales points. (http://evroopt.by/istoriya-komanii)

This retailing chain that covers all the regions of Belarus is the largest operator on the grocery market 
in this country with the best developed infrastructure and logistics centres and very qualified personnel. 

Figure 1. Service reliability (customers of Esselunga Italy)
Source: Author’s own presentation.
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It must be noted that Euroopt has also implemented an online project for ordering and delivering prod-
ucts. While this method of offering a commercial service has already been launched by various other 
sales chains, the greatest popularity has been achieved by Euroopt. The survey was conducted to gather 
information regarding the navigation experience on their website, the experience of online purchasing, 
the involvement and behaviour of the consumers, and the reasons that induce purchasers to make various 
choices. It was carried out by having 112 Euroopt customers fill out a questionnaire on internet. The results 
showed that 70% of the respondents know the website and approximately 27% make online purchases.

As regards the evaluation of the service reliability (Figure 5), the respondents who visit the website 
appreciate all the components in a significant manner, even though the values are slightly lower for 

Figure 2. In-store and online risks perceived (customers of Esselunga Italy)
Source: Author’s own presentation.
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the non-online purchasers, consequently the online services are considered reliable by all the clientele. 
(Xifei & Jin, 2015)

The perception of the risks (Figure 6) is low for both the sales point and online purchasing even though 
there seems to be higher a level of attention by those who do not purchase online due to the perception 
of being able to choose wrong products. (Lewis, Whysall & Foster,2014)

The website is evaluated positively in terms of personality attributes and is welcoming, lively, reli-
able and trustworthy, with no unpleasantness observed (Figure 7). Finally, the customer orientation is 
satisfactory, especially in relation to the ability to assist the customers in their choices and use of the 
service. (Shobeiri, Mazaheri, Laroche, 2015)

Figure 3. Website personality (customers of Esselunga Italy)
Source: Author’s own presentation.

Figure 4. Customer orientation of website (customers of Esselunga Italy)
Source: Author’s own presentation.
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Figure 5. Service reliability (customers of Europot Belarus)
Source: Author’s own presentation.

Figure 6. In-store and online risks perceived (customers of Europot Belarus)
Source: Author’s own presentation.
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The purchasers also demonstrate a propensity to take heed of the suggestions and advice for using 
the service (Figure 8), irrespective of whether or not they actually purchase online.

What the results show is that the service is very reliable for both types of customer, even if more 
positively evaluated by non-online purchasers. (Shi, Tang, Zhang, Gao, Zhu, 2016; Shobeiri, Mazaheri, 
Laroche, 2015; Nadeem, Andreini, Salo & Laukkanen, 2015)

OPPORTUNITIES AND ADVANTAGES OF A CROSS-CHANNEL AND 
OMNICHANNEL STRATEGY FOR LARGE GROCERY RETAILER FIRMS

The results of the surveys conducted show several interesting lines of interpretation and development 
trajectories in the cross-country comparison. In fact, with their positive evaluation, the customers of 
the firms examined express satisfaction with the commercial service offered in its various components, 
revealing a market orientation of both retailers capable of identifying the key elements for ensuring an 
offer in line with the expectations of the reference target.

Figure 7. Website personality (customers of Europot Belarus)
Source: Author’s own presentation.
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By following our framework of conceptual reference which focuses on digitalisation that implements 
a website the two grocery retailers have developed marketing capabilities in the use of marketing tools 
and policies. The deployment of websites has introduced new elementary services while also transform-
ing and enhancing the commercial service in its entirety. (Yeh & Yeh,2016; Elg, 2007; Gruber-Muecke 
& Hofer, 2015). Indeed, the majority of customers who do not purchase online still use the website to 
find out about the offers, characteristics, compliance and availability of the products in the sales point. 
Therefore, digitalisation of the retail service gives rise to an increase in the contents and components of 
the retail grocery service as a whole, resulting in improved customer satisfaction. Another implication 
of this work is that the cross-country comparison shows a similarity in the marketing capabilities and 
marketing tools used in both industrialised and emerging countries. This situation is accompanied by an 
explicit tendency to purchase online in the future, affirmed by the majority of customers who currently 
only purchase from the sales points of the two retailers; this represents a predictive signal conducive to 
increasing and further developing the e-tailing activities of both emerging and industrialised markets. 
(Gruber-Muecke & Hofer, 2015; Yeng & Yazdanifard, 2015)

It is worth noting that customers also visit the websites of the retailers on Facebook and other well-
known social networks. Approximately 25% of the Esselunga purchasers and 30% of those of Euroopt 
express appreciation for this use, although the latter currently do so without any great interactivity and in 
a more passive manner. This element represents a useful guideline for highlighting the need for retailers 
to improve profitability by means of better performance on the social networks thanks to the virtual word-
of-mouth activity they allow, and with the co-creation of positive value in relation to an adequate internet 
capability in line with the descriptions in literature. (Balaji & Roy, 2017; Yeng & Yazdanifard, 2015)

This result, coupled with the exploitation of the commercial retail service as a continuum between 
the sales point and the website, suggests, that when intending to expand their business, retailers should 
implement a progressive integration and coordination of the shopping paths among the different chan-
nels. This makes it possible to expand the business offer with the introduction Digital Marketing and to 
also more effectively meet the customers’ needs through increased customisation of the offer. (L,Balaji 
& Roy, 2017; Milovanovic,2015; Yeng & Yazdanifard, 2015)

It must be highlighted literature stresses the importance of the quality of the logistic services in attain-
ing customer satisfaction. Timeliness is a crucial aspect of the logistic services for obtaining customer 
satisfaction and loyalty. (Murfield, Murfield, Boone, Boone, Rutner, Rutner,... & Thomas, 2017). In 

Figure 8. Customer orientation of the website (customers of Europot Belarus)
Source: Author’s own presentation.
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the light of these elements, in our opinion and as suggested in literature, retailers on the global market 
could be more effective if they were to adopt a collaborative strategy with the local network for ensuring 
timeliness capable of meeting the customers’ expectations (Milovanovic,2015)

SOLUTIONS AND RECOMMENDATION

In agreement with the social capital theory, social capital concerns the flows of commitment, effort 
and time that individuals make available to others. (Oxoby,2009). As it accumulates, this behaviour 
translates into stock of investment in norms, network and trust that improves the level of the economic 
system. (Wu,Huang, Chen, Daviso, & Hua,2018). Large grocery retailers should therefore be advised 
to adopt marketing activities that implement more and more Digital Marketing solutions. In fact, the 
digital marketing strategy allows companies to increase their clientele’s and the intercommunication of 
customers each other. This situation has a positive impact on the elements that make up the social capital, 
and namely, practices, network, trust.

FUTURE RESEARCH DIRECTIONS

This work explores several elements in order to identify the pathways for implementing and developing 
the e-tailing activities on the industrialised and developing markets, in particular with regard to the tools 
that can be used for ensuring adequate implementation of the digital marketing activities. However, it 
is necessary to bear in mind all the limitations linked to the size of the interviews and the reference 
geographical areas. As a result, future lines of in-depth analyses could be identified with the expansion 
of the geographical markets and the number of purchasers examined.

CONCLUSION

This work demonstrates how digitalisation could represent an opportunity for large grocery retailers when 
it is implemented with new methods and in collaboration with networks that already working with digital 
instruments. In addition, taking account of the social capital theory, by which social capital concerns 
the flows of commitments, effort and time that individuals make available to others with benefits for the 
economic system, it is highlighted how the digital marketing strategy of large grocery firms contributes 
to an increase in the social capital through enhancing of stock in trust, network and norms. (Wu, Huang, 
Chen, Daviso, & Hua, 2018). In this regard, this chapter illustrates with the cross-county comparison, the 
high degree of satisfaction achieved by purchasers thanks to the use of the different service paths with the 
digitalisation method, thus stimulating them to share information and recommend the retail sales points 
used to other friends and relations. Lastly, this strategy could become a tool for increasing the number 
of customers through the co-creation of value triggered by word-of-mouth marketing. This is evidence 
of the importance for large grocery retailers to shift towards the use of digital marketing in an environ-
ment of omni-channel shopping paths also in countries with different levels of economic development.
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KEY TERMS AND DEFINITIONS

Customer Satisfaction: The degree of satisfaction provided by the goods or services of a company.
E-Tailing: The application of electronic commerce to the retailing sector.
Internet Capability: The capacity to apply leverage on the various internet tools.
Marketing Orientation: The capacity of firm to have a special attention to satisfy customer expec-

tations.
Service Reliability: The ability to keep the promises of the website supplying the service.
Website Personality: The attributes of website in terms of personality perceived by customers.
Word of Mouth: The characteristic of customers to share knowledge and discoveries regarding market 

offers by means of specific conversations about their impressions of the products.
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ABSTRACT

The fashion industry is experiencing a new dynamic as many professionals have decided to take the risk 
to create fashion-related businesses. As universities and private schools provide fashion courses, many 
paths can be taken by graduates in this vast and challenging industry, including careers as fashion de-
sign entrepreneurs. However, the lack of information regarding networking and business-creation can 
be a hard wall to come across, as fashion designers are not prepared in that sense by higher-education 
courses. Fashion education is still very focused on hard skills, forgetting to teach students to be pro-active 
and forward-thinkers; yet a new generation of fashion designers has transformed past experiences and 
professional vision to become entrepreneurs. This chapter provides results obtained through interviews of 
these fashion entrepreneurs in Portugal, as well as other countries around the globe. This work observes 
this ever-changing industry and suggests the rise of a new entrepreneurial reality in fashion design, as 
well as the multi-disciplinary people who are changing it.

INTRODUCTION

The textile and clothing industry experienced many changes in the last few years. After the interna-
tional crisis that stroke hard the economy of many countries, the catastrophe has been the catalyst for 
unemployment and austerity as its consequence. However, countries like Portugal are showing a real 
evolution since those dark times. The textile industry of Portugal has ended the year 2016 with 5063 
million euros in exportations, a number that had not been reached since the beginning of the century 
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(Felismino, 2017). Thus, encouraging and pushing the Portuguese textile and clothing industry further 
into former previsions made by the director of ATP (Textile and clothing industry association), Paulo 
Vaz. Such encouraging numbers are also going towards ATP’s recent investment and plan to gain even 
more visibility and promote a “Made in Portugal” strategy (Portugal Têxtil, 2016).

Portugal has also experienced a significant augmentation in terms of higher-education demand from 
students. Fields like fashion, apparel, and textile design have seen the number of entering students 
increase in their higher-education courses, considering years 2009/2010 in comparison to 2015/2016 
(DGES, 2010; DGES, 2016).

Entrepreneurship has also been unquestionably one of the most used words in the past few years, 
in Portugal and internationally. In Portugal, such affirmation can be confirmed through the amount of 
entrepreneurial models and incentives proposed and created, most of the times linked to regulatory 
proposals made to emphasize such ventures (IAPMEI, ANJE etc.).

More generally, students coming from various fields related to creative arts may benefit significantly 
from an entrepreneurial mindset, as innovation and multidisciplinary contents are part as these fields as 
they are part of entrepreneurship itself and can very well lead to a variety of jobs (European Commission, 
2008). On the other side, the fashion design field has come to adopt entrepreneurship in another way for 
the past few years, in the sense that it can be considered that some individuals have always created their 
businesses in the field, even if entrepreneurship cannot be reduced to such definition.

As governmental entities have understood the importance of entrepreneurship for the future, many 
studies are also being made to determine whether or not entrepreneurship education can be the engine 
for a new generation of entrepreneurs (Mwasalwiba, 2012; European Commission, 2008; European 
Commission 2013; GEM, 2016; GEM, 2017).

For Thomas Friedman, editorialist at The New York Times, paradigms have changed, and genera-
tion used to the reality of finding a position after graduation are now in need to create their way into 
the job market by becoming self-employed, in comparison to the previous generation that “had it easy” 
(Friedman, 2013). In Portugal, small and medium-sized enterprises (SMEs) lead the numbers, generating 
low rates of employment at the time (Schiemann, 2006). As the socio-economic frame in which we are 
inserted has come to create an impulse and evidence the necessity to create alternatives to traditional 
jobs or, when they do not exist, created through new businesses, entrepreneurship can become a solution 
(Carvalho & González, 2006).

According to the European Commission 2008 report on entrepreneurship education, up to 20% of 
students who participate in an entrepreneurship education program in secondary school will later start 
their own company. However, as the primary objective of this investigation aims to understand entre-
preneurship as a potential solution for young fashion designers, entrepreneurship education will be ap-
proached in the higher education environment.

Furthermore, by exploring entrepreneurship in the fashion design field, this chapter has for goals, 
firstly, to understand what specific skills and attitudes young fashion designers lack when it comes to 
creating their venture in the industry and finally, secondly, to understand who these new fashion design 
entrepreneurs are as well as their main difficulties, and thirdly, an exploration of existing solutions 
aiming to help fashion design entrepreneurs will be made as well as a search for answers that could be 
game-changing.
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FASHION DESIGN ENTREPRENEURSHIP: 
SOLUTIONS AND INCENTIVES CREATED

Many are the incentives created in the last few years in Portugal for the growth of self- employment, as 
well as the creation and development of innovative ideas and products, more recently with “Portugal 
2020” and “Portugal 2030” programs. The national association for young entrepreneurs called ANJE, 
celebrating its 30 years of existence in 2016 was also specially created to promote such incentives.

As for existing models of entrepreneurship in the fashion field, the Portuguese government has made 
it a priority to face youth employment, following the directives of the European Commission. The Eu-
ropean organization has approved in the last few years, a set of financial incentives aiming to correct 
this problem (Martins, 2015).

Education institutions are also seeking to stimulate creation and innovation, as well as raising en-
trepreneurial thinking among their students, as it has been considered a goal to reach in the next years, 
to create stronger relations between enterprises and higher education institutions (Cruchinho, 2009, p. 
246). Entrepreneurship scholarships and other incentives have been designed around the country for 
students to concretize their projects in many fields (Souza, 2010, p. 82). The creation of such incentives 
by Universities is directly linked to the vocation of design by teaching students to use design thinking 
and methodologies to be able to practice what will be their profession, but also to create new forms of 
investigation and new resources that could become tools (Nielsen & Stovang, 2013; Evans, 2011).

These incentives are usually backed by a set of institutions such as ANJE (National Association for 
Young Entrepreneurs) or even by the Portuguese Institute of Employment and Professional Education 
(IEFP). Considering more precisely the fashion field, the institution previously stated ANJE has many 
partnerships with entities of the fashion sector, such as Portugal Fashion, a project co-created with ATP 
(Textile and Clothing Association of Portugal), that “conceives its strategy around the idea of empowering 
Portugal’s image internationally, associating the country to concepts of fashion, innovation, irreverence, 
design and entrepreneurship”, as it can be read on the website of ANJE.

The association has many other projects, one of them called “Global Market Strategy 2014” that 
centers its activities around fashion by reinforcing its presence in international markets. Other organiza-
tions such as IAPMEI (Portuguese Institute for Small and Medium Enterprises and Innovation), also 
promotes entrepreneurship and the creation of small businesses through the creation of incentives such as 
“Start-up Vouchers”, an incentive to encourage young entrepreneurs from many fields, by helping them 
during 12 months with funding, mentorship, technical assistance and finally, a concretization reward if 
the project has reached their goals. “ModaLisboa” is also a good example of the Portuguese promotion 
of its fashion designers. Other online platforms like “Not just a label” also aim to disclose emerging 
designers globally, using an informative platform containing profiles of young fashion designers and a 
preview of their work.

As this study focuses on the creation of entrepreneurship projects in the fashion design field, it is 
important to focus on recently created brands, as well as projects involving the creation of innovative 
fashion ventures. Some of the incentives and projects created to help fashion design entrepreneurs were 
explored here, such as MintySquare, AwayToMars, and Luevo. Unfortunately, one of these explored proj-
ects, Luevo, has not been evolving since that time and has never responded to any request or interview 
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from this research. The website is still online but does not show any sign of evolution, even if various 
request were sent during this investigation process, for that matter, it was considered ineffective to focus 
further on this venture. MintySquare’s founders, Ana Cravo and João Figueiredo were also contacted in 
order to follow their evolution since 2015, but also never responded to the various requests sent, although 
the website has evolved, and it can be understood that the business has grown, as new brands are being 
promoted by the website since 2015.

MintySquare is an interesting case of Portuguese brand promotion. As explained in a previous inter-
view made for a preliminary study in 2015, Cravo and Figueiredo aim to promote “Made in Portugal” 
brands and use this strategy to grow internationally. However, as their goal was to be very selective on 
the brands they promoted, it can be observed on the website that this continues to be the case, as Cravo 
& Figueiredo had previously stated their will to only promote “emerging talents and renowned fashion 
designers”, they also announced their restrictive list of acceptances, as they admitted that they would 
only promote young fashion designers “if they had already shown their work at least on one of the main 
Portuguese catwalks”.

As it has become very clear that MintySquare has evolved in the past two years, it can also be observed 
that their selection process does not fit into this particular study, as it only concerns already renowned 
fashion designers, whether it is on a national or international scale. It is also important to refer that many 
models like MintySquare exist in other countries, platforms who only promote emerging and renowned 
brands from the country they are settled.

As both Luevo and MintySquare have not been selected to be further investigated in this work as the 
following phase will contemplate the platforms and other existing solutions where fashion design and 
the need to generate entrepreneurial projects are the main goals.

AwayToMars

First introduced in March of 2015 during Moda Lisboa’s 44th edition, AwayToMars is a new concept 
of fashion, created by Alfredo Oróbio and Carlo Valentini, this platform allows anyone to pitch an idea 
or inspiration on the website, idea that can be picked up by the AwayToMars community in order to be 
produced and commercialized. AwayToMars was conceived to disrupt the current model of fashion, 
create balance and fairness among creation and production, as the creators believe that anyone can have 
a good idea but not everybody has the tools to turn them into reality (Cardoso, 2015). Oróbio was also 
contacted for an interview on fashion design entrepreneurship, the results obtained will be observed in 
the main part of this chapter.

FFDS

The “Future Fashion Designer Scholarship” was created in 2014 by Bruno Pieters, Belgium- based 
designer and founder of “Honest By”, a fashion brand where transparency is key. “Future Fashion De-
signer Scholarship” follows the same example, as the website explains that FFDS main goal is “to offer 
financial support to exceptional students who want to develop their collection in a sustainable, vegan and 
transparent way” (FFDS, 2017). An application must be sent to the FFDS organization, as applications 
are accepted all year long, students from all over the world and all ages can participate with their ideas. 
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If the scholarship is granted to a project, the winner can receive between €1000 and €10.000 and must 
create their collection in a transparent manner, as projects involving ethical and social sustainability 
and vegan materials and proceedings are privileged. The FFDS is a good example of the changes in the 
fashion industry, promoting sustainable values for young designers, as such values can be a great way 
to make a difference in the industry as an emerging fashion designer. After several in attempts to reach 
to FFDS contributors, none of the contacted parties responded to the interview request.

Mastered

Mastered is an online accelerator program for creators of the fashion industry, as many different angles 
are contemplated, such as fashion stylist, accessories, womenswear designer, menswear designer, etc. 
Launched at the beginning of 2014 by Perri Lewis, Adil Abrar and Cheryl Adamson (Bobila, 2015), this 
paid online accelerator allows support and guidance for creative careers, with the help of coaches and 
industry experts who give feedback to the trainee’s works. The 10-month program is made for the masses 
but customized for each trainee, as it promotes self-empowerment and learning. Mastered’s logic resides 
in the ever-changing industry of fashion, preparing these professionals for an improvement in themselves 
and their careers, stating that Only a particular type of creative thrives in this new world” and adding:

“They’re relentless, resilient and massively collaborative. They work hard to develop their mindset 
and collaborative skills, not just their technical ones. They’re polymaths, entrepreneurs and they won’t 
let anything hold them back” (Mastered, 2017).

Mastered was created to fulfill the gap that can happen in creative professional careers, building a 
business on the paradigm of fashion, the ever-evolving industry, growing even faster as technology and 
innovation, as well as the need to be continually reinventing oneself in a professional environment, are 
crucial.

Before concluding this phase of the study, it is important to refer that literature review has eliminated 
a topic that was explored in the early stages of this research. Crowdfunding was then investigated as one 
possible way to begin a successful venture in the fashion industry. However, after much exploration of 
the topic and after observing platforms like Luevo and their evolution, it was concluded that crowdfund-
ing was not a model to be explored for this study, as the percentage of success rate is very low among 
creative projects (Mollick, 2014). Although many crowdfunding platforms are present on the market 
and some are exclusively dedicated to fashion, a lot have since been abandoned or failed to prove ef-
fectiveness (Myriam, Cheikh & Abdellatif, 2014). Mastered’s expert producer, Samantha Southern also 
agreed to do an interview on fashion design entrepreneurship, the results obtained will be observed in 
the main part of this chapter.

Of course, many other solutions and platforms are being created as this study is being made, and 
many are repetitions of other platforms contemplated in other countries and many models like the 
British Fashion Council or the Fashion Beauty Monitor contribute in their way to the improvement of 
fashion design entrepreneurship. For this study, the need to observe what is being made to help fashion 
entrepreneurs was crucial, yet, as observation cannot be the only tool used in this research, the main 
part of this chapter will approach the interview results analyzed with QSR’s Nvivo, a qualitative data 
analysis software.
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FASHION DESIGN ENTREPRENEURS: INTERVIEWS

Methodological Design

After this first approach, where the problem of fashion design entrepreneurship was observed in the 
literature review, as well as the observation of specific solutions created for this particular group of 
professionals, an interventionist phase will now be contemplated with the use of interviews, in order 
to obtain qualitative data. As interviews can bring specific observations and information, they are a 
very dominant type of data collection as they allow the interviewer to go further if necessary, using 
closed questions, open questions, or a mix of those, in order to complement and cross information given 
from the interviewed people (Coutinho, 2015). To prepare the script, three phases were contemplated 
to complete the draft, starting with the rough draft and ending with the final draft that would be later 
used in the interview process (Rajasekar et al., 2006). The first phase of the draft was made to define 
the targeted group, as well as the questions. This rough draft identified the main category to interview: 
fashion design entrepreneurs who have created a business in the last ten years, allowing to explore more 
information and differences of views and experiences (Morgan, 2007; Coutinho, 2015). Table 1 shows 
the selection process implemented to reach the fashion design entrepreneurs, in which 23 professionals 
from Portugal and 58 among other countries were reached (see Table 1).

As showed in table 1, a total of 81 people were contacted, resulting in 9 interviews obtained. The 
profiles of the professionals interviewed are described in table 2 (see table 2).

As presented in Table 2, the “Fashion design entrepreneurs” interviewed in this study is composed of 
nine professionals. Brands are based in Portugal, the United Kingdom, India, Italy, Poland and France. 
Education levels are very different, and some have studied in higher education programs that were ob-
served in this study, such as Polimoda, Bunka Fashion College, Central Saint Martins, London College 
of Fashion, as well as UE-IADE University/UBI or Modatex in Portugal. The diversity of the profiles 
reunited in this heterogeneous group can also bring more variety in the answers, as views and opinions 
are directly related to the profile and background of the participants.

Additionally, two experts of the field of Fashion Entrepreneurship were also interviewed in order to 
complement the results obtained in the previous group.

Interview Process

As explained by Groves et al., monitoring interviews was made simpler using computerized devices 
(2004, p. 297). The monitoring of the conversation was made by computer using the “Screen replay” 

Table 1. Profiles of the fashion design entrepreneurs interviewed

Selection process
Total of People Approached for 

Interview

Portugal International

-Recently talked about in a Fashion Magazine (ELLE, VOGUE, BoF etc.) 
-Recently rewarded internationally. 
-Fashion degree taken in one of BoF’s top Fashion Schools/ Portuguese Fashion design Programs.

23 58

Final Interviews obtained 5 4
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app, conceived to record the computer’s screen in video format, as well as the sound. To make sure to 
capture both video and audio correctly, a second device was set simultaneously to record the interview, 
guaranteeing that if one device failed, the other was still recording, and data would not get lost. These 
technical details are described in Table 3, where each fashion design Entrepreneur is represented, as well 
as the date of the interview, the tool used, as well as the recording device, the length of the interview, 
and finally the total of words recorded (see Table 3).

All interview recordings were transcribed to writing, a process that would occur right after the inter-
view, to keep the memories of the conversation fresh. Transcripts were sent to the interviewed person 
as soon as possible, to confirm data accuracy and obtain approval (Coutinho, 2015). Interviews were 
held by e-mail only if needed and no other alternative was possible, as it was considered better to use 
interviews held this way than to lose potential data that could be used for this study. The use of e-mail 
was avoided, nevertheless, in some cases, its use was inevitable. It was the case for Indian-based fashion 
designer Richa Aggarwal, or Poland-based fashion designer Alexandra Sulzynska. Other Portuguese 
interviewees had no other options, as some were out on vacations and would not return in time, for others, 
questions related to convenience and lack of time to plan, sit and go through the interview process was 
considered impossible. The answers obtained through e- mail were also considered helpful and useful 
regarding methodological proceedings, as both tools (e-mail/ video-chatting) are considered valid if the 
same questions are asked, even if the possibility to ask further questions and improvise is not possible 
in both (Coutinho, 2015).

Table 2. Profiles of the fashion design entrepreneurs interviewed

Name Age Profession Education Background

Alessandro 
Trincone 26 Fashion designer and founder of the brand 

Alessandro Trincone, created in 2016

Universita’ La Sapienza di Roma” in Science of Fashion and 
costume; 
Polimoda International Institute of Fashion Design & Marketing; 
Bunka Fashion College, Osaka

Richa 
Aggarwal ND Fashion designer and founder of the brand 

Richa Aggarwal, created in 2010
Fashion Design at the National Institute of Technology, India. 
Fashion design degree University of Southampton.

Alexandra 
Sulzynska 28 Fashion designer and founder of the brand 

Jolie Su, created in 2012
Master’s degree in Branding and Fashion Design from UE-IADE 
University, Lisbon/UBI, Covilhã.

Jonathan 
Kirschstetter 29

Co-founder of the brand Saudade de Paris, 
created in 2016. 
Former creative director at Le Coq Sportif.

Master’s degree in Product Design, ENSAAMA, Paris

Susana 
Bettencourt 32 Fashion designer and founder of the brand 

Susana Bettencourt, created in 2011.
BA Fashion Knitwear (Central St Martins); MA Digital Fashion 
(London College of Fashion).

Daniela 
Barros 30 Fashion designer and founder of the brand 

Daniela Barros, created in 2014.
Level IV course at Porto Fashion School/ Escola superior de 
Belas Artes Porto.

Patrick Pádua 29 Fashion designer and founder of the brand 
Patrick de Pádua, created in 2014 Fashion design degree at Modatex (Portugal)

Cristiana 
Costa 22 Fashion designer and founder of the brand 

Näz, created in 2016
Bachelor’s degree in Fashion Des’ student in Fashion Design, 
UBI, Portugal

Joana 
Ferreira 30 Fashion designer and Founder of the brand 

JAHNA, created in 2017. Master’s Degree in fashion design, UBI, Portugal
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Discussion of the Results

Interestingly enough, all participants in this group agreed with the importance of entrepreneurship 
education in fashion design courses, even if for fashion designer Patrick de Pádua: “a designer can’t 
do everything, I can’t be busy working on my new collection and handling paperwork and legal mat-
ters at the same time”, joining Mastered’s Samantha Southern’ s opinion: “Employers are looking for 
polymaths. This means that designers are frequently being forced to focus less on design and more on 
marketing and business elements these days; perhaps the reason why the term Creative Director is now 
more prevalent than that of a Designer”; as experienced by designer Susana Bettencourt: “Right now I 
only can dedicate 10% of my time to my brand”.

All fashion design entrepreneurs agreed on the lack of preparation to enter the market, as French brand 
Saudade de Paris’ Jonathan Kirschstetter observed: “I have had many interns working for me and I always 
detected a lack of knowledge and entrepreneurial thinking” an issue identified by authors Kozar, Hiller 
& Connell (2015) as being the only effective preparation for students for their professional future. As 
for Jolie Su ‘s founder and designer Alexandra Sulzynska: it is “extremely important for fashion design-
ers to know the business. It can help them to figure out what function do they want to have and in what 
kind of the company”. For AwayToMars’ Alfredo Oróbio, the main difficulty for designers to create a 
new venture is the business plan: “being able to show a viable business model, show that it’s possible to 
create fashion goods with any technical knowledge, it is a real barrier in the industry”.

All designers highlighted the importance and difficulty to finance a fashion design project in the 
early stages, as Indian based fashion designer Richa Aggarwal indicated: “you definitely need that 
initial seed money to run a business”; Italian designer Alessandro Trincone also referred “monetary 
funds” as one of the important functionalities a platform should provide. However, Portuguese fashion 
designer Daniela Barros also highlighted the necessity for such incentives, to “be studied better and 
improved, since some do not provide for the necessities of businesses” financial needs and supports 
referenced by author Eliza Kurz as vital (2010), also presented by the European Commission as one of 
their targeted improvement plans in the Entrepreneurship 2020 improvement plan (2013, p. 9). Näz’s 

Table 3. Interview process: technical description

Name Interview Date 
DD/MM/YY

Interview 
Tool Recording Device Time of Interview 

HH:MM:SS
Words 

Recorded

Alessandro Trincone 27/09/17 E-mail - - 380

Richa Aggarwal 24/09/17 E-mail - - 525

Alexandra Sulzynska 12/09/17 E-mail - - 424

Jonathan Kirschstetter 1/09/17 Skype Screen Replay/ 
Dictaphone App 00:21:52 1113

Susana Bettencourt 4/10/17 Phone Call Screen Replay/ Call 
recorder App 00:55:30 2174

Daniela Barros 23/09/17 E-mail - - 547

Patrick Pádua 1/09/17 Facebook 
Video Chat

Screen Replay/ 
Dictaphone App 01:12:31 1294

Cristiana Costa 1/09/17 E-mail - - 776

Joana Ferreira 15/08/17 E-mail - - 464
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founder, Cristiana Costa, agreed that “there should be a platform providing information”. Mastered’s 
expert producer, Samantha Southern, also identified that higher education programs “(...) were falling 
short when it came to equipping design students with the relevant entrepreneurial skills to successfully 
set up their brand or business, particularly in such a fast- paced industry as the fashion industry”, also 
highlighted by Tedeschi et al. (2015), in their study on the importance to implement teaching methods 
to encourage entrepreneurial thinking. Passing on to the final interview phase, two questions were asked 
about the utility of a new platform that could help fashion design entrepreneurs, as well as the functions 
such platform should have. On the total 11 interviewees, all declared an interest in the construction of 
the platform, and some sources declared that the benefit of the platform would depend on its functions. 
Many functions were pointed out by participants, and some solutions were referenced as most important 
to have on a platform. As some of the references were repeating by different sources, the following table 
indicates the number of references for each function (See Table 4).

The content presented in Table 4 shows the different functions referred by the participants. Repeti-
tions of function name by sources of different groups make a total of 10 solutions. Functions like “Info 
guide”, “Networking” and “Mentoring & consulting” come in the first place regarding references made in 
the interviews to fashion design entrepreneurs, combined with the interviews directed to Alfredo Oróbio 
and Samantha Southern. The analysis of these results reinforces the idea to create a multi-disciplinary 
platform, to inform fashion design entrepreneurs and redirect them for solutions adapted to their neces-
sities. Following these answers, the main functionalities of the platform must be to inform visitors on 
upcoming events, guiding fashion design entrepreneurs with suggestions and frequently asked questions, 
as well as providing them with tools to create a network of professionals, able to help them with an issue, 
answer a question, or introduce them to another professional who can help them. Moreover, the platform 
will also have to contain a mentoring and consulting space, where everyone can contribute with their 
past experiences, as well as consult already solved problems experienced by other fashion designers. 
Considering the results obtained and explored in the previous part, the functionalities obtained with 
the qualitative data were reduced to three primary purposes. The first goal is to inform the visitors by 
providing updated information on upcoming events such as contests and forthcoming awards, confer-
ences, scholarships, new incentives, as well as fashion events. The platform will also provide specific 

Table 4. Profiles of the Fashion Design Entrepreneurs interviewed

Functions References

Data base of partners (services, trade etc.) 2

Financial solutions 5

Info Guide (How to...) 8

Intellectual propriety (IP) 2

Mentoring & consulting 9

Networking 11

Marketing & Communication help 4

Paperwork & legal matters 3

Rate partners 1

Business model help 4
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information that could be useful for fashion design entrepreneurs, such as entrepreneurship workshops 
and conferences, crash courses and online courses, as well as entrepreneurship gatherings and other events 
that were approached during the interviews process. This first functionality will also provide a “how-to 
guide”, with tips and tricks that are frequently asked on several topics such as intellectual propriety, 
legal matters, incentives, contests, etc. The second purpose is to provide networking possibilities for 
fashion designers in need of new contacts, specific profiles, as well as present interesting professionals 
to each other, always respecting a collaborative logic, as well as using other professional networking 
platforms such as Linkedin. The third purpose will explore a consulting and virtual mentoring space, 
where professionals will share their issues and doubts to obtain the right tools and guidelines to overcome 
a specific phase or problem. These functionalities will be explored in the first phase of the platform, as 
their efficiency and adaptability to the real world will be tested in a pre-launching stage. It is crucial to 
observe if these functionalities are sufficient and fulfill the needs of fashion design entrepreneurs to give 
an appropriate response to professionals lacking support. For that matter, the pre-launching phase will 
be considered like a prototyping phase, where every detected problem with the platform, functionalities, 
and accessibility to users will be revised and corrected if necessary.

FUTURE RESEARCH DIRECTIONS

As this study is reaching its conclusion, the limitations associated with this study are related to the need 
to improve further this investigation. It is important to remind the fact that a real the present study came 
from a real lack of information on fashion design entrepreneurs, as the study of this topic is still very 
recent. The improvement of scientific investigation on fashion design entrepreneurship is therefore crucial.

It also seems very important to introduce the data obtained in this study and continue to add more 
data in the future, by keeping contact with the people interviewed to get an evolution of the results in 
the next few years. To increase the level of data to be obtained in the future, a document was created to 
keep track of the designers interviewed, in order to compare these results with future data, as well as 
exploring the evolution of the projects and brands created (Mwasalwiba, 2012, p. 42). Moreover, it is 
crucial for this field to develop into other studies and programs, linking education, industry professionals, 
and market experts and see how this network can evolve in the future, as well as creating new ventures, 
new projects and the opportunity for interesting studies to make.

Considering the growing amount of studies focusing on this multidisciplinary topic, as well as the 
new solutions appearing each day on the market to facilitate entrepreneurship in fashion design, review-
ing this state of the art in a few years will be of particular interest. As fashion design will continue to 
grow, new technologies will appear, innovation-driven solutions will appear on the market to create new 
paradigms of fashion entrepreneurship.

CONCLUSION

The primary objective of this investigation was to comprehend entrepreneurship as a potential solution 
for young fashion designers.
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Furthermore, by exploring entrepreneurship in the fashion design field, this study observed some of 
the solutions implemented by governmental institutions or third-parties, aiming to improve the creation 
of innovative projects in this industry.

It can be concluded that the fashion designer of tomorrow will have to reunite the skills that any 
fashion designer is supposed to have after graduation but also attending to the needs of the society and 
the ever- changing character of it, the fashion designer will have to possibility to be much more than a 
creator, as its pro-active character and entrepreneur mindset will be more than ever, tools to make the 
difference. Fashion designers should always think in terms of value, the importance to create higher value 
for people, to improve their lives and their everyday moves through garments, once again, a correlation 
between entrepreneurship and apparel design.

Through the results obtained in the interviews, it can be concluded that fashion design higher-edu-
cation courses do not prepare their students for the new challenges of a society always more directed to 
entrepreneurship.

Such courses must have a base to create the foundations of the program, and also attend to all the 
characteristics involved, such as the level of education, the type of course in which entrepreneurship is 
taught, the teachers involved in the program as well as the activities proposed to students, moreover, the 
program itself should be defined in terms of objectives, adapted to each student, also considering that 
the definition of entrepreneurship is the base to all entrepreneurship courses, as its definition and views 
are the central issues in the making of such programs (Mwasalwiba, 2012).

As it was observed throughout the results, it is crucial that young designers develop contact and 
ability to find external resources as soon as possible. For that, it is imperative to educate these future 
professionals in the classroom, as institutions should be linked directly to the industry and show their 
students this connection, which would also turn it easier to connect with enterprises through partner-
ships, internships or other activities outside the classroom, involving the students as well as the educators 
(Kozar & Connell, 2013).

It is also highly relevant to keep in mind the critical differences between generations, as there is an 
existing gap between educators, students and the market, which can be translated to misconceptions of 
the fashion design course itself and the expectations that students have when entering a fashion design 
program compared to what is expected of them by their educators. Moreover, designers already working 
on the market and experts find a lack of knowledge, as well as general financial difficulties, issues con-
cerning sourcing and production for small quantities in early stages, as well as challenges in production, 
marketing, and development of small businesses.

It is consensual that entrepreneurship should be a part of education programs as a way to think and 
act, however, it could be proposed as an actual discipline for students in an optional choice.

The evident issues of teaching parties in fashion design courses can be related to the actual lack of 
entrepreneurs inside these courses, who could become motors for these higher education programs, as 
opposed to other educational systems or private institutions that facilitate the access of teaching positions 
to people directly related to a specific market. For higher-education institutions, the lack of connection 
with the industry could also be one of the causes of this issue. The creation of partnerships with enter-
prises, retail brands, and fashion designers could beneficiate all parties and create new ventures, as well 
as motivate these young designers to develop their own business in the future.

As the industry must deal with daily challenges such as competition, globalization, marketing, inno-
vation or sustainability (Segonds et al., 2014), young fashion designers are pushed into an ever-evolving 
machine, where being creative is only part of the solution, as globalization is crucial to understand this 
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ever-changing field (Aspers, 2010). Innovation is critical for the future of fashion as it is crucial for the 
future of entrepreneurship (Ünay & Zehir, 2012), as well as intrapreneurship. “Intrapreneurs” are no 
more than entrepreneurial mindsets who work for other parties (Hisrich, 1990), as their vision, skills, 
and qualities go towards entrepreneurial ones, they are important motors of industry and corporations 
thanks to their competitiveness and innovative qualities (Hisrich et al., 2007). Therefore, it is more than 
ever crucial to develop the minds of fashion design students for the use of these skills and make them 
understand that entrepreneurship is not only about creating their brand but also how to be successful, 
innovative and forward- thinking as a contributor of the fashion industry. As a result, it can also be con-
cluded that young fashion designers lack entrepreneurial skills and attitudes, which could benefit them 
in the creation of their project, as well as working for other parties.

Portugal is experiencing a new record in reaching the highest number of students entering higher-
education courses for the past seven years (Silva, 2017). It is imperative for fashion design courses to 
develop solutions to grow awareness among their students of the difficulties and solutions that come 
in the way of entrepreneurs (Kurz, 2010), as students continue to be lured into courses promising them 
a career as entrepreneurs, even if entrepreneurship is not part of the curricula nor is it taught as a way 
to think. It is therefore imperative for higher-education to clearly define the grounds on which fashion 
design courses must operate in the future, an opinion also shared by Colleen Mills in her scientific ar-
ticle “Navigating the interface between design education and fashion business start-up” (2012), where 
the author suggests the need to feel the gap between fashion design higher education programs and 
entrepreneurship education.

As it was evidenced by the study, the need to stimulate entrepreneurial thinking and future behaviors 
is crucial and can only work if educators create an entrepreneurial environment inside the classroom, 
proposing new models of evaluation, ways to work and react, for students to become pro-active. Interviews 
have shown the need for entrepreneurial content inside classrooms; even if not “forced” on students, 
entrepreneurship should not be considered as a discipline for fashion design courses. However, it should 
be viewed as a way of thinking, a behavior that students should adopt to become self-efficient profession-
als, working for an enterprise (intrapreneurship), or on their venture as entrepreneurs (Hisrich, 1990).

Fashion design entrepreneurship is still a very recent topic regarding investigation, meaning that the 
scientific community of the field must investigate further on this multidisciplinary subject. This study has 
evidenced the need for fashion design courses to re- adapt their curricula, considering this new paradigm 
in the industry, as suggested by authors to create a bridge between the industry and higher-education 
courses (Aspers, 2010; Kurz, 2010; Cruchinho, 2009; McRobbie, 2005).

This need for entrepreneurial contents in fashion design courses also translates itself years after, 
for fashion designers who strive in beginning their venture, as evidenced during the interview process, 
whether in Portugal or abroad, as many professionals stated that there is an apparent lack of entrepre-
neurial contents in fashion design courses, a lack of information that could have benefitted them when 
starting their brand or project. Moreover, this study has established the need for incentives and platforms 
specially directed to fashion design ventures, as general associations for entrepreneurs cannot always 
help the specificities experienced in the fashion industry (Wenting, 2008). On the other side, already-
existing physical platforms like Moda Lisboa or Portugal Fashion can only help emerging designers 
to project their collections for a limited time and cannot help fashion design entrepreneurs on specific 
matters like IP, funding, administrative processes, commercialization, marketing, etc., a reality highly 
evidenced by the qualitative data collected during the interviews. Therefore, based on qualitative data 
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resulting from the interviews, a solution was proposed to fill the gap evidenced by this study. The study 
also explored existing solutions in Portugal and abroad, that offer to help fashion design entrepreneurs 
in different ways. Although, the lack of information available for fashion design entrepreneurs starting 
a new venture was blatant and therefore, the proposed model, is a first draft of what could become the 
missing link for these emerging fashion ventures. This study also gained precise information through 
the data collected interviews, that are the base for the platform, as its design and functionalities followed 
an accurate process, obtained through encoding. The creation of the platform is not only beneficial for 
fashion design entrepreneurs as an informative tool, it can also contribute to the discussion on fashion 
design entrepreneurship and create a safe setting for the future of this field, by building a participative 
and collaborative network of professionals, willing to change the fashion design industry into a more 
positive and sustainable environment (Beard, 2008; Clark, 2008; Sull & Turconi, 2008). The solution 
proposed will also have to be revised in the future, considering the changes and new technologies to come, 
as well as specific needs and issues for the fashion design entrepreneurs of tomorrow. As the platform is 
under construction and needs further testing, visitors are welcome to send their opinion on the initiative.
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ABSTRACT

This chapter aims to identify and analyze the main strategies for the qualification of inbound tourism 
and hospitality. This study is supported by the theory of planned behavior and concepts of inbound 
tourism, hospitality, creativity, and innovation. The study uses method of case study, as methodological 
procedures workshops were held with stakeholders of Rondônia tourism trading; there were collection 
of data, participant observation, and an analysis of documents, allowing critique about the causal 
relationship. The SWOT matrix was applied in the production of the survey report. As a result, there 
has been a recognition of the tourism potential in the scenario and the necessity for strategic planning 
of the attributes; valid elements for social innovation by qualifying strategies for inbound tourism and 
hospitality are indicated. The originality is on proposing strategies that empower the marginalized and 
socially excluded population, promoted the touristic resources, indicate management alternatives to 
qualify the inbound and hospitality, and contribute to the regional development.
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INTRODUCTION

The National Tourism Plan published by Brasil (2013) presents promotional strategies for the sector, 
leading to the prospect of economic and social development and the eradication of poverty. It contains 
management guidelines that encourage dialogue with organizations in civil society while promoting 
social innovation, entrepreneurship, job creation, and regionalization by a multidimensional aggregate. 
This study focuses on issues related to forms of social innovation by tourism, from a valid and oriented 
perspective. It considers the significance of tourism to the integrated development of the region, given 
the positive impact that this field of activity already presents at this early stage.

Data published by Brasil (2013) point out that the tourism sector, in terms of growth, outperformed 
the Brazilian economy; it represented 3,7% of the Brazilian Gross Domestic Product (GDP), and gener-
ated 8,3% of jobs in the country; as well as increasing the credit granted by financial institutions. The 
trend of Brazilian tourism is to increase. Investment in social innovation, when related to tourism, makes 
a significant contribution to socioeconomic development. Lima (2011) notes that investment of this 
nature in European countries indicates exponential growth for GDP, and this has roused the University 
to undertake research on the topic.

The above factors imply elements which are directly relevant to the State of Rondônia, in the northern 
region of Brazil This State has a tourist potential that the economy might exploit, considering its current 
living conditions and immediate economic, social and cultural situation. Nevertheless, obstacles to this 
development remain, because the actors involved are not sufficiently prepared to move forward. With 
this in mind, this study aims to answer the following research question: How could we describe the strat-
egies to encourage social innovation by inbound tourism and hospitality in the State of Rondônia? To 
answer this question, we propose (a) as a general objective the study of the key strategies for qualifying 
as a tourist attraction for inbound tourism and hospitality; and (b), as specific objectives: (1) to point 
out the strategic elements in qualifying for inbound tourism and hospitality in the scenario under study; 
(2) to analyze the perspective from which the implementation of the strategic elements in practice will 
take place; and (3) to indicate the elements of social innovation in support of a qualification strategy for 
inbound tourism and hospitality. The task rests on Planned Behaviour Theory and invokes the concepts 
of inbound tourism, hospitality, tourism, creativity, innovation, SWOT analysis, with the support of 
theories that allow state of the art interpretation.

THEORETICAL AND CONCEPTUAL REVIEW

The definition of tourism presented by Esteves (2015) refers to phenomena and relations emerging from 
the interaction between tourists and service providers, government, communities, universities and orga-
nizations in the process of attracting, transporting, receiving and managing tourists. The term ‘inbound 
tourism’ presented in Freire (2015) is defined as a business process where practices connected with the 
permanent presence of people going to/at a destination are managed. It consists in providing services and 
products of interest, desire and necessity for visitors and a set of organizational and logistical elements 
arranged for receiving them, which involves the complexity of human reception activities supported by a 
tangible infrastructure where tourists meet residents. To Pezini et al (2014), in Brazil it is an alternative 
to other kinds of social, economic, cultural and political development once its effectiveness depends on 
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an urban infrastructure (transportation, security, law), community awareness, and the manually-skilled 
labor and hospitality of the place where tourists are received.

The term ‘hospitality’ is related to the act of receiving and giving shelter to a traveler. For Pimentel 
(2012), it includes all the receptive touristic-social machinery held by agencies, sectors, companies or 
individuals who have contact with visitors and offer structures and services. The effectiveness of the 
hospitality encourages social participation, involvement and the sharing of experiences between cultures, 
customs, values and people; it is a socio-cultural and professional phenomenon that needs investment 
and strategy to be effective.

The study by Wada (2012) brings a strategic approach to managing the experience of hospitality; it 
sees it as the convergence of private, commercial and social activities. The private activity is related to 
the host’s knowledge and care of the physiological and psychological needs of the visitor. The commer-
cial activity concerns the search for financial results, production and certain profit. The social activity 
involves the reception of a guest by strangers, with the fundamental features of reciprocity and the status 
and prestige of the tourist.

Wada (2012) posits that the creation of value for the marketing of products and services in tourism 
depends on the understanding by the stakeholders of the effect of their behaviour, values, history and 
context. The stakeholders are asked to provide the best possible service in inbound tourism and hospital-
ity; so the training of the actors involved and meeting the needs of visitors contribute to the behavioral 
predictability which improves results in tourism.

Theory of Planned Behaviour applied to tourism

The Theory of Planned Behaviour (TPB) formulated by Fishbein and Ajzen and presented in Gomide 
(2014) is used to explain the relationship between attitude and behaviour and has been used in different 
studies; to apply it to tourism is innovative. The theory determines the following constructs: (1) attitude 
to behaviour; (2) subjective standards; and (3) perceived behavioral control. This knowledge is useful 
for implementation of projects and programs aimed at changing people´s behaviour in order to achieve a 
defined objective. Table 1 below highlights the strategic elements or operational indicatives for effective 
process management, which focuses on helping the tourism experience to improve.

The concepts of Planned Behaviour Theory applied to tourism are aimed at modifying the behaviour 
of the actors that relates to inbound tourism and hospitality, which, together with the concepts of creativ-
ity and innovation, will satisfy visitors and meet their needs and expectations.

Creativity and Innovation Applied in Tourism

Sanmartin (2012) presents creativity as an individual characteristic resulting from a combination of 
skills and attitudes that favor the deepening of experience. It is a perception that conditions can make 
changes in everyday life. The person who creates has mental processes, motivation and learning which, 
along with environmental and cultural influences, foster the development of new ideas. A predisposition 
to create is related to the risks that the individual is able to take and the barriers that s/he can surmount, 
coupled with the Ability to use innate skills, learned skills and motivation. Creative innovation occurs 
when professionals are encouraged to contribute their own ideas to a project in a continuous process that 
helps a culture of innovation to develop. With creativity, the individual can break up an existing pattern 
and introduce Something new.
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For Sanmartin (2012) innovation occurs when the implementation of a creative idea generates the 
desired result. Innovation is the result of a systematic process, measured and managed strategically, defin-
ing design criteria, objectives, deadlines and responsibilities. Innovation, as diffused by the Oslo Manual 
and presented in Pedro Filho (2016), lies in the implementation of a new or improved product, good or 
service. A new process, marketing or organizational method in business practices can restructure the 
workplace or a firm’s external relations. Innovation is characterized by the incorporation, combination 
or synthesis of knowledge in products, processes or significant and valued but unpublicized services.

The discussion of creativity and innovation in tourism is relevant in view of the intensified competi-
tiveness in this industry, and the products and services offered by inbound tourism. To Esteves (2015), 
tourism becomes innovative by the incorporation of technologies for developing skills, raw materials, 
services, and a management model adopted by the suppliers. Innovation must be present throughout 
the tourism system, through its economic performance, demand, technology, organizational strategy, 
individual entrepreneurship and the role of the state.

Initiatives in each of these elements will strengthen tourism and the resulting local developments. 
These elements are forces that enhance innovation in tourism, demanding that the expected impacts 
should be generated by strategic management.

Social Innovation as a Strategy for Integrated Local Development

Studies in Emmendoerfer et al (2011) and Correia et al (2015) present social innovation as an economic 
restructuring strategy that appears to meet the demands and solve social problems at the institutional, 
organizational and individual levels by diminishing the power of the state. This innovation involves social 
intervention as a way of developing and adopting technologies or arrangements by which social relations 
can be transformed, promoting inclusion by creating jobs and improvements in the general standard of 
living. These two authors believe that individuals and organizations can bring about social innovation 
when excluded individuals become responsible for the decision-making in the design and creation of 
goods and services, and can develop the autonomy to form new relationships in the home and at work. The 

Table 1. Application of the planned behaviour theory to inbound tourism and hospitality

Concept Application to Tourism Operationalization

Aims to predict the individual´s 
behaviour in a given situation. Aims to predict the behavior of a tourist.

Know and analyze why the tourist has a 
determined attitude and subjective norm 
using internet tools and social networks.

Individuals are rational, use available 
information and assess the consequences 
of adopting a behavior.

Offers the tourist an experience that meets 
or exceeds his expectations. Provides 
information and assesses the satisfaction of 
the customer.

Know the goals, interests and needs of the 
tourist, seeks to serve her/him, assesses the 
customer perception and proposes improved 
alternatives.

The behavioral intention is defined by 
attitude, social pressure and individual 
beliefs.

Leads the individual to believe that the 
tourism experience will bring positive results 
and evaluations; recounts or recalls the 
positive experience of other people.

Invest in services, infrastructure, marketing, 
inbound tourism facilities and hospitality.

Individual perception of the effort 
required to adopt a behaviour given the 
resources available and their own ability.

Facilitates access and provides the required 
resources to the tourist for her/him to decide 
on a certain tour package, period of time or 
region.

Submit price proposals, facilitate the 
payment, invest in marketing, ease the 
access.

Source: Prepared by the author on the basis of Gomide (2014) and Silveira e Maia (2015).
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organization becomes an agent for social innovation by forming new divisions and ways of coordinating 
work, presents structural configurations in networks or projects; expands the interaction of the public and 
private sectors; and allows stakeholders to meet the collective and social responsibilities of mediation.

To Emmendoerfer et al (2011), one sign of social innovation in tourism is the substitution of macro 
national policies for regional policies so as to minimize the socioeconomic impact of generating em-
ployment, promoting the local culture and income and preserving the natural resources. Correia et al 
(2015) point out that when it contributes to the generation of methodologies, productive initiatives, and 
democratic and participatory policies, social innovation leverages local resources for development; It 
presents proposals for emphasizing social and environmental solutions that involve the social actors in 
processes of awareness, mobilization and learning; promotes local development by creating ideas that 
meet the necessities and aspirations of the individuals, transforming policy and practice; moreover, the 
mobilization and coordination to find solutions and tackle regional demands strengthen local self-belief 
and enrich the collective consciousness.

To Lima (2011), the power of social innovation is the perception by society of a gap between what 
exists and what should exist; the search for solutions and training of agents mobilizes the exploitation 
of the regional potential present in the context of life. All this potential can be also applied to promote 
the development of tourism in Rondônia.

Concepts of SWOT Analysis

SWOT analysis is a system for evaluating the strategic position of a subject (often an organization) in 
relation to its Strengths, Weaknesses, Opportunities and Threats. The analysis assesses the current state 
by considering the external environment (where opportunities and threats come from) and the internal 
environment (where the Strengths and Weaknesses are apparent). The strengths and weaknesses are 
weighted according to internal factors, namely human resources and their capacity, knowledge and 
skills, and physical resources through the installation of equipment, technology and other things. The 
opportunities and threats are analyzed with regard to external factors that may block the achievement 
of the proposed objectives. These variables must be known and strategies adopted to minimize their 
impact when negative and enhance their influence when positive; the adoption of these strategies will 
characterize the competitive advantage (RIBEIRO, 2011).

METHODOLOGY

Works by Gil (2010) and Marconi and Lakatos (2011) suggest that this will apply social research of both 
qualitative and quantitative types, or mixed methods research, as Creswell calls it (2010). This research 
analyzed the data generated in a 30-hour training workshop aimed to raise awareness of inbound tourism 
and the hospitality required to attract local tourism in 28 strategic representatives of public and private 
initiatives and of the third sector. The participants were selected by the Business Council of Tourism 
and Hospitality of the State of Rondônia – CONETUR – by a non-random process which, according 
to Creswell (2010) constitutes a quasi-experiment. It is a descriptive statistical sample composed of 4 
government representatives, 4 representatives of travel agencies, 4 hotel representatives, 4 representatives 
of bars, 4 restaurant representatives, 4 representatives of the third sector and 4 representatives of tourist 

 EBSCOhost - printed on 2/8/2023 1:24 PM via . All use subject to https://www.ebsco.com/terms-of-use



211

Social Entrepreneurship and Innovation
 

agencies. By its creative friction the workshop stimulated the construction of projects for the develop-
ment of tourism in the state focused on innovation, which will also be used as a data source for this study.

The technique to be adopted will be field research according to the guidelines contained in Marconi 
and Lakatos (2012) which specify that information or knowledge about a problem is selected from the 
observation of facts and phenomena. The study may be classified as quantitative descriptive field re-
search, since it consists of an empirical investigation whose purpose is to analyze the characteristics of 
the phenomenon under study, using formal methods and techniques for data collection. In compliance 
with the ethical recommendations, we distributed consent statements, guaranteeing the anonymity of 
the participants

Method

For the preparation of this research, based on Creswell (2014) the Case Study method was applied. For 
an author, a case study is a comprehensive qualitative methodology which allows a researcher to explore 
a limited system over a certain period, through the collection of in-depth detailed data, involving mul-
tiple sources of information. The research considered as it case study a strategy workshop focusing on 
innovation on inbound tourism and hospitality, for leaders in the tourist activities specified above. The 
concern was to characterize strategies for social innovation in tourist hospitality in the State of Rondônia. 
The problem was to be analysed through participant observation of the events and the critical use of data 
from the application form and by the analysis of projects prepared by the participants.

Adopted Procedures

The procedures used for data collection were participant observation, which according to Marconi and 
Lakatos (2011) involves interaction between the researcher and the participants with the aim of collecting 
data. The researchers become part, integrating, sharing and analyzing the social conditions, perceiving 
conflicts and tensions; and establishing communication links with the actors involved in the situation 
under study.

A structured questionnaire containing 36 statements compiled by the authors was also distributed to 
the participants. Of the statements, 7 referred to the identification of personal characteristics collected 
at a nominal range, as defined in Oliveira (2001). The other 29 related to the theme and were intended 
to identify by scale the perception by the group of its own ability to apply creativity and innovation to 
inbound tourism and local hospitality in view of the concepts learned. Its design was structured to allow 
responses on a Likert scale of 5 points. The reliability of the form is related to its validation through 
Cronbach’s Alpha program 0.923.

The third procedure was the analysis of documents produced by the participants. The analysis of the 
data resulting from participant observation, the questionnaire responses and the elaborated projects were 
analyzed by means of the SWOT matrix.

The Likert scale was used because it allows researchers to measure the strength of belief among the 
participants about a particular object, the force with which these beliefs are held and the value attached 
to the object, as shown in Oliveira (2001). This scale features assertions related to the object under study 
that will be evaluated according to the degree of agreement Thus, TA refers to Totally Agree, PA - Par-
tially Agree, I - Indifferent, PD - Partially Disagree and SD - Strongly Disagree.
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Study of The Social Innovation Focused on Proposed Qualifying Strategies

The state of Rondônia, is located in northern Brazil. It has 52 municipalities and its capital city is Porto 
Velho. According to the Brazilian Institute of Geography and Statistics (IBGE), in 2015 the state had 
an estimated population of 502,748 people. According to Brasil (2014), the GDP in 2012 represented 
12,7% (an amount of R$ 26,024 million) of the total for the Northern region, putting this state in 3rd 
place in the rankings. In economic terms, it spends 28,5% on public administration and defense and 
social security; Farming takes up 20,5%; Trade, 12%; and Construction, 11,1%. Aggregating economic 
activities by sector in 2012, the participation in services accounted for 61,2% of its income; Farming 
accounted for 20,5% and Industry for 18,3%.

Pedro Filho (2013) indicates that the State of Rondônia has the potential for ecotourism owing to its 
natural attractions. Aiming to learn about and exploit this potential, the workshop was arranged to train 
local leaders in tourism. As noted above, a questionnaire containing 36 statements was administered.

Table 2 below discriminates between the assertions applied to the respondents and seeks to assess 
their perception of inbound tourism, hospitality, behavioral intention, creativity, and innovation. The 
confrontation between these data and the theory will be examined in order to indicate the key strategies 
to qualify for inbound tourism and hospitality in Rondônia.

These data will be compared with the indicatives of the theoretical framework to meet the general 
and specific objectives. The constructs of attitude and subjective norm were measured by items 1 to 
5 in Table 2 and the perceived behavioral control was measured by items 6 to 15. By analyzing the 
constructs of attitude and subjective norm, it was found that the respondents are likely to adopt innova-
tive behaviors in inbound tourism and hospitality. The construct of perceived behavioral control was 
also confirmed by the respondents, and therefore a behavioral intention among the participants of the 
workshop can be claimed.

The only items that the individuals agreed on partially are related to the receiving influence of the 
environment. Influences can be internal or external to the organization, but items 6, 8 and 14 confirm, 
according to Figure 1, that these influences are external factors that may hinder the respondent’s abil-
ity to innovate and be creative. External factors are environmental conditions that negatively affect the 
achievement of the objectives and are considered by the participants to be related to the government.

Items 16 to 19 of Table 2 evaluate inbound tourism; their intention was to measure the perception of 
the respondent of the possibility of investing in local inbound tourism. It is shown in Figure 2 that the 
respondents perceive tourism as a factor of local change, which Rondônia is capable of instituting. How-
ever, it was pointed out in item 19 that not everyone believes the State to have the necessary resources. 

Figure 1. Behavioral intention of the participants
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Such resources are those of urban infrastructure; the encouragement of cultural activities; making the 
physical environment more attractive; state investment in tourism. These statements are consistent with 
the discussions in the group during the workshop when the researchers applied participative observation.

Items 20 to 24 aim to measure the respondents’ perceptions of creativity concepts. The data show 
that most of the respondents perceive themselves capable of adopting creative attitudes, though they find 

Table 2. Answers of the respondents to the assertions

Assertions
Answers in %

TA PA I PD SD

1. The development of innovative strategies is possible. 100 0 0 0 0

2. I believe I can contribute with innovative strategies. 76 24 0 0 0

3. Based on past experience I believe I am able to innovate on inbound tourism. 59 41 0 0 0

4. I am aware of people or organizations nearby with innovative strategies. 47 47 0 0 0

5. I am able to influence those close to me to adopt innovative strategies. 59 41 0 0 0

6. I understand the factors that encourage the implementation of innovative strategies 29 41 12 18 0

7. I perceive internal factors that encourage the implementation of innovative strategies. 44 44 6 6 0

8. I perceive the external factors that encourage innovative strategies. 33 47 7 13 0

9. I believe that these will be valued by the organization when it adopts innovative strategies. 76 18 6 0 0

10. I perceive impediments to operationalizing innovative strategies. 38 19 25 19 0

11. I perceive internal impediments to operationalizing innovative strategies. 47 18 18 12 6

12. I perceive external impediments to operationalizing innovative strategies. 35 24 24 12 6

13. I believe I am able to overcome the internal impediments 41 59 0 0 0

14. I believe I am able to overcome the external impediments. 29 53 0 12 6

15. I believe that I will be criticized for not adopting innovative strategies. 41 35 12 0 12

16. I believe that inbound tourism contributes to local development. 82 18 0 0 0

17. It is possible to overcome problems and find alternatives in local social segments. 71 18 0 12 0

18. I believe that Rondônia has potential for tourism development. 88 13 0 0 0

19. Rondônia has local resources to promote inbound tourism. 29 59 0 6 6

20. I am able to develop new and useful ideas for the promotion of tourism. 59 29 6 6 6

21. I can present adaptable and fulfilling ideas for tourism. 41 47 0 12 0

22. I realize that my cognitive models of local tourism have been expanded. 47 35 12 0 6

23. I can operate and produce knowledge for local tourism. 47 41 0 12 0

24. I am able to solve complex problems by developing creativity. 31 56 0 6 6

25. I believe that inbound tourism is an important segment for tourism. 88 13 0 0 0

26. I believe that hospitality is the act of welcoming. 93 7 0 0 0

27. I am able to offer services for inbound tourism and hospitality in Rondônia. 50 38 0 6 6

28. I am able to implement new products or improved services 56 31 6 6 0

29. I can incorporate, combine and / or synthesize knowledge in services. 63 25 6 6 0

Source: Questionnaire prepared by the authors based on the theoretical framework.
Subtitle: Items 1 to 15 measure the behavioral intention. Items 16 to 19 assess local inbound tourism. Items 20 to 24 analyze creativity 

and items 25 to 29 measure innovation, inbound tourism and hospitality.
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themselves only partially prepared to present adaptable and fulfilling ideas and solve complex problems, 
as pointed out in Figure 3.

It is possible to relate this difficulty to the organizational platform. Items 10 and 11 in Table 2 confirm 
this hypothesis; here, participants claim to realize the existence of internal impediments to operational-
ize innovation and in item 13 they indicate their difficulty in overcoming the internal impediments, as 
shown in Figure 4.

To change these contextual factors, the training of personnel, the opening of space for discussion, the 
stimulation of creativity to share organizational challenges and a search for creative strategies to solve 
problems seem to be necessary.

The perceptions of innovation, inbound tourism and hospitality were measured from responses to 
assertions 25 to 29, listed in Table 2. The predominance of a fitness behavioral favorable to a qualified 
service, simplified product or improvement in inbound tourism and hospitality is noted; this indicates 
a belief that inbound tourism is an important segment of tourism, which could turn logical argument 
into concrete action.

Figure 2. Local inbound tourism

Figure 3. Perceptions of creativeness

Figure 4. Perception of the internal impediments to innovation
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Strategic Elements for the Qualification of Inbound 
Tourism and Hospitality in Rondônia

The data generated by the answers to the questionnaire, combined with those from the documents pre-
pared by the Participants and the theoretical reference indicate as strategies the following items:

• Competitiveness: Create holiday itineraries that include local tour packages; offer advantageous 
prices; create new services such as a Porto Velho City Tour;

• Economic Performance: Adopt planning strategies to achieve the desired financial results; un-
derstand the behaviours, values, history and context of the stakeholders; meet customers and as-
sess their perceptions; propose improvement alternatives using the internet;

• Technology: Include regional hotels in search engines; create Websites with photos and accom-
modation options; add values for easy access, purchase and to stimulate interest; invest in the 
training of manpower;

• Organizational Strategy: Create organizational space for discussion, encourage creativity in em-
ployees; implement incremental innovations; implement radical innovations;

• Individual Entrepreneurship: Invest in new services and products; invest in new work process-
es; create networks of craftspersons and local businesses.

• Role of the State: Carry out policies to promote local tourism, upgrade the municipal tourism 
plan; invest in urban infrastructure; manage tourism marketing, qualify specific sectors; partnering.

The Elements of Social Innovation That Would Help Install the 
Qualification Strategies for Inbound Tourism and Hospitality

Social innovation is an economic restructuring strategy that appears to meet the demands and solve 
social problems. It involves social intervention as a manner of development and the adoption of tech-
nologies that transform social relations, promote inclusion, create jobs and improve people’s standard of 
living. This section addresses the following question: What elements of social innovation will support 
the qualification strategy for inbound tourism and hospitality? Below summarizes the possibilities for 
meeting the demands identified in the survey:

Figure 5. Perceptions of innovation, inbound tourism and hospitality
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1.  Competitiveness:
a.  Create tourist centers in the state;
b.  Map the tourist attractions of the poles;
c.  Implement a state tourism plan.

2.  Economic performance:
a.  Seek investment from regional financial institutions;
b.  Foster social interaction and an appreciation of the local culture;
c.  Strengthen ties with the region, recover and preserve local resources;

3.  Technology:
a.  Innovate in products and services and present consistent prices in competition;
b.  Provide environmental solutions that involve social actors in the process mobilization;
c.  Empower marginalized groups, suppliers and local hand work;

4.  Organizational strategy:
a.  Make labor relations flexible;
b.  Bring to the organizational platforms the ideas of social actors;
c.  3 attend to social problems;

5.  Individual entrepreneurship:
a.  Income generation to groups linked to art and culture;
b.  Income distribution and strengthening of local trade;
c.  Creation of craft networks and local businesses.

6.  Role of the state
a.  Adoption of regional policies that minimize the socioeconomic impact of the changes;
b.  Develop a civic sense in the population, increasing the sense of belonging and security;
c.  Promote people’s involvement in planning;

Innovation involves social intervention, adopting technologies and arrangements that can transform 
social relations. Individuals and organizations become agents who contribute to decisions, take initiatives 
and build new relationships. When applied to tourism innovation can be detected from the adoption of 
regional policies that minimize the socioeconomic impact of change to generate employment, promote 
the local culture, raise incomes and preserve the natural resources. It exploits the regional resources, 
contributes to the generation of methodologies, and produces initiatives and democratic policies; It 
presents environmental solutions which involve social actors in mobilizing and learning processes. Local 
beliefs and collective consciousness are strengthened. Unlike social challenges, it increases the percep-
tion of power which enables efforts to be mobilized to solve problems. All these initiatives are possible 
if tourism in Rondônia receives investment.

CONCLUSION

Rondônia is has a great potential for tourism. Natural, social, cultural and economic resources require 
planning and management. This research mentioned throughout the elements needed to improve inbound 
tourism in the region; the perspectives from which these elements were applied to its present situation 
were analysed and the strategies for social innovation by tourism were characterized.
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The establishment of partnerships between the public and private sector, the third sector and society 
allows effective, democratic and participatory intervention. Investment in inbound tourism and local 
hospitality is able to restructure the economy of the state, generate employment, raise income and 
increase the people’s standard of living. Investment in the requisite infrastructure for inbound tourism 
and hospitality will attract a demand for projects to be funded, which would be reflected in increased 
the state revenue and the consequent strengthening of the state’s economic potential. The resources 
from these actions could be invested in urban infrastructure, public awareness of inbound tourism, and 
the rehabilitation of the State’s culture to preserve and maintain the historical heritage. Investment in 
public policies for marketing tourism in the region, starting with urban planning to facilitate access, 
promote a civic sense in the population, and encourage social inclusion through art, will attract national 
and international tourists.

The study demonstrates that is possible to implement strategies for social innovation by investing in 
inbound tourism and hospitality. It incorporated valid guiding elements of action planning, management 
and the implementation of planning in public and private institutions, with consequent benefit to society. 
In this context, the participation of the University is considered important, for it can provide the free 
knowledge necessary to carry out strategic planning and the preparation and the training of managers 
who will be leaders in both the private and public spheres.
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ABSTRACT

The globalization of markets emphasize the entrepreneurship phenomenon. Cantillon is identified as 
one of the pioneers in the subject. In this chapter, the authors work this subject in the field of sociology, 
focused on agency and structure pleadings, understandable as a human action, which starts from a ra-
tional choice and with an action sociology. Based on a doctoral research carried out with the objective 
of identifying the profile of women entrepreneurs, this chapter seeks to stylize some material that was 
left open in the empirical elements collected, namely the role of entrepreneurial immigrant communities 
in the Algarve region and the interculturality present in the behaviors observed.

INTRODUCTION

This chapter ‘Migrant and Entrepreneurial Women on Algarve’ identify the study object as migrant 
women living in the identified region.

This object raises questions to answer by determining for that purpose, the objective: to identify 
entrepreneurial profiles. For this it is necessary to analyze attitudes and behaviors that characterize the 
patterns of this social group.

Likewise, this study assesses the economic, social and cultural impacts that these entrepreneurial 
women activities have on the region.

The entrepreneurship phenomenon has been the target of several studies, with an eclecticism of 
positions (Baptista & Leitão, 2015; Campos & Soeiro, 2016; Boava & Macedo, 2011; Carvalho & Da 
Costa, 2015; Drucker, 2007; Filion, 2003, 2008, Lundström & Stevenson, 2005; Macrae, 1982; Marques 
In Silva, 2016; Portela, 2006; Sarkar, 2010; Shane & Venkataraman, 2000; Schumpeter, 1934, 1947, 
Stevenson & Lundström, 2001, 2002).
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Although he exists since long-standing - Cantillon is identified as one of the pioneers in the subject 
(Sarkar, 2010) - has now an increased relevance with the globalizaton timeline. Entrepreneurship is a 
politicized and therefore very sensitive and complex issue (Campos & Soeiro, 2016, Corrêa da Silva, 
Piganatelli e Viegas, 2015, GEM, 2017). Nevertheless, the subject should not be feared, it lacks more 
contributions and more investigations in this topic.

This chapter works the subject in the field of Sociology, focused on agency and structure theory (Gid-
dens, 2000). Understandable as an human action (Boava & Macedo, 2011), which starts from a rational 
choice (Scheefer, 2013) and based in the action sociology (Weber, 2010), this study gives contributes 
to identify entrepreneurial profiles.

In this issue, the conceptualization of entrepreneurship is different from create a business. The first one 
is to have an original ideia and the other is to put on practice (Sarkar, 2010). As the investigator reflects, 
people can start a business without any new improvement, just copying another one. But people can never 
be entrepreneurial copying other ideias. Having an ideia is to be entrepreneurial, and then, putting it on 
practice is to be a manager. The same agent can also be both things (entrepreneur and business man) on 
different stages, but here the entrepreneurship is focused on human resources, who can be creative, and 
the concept of business is focused in mechanic thinks. Thus, the concepts, on a sociological vision are 
distinct (Boava & Macedo, 2011).

Based on a doctoral research carried out with the objective of identifying the profile of women 
entrepreneurial, this script seeks to stylize some material that was left open in the empirical elements 
collected, namely the role of immigrant and migrant communities in the Algarve region who enterprise, 
and, also, the interculturality present in the behaviors observed.

Few studies have focused on immigrant and entrepreneurship community residing in the Algarve. 
This is one of the main reasons that motivated the presentation of this work chapter.

It is already clear that the methodological approach of this work is qualitative (Breckenridge et al., 
2012; Kuckartz, 2014; Quivy & Van Campenhoudt, 2008; Silverman, 2013). To operationalize the col-
lection of elements to analyse, had been done eighty interviews (sixty four to women immigrant and 
migrant), around Algarve. All the interviews had been done presencially and in the workplace from the 
interviewed woman.

This study issue intends to constructs profiles through the premise of the phases of a rational choice, 
e.g., intentionality, rationality, distinction between risk and uncertainty, distinction between strategic 
action and interdependent action (Downs, 2013; Scheeffer, 2013).

The empiric material has been segmentated using Maxqda software (Schonfelder, 2011).
It is important to identify that those women entrepreneurial - migrants and immigrants - who live 

now in the Algarve region, come from different naturalities and nationalities, e.g., Alentejo, Center 
and metropolitan region Lisbon, North, Madeira, Angola, France, South Africa, Argentina, Australia, 
Singapore, Sweden, Denmark, Brazil, Germany, Netherlands, United Kingdom.

This study contribution also aims to discuss the engagement of different cultures in the local ecosystem, 
the use of resources, dynamization, practices and behavior in autonomous work, in the entrepreneurial 
vision, following the development of the theoretical line of Hofstede (2001, 2005).

All this paper assumes the premise that the action is local but part of global knowledge (Vieira & 
Sales Oliveira, 2016; Vieira, 2018), so it’s understood that the multiculturalism present in the Algarve 
region may allow a sharing of knowledge in the local, or, on the other hand, find a difficulty the Portu-
guese bureaucracies (Freire, Vala e Cabral, 2005).
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From the analysis of the sample, are scaled the behaviors and their relationship to cultural dimen-
tions (Hofstet, 2005; Hall, 2011; Trompenaars, 2012). Some authors who had study the local, identify 
an interculturality observed in the region (Covas, 2004; Oliveira, 2016; Rocha Trindade, 1993).

Finaly, as results of this work were built four profiles:

1.  Free entrepreneurs
2.  Optimistic entrepreneurs;
3.  Fearful entrepreneurs
4.  Entrepreneurial-business.

In order to reach this kind of profile types, it was necessary to carry out an analysis and contextualize 
the historical, economic, cultural and social theme, which is distributed in the next work points.

STEREOTYPES: GENDER AND CULTURAL

This thematic chapter analyzes two issues that in sociology are strongly debated in the literature, that is, 
the gender stereotypes in the field of Sociology of Work (Casaca, 2013, Coelho, 2014, Ferreira, 2010); 
and cultural stereotypes in the issue of immigrant communities, permeating the salient cultural differences 
of each country and the way they work in the field of work (ACIDI, 2012, Assembleia da República, 
2016, Covas, 2004, Malheiros & Padilha, 2010, Turismo de Portugal, 2017).

This work begins by reflecting on gender issues and the weaknesses found in the labor market, par-
ticularly, horizontal segregations (equal jobs but unequal wages) and vertical segregations (it is easier to 
ascend to managerial positions by the male gender because there is inequality of opportunities between 
men and women, also the harassment at work, among others are the frequently concerns (Ferreira, 2010).

Public policies have a key role to play.
In Portugal, the work of the CIG (2017) has led to the awareness, in Weber’s (2010) sense of many 

women and men. The issue of inequality affects not only women, but also men in their leisure field, and 
their responsibility to generate more gains for the family (Sales Oliveira, 2011; Schouten, 2012). Among 
other obstacles, this scenario reflects a deficit in the economy, engaging communities with greater gender 
inequalities at work (IFM, ILO, OCDE, WBG, 2014).

In an effort to balance this situation - and constantly monitor the reality of other countries - the 
Portuguese government approved the gender quantification law applied in the companies of Psi20 (Par-
lamento, 2017). This law leads the example from the top down, taking into account that the Portuguese 
private economy is mostly made up of micro and small companies.

However, the proposal approved by public policies does not reflect equality, since it proposes 33% 
of women to an always greater niche of men in power. Taking into account the Portuguese reality found, 
at 2014 were only register 12 women in 214 listed companies (INE, 2015). So, this new gender cotes 
law is a step forward.

Despite many efforts, the inequality of gender at work opportunities, in the mid-21st century, is latent.
In this empiric study, the women interviewed tend to emphasize the importance of gender issues - the 

effort traditionally added to the feminine. Some of them justify their behavior through habit, others be-
cause they live alone, others because they have a maid, others because they resort to family care. Seeking 
a phenomenological reduction for this reality, it can be deduced that these women are accommodated 
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with traditional roles or because they are entrepreneurial and independent, have an experiential way that 
escapes the sociological stigmas suffered by many other women, emphasizing the advantageous social 
class that is to be an entrepreneur (Coelho, 2013). In this way, they have obliterated the gender issues 
that become secondary because they don’t feel it directly in their status quo.

Although most empirical responses converged in this sense, these gender issues do not end here. In 
the ideographic analysis it was verified that some women interviewed consciously revealed to have a 
greater effort in their daily tasks by the simple fact of being women, corroborating the literature already 
explored and thematized in this work.

One of the interviewees confirms “Absolutely yes. I have to be a multitasker” [sic passim], already 
the other interviewee refers assertively that she opposes this stereotypes because it is necessary “Yes. 
Especially because I need to gain the trust and credibility of a market traditionally considered for men, 
but I felt that there is more respect for my person - woman - as a businesswoman than when I worked for 
other companies” [sic passim], which leads in this work reflection to understand the eidetic reduction 
mentioned above, the empowerment of women in their freedom, in the control of their lives.

The next woman interviewed is aware of this women stigma, so she reiterates “I never let that being 
woman stop me doing everything I want” [sic passim]. Other woman describes her daily journey, what 
she has to face and what is common to her “is an additional challenge. I must be a super woman 24 
hours a day. I am mother, boss, take care of the house, cook, my man only help if he is free” [sic passim].

Curiously, other interviewee clarifies that had to reeducate the husband in this aspect “My husband was 
not accustomed culturally, but gradually he changed and now he gives me much support” [sic passim].

On the other hand, the opinion of other interviewee is different and she is proud of her multifacetism, 
which she said to be exclusive to women. “It is fortunate to be a woman because we can have everything, 
profession and family, I do not feel overwhelmed” [sic passim].

From other woman were take the simple answer “Yes, domestic work is more for women” [sic pas-
sim]. Clearly an obsolete thought in today’s society, but that shapes a continuous reality; to corroborate 
this same reality, the next interviewed confidences her overhead “Yes, it is true. My husband is a com-
mercial and sometimes it is not easy to reconcile, so I have to make a big effort. The life of a woman is 
complicated “ [sic passim], showing she is being conformed.

When the subject crosses to the phenomenon of entrepreneurship, the reality remains (GEM, 2015, 
2017). As observe, just only on 2015 the Global Entrepreneurship Monitor made the first report consid-
ering the women contribution on Entrepreneurship issues (GEM, 2017).

Talking about cultural issues, this chapter analyses the differences between worker traditions and 
different countries.

In an open and global market, investigators are concerned with studying the inevitable confronta-
tion between different communities, the different paradigms coupled with different local cultural (Hall, 
2011; Hofstede, 2003, 2005; Trompenaars, 2012). This present case takes into account the particular 
ecosystem of the Algarve region in Portugal.

It is important in this work point, to note that weren’t find any stigmas of race and ethnicity, which 
does not invalidate that they may also exist in the region studied. This particular issue of ethnocentry 
on immigration people has been particularly analyzed in Sociology from the point of view of the needy 
population (Roldão, 2015), specially with economic difficulties.

However, the immigrant communities found on this work, are mostly coming from developed coun-
tries, e.g. the United Kingdom, Denmark, Sweden, the Netherlands (...), which leads this study to develop 
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the analysis from another perspective, i.e. the integration of agency on the structure (Giddens, 2000b), 
in entrepreneurship issues.

It should also be noted that about those communities, the UK people is demographically mostly 
represented in this region (INE, 2016) and also in this sample.

With respect to the reasons that led this women to undertake, note the chart that stands out to personal 
taste and passion for the area of activity (32.5%), relating freedom of choice (29%), continued experience 
in the sector activity 23%), translating the use of their own skills.

THE CASE OF ENTREPRENEURSHIP IMMIGRANTS ON ALGARVE REGION

Starting from an empirical data collection made during a doctoral research, this point intends to deepen 
some of the elements found.

Eighty interviews were conducted, forty of which were women entrepreneurial immigrants, twenty-
four women migrate from other regions, and only sixteen born on this region.

Although this study didn’t detected animosities caused by ethnocentrism, it is important to note that 
cultural confrontation exists, and Portuguese bureaucracies have been pointed out. This analysis, thus, 
encounter a structural problem, especially with regard to the reception of entrepreneurial activities by 
these immigrant women.

Figure 1. Distribution of the British community in the region
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It is important at this point to recall Freire’s (1995) study on self-employment in Portugal. From two 
decades ago, it was already bureaucratic this country. However, this work reflect’s if this is a problem 
that affects the whole population, Portuguese and immigrants, or if that is most strongly detected by 
those who come from another country. In addition, there is the problem of regionalization, since this 
object of study deals with the periphery (Portela, 2009).

Guided by Hofstede’s (2001) survey, it is important to know the realities that will be encountered when 
there is population displacement with a view to integration in labor markets. On this subject, cultural 
differences are latent. The author (op cit.) suggests five cultural dimensions to explain the assimilation 
of the different behaviors between community: the distance of power (relative to the hierarchy of the 
Governments); aversion to uncertainty / risk (another problem when the subject is to be entrepreneurial); 
individualisms versus collectivism; masculinity versus femininity; and Confucian dimension (divides 
cultures / countries that focus on their short-term economic objectives from those that focus on the long 
term).

From the above, the object context of this work, fit the distance dimension of power directly related 
to the problem of the bureaucracies here confronted. The Confucian dimension also applies here, since 
this paper confronts that Portuguese public policies have set their goals for short-term resolutions, while 
neglecting the longevity of their actions.

This paper doesn’t want to enter into political issues, controversies and complexities. Here, what 
matters is the importance of the structure in the reception of the agency (Giddens, 2000b). According to 
a recent report (OECD, 2017), Portugal has been able to neutralize many of the existing bureaucracies, 
seeking to prepare better for an open market, where reception is a crucial point, both the reception of 
the immigrant population and on another level, of entrepreneurial activities.

On the next chart it’s possible to observe the different nationalities who enterprise at Portugal and 
the evolution on it.

Figure 2. Reasons that generated the entrepreneurial attitude
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In this regard, Malheiros and Padilha (2010) add that immigrant women have higher rates of entre-
preneurial activity than native women.

Interculturality as a Social and Economic Added 
Value in the era of Globalization

Here it is important to conceptualize interculturality as the acceptance and neutralization of different 
cultures, that means the structural reception in front of the agency.

It is relevant to observe that Portugal is understandable as a peaceful country in this matter (Rocha 
Trindade, 1993; Covas, 2004, Oliveira, 2016, Malheiros & Padilha, 2010).

At this point, this can also reflect the human challenges, feminine empowerment (UERJ, 2013) and 
interculturality as an added value in labor issues.

It is thus understandable that the exchange of knowledge between different cultures comes to enrich 
the place. From the global knowledge to the local, the soft skills (Mcclelland, 1973; Veiga, 2017) end 
up having a greater valuation in terms of entrepreneurship (Sarkar, 2010; Filion, 2008) and in terms of 
human capital (Becker, 1993).

The issue of skills is transversal when it comes to Entrepreneurship thematic.
This chapter also discuss the dichotomous relevance between hard and soft skills.
In the present case, it’s possible to observe that immigrant communities operate in a multicultural 

region, since tourism is the predominant sector in the Algarve (David et al., 2015).

Table 1. Evolution of immigrant entrepreneurship rates in Portugal by nationalities (IFDEP, 2015)
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Thus, the integration of these immigrants has probably become easier. The sharing of cultures, i.e. 
the present interculturality, adds new knowledge in labor matters, facilitates the internationalization of 
activities and perhaps the growth of the economic market, in addition to social issues.

However, investigators (Malheiros & Padilha, 2010) believe that this requirement will only be utilized 
with the performance of public policies in this area. This population must know how to take advantage 
of existing resources and take advantage of the opportunity that exists in the cohabitation of different 
cultures.

In this excerpt raises an important point of debate, which, as reviewed on literature, has been less 
worked in the literature on migration, i.e. the use of human potential, knowledge and specificities of 
each culture, for global enrichment. After all, they are experiencing the era of globalization (GEE, 2016; 
INE, 2015a; OCDE, 2017; PT2020, 2017; Sousa Santos, 2012; Touraine, 2005; Velho, 2016; WGI, 
2015). Transports and communications, have shortened distances, but nothing like taking advantage of 
the physical presence of different communities.

The Algarve region opens up these possibilities (INE, 2011, 2016; Oliveira, 2016). The immigrant 
community take advantage of interculturalism to enrich themselves, both socially and economically.

The multicultural reality that characterizes the region studied, introduces a set of opportunities iden-
tified in the territorial enclave, i.e., the immigrants come to fill the desertification problems in certain 
localities of the region as this work had already analyzed, - bring with them new demands to the market, 
generating new activities, both for their own and for the autochthonous. There is a latent interculturality 
that this territorial ecosystem transports.

In addition, considering the predominance of the tourism sector in the region, this paper find that the 
English language is dominated by the local population, being acquired in the context of the activities 
practiced and in the relationship with the stakeholders, affirming itself as a social characteristic from 
the existing routinization in the Algarve.

On the economic side, were quantified the sample turnover, which amounts to sixty-five million 
euros, as well as the approximate number of thousand nine hundred and sixty-four jobs generated, it 
is axiomatic to identify the added value of these entrepreneurial women to the studied region. In the 
qualitative diagnosis it is salutary for this point to conclude that the survival prospects of these activities 
are mostly assured, and thus strengthens the theory that the female potential interviewee finds a positive 

Figure 3. Literary qualifications of interviewees
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connection to local and international economic development. There is, however, a need to strengthen 
synergies with public and private institutions and the entrepreneurial fabric in order to overcome the 
problems of seasonality.

The cultural panorama stands out, since 50% of the interviewees are immigrants. In the field of cultural 
development, the predominant enclave in the territory studied, results in an exponential hybrid human 
capital, which consequently increases the potential for creativity that matches the profile required in 
entrepreneurship. In this regard, Giddens (2002) postulates that creativity relates to the basic trust of the 
individual. “Self-confidence, by its very nature, is in a sense creative because it involves a commitment 
that is a ‘leap in the dark’, a hostage offering to chance, which means being prepared to embrace new 
experiences.” (Giddens, 2002, p. 44) In this empirical collection it’s found the analogy of ‘jump in the 
dark’ by the expression ‘Leap of faith’ coined by one of the interviewees.

In the summary of the constituent elements, it’s determined different considerations according to the 
vertex of observation. This study concludes in the area of economic development that the presence of 
immigrant communities in the region and even the role of entrepreneurs is a strong foundation in local 
growth. The weight of these entrepreneurs is corroborated by Oliveira (2016) in her study on the move-
ment of immigrants in the Portuguese economy. According to the author, next to the great urban centers, 
it is in the Algarve region that these immigrants are concentrated in search of opportunities, producing 
considerable impacts in the local business structure. The number of jobs created, the turnover and also 
the dynamics with other local companies are the quantitative indicators taken in this work and that in 
themselves are revealing of this development.

In terms of social development, structures of relevance focus on the construction and sharing of 
knowledge that the interculturality present in the territory makes possible. An open society, polarized by 
the knowledge without frontiers, in the use of resources, is a society that moves towards development.

Moreover, the interaction resulting from entrepreneurial activities in this territory inexorably carries 
a multiplicity of entrepreneurial visions about the resources of the region, new demands inculcated by 
different customs in consumption and services. This reflects that the multicultural presence is inevitably 
constructive (Argento, 2012), i.e., here the communities are learning from the local to the global and 
contrariwise.

In social matters, it becomes possible to determine that women in the role of entrepreneur enrich 
their social representation, helping to solve stereotypes in the gender field. It is irrefutable that women 
have been up steps and revealing more and more of a portfolio of skills that prove their potential. Society 
needs women in the labor market and needs men in domestic care. It is not an exchange of roles, but 
an acceptance of the sharing of roles, for the sake of social, political and economic equilibrium. In the 
theme of entrepreneurship the importance of gender is deconstructed, as also the different cultures, are 
emphasizing human diversity.

Human Capital and Education: Building Profiles

After the Taylorist period (Touraine, 2005), the era of globalization has changed the focus of work. The 
need to undertake, to create, to innovate, has become a constant. It is surprising, to add, to adapt feasible 
solutions to the sustainability of markets. This is only possible through human capital. Becker (1993) 
addressed the theory of human capital, recognizing that the trump card of economic growth lies in the 
dedication of people to companies and organizations. To that end, this work will focus on these same 
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people first1, empowering them, raising their capacities and fostering new opportunities to create, taking 
into account the desires and desires of this human capital.

About this, Macrae (1982) already affirmed the importance of intra-entrepreneurship in organizations.
Another important issue to be addressed in this work concerns market competition. When confronted 

with open markets, it’s easily to find richer economies, with greater power of growth than others, better 
prepared for the adventure of globalization.

In these terms, it is important to return to the issue of corporate social responsibility (Negas & Lobão, 
2014) and attention to human capital.

Czakon (2009) proposes as a solution to balance the potential of each country or region, the term 
Coopetition. It resides in a healthy competition in which cooperation between companies coexists, taking 
advantage of the local resources of each one.

The same seems conceived when already dealt with the concept of interculturality.
In addition to the contents already analyzed, this study had identified patterns of behavior that are 

revealing of different profiles, which were grouped into ideal types (Weber, 2010).
From the richness of the panoply of stylized characteristics in this analysis, it’s illustrate four ideal 

types:

1.  Ideal-type of free entrepreneurs
2.  Ideal-type of optimistic entrepreneurs
3.  Type-ideal fearful entrepreneurs
4.  Ideal-type entrepreneurs-business

Making an analogy to the construction of this whole study and to the permanent debate between 
agency and structure, it relates that the way agents position themselves before the structure determine 
different profiles. Sarkar (2010) allegorically relates animals to disentangle behaviors of entrepreneurs. 
Here is used the image that links the different profiles found in this empirical field. In addition, in the 
hermeneutics of this work, the hand personifies the work. Thus, the different positions of the hands rep-
resented here are in line with the classifications taken and will be further studied individually, combining 
the explanatory theories underlying this study and after each profile characterization.

In the light of the Theory of Rational Choice, it translates a freedom of decision, driven by a reflection 
that takes into account personal well-being, an intention to act. These women focus on the first phase of a 
rational choice, i.e. on intentionality (Downs, 2013; Scheeffer, 2013), with the primary objective of their 
satisfaction with the autonomy gained in the role of entrepreneurs. They emphasize the taste and passion 

Figure 4. 
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for what they do. The sociology of action allows this analysis to frame the Weberian understanding of 
rational actions with respect to values, i.e., these women prioritize their ability to do ‘things’, to act. It 
is this same collective action that empowers them. In comprehensive sociology this study determines 
this profile in the potentialities that are evident in these women and that they themselves recognize.

Group B identifies the ideal-type of the optimists and reveals an endless energy, an empowerment in 
the role of entrepreneurial woman. In this profile the woman also places in the horizons the concern for 
its future sustainability, i.e., the financial aspect balances and justifies its entrepreneurial skills. Keep-
ing in the line of creativity and differentiation in the sector of activity that acts, is attentive to detect 
opportunities in the structure and open to new challenges, these criteria that distinguish it from group D.

In this approach and following the premise of rational choice, it’s understood that this profile fits 
entrepreneurs in the distinction between strategic action and interdependent action (Downs, 2013, Scheef-
fer, 2013). This analysis connects agency power in the production of behaviors that involve a network of 
actors engaged in the same entrepreneurial purposes, i.e. the recognition of opportunities in the structure. 
Here, the importance of shared information and the awareness of these agents emerge, allowing them 
to outline ways to face life, solve problems and build their projects in a permanent alignment between 
agency and structure. In the way of acting in the markets, the permanent attention to the new demands, 
to the update of strategies, appearing the possibility of a conglomerate diversification. This profile is 
open to continuous learning, so it is able to produce the desired disruptive innovation in the market. 
However, it is necessary to take into account the very context in which these women are inserted and 
the opening of the surrounding structure to welcome this type of entrepreneurship.

Group C approaches the concept of ‘Iberian fear’ and identifies the ideal type of the fearful. Although 
they are eager to work, these women are overcome by structural and above all personal barriers (ontics 
in their self).

It translates the very fear contained in the conscious and the unconscious (self) of the interviewees, 
in the behavior and posture they assume in the undertaking. Based on the theoretical principle of ra-
tional choice, it’s understand that these women struggle in the distinction between risk and uncertainty 
(Downs, 2013, Scheeffer, 2013).

Here it’s discuss the debate on agency and structure and the position of these women in this con-
juncture. It is in this fundamental scenario that the agents win the struggles over how they put up with 
the structure, overcome the so-called barriers. It is also important to reflect on their performance in 
the market, on the meaning and significance they have for them and on the objectives achieved or not. 
Hence it is to determine future learning, by opposing a closed cultural position and taking life choices, 
i.e. determined by a rational choice and not by an unreflective lack of the economic contingencies that 
they cross.

Group D identifies the ideal type of entrepreneurs, which this approach also calls goal conciliators, in 
cross-referencing characteristics of entrepreneurs and entrepreneurs. Considering the conceptual framework 
already developed on the individuality of the concepts of entrepreneurship and entrepreneurship, in this 
context it’s integrated profiles of entrepreneurs that simultaneously share the profile of entrepreneurs. 
In this profile of engagement The conciliation, the existing agreement, the cooperation of entrepreneurs 
and entrepreneurs, inseparable for the growth and sustainability of an activity, but differentiated in its 
identity, its objectives and above all in its social role.

For the construction of this profile, it’s understand that these women are in the phase of rationality, 
which is present in the theoretical assumption of a rational choice (Downs, 2013, Scheeffer, 2013).
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In this scenario it is important to combine pre-existing knowledge with a continuous development of 
competencies. It is important to reflect that the addressing of human it’s being, always unfinished and 
in permanent construction, engaged in the history and culture of the society that surrounds it.

This profile, understood as conciliator, identifies concentric diversifications, in the perspective of 
market monitoring, there is also a strong cooperation between agency and structure, or a positioning of 
the agents for that to happen.

It should be noted, however, that this coupling of the interviewees does not intend to make an ex-
haustive and absolute delimitation, only based on the available elements; e.g., observation and analysis 
of empirical discourses. It should be clarified that the categorization and distribution of these women 
in the four profiles, comes from an approximate reflection of the elements calculated to the ideal types 
constructed in this thesis. There would have to be a more in-depth investigation of Case Studies and a 
longitudinal character to determine irrefutable characteristics that are leaved here open for scientific 
work that may arise from here.

Entrepreneurship is a phenomenon that translates into polyphony of performances and knowledge, 
and is reflected by the latent human diversity in its creativity. In this corollary the borders of gender, 
age and nationality are deconstructed, in the understanding that each agent that undertakes has a distinct 
and very proper contribution to give, which also pays to attenuate the social cleavages that are more 
present in the context of entrepreneurship. Entrepreneurship connoted in this theoretical line produces 
a developmental effect on social structures. In addition, men and women may have different or similar 
contributions, but individually they add value to a theme that seeks creativity, provided they have equal 
opportunities to do so. In the field of gender studies, this study starts to carry out the disjointed approach 
to entrepreneurship, and find in the reason the discovery of limiting identities as preconceived roles and 
representations for men and women. The concept of entrepreneurship has no identity card because it is not 
static, it is in a vortex of permanent search for the innovative difference demandable in a global market. 
Moreover, the evolution of the entrepreneurial profiles accompanies the metamorphosis of societies, is 
reflected by the socioconstrutivism of Vygotsky (Liu & Chen, 2010), absent in the exact sciences but 
sown and demandable in the behavioral sciences.

The problem of education for entrepreneurship inexorably crosses the knowledge contained in 
transversal competences and fruit of experienced professional experiences (Freire, P., 2006; Rodrigues, 
2000). Thus, if public policies aim to foster entrepreneurial profiles in society, it is imperative to adapt 
new models of education in academies, with a more incisive practical-pedagogical content, strengthened 
by storytelling (increasingly used by academics as a didactic tool (Berger & Quinney, 2005; Polletta, 
Chen, Gardner & Motes, 2011) and enriched by mentoring. With regard to the importance of transversal 
competences in entrepreneurship, this approach reflects that it is not the books that change the world, it 
is people. However, this paper reinforce that books change people, which in turn will change the world.

It is also important to go back to what has already been concluded in previous, time-scattered studies, 
which reinforce that “past experience has drawn attention to the urgency of universities to adapt to the 
new investment needs in the human capital resource, and to redirect their development strategy for a 
new paradigm of lifelong learning (...)” (Barreira, 2006, p. 13). The strategy involves a re-education of 
social roles, by acculturation of the importance of entrepreneurship, from the individual to the group, 
from the local to the global, resulting in the congregation of technique and science, allowing an heuristic 
teaching model.

In addition, the entrepreneurial culture, comes from the attitude, which can be changeable. It is impor-
tant to clarify that the concept of attitude is understood here as the behavior or predisposition to achieve 
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something innovative, that makes a difference in society. And it is this attitude that the sociologist wants 
to find to delimit the profiles. It is important to emphasize that the role of the exact sciences is in this 
environment incapable of answering the truly decisive questions of human existence. The sociological 
view through phenomenology allows this study to find a sense that strengthens the role of the social 
sciences, i.e., to determine truths that are based on the lived human experiences (the acute awareness of 
the phenomena from the subjects that experience them and in relation to the observed context) and that 
justify attitudes and performance profiles in entrepreneurship.

CONCLUSION

Globalization brings with it the need to undertake, as already reviewed in the matter. However, the speed 
(Bauman, 2007) with which new labor realities arise, leads to the uncoordinated markets, where some 
lose others to gain, thus inevitably crossing political issues.

For this to happen, it is important to raise awareness (Freire) and the awareness (Weber, 2010) of hu-
man capital, both on ethical ways of acting in the market, responsibility of each one, and on potentialities 
and opportunities that are not really being exploited resources.

Understanding that although globalization eliminates borders, they still exist, and the local structure 
of a country / region needs constant adaptations to follow markets and to see opportunities.

The debate is permanent and current. The contributions with critical material are fundamental, so 
that assertive and scientifically valid conclusions are constructed.

It’s concluded on this work:

1.  Constructions of four ideal types that classify the position in the entrepreneurial attitude, based on 
the premise of the four phases that make up a rational choice.

2.  Deconstructions of the categories of gender, age and nationality imposed by constructive and 
creative diversity, in the utilization of human potential

3.  The explanatory role of transversal and social competences based on rational choice theory.

By the phrase analyzed in the empirical collection, it was possible to couple four more expressive 
behaviors in these women and that differentiate them according to motives and or objectives in entre-
preneurship. The ideal types of free entrepreneurs (focusing on autonomy and creation), the optimistic 
entrepreneurs (who combine the opportunity factors with sustainability), the fearful entrepreneurs 
(understandable in the semiotics of the language used) and entrepreneurs (who combine the skills in 
creation - idea - and management - business). These profiles were constructed according to the content 
analysis of the discourses of these women, but they are not watertight, it’s possible always find women 
who fit into one profile, or who show evidence according to lived contexts to occupy more than one clas-
sification in the ideal type built. What is conclusive is that these four profiles are basic to differentiate 
attitudes that foment the entrepreneurial action. It should also be added that the entrepreneurial profiles 
are not limited to these classifications generated from the qualitative sample obtained, strengthening the 
premise that entrepreneurship anchors in human diversity. The phenomenon is based on a permanent 
metamorphosis that always depends on the relationship between agency and structure.

Also, it’s steel important to clarify the scientific contributions:
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Contributions to the social sciences

1.  The multiplicity of explanatory dimensions of the phenomenon of entrepreneurship.
2.  The transversality found between the thematic of entrepreneurship traditionally most worked in 

Economics and Management) with strong dimensions of Sociology (such as gender and culture).
3.  The phenomenology in the qualitative analysis allows the concentration of the significances in 

confrontation with the contexts involved in the and the entrepreneur.

The controversial question debated among analysts about whether entrepreneurship comes to de-
throne professional careers and jobs for life, becomes collapsible if in this deepen reflection, i.e., first, 
entrepreneurship has always existed since it is an attitude and a choice of the human being, second, it is 
nowadays mainstreamed by the globalization of markets; thirdly, this same reality, rather than entrepre-
neurship itself, causes the metamorphosis at work, a mutual need arises. re) adaptation to new demands 
- both by the agents and by the structures - also resulting from epistemic reformulation in science and 
in the objects of study.

The phenomenon of entrepreneurship is not ipso facto a cause of this new reality, but an integral part 
of it, demystifying affirmations and dogmas that the ‘way of undertaking’ deprives realities and practices 
that belong to the past (although understandable as more stable in the labor market).

In refocusing on the contribution to the social sciences, this study looks at Bourdieu (1997) on the 
uses of science. The author stresses that the scientist proposes to determine the state of the world and 
the immanent tendencies to this, analyzing the change and looking at events. In this academic work 
it’s propose to gauge current realities revisiting past realities. From the verified knowledge of the real, 
provide assertive interpretations of the facts, not constituting an attempt to prospective future elements, 
but rather leave clues for reflection for the querents or research for scientists.

In the present eclecticism to the concept of entrepreneurship, the constantly question is how to frame 
the theme, transversal in academies and in political life, with significant impacts on civil society. The 
Agency Theory, worked on Sociology, catalyzes the concerns of analysis for the behavior of the entre-
preneur and the entrepreneur, allowing to enunciate the path of the question permeable to the human 
attitude and inseparable from the context experienced. Entrepreneurship concluded in this work is a 
human concept without gender, age or nationality.

In order to understand what causes the entrepreneurial attitude, it is necessary to first understand 
how it is interpreted by the agency itself. In the present study, it’s concluded that the use of phenomenol-
ogy enabled it to gauge the awareness of entrepreneurship among practitioners and thus to recognize 
conscious and rational profiles. It is important to clarify that this method allowed an open analysis of 
the continuous movement of human experience in its constructivism and that cognitive questions are 
treated in their existential prism of (global) meanings and significances (dependent on the individuality 
and diversity of the entrepreneurial agent.

In the course of the analysis, new concepts were constructed that will serve for other future analyzes 
and investigations in the thematic, e.g., ideal-type of free entrepreneurs, ideal-type of optimistic entrepre-
neurs, ideal-type of fearful entrepreneurs and ideal-type entrepreneurs. The epistemology that underlies 
entrepreneurship is in this work demarcated by new exegeses, i.e., focused on the field of knowledge of 
the Social Sciences, it unties the domains of study of Sociology and Economy, in order to seek to combat 
the complexity of the phenomenon and to clarify the nature engine that generates entrepreneurship. On 
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the other hand, the sociological concern is articulated with the economic concerns of teaching the same, 
complementing that the knowledge of an element as sensitive as is the act of undertaking, can only have 
consistency combining theories and practices, valuing the partner constructivism in class, thus protecting 
the Salvationist character of education and science in the field of entrepreneurship.

Contributions to the domain of Sociology

1.  In the multiplicity of explanatory dimensions, entrepreneurship thought in the field of Sociology 
and its analytical disconnection to the concept of entrepreneurship allows for empirical evidence 
to date.

2.  In the sociology of work, the framework of entrepreneurship needs epistemic agreements. The role 
of sociologist becomes increasingly pressing to diagnose behaviors in organizational context.

It’s also relevant to conclude that in this study treats entrepreneurship in its individuality, in its 
conceptual specificity. Already it analyses the objectives of entrepreneurship, it’s understood that they 
reside in innovation and creative difference, and also assumes this position as the difference in the sci-
entific contribution. The argue that it is fundamental to distinguish this phenomenon from the concept 
of entrepreneurship, to determine profiles of a different nature. Although in general terms there is the 
observed tendency to confuse the connotation of the two concepts - entrepreneurship and business- it 
is important to clarify at the conclusion of an entire academic research path that in this approach the 
subject entrepreneurship are not addressing the entrepreneurship, which is why this qualitative empirical 
sample comprises diverse entrepreneurial actions in the economic, social and cultural domains. The root 
of the complexity of the studied phenomenon is also the absence of any more sociological visions that 
can substantiate what is not focused on the economist visions, in turn more replicated. It’s important 
to observe that, even from other investigators, from other fields like Economy or Management (Sarkar, 
2010) the concept of entrepreneurship depends on human resources. The fact of promoting a correct 
separation of the concepts of entrepreneurship and entrepreneurship allows to analyze the phenomenon 
in its exclusivity and to correctly segment the profiles associated with each one. While the former seeks 
diversity in human potential, the latter finds more closed profiles. It is not a question of overlapping 
different domains of study, but of aggregating knowledge to better scale the measures in society. The 
apodictic evidence establishes that the development of this theme is significant confusion in public policy, 
which leads in turn misinterpretations of matter the theme in sociology. This chapter concludes that it 
is necessary to disconnect the concepts to allow analysis aimed at the entrepreneurial engine: Agent.

The role of the sociologist appears in this reflection as fundamental for the refinement of the en-
trepreneurial actions. For Bourdieu (1997), the scientific working capital by the sociologist has a set 
power and works as a form of credit, i.e., presupposes confidence or belief of and that support and 
recognize. Thus, it can be deduce that agents, before formalized knowledge in science, act according to 
conscious and calculated intentions, according to methods and programs consciously elaborated. The 
author further stresses that this scholastic view is at the origin of the logicism view, being a power that 
is exercised only on agents who have the categories of perception necessary to know and recognize it. 
Entrepreneurship needs a more current analysis position in sociology and is thus add epistemic acquis 
field of Labor Sociology, focused on the observation of human behavior in the employment context, 
also with contributions to the field of organizations.
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LIMITATIONS OF THE STUDY

The qualitative sample of eighty statements does not in any way aggregate the entrepreneurial corpus of 
the region, so that the field of entrepreneurial profiles can be closed. In addition it becomes fruitless to 
seek to exhaust the delimitation of profiles in this study, attending to the very concept of human diversity 
that is added as a foundation of entrepreneurship. On the other hand, the extensive sample for qualitative 
analysis, did not allow it to give this work a greater depth in the data processing. Nevertheless, of these 
eighty testimonies, an enriched content is reserved for future research on the subject.

Learning is not exhausted and the sense of research concerning social movements is not.
This work aware that no single isolated theory allows to understand all the sociological phenomena 

identified in an ongoing research, “one theory focuses on power, another on everyday interaction and 
still another on values   and norms. None of them is considered superior to any other; all emphasize dif-
ferent characteristics of the social domain.” (Baert & Silva, 2014, p.8) Theories thus complement each 
other as constitutive dimensions in the historical horizon, in the present and in the future.

The Pareto Law (Pareto, 2007; Sobaca Limited., 2010) was used to relate the scientific validity of 
any study, inasmuch as 80% constitute the development of science and 20% open the way to continuous 
research. Bourdieu (1997) reminds that scientific knowledge is what survived objections and can resist 
future objections. Validated opinion is one that is recognized because it no longer raises pertinent doubts 
or has no better explanation. Almeida (1994) corroborates that there is no unitary and universal science. 
There are yes, historically situated scientific formations, endowed with relative autonomy, with their own 
temporality, with unequal rhythms of development, and how their insertion into specific social structures 
is unequal. The epistemological reflection consists in promoting the distance between knowledge and 
ideologies. Given that ideological elements are light notions of knowledge, epistemological criticism 
proposes to destroy the false transparencies of more or less elaborate common sense that self-determine 
as knowledge, thus nullifying the effectiveness of the ideological obstacles that throughout the history 
of science are successively emerging as blockages to the cognitive appropriation of the real, limiting 
the scientific construction.

The methods of empirical collection - face-to-face interview with the reality of eighty women - are 
not exhaustive in the cycle of the complexity of the matter, not allowing to heal some questions that 
remain to be investigated, suggested later, and in everything that is omission in this study.

Clues for Further Investigations on the Subject Involved

Working the complexity of the phenomenon of entrepreneurship, the case of the multi-entrepreneur 
women that were find in the empirical collection has awakened the attention. Considering that it would 
be enriching for the scientific field, for deepen investigations in future, these cases through the method 
of life stories.

During the research were felt the need for the existence of statistical collections disaggregated by 
gender, age and nationality variables, in the mapping of activity sectors and with more exhaustive foci, 
i.e., by regions. There was a complete absence in the provisions, mainly through key institutions such as 
the National Institute of Statistics, and it seems that it’s important to raise awareness of this sociological 
anguish.

It is also important in this line to add that each territory has its specific characteristics (geographic, 
social and cultural) and that in the case of this southern region the studies have been incipient. Identi-
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cal studies, in the same territory and in the same qualitative sample, that allow the use of longitudinal 
methodologies can thus strengthen results in a proposal of academic continuity through research centers.

At the cultural level were found some studies who analyses this issue and have already shown some 
temporal distance, but others are more general, not limited to the Faro district (Malheiros & Padilha, 
2010, Oliveira, 2016). Thus, and in what this cultural reality involves significantly, it’s leaved open to 
a more detailed thematic study.

It is important to reinforce in this conclusion that the course of work involved by the researcher was 
produced in the construction of learning, in personal and academic enrichment, as well as in the internal-
ized sensitization to the role of sociologist in the analysis of social realities as flaming as entrepreneur-
ship, a task that this work focus with total attachment and that it finds it to be an essential basis in the 
field of Sociology, because it allows a more direct vision to the author of the entrepreneurial practices.

In the scenario of globalization and the metamorphoses of the labor market and the instabilities that 
mark this elastic moment, this chapter puts in premise that there is a continuous need to win new audi-
ences, create new products and services. The multiculturality of this region favors this same demand. In 
addition, the installation of human diversity from other nationalities, ages and gender is an advantageous 
reality (IFM, ILO, OECD, 2014), and contributes to leverage the economy. In this approach it is salutary 
to conclude that harnessing the female potential, rooting new practices is emerging and consequently 
will produce new paradigms also reinforcing the scientific fabric of the social sciences that study the 
population movements and their impacts.
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ENDNOTE

1  This is an objective of Corporate Social Responsability (Passport to Trade 2.0, 2014), apply on the 
Companies and Organizations.
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ABSTRACT

The problem of poverty is becoming a concern worldwide for the potential for its dissemination. The 
phenomenon affects not only the less industrialized countries, but also those that have overcome the stage 
of underdevelopment. This chapter describes three case studies to understand how low-income rural 
communities in the Brazilian Northeast managed to mitigate their problems of social exclusion from a 
set of actions involving several agents. The results showed that the joint application of actions, such as 
the settlement of producers in expropriated lands, the installation of basic infrastructure, investments 
financed in irrigated agriculture, technical assistance, training, marketing support, and self-management 
are sufficient to reduce poverty and present results satisfactory.

INTRODUCTION

Economic achievements and different development programs are not always able to equate the social 
problems of a country. It is not without meaning that the world leaders have implemented policies to 
combat poverty since the phenomenon is complex and it is generally accepted that it is impossible to find 
a unique solution of universal application. Each country, and within them, each region coexists with its 
own specificities, requiring immersion in the underlying causes for the adoption of specific programs 
supported by other countries, since the phenomenon has the capacity to cross borders.

In this context, it is possible to perceive some initiatives that involve not only the government but the 
organized society in search of actions that provide the awareness to raise the quality of life and well-being 
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of the neediest sectors. The literature consulted demonstrates some initiatives focused on self-sustaining 
local development, as will be seen below. It is a new perspective that integrates the community, avail-
able natural resources and production technology. These actions have already presented promising 
results, since they provide decent living conditions for the families involved, allow the community to 
self-finance, eliminating the eternal dependence on government actions. These successful examples of 
poverty reduction involve the sustainable management of environmental resources, enabling beneficiary 
communities themselves to manage their resources and thereby generate income and employment in 
economically depressed areas.

Brazil is in the group of developing countries with serious social problems. Although poverty is lo-
cated in all regions of the country, it can be perceived more severely in large regions where geography 
and climate are especially unfavorable to local development. The problem worsens when the government 
chooses to adopt large-scale public policies for the reduction of poverty of an immediate nature, seeking 
only to alleviate the deleterious effects of poor living conditions, to the detriment of a model focused 
on the medium and long term. In the last four decades, emergency programs have been implemented in 
one of the poorest regions of Brazil (Northeastern Region) in order to stop the effects of the drought that 
regularly affects the region. In more recent years, the government has opted to develop resource alloca-
tion programs through grants that guarantee a minimum of living conditions for beneficiary families. 
This program was applied not only in the poorest regions, but throughout the country.

Much criticism and applause were directed at such programs. Criticism centers on a number of 
important points, such as the fact that the programs require almost no consideration from participants 
other than keeping their children in school. Another criticism is that programs do not provide a “way 
out” for beneficiaries who can cross the poverty line and move up socially. There are also those who 
identify programs as a kind of crutch that makes the beneficiaries dependent and idle, inducing them to 
no longer engage in production or seek employment. Finally, some critics consider these social programs 
as catalysts of votes for the government. The applause comes from those who consider the programs 
as fair mechanisms of income distribution and provide some dignity to families who, without benefit, 
would be living in subhuman conditions.

However, although to a lesser extent, the country has been developing, since the 1980s, policies for 
the productive insertion of workers and communities, including the financing of public banks. These 
initiatives include the Programa de Geração de Renda (PROGER), the Programa Nacional de Apoio à 
Agricultura Familiar (PRONAF), the Programa de Crédito para a Reforma Agrária (PROCERA), the 
Fundos Constitucionais de Desenvolvimento (FNE, FNO e FCO) and the productive credit lines offered 
by the Banco Nacional de Desenvolvimento Econômico e Social (BNDES). These programs are made 
available to farmers and their associations in extremely satisfactory conditions, with adequate terms, 
subsidized interest rates and timely and sufficient credit to meet productive needs.

Considering, therefore, the perspective that it is possible to overcome the social difficulties through 
the organization of rural producers with the support of institutions of technical assistance and rural ex-
tension and adequate credit, this work aims to analyze how it is possible to mitigate the negative effects 
of the poverty reduction through the adoption of a local development mechanism supported by funding 
programs. To this end, three case studies were carried out in communities of rural workers. They were 
chosen because they presented characteristics that were common to each other. All of them are located 
in the Northeastern Region of Brazil, one of the poorest, with greater problems of social inequality and 
more neglected in relation to the priorities of allocation of public resources for long-term development. 
These communities originate from settlement programs for low-income producers who once practiced 
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subsistence farming and extractivism. The settlements were carried out through programs for the ex-
propriation of large unproductive areas or that exploited a system of latinfundary production with great 
disproportion between the landlord and the low-paid or slavery-like workers. From the intervention 
of rural extension agencies and the support of financial agents, communities began to produce fruits, 
vegetables, animal products and extractive collection, reducing poverty indicators. The projects were 
supported by entities concerned with sustainable development, which planned and developed modern 
production techniques respecting the environmental diversity of each locality and the capacity of the 
producers involved. The projects were also supported by municipal management, which opened space 
for the insertion of production in school meals and provided conditions in terms of infrastructure so that 
the production surplus reached more demanding markets.

Data collection was carried out in the communities themselves through interviews with local lead-
ers, rural workers and associate members. It was sought to detect, through a dialogical process, how 
each interviewee understood the process of local development from the interventions performed. Based 
on the answers obtained, it was sought to understand how each person was inserted in the productive 
process, how this person was able to participate in the decisions, how his opinion contributed to the 
self-management of the community and what benefits were provided in the new model implemented. 
It also sought to know to what extent the community strengthened and was prepared to address social 
inequalities and reduce the secular levels of poverty that had been the reality until then. The conclusions 
were reached based on the discourse analysis of the actors involved in the process.

This work is organized in sections. The first section (Introduction), describes the general perspective 
of the chapter, the objectives and methodology employed. The second section (Background) rescues 
concepts about poverty, social exclusion and local development, bringing to the discussion the opinion 
of different authors. It also presents the issues addressed, controversies and problems. In the follow-
ing section (Solutions and Recommendations) the rural producers’ communities where the study was 
developed and the results are presented, with discussion of the solutions and recommendations aligned 
with the issues addressed. In the next section (Future Research Directions), trends for future research 
are presented, and finally, in the last section (Conclusion), the reflexes of research findings and limita-
tions are discussed.

BACKGROUND

There is much academic discussion about the concept of poverty. Khan, Iqbal and Rehman (2017) and 
Kwadzo (2015) argue that the eradication of poverty is one of humanity’s greatest challenges, and because 
it affects different groups, it becomes a dominant issue in all countries. Their reflexes are not only eco-
nomic, but they penetrate into social spheres. Jamal (2005) and Uceda-Maza and Alonso (2017) associate 
poverty with a series of causes of increased crime. Panadero, Vázquez and Martín (2017) attribute the 
elevation of the problems of alcoholism to the situation of poverty and social exclusion. Doering and 
Ward (2017) found evidence of increased infant mortality in poverty settings.

Pinto (2003) identifies that in all countries and regions there are plots of the population living on the 
margins of society, not positively affected by employment and income generation programs and little 
impacted by government social programs in the areas of health, education, culture, basic sanitation, 
infrastructure, etc. It is the poor population who are the excluded. Jamal (2005) considers poverty as a 
condition in which a person is unable to earn enough money to meet their basic needs for food, clothing 
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and livelihoods. Lötter (2016) considers poverty as the lack of economic capacity of human beings and 
sees two distinct effects that differ in degree: intermediate poverty and extreme poverty. People who are 
in the intermediate poverty stage do not have the economic capacity to participate in the activities of 
life in society or even develop their skills that can be appreciated by other human beings. The evolution 
to the stage of extreme poverty occurs when the loss of economic capacity is so great that individuals 
are no longer able to provide for their own basic needs, suffering from problems of lack of nutrition, 
housing and medical care. Lötter (2016) argues that there is a moral obligation of the population at large 
to eradicate poverty.

In this sense, Townsend (2006) argues that groups of the population can be considered in a state of 
poverty when they do not have the resources to eat properly, participate in activities and experience liv-
ing conditions usually practiced in their community. His proposal moves away from Lötter (2016) when 
he states that poverty has structural causes. In this way, he refutes the idea of   a culture of poverty that 
determines public policies to reach solutions of social mobility. For him, it is more practical and efficient 
to reformulate systems of distribution of resources in a universal and equitable way.

Holohan (2016) sought to identify causes of poverty by analyzing a number of studies conducted in 
Ireland. Some determinants of poverty confirm Townsend’s (2006) proposition that they are structural 
causes, such as the large rural economic base, limited industrialization, the country becoming neutral in 
World War II, and the influence of Catholic teaching on their charity programs.

Some aspects of Lötter’s propositions (2016) were contested by Metz (2016), Brock (2016) and 
Moellendrof (2016). These authors, in separate articles, criticized the determination of a moral obliga-
tion from different sources to eradicate poverty. For Moellendrof (2016), there are no moral reasons 
to support the struggle of the working class in reducing the capitalist oppression suffered, although it 
agrees with the proposed concepts. Metz (2016) identifies problems of relativism in the conception of 
Lötter (2016), since the concept cannot be applied to all societies. Brock (2016) also challenges the 
involvement of society as a whole in the eradication of poverty, failing to grasp the moral obligation to 
mobilize against poverty.

Akkan, Deniz and Ertan (2017) argue that belonging to some group with characteristics of poverty 
means belonging to a stigmatized space, that is, it involves the sphere of exclusion treated by Lötter 
(2016). This means that people do not have equal participation in society nor equal access to resources. 
They add that social exclusion eventually becomes the main barrier to access to four arenas: economic, 
political, cultural and spatial. The barrier to the economic arena is with the loss of employment and in-
come opportunities, leading individuals to underemployment. The exclusion of the political arena occurs 
because of the weakening of representation and the impoverishment of social relations. Losing identity 
in the cultural arena refers to the threats of not belonging to groups that determine the lifestyle, such as 
religious, social, linguistic groups, etc. Being outside the space arena is related to the prospects of not 
participating in the environment in which individuals divide their activities and social relationships, such 
as schools, market, etc. The sum of these aspects contributes to immerse individuals in segregation and 
marginality. Laderchi, Saith and Stewart (2003) classify four approaches to define poverty: monetary 
poverty, capacity poverty, social exclusion and participation poverty, very close to the Lötter (2016) sands.

Uzma and Amjad (2017) have realized that in low-income communities, where women account for 
slightly more than half the population, they end up dealing with things that are not market-oriented, 
such as caring for the home and informal activities. However, in the larger families, women are pushed 
into the labor market, a fact that is reinforced when they have a higher educational level and can easily 
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obtain credit to boost productive activities. In these cases, poverty levels are reduced by the inflow of 
female labor income.

Ioris (2016) examined the phenomenon of poverty and development in the Amazon within a context 
of deficiency in infrastructure, economic isolation and institutional failures. Their concerns lay in the 
dichotomy between poverty and abundance of natural resources. The research results showed that, first, 
development takes place through the exercise of hegemony over total subjection, and secondly, that 
poverty cannot be alleviated by conventional mechanisms of growth. They suggest policies of insertion 
through exploitation that respect forest ecosystems.

At this point, Khan et al. (2017) found that education, technical training and the provision of job op-
portunities are factors that can eliminate poverty in a Pakistan-based survey in Karak district, Khyber 
Pakhtunkhwa. These authors realized that poverty is a phenomenon that is more rural than urban and 
requires multiple strategies, regional, specific and gender-focused intervention. The authors state that 
poverty is negatively connected with the absence of investments in human capital (health, education, 
and skills training). Awan, Iqbal and Wagas (2011) assert that in order to improve human capital and 
raise social welfare (walfare human), the most relevant factor is education. According to them, education 
improves health indicators and life expectancy which, in turn, feed education.

Ndhleve, Obi, and Nakin (2017) concentrated their studies in the Cape Province, South Africa. They 
took as their starting point the government’s goal of reducing poverty by half, with the main focus being 
on publicly funded agriculture. The results indicate that this type of intervention can result in poverty 
reduction as long as there is priority in agricultural research and extension and rural infrastructure.

As discussed in this section, poverty concepts and measures did not reach consensus among research-
ers and academics. Kwadzo (2015) conducted research to compare three distinct approaches to poverty: 
monetary poverty, social exclusion, and capacity poverty. The results revealed that the three approaches 
classified as poor varied strata of the United States population, which led them to consider these ap-
proaches as inadequate. He argues, based on previous studies by Behn (1995, 2003) that, depending on 
the concept used, the results may present different estimates of a population as poor or not poor, which 
leads many researchers to adopt a particular definition based on your specific research goals, the avail-
ability of information, etc.

Some initiatives to alleviate poverty are focused on local development. Tenório (2007), along the same 
lines as Lötter (2016), considers that this type of development requires the interrelationship of several 
actors in society and the satisfaction of demands in the economic, social, cultural, environmental and 
physical-territorial dimensions. Projects in this sense must arise from the articulation of state actors and 
society, from the negotiation of interests, including divergent or conflicting interests. Kwadzo (2015) 
considers that, because the problem affects heterogeneous groups, the concept of poverty depends on 
the interest and experience of the groups.

Based on the different experiences reported in these surveys, we will present in the next section the 
local development achieved by three communities located in regions of extreme poverty in Northeast 
Brazil. The first of these is the Limoeiro community, a settlement based on an agrarian reform program 
in the municipality of Barras, in the state of Piauí, considered to be one of the poorest in Brazil. The 
other two communities, called Lagoas and Veredas, are located in the municipality of Barreirinhas, 
which is also very poor and has good growth expectations due to tourism. The three communities 
studied are formed by rural producers based in expropriated areas for agrarian reform purposes. These 
three cases were accompanied by members of ASIBEAM – Asociación Iberoamericana de Economía, 
Administración e Marketing.
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SOLUTIONS AND RECOMENDATIONS

History and Economy of the Region

After the discovery of Brazil by the Portuguese, the process of colonization began by the installation of 
so-called hereditary captaincies. This system consisted in the donation of extensive land lots to the nobles 
to explore and colonize the area. The model soon submitted the natives to a peculiar regime of captivity 
in which, in addition to forced labor, it also aimed at conversion to Catholicism. Martins (2017) reports 
that indigenous slavery coexisted with the slavery of the African Negro, brought in to collaborate in 
agricultural production under a whip regime, and thereby contribute to the accumulation of the capital 
of large landowners, grantees of hereditary captaincies.

However, despite the exploitation of the labor force by the landowners, Maranhão, as well as the other 
States of the North and Northeast of Brazil, was forgotten by the Portuguese Crown (Lima, 2006), which 
led to the failure of the captaincy system. In 1621, the State of Maranhão was founded, comprising the 
territory of the present states of Maranhão, Piauí, Ceará, Pará and Amazonas, with some relevance in the 
production of sugarcane, tobacco, livestock and cocoa. Nevertheless, almost all of the population lived 
in conditions of extreme poverty, surviving from collecting, fishing and subsistence agriculture. With 
the expulsion of the Dutch, sugar production declined, no longer being able to afford the high import 
costs of African slaves.

In an attempt to solve the problem, the Portuguese Crown created the Commerce Company of Maranhão 
in 1682, monopolizing all the commerce undertaken in Maranhão for twenty years. This arrangement 
failed to achieve the objectives and provoked revolt in all social strata, further aggravating the region’s 
poverty. A new attempt to solve the situation was implemented in the administration of the Marquis 
of Pombal, in the second half of the 1750s, with the founding of the General Trade Company of Grão-
Pará and Maranhão, which took advantage of the great demand provoked by the Industrial Revolution, 
in England. Maranhão became a major exporter of cotton, making the state capital a large commercial 
warehouse. With the decline of activity, the State of Maranhão was extinguished in 1774 and the terri-
tory was subordinated to the general government in Rio de Janeiro.

With the advent of the imperial period, the Brazilian economy is started to show signs of recovery 
thanks to coffee plantations, which are centralized in the Southeast Region. In parallel, an intense campaign 
that determined the end of slavery began, releasing capital for other activities. The states of Maranhão and 
Piauí did not follow the new economic order, remaining among the poorest in Brazil. The local economic 
activities, besides not conforming to the reality, maintained the archaic model implanted since the oc-
cupation and colonization. Along this path, there was the apogee and economic decline that followed the 
Livestock Cycle, based on livestock farming oriented to the domestic market and that allowed to occupy 
the interior, mainly in lands of low quality and little infrastructure. This economic model prevailed over 
the regime of the great sesmarias, true latifundia that did little to exploit agriculture, taking advantage 
of the land to pasture herds and consequently increasing the power of the great landowners. The author 
claims that the farms absorbed the lands of the squatters and eliminated the small owners, counting, 
for this, with slaves and militias that demonstrated the power of force of the “colonels” (great owners).

In 1850, the population of Maranhão and Piauí was basically composed of people without access to 
property, on the margins of political power, often surviving at the expense of underemployment and the 
essentially rural distribution of income. Most worked for ranchers or survived from subsistence farming 
and extractivism. There were also merchants and people employed in public power, often linked by family 
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ties to large landowners and quite distant from the poor and uneducated mass. As the Brazilian economy 
developed throughout the second half of the nineteenth century to the present, the poorer regions (North 
and Northeast) were distancing themselves economically and socially from the large centers located in 
the South and Southeast of Brazil. Worse still, in the poorest regions the pockets of poverty remained 
intact mainly in rural areas, as is the case of the municipalities where the three communities in this case 
study are located. In this way, Brazil reaches the twenty-first century with regions with enormous indus-
trial, technological and social dynamism coexisting with areas of extreme poverty, hunger and misery.

Multiple Case Studies

The multiple case study was carried out in three low income rural communities. The Limoeiro community 
is located in the State of Piauí in an area considered unproductive latifundio that was expropriated for 
agrarian reform purposes. The Lagoas and Veredas communities are located in the State of Maranhão, 
also in areas that were considered unproductive and used for agrarian reform.

Limoeiro Community

The Limoeiro community is a current example of the colonial model that prevailed in Piauí. The 
1,222-hectare land area where the settlement of 32 families was built is part of a larger area that had 
been exploited over the centuries in the unproductive latifundia system. Located in the municipality 
of Barras, the community presents great biodiversity, with spots of the three biomes that characterize 
the State of Piauí, predominating the caatinga interspersed by the ciliary forest bordering the rivers 
Marathaoan and Longá.

Prior to expropriation, the area belonged to Mr. Pedro Marques and was used extensively for cattle, 
goats, sheep, swine and horses. Subsistence agriculture was practiced solely to supply the food needs of 
the family, cultivating rice, cassava, beans and corn, without any technique and with very low produc-
tivity. Over the years, the property has been used solely for the maintenance of the status quo of many 
generations of cattle ranchers and large landowners, to the detriment of numerous families who lived in 
their surroundings and sold their services at vile prices or accepted to explore small areas of the property 
as tenants. The exploratory model known as “renda” is a rudimentary and feudal system in which the 
landowner hands over to the settler a small area for planting or rearing, usually receiving in payment a 
fraction of the production obtained. Over the years, the usually successful fraction turned around 1/4 (a 
quarter) for the owner and 3/4 (three quarters) for the landless who leased the area.

Taking into account climatic conditions of successive droughts, soil poverty, the technical and financial 
impossibility of using more advanced production resources, and the inability to obtain sufficient credit 
for not offering guarantees to the banks, the volume produced was almost always very slight, making 
the system adopted mere subsistence agriculture. In addition, this model has helped to strengthen the 
owner’s figure and increase dependence on rural workers.

In November 2000 the area was expropriated and began the settlement process with the creation of 
an urban village, formation of agricultural field, foundation of a school, church and water supply system. 
The Association of Rural Workers of the Limoeiro Settlement was also constituted with the entrance of 
the 32 inhabitants of the locality, who divided only three residences. Little by little, other producers who 
lived near Limoeiro community joined the Association, reaching a total of 355 inhabitants distributed 
in 71 residences, the great majority in the age group up to thirty years.
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Since its inception, the settlement project of the Limoeiro community has been monitored and su-
pervised by multidisciplinary teams made up of technicians from the Municipality of Barras (PI), the 
Empresa Brasileira de Assistência Técnica e Extensão Rural (EMATER), the Instituto Brasileiro de Colo-
nização e Reforma Agrária (INCRA) and the company Consultoria e Assessoria Agropecuária (PCAA). 
This team planned and executed courses and training in management, fruit grafting, organic vegetable 
production, agricultural techniques for young people and pedagogy. In addition, advanced techniques 
of cultivation, such as irrigation and fertilization, were applied, helping to increase the quality of the 
production and to reach productivity per hectare previously considered impossible. Today, 25 hectares 
of beans, ten hectares of watermelon, five hectares of corn and two hectares of vegetables are harvested. 
The community creates 150 cattle, eighty goats, eighty pigs and 210 chickens, in addition to extracting 
2,500 kg of carnauba powder, transformed into wax that is marketed with exporters to the foreign market.

It is possible to perceive that the establishment of the settlement, the realization of training, the obtain-
ing of financial resources and the support of the involved organs, provided, immediately, improvements 
in the quality of life and retention of wealth by the community. Nevertheless, it is important to identify 
how this process occurred.

The Limoeiro community, as well as all rural communities that do not receive any type of assistance 
in the interior of Piauí, suffered the exclusion process in all dimensions or arenas (Akan et al., 2017). 
This reality involved the community in a process of unfeasibility in the citizen insertion of all those who 
inhabit and, somehow, explore economic activities in the same space. The problem became gradually 
more severe when it was realized that the inhabitants crossed the border from intermediate poverty to 
absolute poverty, as explained by Lötter (2016), proving incapable of accessing job offers, qualifying 
themselves to improve the educational level and, in more extreme cases, even to provide the means of 
their own subsistence, accepting to perform activities analogous to slavery.

When the rural worker reaches the stage of extreme poverty, the social stigma expands in such a way 
that it is seen as a risk to society. Because of the poor financial condition that does not provide care with 
hygiene, clothing and appearance in general, this person is usually associated with crimes or problems, 
emerging as the first suspect, even before a more consistent calculation. Associated with this, the lack of 
training hampers the chances of getting formal work in the market, helping to perpetuate their poverty. 
Wandering in search of occupation and with a ragged look, the rural worker who lives on the margins 
of society ends up being stereotyped as lazy, vagabond, unemployed or marginal.

In these conditions, the worker of these communities ends up plunging into problems with alcoholism 
and illicit drugs, contracting diseases and cannot be treated. Demoralized in all respects, it is unable to 
access social welfare programs, seek support from social assistance agencies and, in some cases, even 
refuse the support of such bodies and even the family, aggravating the process of exclusion to the limit 
of survival.

In an effort to survive, communities like Limoeiro develop a system of exploitation considered en-
vironmentally incorrect. The lack of resources and appropriate technology refers rural farmers to the 
practices of their ancestors, which can be described in the following stages: 1) clearing of vegetation and 
use of wood; 2) burning of the forest after being dry; 3) planting at the beginning of the rainy season; 
4) manual cleaning of weeds; 5) harvesting; 6) payment of income to the owner, reserve of subsistence 
and seed for planting in the next season and sale of surplus, when there are leftovers for this. The process 
degrades the soils, destroys the forests and is very low efficiency and productivity. In the case of family 
farming, the areas explored in this way are limited to the capacity of exploitation of a family nucleus, 
almost always limited to one or two hectares.
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This system transforms the rural producer into a kind of nomad within the larger area reserved for 
him, since exploitation in these circumstances disables the area being exploited for at least three or four 
years until the land can regain its productive capacity. In addition, the burning system entails enormous 
environmental damage, such as the death of live specimens inhabiting the burned area, the emission of 
pollutants into the atmosphere, the heating of the planet and the silting up of watercourses in the vicin-
ity of farms.

The process of intervention in the Limoeiro community began to occur with the settlement of the 
rural producers in the expropriated area for agrarian reform purposes. One of the most important factors 
in making the enterprise more effective in combating poverty was the conviction of the organizations 
that supported and planned the operational model that settled families should be the ladies of their own 
destiny. In other words, the power to make decisions has become the key to overcoming poverty and 
empowering individuals to produce and retain their wealth.

In order for the community to exercise this power, it was necessary to train its members with training 
that enabled them not only to manage the business, but also to produce using modern techniques and 
greater environmental respect. Parallel to this, the community was endowed with basic infrastructure that 
would provide the residents with the dignity necessary to live in a healthy environment and equipped 
with conditions for educational, social and cultural development of their members.

Vanuza, one of the producers and former president of the Association, says that the settlement was 
installed in the year 2000. She recalls that before the installation there was only one source of water to 
drink, there was no electricity and the pioneer families had only eight heads of cattle. Today there are 
more adequate sources of water, there is electricity, straw houses have been replaced by masonry and 
tile houses and a health post has been built. There is also an agricultural field with 44 irrigated hectares, 
main source of production and community resources. She adds that beans, corn, manioc, watermelon and 
vegetables in general are sufficient for subsistence of the families and commercialization of the surplus. 
She reassures that the economic situation of the settlers has improved enough, although there is still a 
lack of action to definitively overcome poverty. In the educational aspect, reports that the children of the 
residents had nowhere to study and today there are already people who have obtained university course.

Vanuza also emphasizes that female labor is one of the most important points in the formation of 
community income. According to her, there are families that depend exclusively on women, either in 
the gardens or even in irrigated agriculture. Her opinion is reinforced by the opinion of the producer 
Esmeralda, who plants carrots, watermelons, vegetables and beans. She explains that the production is 
all intended to supply the headquarters of the municipality and neighboring cities.

The Limoeiro settlement uses organic principles of production, free of pesticides and fertilizers. The 
entire production process incorporates local products such as animal manure and carnauba straw, an 
excellent fertilizer and also mulch to retain water and provide nutrients in the decomposition process. 
Residents say they use the water from the river to water the plants and still practice small-scale fishing 
for food supplementation.

The extractivism of carnauba, a plant native to the Brazilian Northeast, is a sustainable activity. The 
extraction of the straw keeps the palm alive, which recomposes its straw, and can be exploited infinitely. 
Besides the straw being used in agriculture, the extracted powder is transformed into wax with numer-
ous applications in the industry. Basically, its destination is the exporters who sell to the United States 
and England.

The City Hall of Barras decided to take advantage of the production of the Limoeiro settlement in the 
school lunch of the school network. This governmental decision proved to be a very important element 
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to guarantee the commercialization of the products and, in this way, to reinforce the cash flow of the 
community, improving the quality of life of the residents. Manoel Antônio, the engineer responsible for 
implementing the plan, maintains that the project received financial support from Banco do Brasil in 
through a special credit line for settlements that included irrigation equipment. In this way, it was pos-
sible to make crop rotation and diversify production a way to reduce uncertainties not only in relation to 
the possibilities of productive failure, but also to achieve better prices in the off season.

The example of the Limoeiro community has attracted the attention of residents of other communi-
ties who move there in search of opportunities. Francisco Nunes, 56, with five children, and his brother 
Antonio Nunes, aged 33 and two children, said that they lived in the community of Riacho Verde, near 
Limoeiro. They say that they had a very difficult childhood and adolescence, lived with hunger and 
helped their father in the field service. In the old community, they lived from the hunting of wild animals 
(prohibited practice in Brazil) and artisanal fishing, just for survival. Today, already integrated in the 
Limoeiro community, they plant watermelon, beans and corn. Although they have not had a chance to 
study, they provide education for their children at the community school. They feel that they are fulfilled 
in guaranteeing a decent life to the family and no longer feel excluded as before.

Lagoas Community

The Lagoas Community was also created from a process of settlement of low-income rural producers in 
an expropriated area, in 1915, when the first inhabi seat headquarters of the municipality of Barreirinhas, 
belonging to the microregion of the Lençóis Maranhenses. Throughout eight decades the community was 
forgotten by the authorities, addressing the same problems faced by the Limoeiro Community previously 
described. Its inhabitants entered the 21st century without having electric power, schools, access roads, 
treated water and basic sanitation. In 1994, the community created an Association of Producers and 
began the process of regularization of the area, but they faced difficulties in obtaining support because 
the majority of the inhabitants did not even have identification documents.

In 2008, the Association became a cooperative and received financial support from the Banco Nacio-
nal de Desenvolvimento Econômico e Social - BNDES for the planting of vegetables, fruits and poultry 
production. The project was encouraged by the Instituto do Agronegócio do Maranhão - Inagro, by the 
Empresa Brasileira de Pesquisa Agropecuária - Embrapa and the Universidade Estadual do Maranhão - 
UEMA, allowing to implement these activities with technical assistance for production, marketing and 
management. After the implementation of this project, the community managed to generate value for 
local production and, in this way, reduce the indicators of poverty and social inequality.

The offer of the products by the inhabitants of the Lagoas community came to meet an increasing 
demand derived from the tourist development in the Lençóis Maranhenses. As of 2003, when the re-
gion became a tourist destination as a result of an extensive marketing campaign, many hotels, inns and 
restaurants were installed in Barreirinhas and these enterprises began to demand the products produced 
by the cooperative.

The Lagoas community is located in a region of transition between the Cerrado (a kind of sparse 
vegetation and low fertility area of land) and the dunes, surrounded by a web of streams that feed in-
numerable lagoons. Before the project, the community consisted of 46 families with an average of three 
children and lived off the exploitation of natural resources. In the process of division of tasks, it was 
possible for men to act as collectors, hunters, fishermen and agricultural producers and for women to 
produce handicrafts, sweets and take care of children.
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Due to the poor soils, the lack of productive infrastructure and the difficulty of access these grounds, 
agricultural production was incipient and restricted to the cultivation of cassava, corn, beans and rice. 
The income of the families, therefore, did not reach thirty dollars per month, a value equivalent to 1/8 
of the minimum wage in force in Brazil.

Currently, the community is made up of more than eighty families that produce in a cooperative re-
gime, using modern techniques adapted to local conditions. It achieved a productivity gain and reduced 
production cycle, providing greater financial return to the community. In addition to reserving part of 
the products for their own consumption, the producers market more than fifteen agricultural products 
for the tourism network, generating results for families.

Today all inhabitants reside in masonry and tile houses, equipped with electricity, have a refrigerator, 
televisions, treated water and other amenities. There are schools for children and some residents even 
have vehicles for locomotion. The average income per producer exceeds the current minimum wage, 
making families less and less dependent on government social programs.

Before the implementation of the project, the inhabitants of the Lagoas community were limited to 
the cycles of nature, collecting and producing almost exclusively for their own consumption. The little 
surplus had no quality, and, for that reason, it did not reach more demanding markets. The production 
facilities were precarious, there was no organization and management and most of the producers were 
not able to interact with the market simply because no documentation existed.

The project implemented modern production techniques, such as mechanized soil preparation, ir-
rigation use, selection of seeds and improved seedlings, proper handling techniques, selection practices 
and product packaging to meet market demands. The producers and their families received intensive 
training, learning not only to produce, but also to improve the presentation of the product and negotiate 
better sales conditions.

If before the production of low quality was sold at low prices, today the products are sought by the 
hotel chain and restaurants of Barreirinhas, exactly because they are fresh, produced within the concept 
of natural and healthy agriculture. Thus, they are more valued and commercialized at prices compatible 
with that of other producers.

The transformation process began with a diagnosis made by the Instituto do Agronegócio do Ma-
ranhão - INAGRO to identify opportunities for local development in low-income communities. Inagro 
is a non-governmental organization (NGO) that supports producer associations in the improvement of 
cultivation and commercialization techniques. The diagnosis pointed to opportunities for the exploita-
tion of vegetables, fruits and raising of chicken and small animals, as well as handicrafts. Alliances 
were made with the Empresa Brasileira de Pesquisa Agropecuária - Embrapa, with know-how in the 
cultivation in regions of low productivity, and with the Universidade Estadual do Maranhão - UEMA, 
enabled to promote assistance to entrepreneurship.

Financial support was sought along with the Banco de Desenvolvimento Econômico e Social - BNDES, 
which agreed to contribute a little over 350,000 dollars in non-reimbursable resources, allowing the 
implementation of different production systems, such as the expansion of cassava, corn, beans and rice, 
the production of irrigated vegetables, the implantation of fruits (cashew, lemon, papaya, coconut and 
açaí) and the breeding of small animals (chicken and goats). The production that used rudimentary tech-
niques, like scorching, happened to be made with intensive use of agricultural implements, correction of 
soils and natural fertilizers. Vegetables and fruits are initially grown in nurseries and then transplanted 
to prepared areas, raising productivity and quality. The creation of small animals was also introduced 
with the use of modern equipment and management techniques adapted to the region.
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The community took a huge step forward. Before, it survived with a minimum of dignity, producing 
only for consumption. Today, it offers consumers diversified products with quality, at any time of the 
year. It is integrated, in this way, with the natural growth process of the Lençóis Maranhese, retaining 
results distributed among the members of the community.

The results were quite encouraging and helped to make other alliances (the municipal council built a 
school and the government of the State brought the electric power to the community). Today, the Lagoas 
project is an example copied by other communities that also want to integrate into economic development.

Veredas Community

The Veredas community also occupies a settlement area formed in the enclave of three localities (Veredas, 
Rio Grande and Vereda dos Teodoros) in the Preguiças River springs, implanted in an agrarian reform 
program in the 1990s. Due to the state of abandonment, the community was never able to implement 
a production system that would provide its members with quality of life. In this way, they survived by 
exploring subsistence agriculture, which used aggressive practices and was compromising the conserva-
tion of the river’s spring. These practices involved the irregular extraction of wood, the deforestation of 
riparian areas and the use of fires for the preparation of areas for planting.

In 2012 the community was chosen by the Inagro – Instituto do Agronegócio do Maranhão to partici-
pate in a project to revitalize the source of the Preguiças River, the most important river in the Lençóis 
Maranhenses region. The project was officially launched in June 2014, after having won support from 
Petrobras (big Brazilian state oil company) and other agricultural development entities.

From this project, the community not only modified its agricultural exploitation practices, moving 
to adopt modern means of production, but diversified production and managed to reverse the state of 
poverty in which it was. In parallel, the Preguiças River, on which more than eighty thousand people 
depend, has interrupted the aggression process in its springs and nearby areas, avoiding settlement and 
generating positive expectations for the entire productive chain that depends on it.

Today, the community sells the surplus of its agricultural production, produces sweets, fruit pulp, 
cassava flour and, in addition, poultry and eggs. It receives, also, great flow of tourists in search of 
natural products and artifacts of craftsmanship of good quality.

The settlement gathers about five hundred people who benefited directly from the project. Before the 
intervention, these people lived from the cultivation of cassava, extractivism, fishing and other activi-
ties for the subsistence of the families. The average monthly income was less than thirty dollars, which 
did not allow them a decent life. They lived in houses made of mud and covered with straw, they did 
not have access to the electricity and water network and faced enormous difficulties for displacement 
and access to credit. Most depended on the government’s social programs for the support of the family.

After the project, the reforested areas allowed for the exploitation of bananas, beans, corn, rice and 
cassava, taking advantage of the natural irrigation waters of the river itself. The additional income was 
added to the families involved in the project from the exploitation of handicrafts, sweets, etc. Today, 
most people already have brick and tile houses, connected to the power and water network, have appli-
ances and some residents have vehicles. The average yield of the producers involved revolves around 
the minimum wage in Brazil and the effects of seasonality have been eliminated.

The main goal of the project to revitalize the Preguiças River springs was to stop the settlement 
processor of the most important river in the Lençóis Maranhenses region and, at the same time, to in-
crease the fixation of rural producers in their premises, improving the condition of life of families. Upon 
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receiving the sponsorship of the Petrobras Socioambiental program, the project could benefit more than 
five hundred people directly linked to the assisted communities, allowing them to leave rudimentary 
practices of exploitation of natural resources and raisins to develop a sustainable production regime.

For people directly affected, there were improvements in the quality of life, an increase in profits from 
the sale of surplus production and a reduction in the poverty indicators that characterize the population 
over decades. The producers raised their status as simple collectors for food producers and other inputs 
that meet the demand levels of the tourist pole.

Indirectly, the project benefited all the productive chains established along the river or dependent on it, 
such as tourism, fishing and irrigation. The system of exploitation prior to the project was compromising 
the survival of the river, precisely because the deforestation in the margins and the irregular exploitation 
of the springs had serious consequences for the perpetuation of the flow of the waters. With these irregular 
procedures stagnant, the river gained new expectation of survival and with it more than 2,500 people 
occupied in the productive chains and close to 50 thousand tourists who frequent the region annually.

The members of the Veredas community Veredas and adjacencies (Rio Grande and Vereda dos Te-
odoros) lived in sub-Saharan conditions before the intervention that sought to revitalize the Preguiças 
River. After the project, they not only contributed to maintain the perpetual river and benefit the entire 
productive chain along the course of the river, as it is also inserted in the chain of tourism, becoming 
suppliers of natural foods for the network of restaurants and hotels and crafts for tourists.

The products they offer meet the requirements of healthy products, perfectly suited to the concept of 
socio-environmental responsibility. In addition, it attends to the qualitative aspects, which makes them 
well accepted and even desired by the general public.

Another positive result to highlight is the development of environmental awareness in the commu-
nity. Formerly responsible for the degradation that was compromising the environment, today they are 
responsible for the maintenance of nature. In this aspect, they propagate the idea of   clean production 
and transfer all that concept to the products offered.

FUTURE RESEARCH DIRECTIONS

The whole world lives with the phenomenon of poverty, regardless of the level of development of each 
nation. Rich countries are not immune to the problem, as there are numerous communities on the margins 
of the wealth distribution process and still live with migratory flows, which bring to their territories a 
wide range of people who flee from the bad situations in their countries of origin. Developing countries 
and those that are still underdeveloped are facing the situation with the greatest impact. In most cases, the 
inability to reverse or at least minimize the problem goes beyond centuries and goes beyond the meager 
resources generated internally. It further aggravates the harsh reality of the involvement of rulers with 
corruption and the diversion of resources to the very pocket of politicians, failing to achieve social welfare.

In this sense, we point out some future directions of research involving the theme. The indication of 
these future researches also has to do with limitations of this work, which can be solved by expanding 
the scope of work, broader scope in research and coverage of other regions also dependent on resources. 
It is convenient to incorporate some new variables in future research, searching correlations between 
poverty, ethics and social justice. In this case, issues involving diversion of resources, illicit enrichment, 
and other misconduct that may delay or impinge on local development may become evident.
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Another point to be explored in future research concerns issues of gender, race, color, sexual orienta-
tion, and groups representing minorities. It is important to draw a parallel between the effort to reduce 
poverty, local development and the role of each of these social variables, in order to capture possible 
discrimination. Finally, quantitative research involving the cross-referencing of variables related to poverty 
and local development with investment financing, technical assistance, rural extension and community 
self-management would be advisable.

CONCLUSION

This research, a multiple study of inclusive cases, sought to understand how to overcome the stage of 
extreme poverty through agricultural exploitation financed and assisted by rural extension agencies. One 
of the main concerns was to give voice to the actors involved in the process, that is, the rural producers 
of the Limoeiro, Lagoas and Veredas communities, the object of the case study.

The leap in quality of life experienced by the members of the communities surveyed was evident. 
All of them gave rise in all arenas, transporting them the opposite way that left behind extreme poverty 
and even intermediate poverty to the level of economic, political, cultural and spatial insertion. This 
process of improvement took place precisely through the development of guided projects in which the 
communities themselves were able to define their objectives and set their goals.

The supply of basic infrastructure needs, such as water, energy, school, leisure, health and the means 
of production were among the priorities of the settlement producers. From the earliest days, generations 
of the excluded survived under semi-slavery, without being able to exercise their prerogatives as a citizen 
with rights. These needs were solved immediately, even at the implementation stage of the enterprise.

Another strong mainstay of the success of the three settlements was the development of a sense of 
cooperation in which the dynamic participation of men and women around production in a common 
space of mutual aid prevailed over individualism. No single producer would be able to reach the market 
efficiently, since it would not have production volume to justify marketing costs. The joining of forces 
to overcome obstacles was therefore a crucial element for the improvements achieved by the communi-
ties, extending to all its participants.

Investments in education and qualification cannot fail to be mentioned. From an early stage, the 
communities realized that the educational improvement of the group was an element to be pursued so 
that people could even feel encouraged to question their reality. In this context, the female role played a 
major part in that it left behind the historical tradition of reserving to women domestic tasks to become 
the protagonists of the means of production. This reality represented a rupture of paradigms when it 
was inserted women as a resource-providing element, some of them assuming a leadership role in the 
community itself.

Last but not least, the development of a self-sustaining farming system adhering to the environmentally 
sound precepts as a driving force for maintaining man in his productive area, eliminating degrading and 
nomadic exploitation and achieving high levels of productivity. The use of local resources and inputs 
to strengthen the concept of organic agriculture and to offer products of better quality and greater ac-
ceptance stands out at this point.

Therefore, extreme poverty in rural areas can be overcome through mechanisms to support poor 
communities that have a real intention to prosper. The development of a plan that involves technological 
training, technical assistance, adequate financial resources and marketing support are essential elements 
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to foster the community spirit of production, to engage the female force in the productive process while 
respecting the ecological limits of the locality. In this process, one can perceive mutually reinforcing 
elements, such as the effort to raise the educational level, feeding the spirit of citizenship and democratic 
participation, which in turn engages men and women in the process of self-management of the com-
munity and, consequently, moves the whole cycle that elevates not only the economic, political, spatial 
and cultural gains. It is even believed that the situation of many communities that were also settled in 
large unproductive areas and did not achieve promising results or failed can be explained by the lack of 
use of planning mechanisms, capacity building of producers, leadership development and respect for 
the environment.

This study, although restricted to three communities that have been experiencing relative success in 
their activities, can be extended as an example to other communities that are still in the stage of poverty 
and without solutions to the social exclusion in which they find themselves.
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ABSTRACT

The empirical literature relates increasingly competitive environments to innovative business activities. 
The chapter aims at analyzing proactivity as a condition of the dynamics to which organizations are 
obliged to search for, devise, and generate an adequate response, accompanied by the capacity for in-
novation and sustainability in the nature of the response to achieve a competitive advantage. This chapter 
contributes to the understanding of small business innovation capacity. It proposes a model that starts 
from the market orientation and the social orientation, as variables that enhance the innovation capacity 
of the companies, impelling in this way, their response to the needs of the customers. A multi-case study is 
used to validate the said model in the SMEs rural in Cáceres. The results show a reactive market orienta-
tion and a high awareness of generating sustainability conditions. This means that environmental and 
social orientation should be maintained or adapted to so innovation can be sustainable in the long run.

INTRODUCTION

At present, having satisfied customers is not enough, this has led companies of different sizes, especially 
small and medium-sized companies, to develop a mechanism to obtain, generate customer information, 
markets and competition to support the development of strategies and innovative activities that enable 
them to respond quickly to the competitive environment. According to (Song et al., 2009) innovation is 
an important source of competitive advantage. Therefore, for innovation to succeed, it is necessary to 
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instill a culture of constant search for opportunities that impacts the quality of innovation. Successful 
innovation, understood as a positive exit from the innovation process, is the primary means by which 
firms maintain and expand their product and customer markets (Baker and Sinkula 2005). This pan-
orama implies the need to pay special attention to a high management to the achievement of the superior 
performance objectives in the companies.

Vasconcello (2013) corroborates with the approach of the previous authors and adds that the innova-
tion will allow a strategic positioning that will allow the maintenance and / or increase of the business 
performance. In this same line of thought, Han et al., 1998; Hult et al., 2004, affirm that a large number 
of studies suggest that the market orientation is positively associated with a superior performance, for 
example: number of innovations adopted.

Hooley et al. (2005) reinforces the above, considering that the increase in market orientation implies 
the development of customer relationships and the ability to develop and launch new goods and services.

However, there is still no consensus on the role of market orientation in the success of innovation. 
For example, some researchers propose that a market-oriented firm may diminish its ability to innovate 
if it only listens to consumers’ voice (Christensen and Bower 1996, Lukas and Ferrell 2000 and Widiana 
M. E. 2017).

In the light of the above, the lack of consensus on the role of market orientation in innovation, the 
aim of this exploratory work is to contribute to the improvement of knowledge about involvement, and 
the proactive market in the development of the innovation process in SMEs “caceres”.

Formulation of Permissions

Kohli and Jaworski (1990) consider market orientation capabilities as a source of competitive advantage 
with an effect on financial and market performance, especially those market-oriented organizations. 
Likewise, (Slater and Narver 1995) suggest that market orientation is a solid basis for the creation of 
such value capabilities and is a determining factor in profitability and performance. Later (Jaworski and 
Kohli 1996) show that market-oriented firms actually perform significantly better than less-targeted 
firms, especially on variables related to profitability, adaptability, and customer satisfaction.

On the other hand, (Day 1994, Lionakis, K., & Avlonitis, G. J. 2014) explain in general terms how 
market orientation improves performance by providing organizations with a greater capacity to under-
stand, attract and retain customers. Other studies, however, suggest that there is no significant relation-
ship or mixed results between the two arguments. According to Han (1998), innovation is the hidden 
link between market orientation and organizational performance. In this perspective, (Naver et al., 2004) 
consider that the latent needs are universal, exist in each client and can be discovered by a company that 
undertakes to focus and seek in a disciplined way, through careful observation of clients’ behaviors, 
possible solutions to the problems they face. Therefore, for a company to improve performance it must 
go beyond the current or conscious needs of customers trying to discover their future and latent needs. 
This requires that the company continuously exceeds the expectations of its customers defined by (Narver 
et al. 2004) as pro-active market orientation dimension.

A proactive market orientation will alert companies to new markets and reflect an exploratory learn-
ing behavior that involves the search for new and diverse information of needs that clients do not yet 
consider conscious (Atuahene-Gima et al., 2005; Narver et al., 2004). This implies a positive effect of 
the proactive market orientation on performance.

Thus, considering the argument presented above, the following assumptions can be made:
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P1. Market orientation is positively related to innovation capacity and as sub-commissions the follow-
ing are considered:

P1.1. Proactive market orientation positively relates innovation capacity
P1.2. Reactive market orientation positively relates to innovation capacity

As stated in the previous assumption, most of the most recognized companies care about what custom-
ers want and carry out market investigations that allow them to know the tastes and preferences of their 
customers and thus offer them what they want. However, the marketing manager and product manager 
must be warned that the market research study does not guarantee an approach or market orientation, 
apart from learning to care for or improve the long-term interests of individuals and society (Lamb, 2011).

On the other hand, the work developed (Vander Linde et al., 2016) concluded that properly developed 
environmental standards can catalyze innovations, reduce costs and aggregate values, thus allowing more 
efficient use of resources.

In addition to the above, for a company to be competitive, it is necessary to develop a process of sus-
tainable innovation, (Pujari 2006, Dangelico, RM, et al, 2017), demonstrated the effect of eco-innovation 
in the development of new products in performance of the market in North American companies. In this 
way, the following assumption is proposed:

P2. Social orientation relates directly to the capacity for innovation

Finally, (Dinacyt 2003), it considers innovative companies, those whose innovation activities resulted 
from the results of the market introduction:

• Of a new or significantly improved good or service;
• Of new or significantly improved production methods;
• Of a new organizational method;
• Of new methods for marketing (marketing innovation).

This latter categorization may be important for innovation performance. Although in certain cases, 
innovation starts in the R & D function, marketing plays a crucial role for innovation to succeed. Normally 
the activities of the R & D department should coordinate with the activities of other departments, as 
indicated (Burgelman and Maidique 1988). In this way, both R & D and engineering need to coordinate 
with the marketing function to ensure that the new product has the characteristics and qualities custom-
ers need and want. It is at this point that marketing has a preponderant role in the capacity for marketing 
innovation and development of new products.

According to Christensen’s (2001) viewpoint, a company’s ability to innovate can be grouped into 
three classes of factors: resources, processes and values   or marketing culture. According to Hooley et 
al. (2005), the marketing culture of the organization is manifested by the level of market orientation. 
The latter takes time to build is complex, developed by unspoken skills. This means that it is almost 
impossible to transfer knowledge and experience from one company to another. Therefore, organizations 
that are capable of successfully developing a number of innovations are able to integrate and combine 
market orientation with other key factors to stimulate innovation and achieve a sustainable innovative 
outcome (Lawson and Samson, 2001; Hauge, Elisabet S., et al., 2017). In this way, the effect of market 
orientation on innovation is justified.
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In relation to the performance of new product development programs (Atuahene-Gima et al., 2005) 
and the success of new products (Narver et al., 2004), there is still no consensus on the role of market 
orientation in success of innovation. The latter author considers that the disagreement on the relation-
ship between market orientation and innovation success stems from a narrow understanding of market 
orientation, which has traditionally been conceived as a reactive orientation, needs. On the other hand, 
the aforementioned study establishes that a complete orientation to the market also appears in a proac-
tive way that concerns the discovery and satisfaction of future needs not expressed spontaneously by 
customers, previously considered by (Day, 1994).

According to Hurley and Hult (1998), innovation can be considered as a precedent for the performance 
of new products, culminating in: more effective levels of customer satisfaction and loyalty (Mavondo, 
Chimhazi and Stewart, 2005); better sales volume results and market share (Hooley et al., 2005).

On the other hand, optimum marketing management ensures the fast and reliable delivery of products 
to the customer and consequently the total increase in sales and market share (Jacobs, Chase, & Aquilano, 
2010). According to the argument, the following premise is proposed:

P3. Innovation capacity is positively related to innovation.

Theoretical Model

As shown in the following figure, we establish the interrelationship between the main constructs: In-
novation capacity, market orientation and social orientation.

Figure 1. Interrelation between constructs
Source: Own elaboration
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Based on the understanding of the proactive market orientation (Narver et al., 2004) and other previ-
ous contributions in the marketing area, especially the work led by Hooley et al. (2005) the theoretical 
model object of this investigation:

RESEARCH METHODOLOGY

In order to test the theoretical model, the qualitative analysis was carried out, through the case study, 
according to the phases established by (Yin, R. 1994). The justification for choosing the case study is 
that it is a poorly investigated phenomenon, which requires an in-depth study of a few cases. The choice 
of the cases was carried out by means of a logical and theoretical, non-statistical and random sample, 
looking for a response and analytical generalization before statistical generalization (Ragin and Becker 
1992; and Yin 1994).

The formation of the sample was a progressive process, initially identified through ADISGATA (As-
sociation for Rural Development of Sierra de Gata in Cáceres). These are companies that do not exceed 
14 employees, of which 7 companies were interviewed and one of them was excluded from the analysis 
because they did not fit the purpose of the study in question.

And, with the evidence acquired in the field work, we proceeded to:

• More relevant transcript of each case of the opinion of the managers of the companies analyzed in 
relation to Marketing Innovation and Market Orientation, Performance;

• And validation of these assumptions.

For a further simplification of the nomenclature of the investigated companies, they will already be 
referred to as case A, B, C, D, E and F, respectively.

Evidence Analysis: Global Case Analysis

In this section, we discuss the applicability of the theoretical model developed previously, proving, on 
the one hand, its theoretical consistency to the reality of the “cacereño” business fabric and, on the other 

Figure 2. Theoretical model of the relation between the constructs
Source: Own elaboration
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hand, a comparison of the answers is made to arrive at important conclusions as which permits lose 
meaning in this reality. It was established the verification of the previous assumptions, requesting to the 
managers of the 6 companies if they seemed true or false the items related to the constructs.

Concerning the first assumption “Proactive market orientation has a positive impact on innovation 
capacity”. You can see in the following representation the result of the survey applied to these companies, 
related to the items of the market orientation.

In the study of the validity of the assumption P1.1, we studied the responses to the survey concerning 
the conditions present in the 6 cases analyzed and, in general, the majorities of the answers are negative, 
from the outset, could deduce that there is no influence of the market orientation proactive approach to 
innovation capacity.

In contrast, it can be verified that the majority of the responses of the items in the previous table are 
positive; these results allow to validate the assumption P1.2.

On the other hand, this analysis is reinforced with the transcription of the company’s management F 
“We do things as customers like”.

In short, there is influence of market orientation on innovation capacity, since P1.1 is validated 
although P1.2 is not validated, thus re-establishing P1 in Guidance for the reactive market positively 
relates capacity for innovation

With regard to social orientation, Table 4 describes the most relevant interview transcripts to man-
agement.

Table 1. Characterization of Sample Companies

Cases Cases Description Sector of Activity Number of Workers

A Spirulina Koru Food Industry 2

B Val de Xálima Honey and Pollen Food Industry 4

C “As Pontis” Oil Factory Food Industry 10

D “ El Pilar” Rural House Rural Tourism 2

E “Dona Francisca” Cheese 
Factory Food Industry 10

F Artesanal Boilermaking Arts & Workshops 14

Source: Own elaboration

Table 2. Frequency of responses to proactive market orientation and innovation capacity (P1.1)

Guidance for the Proactive Market 
(Source: Narver et al., 2004) Cases Present 

Condition
No Condition 

Present

Description of scaling items A B C D E F + -

We help our customers anticipate market trends + - + - - - 2 4

We continually try to discover additional 
customer needs - - - - + + 2 4

We look for opportunities in areas where our 
clients find it difficult to express 
your needs

- - - - - + 1 5

Source: Elaboration based on Narver et al., 2004
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According to the environs of the previous table, it can be deduced that in all cases there is a positive 
relation between the capacity for innovation and sustainability, so that assumption 2.

Finally, in relation to the capacity for innovation, the affirmative (+) and negative (-) responses ob-
tained from the semi-structured survey applied are reflected in Table 5.

As shown in the previous table, the capacity for innovation on innovation is partially present, since 
the positive responses fall on the management of the entrepreneurs while the negative ones relate to 
those of the employees, but also can be corroborated with the transcription of the interview response 
of some managers:

• “I seek social and economic benefit”
• “I acquire technology to generate less waste”

Thus, assumption 3 will be changed, given that the driving force of innovation in all cases is the 
entrepreneur.

P3: The entrepreneur’s innovation capabilities are positively related to innovation.

Table 3. Frequency of responses to reactive market orientation and innovation capacity (P1.2)

Reactive Market Orientation Cases Present 
Condition

No Condition 
Present

Description of scaling items A B C D E F + -

Our strategy for competitive advantage is based 
on our understanding of the customer’s need. + + + + + + 6 0

We measure customer satisfaction in a 
systematic and frequent way + + + + + - 5 1

We are more targeted to our customers than our 
main competitors. + + + + + + 6 0

Source: Elaboration based on Narver et al., 2004

Table 4. Description of the most relevant interview transcripts to management

Cases Capacity for Innovation

A The best solution for preserving product properties.

B Offer the product with flower essence.

C Improve the manufacturing process, keeping the properties of olive oil to a minimum and generating less waste..

D To bring the client closer to the experience of rural activities.

E Use waste for different sub products.

F Search methods and procedures very accurately to produce less waste.

Source: Own elaboration
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FINAL CONSIDERATIONS

The premises presented in this research were developed in the proposal of a model that validated the 
relation of orientation to the market, social orientation and innovation.

As indicated in the following table, it was verified that all the assumptions mentioned in the proposed 
model are confirmed, except: P1.1 not validated and P2 reformulated.

The sustainable innovation model applied to small firms in Cacereñas is partially validated, since 
the sub-premise (P1.1) was not validated and (P2) was changed. However, it came to the conclusion that 

Table 5. Frequency of responses on innovation capacity (P3)

Description of Scale ITEMS Cases Present 
Condition

No Condition 
Present

Description of Scaling Items A B C D E F + -

There is the ability to successfully launch new 
products + + + + + - 5 1

There are new processes of effective product 
development - - + + + - 3 3

The management bet on attracting talents, 
qualified and proactive personnel, capable of 
leading projects from their gestation phase to 
their stage of marketing or implementation

+ - - - + - 2 4

Management has a system for obtaining 
information from current clients and markets + - + + + + 5 1

Management has a person with the ability to 
identify and analyze the business trends + - - - + - 2 4

Management systematically evaluates efforts in 
innovation or product development to ensure the 
level of quality customers desire

+ - - - + - 2 4

Source: Own elaboration based on Hooley et al. 2005

Figure 3. Validated model after case studies
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there is a reactive market orientation, that is, they only meet the needs expressed by the clients and the 
activities related to the market orientation are developed by the entrepreneurs, according to the majority 
of respondents. With regard to eco-innovation, according to transcripts related to social orientation, it 
is present in all cases and there is an unamity between the interviewees in the positive relation between 
capacity for innovation and sustainability. Finally, with regard to the capacity for innovation, the items 
that represent the entrepreneur’s capacity for innovation hold the majority of affirmative answers, thus, 
it is concluded that the driving force of innovation is the entrepreneur, as manifested by the majority of 
enterpreneurs.

Limitations of the Study

Because it was an exploratory study, some barriers were found throughout the investigation, which were 
sought to fill. In this context, the main limitations are:

• The first limitation of the study is a contradiction between verbal and non-verbal communication, 
for which reason one of the companies was excluded from the analysis.

• Second, the reluctance of managers to participate in the case study and respond to the questionnaire.
• The companies under study belong to different sectors, not allowing to know the market orienta-

tion effect of each sector in the innovation process.

FUTURE GUIDANCE

Based on the research developed and with the purpose of providing new perspectives for the deeper 
knowledge of the population, some considerations are suggested for future investigations:

• Triangulation of results between the SMEs of Cáceres Branco and adjacent Portuguese companies.
• The validated and changed assumptions will lead to the generation of hypotheses; and with a suf-

ficient sample number one can carry out the quantitative study and compare the result with the 
case study.

• The four cases analyzed may allow the analysis of transferability to another context.

Table 5. 

Premises Relationship Premise 
Confirmation

P1.1 Proactive market orientation positively relates innovation capacity Not validated

P1.2 Guidance for how the reactive market positively relates to innovation capacity Confirmed

P2 The social orientation relates directly to the entrepreneur’s capacity for innovation Reformulated

P3 Innovation capacity is positively related to innovation. Confirmed

P5 Collaboration between SMEs together with the public institution generates environmental performance Confirmed
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Finally, in this study, several contributions were presented, both at the theoretical and practical level, 
aimed at entrepreneurs, providing some implications in the understanding of Marketing, particularly in 
the orientation to the proactive market. Thus, an organization seeking market-based innovation must 
have qualified and proactive human resources to meet the needs in areas where customers find it dif-
ficult to express their needs.
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