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Entrepreneurshipisasocio-economicprocessthatissupportedbynationalsystems(MazzarolandReboud,
2020).Specificitiesmayalsoplayarole;forexample,aregion’sethnicdiversityfosterstheestablish-
mentofsmallfirms(Boudreaux,2020),orthepersonalitycharacteristicsthroughwhichentrepreneurs
actstrategicallyanddevelopcompetenciestohandleprocedures(AsonitouandKavoura,2019).Inthis
regard,entrepreneurshipconstitutesasubjectthatistopicalandtimeless,sincebothinstitutionsand
thevariousinstitutionalprocesseshavealwaysbeenaffectingthedevelopmentofcountriesandpeople.
Peopleare,afterall,themostessentialcelloftheentrepreneurialprocess(Masouras,2019).

Thefourthindustrialrevolutionbringstogethersmartphysicalanddigitalsystemstoharmoniously
cooperate,wherethemaintargetisonthefusionoftechnologyandinnovation(Schwab,2017).Techno-
logicalinnovationneedstobeattheforefrontforthecreationofasmartecosystemwithallstakeholders
beinginvolved(Buhalis,2019).Companiesneedtomovehandinhandwithcustomers(BuhalisLeung
andLaw,2011)withtheaimtoco-createpersonalizedexperiencesforthemthatareoutstandingand
competitive(Mistilis,BuhalisandGretzel,2014).Theactiveroleofconsumersandtheircooperation
withcompaniesinnewproductdevelopmentallowscustomerstoprovidetheirpointofviewinreal-time
sothatneedsandservicerequirementscanbedevelopedmeetingexcellence(BuhalisandSinarta,2019).
Thus,theimplementationofautomatedservicesandwebtechnologiesisalsoanissuethatsmallfirms
needtoconsiderinrelationtolargeenterprises.Forexample,inPolandsuchdiscrepancywasillustrated
betweensmallandlargeenterprises(KavouraandKoziol,2017).Inaddition,emergingtechnologies
andotherformsofentrepreneurshipsuchasdigitalandsocietalintourism,havealottoofferandopen
avenuesforfurtherresearch(Ratten,2019).Itisthisuseoftechnologicalinnovationthatmayboosta
region,aterritoryandinequalitiescanbecreatedbasedonentrepreneurshipandinnovation(Rattenetal.,
2020).Entrepreneurshipandinnovationcanbeofferedbyfirmsofdifferentsize.Inthepresentstudy,the
emphasisisonsmallandfamilybusinessesduetotheirimportanceinthediscussionofentrepreneurship.

FamilybusinessesandSmallandMediumEnterprises(SMEs)canbedefinedasfollows:
“Aproprietorship,partnership,corporationoranyformofbusinessassociation,whichisclassifiedas

anSME(lessthan250employees)andwherethemajorityownershipisheldbythefamilyandfamily
membersareemployedinthefamilybusinessand/orthefamilyisrepresentedontheBoardofDirec-
tors”(Birdthistle,2003:76).

FamilybusinessesandSMEsneedtocreateinnovativestrategiesandproductsthatboostentrepre-
neurship.MostofthefamilybusinessesandSMEscannothandleaninternationalizationstrategyasthey
facemanylimitations(Fernández&Nieto,2005).AccordingtoFernández&Nieto(2005:86)family
businessesandSMEsaremostofthetimesunabletobuildcompetitiveadvantagesattheinternational
levelmainlybecausetheirinabilitytoaccesstheresourcesandcapabilities.Theirstrategicorientation
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mayaffecttheeCommerceadoptiondueto‘externalpressure’and‘perceivedbenefits’(Wang&Ahmed,
2009).Inparallel,thesesmallbusinesseshavethepotentialtobelearningorganizations(Birdthistle,
2008).But,accordingtoBirdthistle(2008)sizeofthefamilybusinessandthestructureimposedonthe
businessaffecttheirlearningbehaviour.

THE CHALLENGES

Entrepreneursfacechallengesintheireverydaylivesandtheymaybeforcedtocreatetheirbusinessor
extendtheiralreadyexistingbusiness(ConstantinandKavoura,2019).Furthermore,thelasttenyears
theeconomiccrisesaffectedthepolitical,economicandinstitutionalenvironmentbothonthenational
andregionallevel,creatingsevereeconomicchallenges(Sklias&Maris,2012;Sklias&Maris,2013;
Sklias,Roukanas&Maris2014).Inthisregard,therearemanychallengesthattheFamilyBusinesses
andtheSMEsshouldtackle.

ThefirstchallengeisrelatedtothequestionofwhetherfamilybusinessesandSMEscanworkas
learningorganizationstotacklewithglobalcompetitiveness.Indeed,familybusinessesandSMEsmay
havethepotentialtobecomelearningorganizations,butatthesametime,thesizeofthefamilybusiness
andthestructureimposedonthebusinessplayacrucialrolethataffecttheirlearningbehaviour(Bird-
thistle,2008).Entrepreneuriallearningcantakeplaceviauniversityhubsandcounsellingwithinthe
universitypremisesbeforeandaftergraduation;universitiescanactasanaxetosupportentrepreneurial
efforts(KavouraandAndersson,2016;MakaronaandKavoura,2019).

Second,therearemanyorganizationalandculturalissuesthatshouldalsobetackle(DeVrande,
etal.2009).Indeed,theorganizationalandculturalissuesinexternalpartnershipscreateseveralbar-
rierstoSME’sopeninnovationactivitieslikeforexampleventuring,customerinvolvement,external
networking,R&Doutsourcingandexternalparticipations(DeVrande,etal.2009:435).Thus,familyand
smallfirmsneedtoestablishcollaborativesupportnetworksandmanageresourcesinordertohandle
potentialrisks.

Third,thefamilybusinessesandtheSMEsneedtotacklewiththeglobaleconomicconditionsinthe
eraofglobalization.Inthisrespect,financialchallengesareofgreatimportanceforfamilybusinesses
andSMEs(Tagoeetal.,2005).Thus,themostprofoundvulnerabilitiesexperiencedbySMEsareiden-
tifiedwithinflationandinterestrates,crimeandunemployment,lowdemandforproducts,thewrong
pricingstrategies(Cant&Wiid,2013).Itisclear,thattheSMEsshouldfocusoncriticalsuccessfactors
inordertobuildcompetitiveadvantageremainingatthesametimecompetitiveamidstthechallenges
fromglobalizationandliberalization(Ramukumba,2014).

Finally,amethodologicalchallengeisthequestionofhowcanwemeasureentrepreneurshipand
innovation.Awell-knownmeasureistheGlobalEntrepreneurshipMonitor(GEM;Bosmaet.al,2016),
which,ineffect,comprisesmanyvariablesthatlinkentrepreneurshipandinnovationtoeconomicgrowth.
Datacollectionincludesinterviewswithinternationalmarketrepresentatives,fromasampleofmorethan
200,000questionnairesperannum.Theinterestofthisindicatorliesinthefactthatitdoesnotconcen-
trateonlyonpurelyeconomicdata,butalsotouchesuponinstitutionalvariables,forexamplecultural
andsocialnorms.Moreover,specialemphasisisplacedaboutyoungentrepreneurship.Italsoclassifies
entrepreneursintovariouscategories,forexampleearly-stageentrepreneurs,establishedentrepreneurs,
andpotentialentrepreneurs,providinganoutlineofthefeaturesofeachcategory(CusiandBernal,2020).
TheGEMsurveyalsodealswithyoungentrepreneurship.Morespecifically,theGEMsurveyclassifies

xv
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youngentrepreneurshipunder“early-stageentrepreneurialactivity”andconcludes,“entrepreneursaged
25-34and35-44arethemostactiveentrepreneursacrossall3developmentphases.”Aninterestingfact,
however,isthattheLatinAmericaandCaribbeanregionshowsthehighestyoungentrepreneurshiprate,
at16.5%,followedbyNorthAmericawith14%.Europeexhibitsthelowestrates(Masouras,2019).

ORGANIZATION OF THE BOOK

Thiseditedvolumeisconsistedof14chaptersthatprovideacomprehensiveevaluationofthecurrent
trendsonentrepreneurialdevelopmentandinnovationinfamilybusinessesandSMEsfromdifferent
countriesallovertheworld.Theauthorsfollowaninterdisciplinaryapproachbasedonnewtheoretical
andempiricalevaluationofeachcaseseparately.Morespecifically:

Chapter1reviewsAsianentrepreneursintourism,withafocusonaccessibilitytostatesupportand
funds, identifyingresearchareasforfuturestudies.Usingsystematicliteraturereviewsandcountry-
specificprofilingofIndia,Singapore,ThailandandVietnam,thestudyreviewstheextentgovernments
supportentrepreneursandthesustainabilityoftheirbusiness.Thisresearchisintendedtotriggerinsights
forbothindustrypractitionersandpolicymakersandtoformanawarenesstocreateasustainableenvi-
ronmentforbuddingentrepreneurs.

Chapter2identifiesthenotionsandtherelationsbetweencommunicationandentrepreneurshipin
theRomaniancontextandalsotopresentthemainresultsofaresearchthataimedtoidentifyifthefirst
impressionofapersonintheRomanianbusinesscontextisdissimulatedornot.Theimplicationsfor
entrepreneursconsistinthedegreeofpromotionofachievingagoodfirstimpressionandthemanipula-
tiveorpersuasivevalueofthenegotiationtechniquesappliedintheRomanianbusinessenvironment.

Chapter3examinestheITGreekstart-upecosystem,analyzingthefounders’views,strategy,and
currentperceptionregardingtheirICTstart-ups.Specifically,thechapterexaminestheviewsandper-
ceptionsof143foundersofGreekITstartupswhoparticipatedinexhibitionsasstart-upcompanies
betweenSeptember2018andMay2019andhadcompletedatleastoneacceleratorprogram.

Chapter4providesanoverviewofsocialskillscontributingtoSMEdevelopmentintheRussian
Federation.BuildinguponpriorresearchandusingthedatacollectedbythemostrecentWorldBank
EnterpriseSurvey,theauthorsummarizesthemainsocialskillsdemonstratedbyRussianSMEs.The
chapterconcludeswithdirectionsforfutureresearchandimplicationsforpractice.

Chapter5aimstoexploretheimpactsofonlinereviewsonhotelbookingintentionsanditssignifi-
canceforentrepreneurialsuccess.Itevaluatesfeaturesfromthecontentofonlinereviewstounderstand
theirimpactsuponcustomers‘onlinebookingintentioninhotels.

Chapter 6 investigates the factors influencing employees’ satisfaction when using the system.
Perceived-usefulness,perceivedease-of-use,perceivedrisk,andwillingness-tolearnwereinvestigate,
usingempiricalresearch.StructuralEquationModelingwasusedfortheanalysisofthedata.Perceived
Usefulnesshasthemostsignificantroleindeterminingusersatisfactionwhilerisksimportanceisdi-
minishedwhenusersunderstandusefulnessthesystemfortheirjobperformance.

Chapter7presentsallcyberthreatactorsthatexistinthehealthcaresector,commoncyber-attacks
thatcanbelaunchedagainstallactorsandrealincidentsthattookplaceduringthepastyears.Based
onthese,weproposeinatabularformasetofrecommendationsthatcanbeusedascountermeasures
againstanytypeofattack.

xvi
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Chapter8analysestheeffectsofeconomicrecessiononthefirms’innovativenessanddrawinga
profileoftheentrepreneurshipinnovationintheregionofWesternMacedonia,Greece.Byapplyinga
strategicgroup’sapproach,wecomeupwithsomeinterestingfindingsconcerningthetypeofSMEs’
innovativenessandresultsofinnovationduringaperiodoffinancialcrisis.

Chapter 9 investigates the entrepreneurial intention of university students using the Theory of
PlannedBehavior(TPB)andparents’occupation.Aquestionnaire-basedsurveywasemployedforthe
datacollection.Atotalof1244studentsparticipatedinthesurvey.Thesamplewasaconvenienceone
giventhattheresourcesavailablewerelimited.Thefindingsofourresearchshowedthatperceivedbe-
havioralcontrol,subjectivenorms,attitudeandparents’occupationareimportantvariablesinfluencing
entrepreneurialintention.

Chapter10demonstrateshowtheorientationtoorganizationallearningaffectstheinnovationand
performanceoftheColombianmicro,smallandmedium(MSmes),basedonastudywith403Colombian
MSMEs,pretendingthattheresultsallowthegovernmentsectorandtheacademytodesignstrategies
formaintainorimprove,asappropriate,innovativeandlearningpracticeswithintheseorganizations.

Chapter11discussestheevolution,opportunities,successionmodelandsustainabilitychallengesof
formalandinformalfamilybusinessesinNigeria.Usingqualitativeresearchmethod,whilerelyingon
contentanalysedsecondarydata,thechapterfoundthatthefamilybusinesses,whichevolvedinNigeria
laidthefoundationforsocio-economicdevelopment,andtheycontributedimmenselytoemployment
generation,stimulationofindigenousentrepreneurship,mobilizationofidlesavingsandgrowthofgross
domesticproduct.

Chapter12discussesthecentralroleoffamilybusinesses(FBs)toeconomies:inPortugal,theimpact
ofthesestructuresreaches2/3oftheGDP,1/2ofthelabourforceand4/5ofthefirmsinoperation,most
ofthembeingSME’s.Theseorganisationsplayacentralroleintermsofjobcreation,localdevelopment,
knowledgetransferandterritorialcohesion.Innovativeactivitiesarekeyfactorsforcompetitiveeconomies.

Chapter13reviewsissuesababoutthecooperationbetweenlocalcompaniesthatapplyCSRand
localSocialEnterprisesundertheguidanceandsupportofLocalAuthorities’Incubatorcouldcreate
synergiesandproducenewlocalcertified-PGI(ProtectedGeographicalIndication)orP.D.O(Protected
DesignationsofOrigin)social/ethical/green/fair-tradeproductsandservicesandpromotelocaleconomy.

Chapter14focusesonthedigitalstateofGreekSMEsandattemptstoidentifythemainproblems
andopportunitiesforpromotingtheirdevelopmentthroughdigitaltechnology,astheyappeartobeweak
inthisfieldespeciallywhencomparingtomostEuropeancountries.Thesefindingsenrichtheliterature
onGreekSMEsandtheirfuturecapabilities.

Andreas Masouras
Neapolis University, Cyprus

Georgios Maris
Aegean University, Greece

Androniki Kavoura
University of West Attica, Greece
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ABSTRACT

Entrepreneurs in tourism constantly find business a challenge, especially when competing with well-
established players in the industry who have huge capital and large market shares. More often than not, 
these entrepreneurs must constantly innovate and come up with new ideas on travel booking and new 
ways to enhance travel experiences. Focusing on entrepreneurs in Asia, very few countries proactively 
fund aspiring entrepreneurs who often struggle like their American counterparts with credit card debts 
and huge loans. This chapter reviews Asian entrepreneurs in tourism, with a focus on accessibility to 
state support and funds, identifying research areas for future studies. Using systematic literature review 
and country-specific profiling of India, Singapore, Thailand, and Vietnam, the study examines the extent 
governments support entrepreneurs and the sustainability of their business. This research is intended to 
trigger insights for both industry practitioners and policymakers and to form an awareness to create a 
sustainable environment for budding entrepreneurs in tourism.
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Asian Entrepreneurship in Tourism and Hospitality
 

INTRODUCTION

Entrepreneurship has influenced the tourism industry with innovation, competitiveness, productivity, 
wealth generation and job creation (Fyall, Buhalis & Parra, 2009; Stojanović, 2018; Istudor, 2019; Fua 
et al., 2019). Entrepreneurship in tourism has taken new dimensions since the advent of technology in 
the last 20 to 30 years. Entrepreneurs in the past focused their energies on the retail front where inter-
ested customers approached tour companies to discuss – face-to-face – tour packages and make travel 
arrangements. With the development of the internet, customers can now make all their travel arrange-
ments independently without much reliance on visiting a retail corner. In these regards, entrepreneurs 
have found the interstitial space between the physical and virtual worlds an opportunity for business. 

The Asian tourism landscape is vastly changing and has resulted in the appearance of many entre-
preneurs. Since 2005, more than 700 start-up companies in the travel sector have emerged (Coletta & 
Kapoor, 2019). The United Nations World Tourism Organisation (UNWTO, 2018) also sees entrepre-
neurship and innovation as key practices in the industry. Several different business models have gained 
popularity in this age of business disruption. Among these, new business models have developed in the 
areas of online travel and travel reward schemes in hospitality services such as spa or lodges (Devang 
et al., 2017; Leisure hospitality startup, 2019).

While acknowledging institutional entrepreneurship can often be a major part of the East Asian 
economies (Ateljevic & Li, 2009; Gillen, 2010), this chapter is very much interested in the individual 
entrepreneurs and the support they receive from the government and other private venture capitalists. 
Even though successful entrepreneurs like Bill Gates or Steve Job have changed people’s way of life, 
history suggests the fact that individual entrepreneurs are the most vulnerable and often face financial 
issues because of unprecedented events such as in policy changes or disasters, which in most of the cases, 
could be better managed by governments. Their support levels can vary more or less but contemporary 
states have started to realize the need to protect and develop their economies by supporting entrepreneurs 
in key industries. 

Through a systematic study of the literature on Asian tourism and entrepreneurship, this chapter 
aims to provide an insight on scholarships and future research trajectories. A country-profile approach is 
adopted to understand the degree of government and private support in the tourism sector. The countries 
profiled are India, Singapore, Thailand and Vietnam. A rationale for the selection of these countries are 
provided in the methodology section. Suffice to add here, these countries are selected on the basis of 
different degrees of government policy depth and financial support given to entrepreneurs in the tourism 
sector. Finally, a discussion on the value of this study and for practitioners will be a key contribution of 
this chapter. Non-government organizations like the Enterprise Asia (www.enterpriseasia.org) strives to 
create an Asia abound in entrepreneurship as it believes that this is the catalyst towards a sustainable and 
progressive world. With over 3000 members in the Asia-Pacific region, Enterprise Asia recognizes and 
encourages budding entrepreneurs in the hospitality and tourism trade with annual recognition awards 
ceremony and facilitates participation in business through innovation (Enterprise Asia, 2019). Govern-
ments too, in much of Asia both in developed and emerging tourism economies, recognize, facilitate, 
regulate and even incentivise entrepreneurship in the sector (Person & Van Beek, 1998; Truong & Le, 
2017; OECD, 2019). We examine the scope of the government’s role in facilitating entrepreneurship in 
the tourism sector in each of the four countries selected here, and to understand the opportunities and 
sustainability issues affeccting prospective entrepreneurs.
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Asian Entrepreneurship in Tourism and Hospitality
 

LITERATURE ON ASIAN ENTREPRENEURSHIP IN TOURISM

The tourism and hospitality industry is a pivotal engine for economic growth in many countries (Tang 
& Tan, 2013; Webster & Ivanov, 2014). Consumer preferences are changing towards experience-based 
services, and new technologies are emerging (Solvoll et al., 2015) to replace traditional forms of prod-
ucts and services with experience-based products (Sundbo et al., 2007). Countries are developing long-
term plans by investing in infrastructure to support tourism entrepreneurs as it helps the regeneration 
of communities (Altinay et al., 2012). The tourism industry is dependent on new firms and innovation 
for market growth (Sundbo et al., 2007; Solvoll et al., 2015). Tourism and hospitality entrepreneurs can 
develop destinations by offering new products which enhance traveller experience (Alsos et al., 2014). 

A tourism entrepreneur is an individual or a group of individuals creating and managing tourism 
products (Khanka, 2006). Studies argue that lifestyle and autonomy goals dominate the tourism industry 
(Getz, & Petersen, 2005), as entrepreneur start a new business to attain a higher quality of life than earn 
profits (Peters et al., 2009). However, there is some profit- and growth-oriented entrepreneurial goals 
attached to specific business types in the tourism industry (Getz, & Petersen, 2005). Researchers have 
argued that tourists increasingly become active participants in the co-production of innovation in the 
tourism business as they act as pioneers signalling opportunities for tourism business (Verreynne et al., 
2019).

The literature on entrepreneurship in Asian tourism economies is emerging and quite varied. A fair 
number of studies focused on the informal economies where social capital plays an essential role in the 
success of the business (Çakmak, Lie & Selwyn, 2019). Many of the cities in Asia regard urban develop-
ment as a pathway to growth, and in this context, tourism plays an essential part in creating spaces for 
tourist consumption and local entrepreneurship (Gillen, 2010). Rather than a confrontational relationship, 
state-private enterprises are cooperating and growing with a string of social capital running through 
the informal economies of Cambodia, Thailand, India and Indonesia (Yeung, 2002; Gillen, 2010, see 
similarities in African examples, Ngoasong, & Kimbu, 2016).

Entrepreneurship is critical for economies to promote innovation and create employment opportunities 
(Altinay et al., 2012). Growth- and profit-oriented entrepreneurs are highly valued, from the perspective 
of economic development and industry competitiveness, as entrepreneurs attract and cultivate busi-
nesses that can compete, grow, and create jobs (Getz, & Petersen, 2005). Entrepreneurship also plays a 
vital role in earlier stages of tourism development, particularly in rural and ethnic communities where 
multi-national firms and international hotel chains are less likely to invest due to the relatively small 
size of the potential market (Chang, 2011). Tourism and hospitality entrepreneurs thus have the inter-
est to serve these markets by playing an essential role in innovation and value-creation in the tourism 
industry (Solvoll et al., 2015).

The tourism industry is primarily made up of Small and Medium Enterprises (SMEs) which increas-
ingly play a prominent role concerning the supply of services, job creation, economic stimulus, image-
making and balanced development of destinations (Gurel et al., 2010; Carlisle et al., 2013; Hallak et al., 
2015). SMEs have stronger linkages to local businesses, and they add a sense of place and authenticity 
(Altinay et al., 2012). Most of the SMEs in tourism and hospitality businesses are owned by sole pro-
prietors and families (Getz & Petersen, 2005). According to Shaw and Williams (2013), many owners 
of these SMEs are “non-entrepreneurs” or “constrained entrepreneurs”, and due to a severe constraint 
of under-capitalization, business failures are high. SME owners are often portrayed as “lifestyle entre-
preneurs”, and family businesses are frequently assumed to be risk averse as they place family security 
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ahead of potential growth (Getz & Petersen, 2005). In the same study, Shaw and Williams (2013) char-
acterized small-scale entrepreneurs in tourism into four ways: having little or no formal qualifications; 
using mostly family resources and labour; lacking business planning and growth strategies; doing little, 
if any, marketing, and possessing non-economic motives.

In Southeast Asia, female entrepreneurs play a crucial role in the tourism sector. Despite the cultural 
and resource challenges in Bali, women have started small stores and restaurants in key tourist attractions 
and traveller-frequented sites (Tajeddini et al., 2017). In the case of Aurangabad, a tourist district in India, 
with the help of the Maharashtra Tourism Development Cooperation, a small number of women have 
managed to negotiate their way into the handloom and tourist product business (Qureshi & Ahmed, 2012).

Recently there has been a surge in the number of tourism entrepreneurs, whose offerings range from 
homestays, family-style restaurants and cafes to retail stores that cater to tourists of different demograph-
ics (Chang, 2011). However, to Asian businessmen, family cohesiveness and collectivism are of high 
importance. As such, Asian family-owned and operated businesses have become one indispensable 
component in tourism, and these are often passed down from one generation to the next (Chang, 2011). 
In an entrepreneurship mobility study, young Chinese entrepreneurs who venture outwards to seek places 
to set up their business eventually return to their original place of residence (Sun & Xu, 2017). 

In another study on entrepreneurship in Xishuangbanna of the southwestern province of Yunan in 
China, several non-ethnic entrepreneurs find ways of exploiting ethnic communities at times excluding 
the ethnic individuals as part of the entrepreneurial leadership (Yang & Wall, 2008). The study advocates 
more opportunities for cooperative and enabling relationships when it comes to ethnic tourism and entre-
preneurship. Close to ethnic entrepreneurship topic is entrepreneurship in night markets. Many countries 
in Asia have night markets, and often than not, the vendors are individuals unrelated to the employment 
of a company. Liu & Fang (2016) discovered that night market entrepreneurs from several locations in 
Taiwan developed heightened risk to innovate their products to face stiff competition from other like-
minded entrepreneurs at the same location. These types of studies are essential in the Asian context 
because both ethnic tourism and night markets are prominent characteristics of the tourism landscape.

STUDY APPROACH

This research utilizes secondary information about entrepreneurs in the Asian tourism and hospitality 
sector with a primary focus on the financial support they receive. Detailed profiling of the entrepreneur-
ship landscape in India, Singapore, Thailand and Vietnam through cumulative articles from national 
newspapers, and in-country observations allow for a more nuanced analysis and contextual frameworks. 

Four Research Questions (RQ) Addressed:

• RQ1: What are the national government or tourism authority’s policies towards entrepreneurs in 
the tourism and hospitality sector?

• RQ2: How are the entrepreneurs sustaining themselves and receiving support from the govern-
ment and/or alternative sources?

• RQ3: In what ways are the entrepreneurs overcoming their challenges in financial support?
• RQ4: How do these four countries compare in facilitating entrepreneurship in the hospitality and 

tourism sector?
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The research work was conducted from February 2019 to January 2020. This research work was informed 
by resources accessed through OneSearch – a search engine located in the James Cook University on-
line library resource. Another two more comprehensive database sources with news articles, scholarly 
journals and reports were accessed. These were EBESCO and ProQuest. Authors located in each of 
the countries (India, Singapore, Thailand and Vietnam) profiled in this chapter had also access to local 
tourism resource centers and daily newspapers that carried feature articles on entrepreneurs and innova-
tions in the tourism and hospitality sector. A number of specific and combination of words were used 
in online searches. These keywords primarily included but were not limited to: ‘Asian entrepreneurs’; 
‘Government role in tourism and hospitality’; ‘Government financial support for entrepreneurs in tour-
ism and hospitality’; Government India Entrepreneurship Support Tourism and Hospitality’; ‘Tourism 
and Hospitality innovations and entrepreneurship in India’. Where there was a phrase with a specific 
country mentioned in the search, other countries’ names were replaced with similar searches.

There is one common denominator: the tourism industry is important to each country’s economy. 
While Thailand is the most advanced of the four countries in terms of tourism development, its inclusion 
in the mix along with Singapore aims to compare the similarities and differences in entrepreneurship 
with that of India and Vietnam, both of which are currently on the rise as popular tourist destinations. 
Tourism in all four destinations contribute significant tourism receipts, huge employment opportunities, 
rising tourist arrivals and stimulus to economic growth and exchange with the international community.

In 2010, 11.6 million tourists visited Singapore and contributed USD13.38 billion (Singapore Tourism 
Board, 2011) but by 2019, the arrival numbers had increased to 19.1 million tourists with total tourism 
receipts reaching USD19.52 billion (Singapore Tourism Board, 2020c). Ranking number 5 in the Mas-
tercard’s Global Destination Cities Index, tourism contributes about 4.5% to the Gross Domestic Product 
(GDP) suggesting a significant part to a US$289 billion economy (Budget Direct, 2020; WorldAtlas, 
2020) especially with over 325, 000 residents working in the industry.

Currently, India has 11 private and 350 government-initiated tourism projects worth over USD5.34 
billion (Invest India, 2020). These numbers further indicate the active role the state is playing and space 
for more private stakeholders and entrepreneurs. The importance of the world’s eighth largest tourism 
economy cannot be sufficiently emphasised, which is expected to increase tourism foreign exchange 
earnings from the USD29 billion in 2018 (Ministry of Tourism, 2019) to $50 billion by 2022 (India 
Brand Equity Foundation, 2020) with an increase in current tourist arrivals of 10.6 million visitors to 
an expected 23.6 percent increase in the next five years.

Thailand is the second largest economy in Southeast Asia with a GDP size of USD520 billion (Trad-
ing Economics, 2020). In 2010, tourists arrivals was at 15.9 million visitors but dramatically increased 
to over 39 million international visitors in 2019 (World Tourism Organization, 2020). The government’s 
tourism policy is intent to alleviate poverty and income inequality providing ample employment oppor-
tunities. The tourism and related sectors employ over 10 million Thais (Siam Commercial Bank, 2016) 
suggesting the importance of tourism in the world’s top 10 destination (Knoema, 2020).

Vietnam is increasingly the new destination emerging from the communist grid to a capitalist style 
economy. With this change, a burst of youthful energy and a rapidly expanding tourism sector has offered 
Triple the number of 2010 arrivals, over 16 million internationals visited Vietnam in 2019 contributing 
US$27 billion to the economy (Doan, 2020; Das, 2019). In a number of government pronouncements 
and documents, the Vietnamese government is intent on developing and supporting the tourism sector 
given that it is a significant driver of economic development and opportunities. One such government 
pronouncement is the ‘Strategy on Vietnam tourism development until 2020, vision to 2030’ in which 
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the government had clear vision to consolidate local resources and present to the travel circuit Vietnam 
as an attractive destination with culture and natural physical beauty to offer (Das, 2019).

India currently has more than 48 million SME’s, which is double the number of the SME’s in the United 
States. According to the data provided by the Indian government, Micro, Small and Medium Enterprises 
(MSME) contribute nearly 8 percent of the country’s GDP (Arora, 2015). Similarly, Singapore’s efforts 
transcend multi option avenues across different funding agencies such as the National Heritage Board, 
Tourism Promotion Board and the Economic Development Board. Thailand has consistently carried 
out a number of government schemes that promotes community-based tourism and small enterprises. 
Vietnam in more recent decades have recognised the role of entrepreneurs and have created a number 
of funding and loan schemes to stimulate a burgeoning tourism sector. We’ll examine some of these 
national and private sector initiatives in the specific country profiles section.

The study also adopts a multi-disciplinary approach, primarily in the context of the business and 
political economies (Petrof, 1980) for a critical appraisal and comparative study. This comprehensive 
method of analysis provides a rich lens of each country’s public funding support for entrepreneurs and 
their (un)sustainability (Busenitz et al., 2000).

ENTREPRENEURSHIP AND SUSTAINABILITY

Tourism-related business are expected to generate around 370 million jobs which is roughly 1 out of 9 
jobs globally (Nongsiej & Shimray, 2017). The World Travel and Tourism Council (2016) has predicted 
that by 2026, South Asia will be the fastest-growing sub-region with 7.1% GDP (Gross Domestic Product) 
growth, with India’s at 7.5% (Nongsiej & Shimray, 2017). Opportunities in Asia for entrepreneurship is 
available. For example, in the case highlighted by Perez & Bui (2010), in an Asian developing country, 
a lady and her young family employed their skills and struggled to put together travel services for elites. 
After a client of elite background used their services as a first customer, the outlook and effort began to 
take a positive turnaround. The following section presents four Asian countries with a brief description 
on the extent to which entrepreneurs have access to financial support in the tourism and hospitality sector.

India

In 21st century, Indian government has realised the potential of their largest and youngest population 
which is known to be the 3rd largest start-up community in the world. In recent decades, Indian start-up 
have emerged in Travel & Tourism Competitive Index at 34th position as of 2019 (GKToday, 2019). There 
are many government initiatives for entrepreneurs in general but lacks initiative targeting the tourism 
industry for ideas generation specific to the development of the industry. 

There are training programs and support initiatives by central government institutions such as the 
National Science & Technology Entrepreneurship Development and National Institute for Entrepreneur-
ship and Small Business Development (Ramalingegowda & Khare, 2014). The government encourages 
young entrepreneurs by providing financial loan under the “Pradhan Mantri MUDRA Yojna” (PMMY) 
scheme. This scheme offers loans of up to INR1,000,000 (US$14,000) to non-corporate, non-farm small 
or micro enterprises from commercial banks, Regional Rural Banks (RRB), cooperative banks, Micro-
finance in India (MFI) and Non-Banking Financial Companies (NBFC) (See also, Ngoasong & Kimbu, 
2016). The Mudra loan can be taken up by businesses in the service and retail. 
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Travel & tourism sector gained directly and indirectly in the launch of successful start-ups though 
Oyo & Ola innovatively transformed their business models from tourism technology model to finance 
technology with the launch of their own wallet or membership program to provide finance and hospital-
ity services to their consumers. OYO, an Indian hotel chain, entered the hospitality industry by offering 
accommodation from small establishments such as lodges, rest houses and hotel chains. This company 
was started by a college drop-out who ventured into entrepreneurship. As Oyo charts its growth path, 
there are risks. The SoftBank of Japan pulled out of a deal to carry Oyo brand into the Japanese lodges 
market, creating almost 2000 jobs loss back home in India (Siegel, 2019). Despite growing success and 
increase funding, travel technology companies cannot ignore the lack of business incubation ecosystem 
for start-ups in India (Jacob, 2017). 

Entrepreneurs who have successfully set up businesses of various models continue to thrive. In 2006, 
after working regular blue-collar jobs for many years, Abhishek and Chitra Daga decided to fill a gap in 
the market and provided their corporate clients with ideas for unusual and exotic places to visit that are 
off-the-beaten-path. They were toying with this idea, and at the same time, gradually getting investments 
from personal savings, friends and family while also holding onto to well-paying jobs. Eventually, their 
company Thrillophilia obtained their first client, Wipro. Soon after, other corporate clients started to 
engage Thrillophilia for their own employees’ incentive travel arrangements (Kumar, 2013). 

PayTM, founded by Vijay Shekhar Sharma, cleared its debt of INR7 billion / US$98,000 and without 
any government help in financing, it entered the growing tourism and hospitality industry in India, and 
eventually, globally, after getting the support of private investors such as Alibaba, Softbank, Berkshire 
Hathaway, and SAIF Partners (Kripa & Ghosh, 2019). PayTM connected with over 3 million merchants 
and 185 million registered mobile wallet service users (“PayTM’s journey now a case study at Harvard,” 
2017).

India is also known for religious tourism. The fine line between yogis (religious preacher believed to 
possess mystical powers) and their role as entrepreneurs out to make money of tourists is another phe-
nomenon in India. These religious entrepreneurs leverage on their networks and status to promote their 
services for those seeking solace in life (Shinde, 2010). This is one of the biggest business with large 
landed ashrams catering to vacationers for the sole purpose of partaking in Hindu religious philosophy 
and practices.

Despite a large pool of entrepreneurs, India still lacks industry development focused policy and 
private collaboration. These major limitations places India behind other destinations like Thailand and 
Singapore, where the state plays an active role in facilitating and seed funding topromising entrepre-
neurs and stimulate industry collaboration. Evidently, there is a lack of support for start-ups in India as 
policymakers focus instead on initiatives that aid the general public. Though state and national tourism 
ministries fund promotional activities, these intuitions lack industry focused policy programs that stimulate 
entrepreneurship activities and motivate entrepreneurs to innovate or promote tourism and hospitality 
products and services. Nevertheless, potential start-ups continue to find private investors’ support not 
at the early stage but only after they are able to show an expansion in their operation domestically and 
internationally, like Zomato, PayTM, Oyo, and the likes of Ola.

India needs a comprehensive and well-resourced business incubator in tourism industry with govern-
ment support to pool technology and financial resources to boost the travel and hospitality industry. In 
this progressive strategy, government plays an essential role to nudge private investors with technology 
and financial resources. A strategy that recognises students and professionals can become the second 
pillar to innovative ideas and facilitate them with well defined resources. State and private institutions 
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play an interactive third pillar to ensure that creative ideas are transformed into viable business entities 
through various country-wide schemes. 

Singapore

The Singapore tourism and hospitality landscape has both opportunities and limitations for entrepreneurs 
who wish to create sustainable businesses. The Singapore government’s approach towards facilitating 
and encouraging private enterprise initiatives is immediately evident in the various funding and support 
schemes and programmes for individuals and organizations (Economic Development Board, 2019). In 
this regard, there are several government agencies, statutory boards and non-government organisations 
that engage in a tight-knit grid of financial incentives, awards, recognition and facility provisions for 
entrepreneurs. Tourism and hospitality entrepreneurs have plenty of opportunities to avail themselves 
to seed funding and co-shared incentive payments.

To gain access to funding, entrepreneurs in Singapore have several options to help them in their initial 
years of growth. For example, the Singapore Tourism Board (2019) which created the Singapore Tourism 
Accelerator launched in June 2019 saw 9 start-up companies come up with various ideas from increas-
ing tourism business operations efficiency to applications that can enhance visitor experience. These 
start-up companies are undergoing a pilot phase and if proven viable, they can receive up to SG$25,000 
/ US$18,400 for their business. This competitive seed funding is open to entrepreneurs around the world.

However, there are plenty more grants under the Singapore Tourism Board’s (2020b) intention:

STB unveils a new five-year Tourism Development Fund, designed to catalyse the creation of innovative 
and quality tourism products and experiences, and capability and talent enhancement efforts among 
tourism-related enterprises. 

There are three schemes and 9 different categories where entrepreneurs can find financial support 
if they have a registered business and their ideas can create value to the Singapore tourism landscape.

The National Heritage Board is another government statutory board that welcomes businesses, entre-
preneurs who can contribute to the local heritage scene. Many of these schemes require excellent track 
records of previous achievements. There are ways an entrepreneur can access some of these and other 
government funds. One way is to team up with more established firms in the application and eventual 
project implementation. The Singapore government has also a tax exemption for start-up companies 
which make less than Singapore Dollars$100,000 (US$73,800) and another 50% off for the next Singa-
pore Dollars$100,000 (EHL Education Group, 2020).

In a private-public joint effort to promote entrepreneurship, there exists the First Mover Framework 
under the Ministry of Trade and Industry. One entrepreneur by the name of Seah Leng Chiang, proposed 
the idea of repurposing 50 shipping containers as accommodation rooms redone with kitchen and toilets. 
The idea is to have these containers located in far-flung sites in Singapore where the rental can be cheap 
for tourist accommodation (Lau, 2019). Such is Singapore where tourism and hospitality entrepreneurs 
with salient ideas can always depend on the favourable funding ecosystem to support their enterprise.

Hence, the Singapore government is an active stakeholder with many start-up company schemes 
and is willing to invest up to 70% and thereafter Singapore Dollars SGD$1 (US$0.74) for every SGD$1 
invested by the entrepreneur. A whole government-linked website called Enterprise Singapore provides 
all the information an entrepreneur needs to start his or her journey with an idea into the business world.
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Thailand

As a consistently popular destination, Thailand welcomes more than 38 million tourists a year and re-
ceives more than US$73 billion in tourism revenue (Bangkok Post-a, 2019). The Thai tourism industry 
is extremely successful, receiving multiple accolades every year. Among other awards, the country was 
awarded the third place in the “Best Country” category at the prestigious Conde Nast Traveller UK 2018 
Readers’ Travel Awards, won the award for “Destination of the Year” at the TTG Asia Travel Awards 
2018, and cliched the “Best Destination” award at the Travel Weekly UK (Thaivest, 2018). The largesse 
of this tourism and hospitality economy means that there are ample stimulus and opportunities for 
growth in entrepreneurship. In a study conducted on the informal sector, it was identified that cultural 
and symbolic capital both play significant roles in shaping the way freelancers conduct their business 
(Çakmak et al., 2019).

The Thai government had created an ideal entrepreneurial environment (Hasnan, 2019). According 
to the World Economic Forum report (2019), 31.9% of Thailand’s young generation is likely to become 
entrepreneurs. The report also found that new entrepreneurs prefer to establish their businesses in new, 
high-technology field, rather than in the traditional industries.

As part of an effort to foster the entrepreneurial environment, a start-up fund by the Ministry of Digi-
tal Economy and Society worth US$570 million was launched to finance about 2,500 start-ups (Balea, 
2016). Besides this fund, the Digital Economy Fund worth US$285 million, set up in 2016 funded by 
the Ministry of Finance, has been supporting start-ups in various industries such as healthcare, finance, 
agriculture, tourism and digital technology (Lim, 2018). Moreover, Thailand’s Board of Investments in 
2017 implemented tax-free incentives, greatly benefitting start-ups in Thailand (Channel News Asia, 
2017). New companies can apply for an investment promotion and qualify for the incentives.

Although the government gave Thai start-ups their fullest support, new entrepreneurs in tourism 
industry still struggled. Lim (2018) believed that Thai tourism companies should expand internationally 
or innovate to find new markets rather than compete among themselves in an already saturated market. 

In 2018, Airbnb, Interior Ministry’s Department of Local Administration (DLA) and Government 
Savings Bank (GSB) jointly aid local homestay nationwide. Airbnb and DLA launched “Empower local 
tourism entrepreneur” which focuses on educating the entrepreneur and provincial officials in hospitality, 
hosting and compliance standards. Meanwhile, GSB also launched “GSB Homestays”, a flexible-rate 
loan, to help fund the local homestay owners. These programs focus on rural areas favoring the govern-
ment’s attempt to enhance tourism in the second-tier provinces. Since the launch of the program, over 
740 homestays have joined (Bangkok Post-b, 2019). The Tourism Authority of Thailand (TAT) believe 
that travel technology has the potential to create innovative ways for international travellers to experience 
Thailand. To make this possible, the TAT and National Innovation Agency (NIA) are cooperating to help 
start-up and local entrepreneurs with knowledge, ideas and funding (“Thailand lacks ‘travel tech’,” 2019).

Entrepreneurs themselves are also creative, like those in Mae Kampong’s tourism sector. A Community 
Based Tourism (CBT) group sought agreement from the local community to provide an authentic local 
experience to tourists. There are also regular meetings between the locals and the CBT group to discuss 
and prepare in advance of resources, personnel, facilities and profit-sharing among participating residents 
(Thailand International Development Cooperation Agency, 2010). The “Tuk Tuk Hop” application offers 
on-demand “hop-on, hop-off” service by the well-recognized iconic Bangkok vehicles, Tuk Tuk. The 
user can choose from over 60 prominent Bangkok tourist locations for pickup. The App offers travelers 
with an inexpensive, safe, convenient and alternative transportation (Thapphila, 2019). This application 
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was founded by Mick, Mek, Un+ and Ty, all university graduates with two of them holding PhD from 
Stanford University (“About Us,” 2020). Those innovations via information technology further proved 
the possibility of applying high technology from small and medium enterprises to contribute to their 
success(see also, Kavoura & Koziol, 2017). 

However, with the many schemes, there appears to be limited access to necessary information among 
the Thai entrepreneurial community (Guelich, 2018). Guelich’s report called Global Entrepreneurshp 
Monitor, informs that the awareness of available funding opportunities among Thai entrepreneurs is 
low, as many are unaware that the Thai government is able to provide support, be it in the form of tax 
exemptions or financial loans. This has raised concerns that the Thai government’s support schemes and 
programmes do not actually help most entrepreneurs, and that they may need a new strategy to increase 
the accessibility and awareness of these support schemes. 

Vietnam

As one of the fastest growing markets in South-East Asia, Vietnam has a lot of uncovered potentials. 
Springer (2019) released a list of best places to visit in Asia and two places are in Vietnam. The country’s 
potential is also seen by the increasing number of international tourist arrivals. Loan (2019) indicated 
a new record of highest-ever number of international visitors to Vietnam at 16.3 million year-to-date, a 
15% increase year-on-year. At the World Travel Awards, the country was honoured for the first time as 
“Asia’s Leading Destination” (Khang, 2018). Overall, the Vietnamese tourism industry contributed 6.8% 
in 2019, a good share to the country’s GDP, according to the Nhan Dan Online-a (2019).

The tourism and hospitality industry in Vietnam has been one of the country’s priorities since the 
release of Decree 08-NQ/TW in 2017. In the decree, the government has committed to improving facili-
ties and infrastructure for the tourism industry, running more promotional campaigns and offering more 
favourable conditions for entrepreneurs and the tourism landscape (“Political bureau decree,” 2017). 
Nationwide, entrepreneurs in the Vietnamese tourism industry realized the importance of branding and 
destination marketing, and that these require the government’s support. Thus, they are now trying to 
foster a closer relationship with the local authorities. In return, the government supported by introducing 
more tourism festivals as ways to create new excitement for travellers. 

In terms of financial support, the country set up a fund for developing SMEs in July 2019 (Dung, 
2019) for a maximum 7 years at an interest rate of 80% of the lowest interest rate from commercial banks 
in Vietnam. This can solve the challenge of accessing sufficient funding, which has been a long-time 
difficulty for new entrepreneurs in Vietnam (Dong, 2019). 

In recent times, tourism entrepreneurs in Vietnam can be divided into two types: the traditional ones 
and the new start-up ones. These entrepreneurs are from travel agencies, hotels, resorts, restaurants, 
theme parks and other attractions. The traditional ones are those who have been working since before 
2000. The new start-up ones opened after 2000 and are those who focus on any one of these services: 
online hotel bookings, transportations or local tours. The traditional entrepreneurs are more focused and 
consider changers in narrower tourism services. Both traditional ones and new start-ups concentrate 
only on contracting with hotels to sign for best possible rate for rooms only. At this stage, the market 
varies much because of the influx in international tourists, thus creating fierce competition among travel 
agents. The entrepreneurs wish to minimize their risks in this competition by seeking the lowest hotel 
and attractions rates possible. Another change that they are moving towards is the closer relationship 
with the Ministry of Tourism, Culture and Sports in running more promotional campaigns and creating 
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new experiences. Having a close relationship with the authorities enables them to create more exciting 
tour packages.

Besides, homestay resorts and hotels in the context of eco-tourism are mushrooming in Vietnam, 
providing more places for tourists to gain new experiences and at the same time providing opportunities 
for Vietnamese individuals and families to participate in the tourism economy. However, this business 
model accounts for a small part of the pie for the entrepreneurs because most travellers are still going 
through travel agents because of insurance coverage and stress-free service. As the government plays an 
important role in the better management of the industry and planning, it is required to conduct a survey 
to find out exactly how many travellers go through travel agents and how many go on free-and-easy 
tours. Entrepreneurs have to find ways to reach out through new web-based channels. Entrepreneurs in 
the tourism industry in Vietnam are always coming up with ways to sustainably develop their business 
by providing travellers with new and authentic experiences.

In South Vietnam, C2T Media and Tourism Company (C2T) created new experiences for tourists by 
growing their own unique gardens of rambutans and mangroves with special places for visitors to enjoy 
(Nhan Dan Online-b, 2019). They also connect with locals to bring visitors to their garden for authentic 
experiences. Tour guides are requested to learn more local knowledge and cultures to deliver genuine 
experiences for visitors. 

Besides, innovative tours included with cultural shows such as water puppet shows and traditional 
folk song shows provide tourists with new experiences of theatre and tourism (Vietnam National Ad-
ministration, 2019). However, such a business model is impulsive and driven by individuals and needs 
a more comprehensive strategy from the government with support in promoting the new products to 
international tourists.

Before the internet boom in Vietnam, travel agents’ main sources of revenue came from providing 
full services in the areas of rooms, food and beverage, transportation and ticketing. But now, because of 
keen competition from online travel agents (OTAs) they can only provide the best possible room rates. 
Due to open-market competitions, competitors appear in every sector, creating challenges and competi-
tion among the traditional travel agents. To do that, travel agents themselves must be financially strong, 
well connected to local governments and international travel agents, and be quick to seize any business 
that comes. Failure to do so may very much result in their business failure. This is a big challenge for 
entrepreneurs in the industry who want to set their foot into the market. 

In fact, those newly built resorts and homestays can be successful because of their wide connection 
with many Online Travel Agents (OTA). However, there is another challenge for domestic online travel 
agents who want to compete with international online travel agents. According to Nhan Dan Online 
(2018), 10 major local OTAs (Ivivu.com, Mytour.vn, Chudu24.com, Gotadi.com, Tripi.vn) took 20% of 
the online travel trading market, while international OTAs (booking.com, agoda.com, expedia.com, etc.) 
took more than 80% of the share. Thus, it is of great urgency to build a management system on guest 
insights to understand the new habits of internet users for holiday planning, when the preferred periods 
of travel are, how they make their bookings, etc. This will help entrepreneurs to better understand the 
travel market and enable them to compete in the OTA space.

Alongside with the three-fold increase in the number of international tourists from 5 million in 2010 
to 15 million in 2018 (Das, 2019), qualified labour is required to grow in line. This is another challenge 
for entrepreneurs because they need to increase competency in human resource.

Without much support from the government, on a provincial scale, independent small homestays (also 
known as eco-tourism) are springing up in mountainous areas near big cities to attract international and 

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



12

Asian Entrepreneurship in Tourism and Hospitality
 

local tourists from those cities, accounting for a relatively big part of the market share. For example, Ninh 
Binh province, which is now a new destination near the capital of Hanoi, has lots of small homestays 
and tiny resorts with maximum capacities of 20 rooms each. Each contains a swimming pool, a nice 
place for BBQ and sightseeing, and surrounding areas for cycling and mountain-climbing. These small 
establishments are usually characterised by their small capacities, proximities to the big cities, and are 
surrounded by mountains, hills, lakes or even beaches. Flamingo Dai Lai Resort is an example. The 
resort is full most weekends and half-full during weekdays. Amenities attributing to this resort’s success 
include an entertainment complex for family activities, including boating (kayak), outdoor jungle games 
(quite different from other outdoor games in the cities), a golf club and other services.

Policy Directions and Financial Support

Several distinct similarities and differences can be drawn from the way in which entrepreneurs have ac-
cess to government financial and explicit policy support. Entrepreneurship is one of the key factors of 
production often driven by innovation, and success is not guaranteed.

With reference to Table 1, Thailand and Singapore can be grouped as similar and India and Vietnam 
can be in the other group because of the similarities and differences in tourism landscape, entrepreneur-
ship status and government support. 

Due to the many uncovered potentials in tourism industry in Vietnam and India, and also their tour-
ism entrepreneurship connections to the world, these two countries’ tourism lifecycle can be grouped 
as development stage. Singapore and Thailand can be grouped as mature economies because of their 
advanced marketing campaigns and developed tourism landscape.

Tourism entrepreneurs in Singapore and Thailand have been enjoying abundant government support 
including financial and policy, while Vietnamese entrepreneurs have limited support from state institu-
tions. Indian start-ups have to independently grow on their own volition with very little government 
backing. This could be a critical point as to explain why even Vietnam and India have been long time 
focusing on improving their economies but not their tourism industry. 

The table also reveals that Vietnam has the most potential to develop the fastest because their tourism 
entrepreneurs have started to enjoy many government supports due to recent changes in the country’s 
policy to put their tourism industry a top priority, while there are a lot of undiscovered areas to develop 
in the tourism industry. The potential to create new tourist destinations are abundant and if tourism 
entrepreneurs can catch up with new opportunities, the industry will grow even faster. 

The main difference between group 1 (Singapore, Thailand) and group 2 (Vietnam, India) is the tour-
ism landscape potential. While Singapore and Thailand have developed most of their country’s tourism 
resources, Vietnam and India still have a lot more to explore and develop. Another difference lies in 
the government support. While Singapore and Thailand governments have been directing their tourism 
entrepreneurs toward a particular way (Thailand promoting medicinal, culinary and smart tourism, while 
Singapore promoting tourism as a center hub for all services and creating experiences with modern 
technology), Vietnam and India do not have much directional detail for their tourism entrepreneurs to 
innovate and develop their products. Besides, Vietnam has limited financial support and India’s tourism 
industry does not have much support for their entrepreneurs for now, while Thailand and Singapore have 
already developed many supporting programmes for their tourism start-ups.
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FUTURE RESEARCH TRAJECTORIES AND CONCLUSION

Entrepreneurship in Asia is characterized by nurturing young interested people. The extent to which they 
receive government support is very much dependent on which state the country’s development is and 
how progressive the government thinking is. Young and aspirational people need some form of financial 
or physical setting to start with; this has even become one of the must-have points that among different 
fields such as dentistry which were not well known as an entrepreneur’s sight for profit before the Inter-
net boom (Constantin & Kavoura, 2019). While all four governments - India, Singapore, Thailand and 
Vietnam appear to be interested in allowing individuals with ideas and effort to emerge into the tourism 

Table 1. Comparisons of government support for entrepreneurship
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scene, only the latter two countries appear to have a strategy and have continuously found concerted 
schemes and ways to stimulate participation and interests in entrepreneurship. Emerging economies such 
as India may have social priorities where the focus is to invest in schemes that benefit the immediate 
communities rather than a specific industry. 

Future research on the topic of Asian entrepreneurship can contribute to the body of knowledge by 
investigating in the following areas:

• Role of Asian entrepreneurs in the one-belt trading route and how they have capitalized in creating 
new related thematic tour packages

• Technology offering Asian entrepreneurs opportunities to find and implement their business ideas.
• In emerging economies (cf. entrepreneurship research in Africa, see: Ntshangase & Ezeuduji, 

2019; Eijdenberg et al., 2020; Eijdenberg et al., 2019), many of the unknown or undeveloped sites 
can be a means to achieving entrepreneurial activities in the field of tourism and hospitality. How 
are entrepreneurs taking advantage of these places?

• To what extent have Airbnb, local homestays and small private companies offer entrepreneurship 
opportunities?

Studies have highlighted the importance of supporting entrepreneurial activities as a source of revenue 
for the government (Yusuf, 2014). As more and more entrepreneurs take to creating smart website and 
mobile application businesses, the initial financial support for such initiatives is critical. Although the 
success or failure of a start-up business is dependent on the entrepreneurs’ own drive, there is always 
concerns as how to minimise the risk of failure among emerging entrepreneurship. It certainly requires 
the critical role of government in financial backing. However other stakeholders like academia seemed 
to be underestimated because they give remarkable contribution to entrepreneur community. In this 
sense, they do contribute to economic growth to a certain extent (Makarona & Kavoura, 2019; Kavoura 
& Andersson, 2016). The best way to move toward a sustainable entrepreneurship is to have an active 
participation by every possible stakeholder. 
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KEY TERMS AND DEFINITIONS

Entrepreneurship Mobility: Entrepreneurs who seek to establish their business activities in a loca-
tion different from their home city.

Institutional Entrepreneurship: Most often refers to government agencies or organisations that 
engage in creating a business to promote a specific business initiative.

Micro Enterprise: Small business firm with fewer than 10 employers or not at all other than the owner.
Small and Medium Enterprises (SMEs): Businesses with an annual receipt of less than US$100 

million or has less than 1000 employees. In some countries and in some sectors the sales turn-over and 
number of employees may vary.
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ABSTRACT

The entrepreneurs need to create a good impression in order to act in the business environment. A bad 
impression affects the communication and implicitly the collaboration that can turn into unintended 
results. Thus, they access information on how to make a good impression by using several sources: 
specialty literature, training guides, and courses and online shows promoted by business sites. The 
main objectives of this chapter are to clarify the notions and the relations between communication and 
entrepreneurship in the Romanian context and also to present the main results of a research that aimed 
to identify if the first impression of a person in the Romanian business context is dissimulated or not. 
The implications for entrepreneurs consist in the degree of promotion of achieving a good first impres-
sion and the manipulative or persuasive value of the negotiation techniques applied in the Romanian 
business environment.
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INTRODUCTION

Discussing about the concepts of entrepreneurship and communication, different perspectives and 
definitions associated with these concepts of scholars emerged (Adejimola, 2008, Enuoh and Inyang, 
2009, Onetti, Zucchella, Jones and McDougall-Covin, 2010, Constantin and Kavoura, 2019, Sahinidis, 
Stavroulakis, Kossieri and Varelas, 2019, Makarona and Kavoura, 2019, Masouras, 2019), so in this 
light the chapter purpose is to examine the literature review about business communication, teaching 
activities and entrepreneurship. To help the development of the studied field, the authors present the 
main results of a research that aimed to identify if the first impression of a person in business context 
from Romania is dissimulated or not. 

The point that this chapter approaches is to identify the degree of promotion of achieving a good first 
impression and to identify the manipulative or persuasive value of the negotiation techniques applied in 
the Romanian business environment within the specialty literature related to this field; training guides 
or courses, aimed at educating people in this field; the theme of online shows promoted by business 
sites. For that, the present research selected ten bibliographic theses in Romania, in the field of business 
environment, which are also found in the academic year program of the specializations of this field; the 
first ten training guides that appear in Google’s organic search for the phrase “business communication 
training” and five online programs in Romania promoted by business sites. 

Background

At the first glance it can be said that “entrepreneurship is a process whereby firms and individuals in 
firms (entrepreneurs) explore and exploit opportunities” (Onetti, Zucchella, Jones and McDougall-Covin, 
2010, p. 338). Talking about entrepreneurship it can be observed that nowadays innovativeness or an 
entrepreneurial perspective is imperative for the flexible and proactive management of business activi-
ties in a complex and dynamic globalizing world. (Onetti et al., 2010, p. 338).

Another definition says that entrepreneurship is the process through which one company explores 
and exploits global opportunities, leveraging both local and international relationships, regarding inward 
and outward business activities (Onetti et al., 2010, p. 339).

The term “entrepreneur” is French in origin and literally translates to mean “one who takes between”. 
(Enuoh and Inyang, 2009, p. 64) or is defined in the ordinary sense as every man (or woman) of business, 
every entrepreneur who owns or has no capital (Constantin and Kavoura, 2019, p. 1093). The gender 
related problem is also discussed in literature, as Entrepreneurship has been imbued with the male ste-
reotype, as the entrepreneur has been attributed traits pertaining to masculinity including “competitive”, 
“resolute”, “strong-willed”, “courageous” (Sahinidis, Stavroulakis, Kossieri and Varelas, 2019, p. 174). 
At this point, it can be concluded that entrepreneur is someone who exercises initiatives by organizing a 
venture to take benefit of an opportunity and, as the decision maker, decides what, how, and how much 
of a good or service will be produced (Makarona and Kavoura, 2019, p. 16-17).

Drucker (1985 in Enuoh and Inyang, 2009, p. 64) considers that the entrepreneur always searches for 
change, responds to it and exploits it as an opportunity. The American Heritage Dictionary defines an 
entrepreneur as a person who organizes, operates and assumes the risk of business ventures.

Based on all the definitions presented so far, the term or the idea entrepreneur can be conceptual-
ized as a change agent, “an innovator who is also a risk taker, who exploits business opportunities in 
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his environment and utilize resources effectively to develop new technologies, produces new products 
and services to maximize his profits and contributing significantly to society’s development” (Enuoh 
and Inyang, 2009, p. 64).

Enuoh and Inyang (2009) concludes that entrepreneurship is a process of organizing, managing an 
enterprise and assuming the risk involved in the enterprise and the entrepreneur is endowed with three 
qualities - power, knowledge, will - to accomplish three tasks on a daily basis - manage, predict and 
anticipate (Constantin and Kavoura, 2019, p. 1093). All in all, entrepreneurship is already established 
worldwide as a legitimate scholarly research subject, with many existing academic journals, while busi-
ness schools offer courses on entrepreneurship aiming at innovation, growth, economic progress and the 
creation of strong bonds with the local community (Makarona and Kavoura, 2019, p. 16).

COMMUNICATION AND ENTREPRENEURSHIP

Teaching and Gaining Skills and Competencies about Entrepreneurship

Sinkovics, Bell and Deans (2004) consider that many researchers claim that the use of web-based 
learning tools and information and communication technology will revolutionize traditional learning 
methods in university contexts and fundamentally change the process of how knowledge is gathered and 
disseminated. Therefore, it becomes clear that in order for the second academic revolution to take shape 
and bear fruit, it is firstly the very academia that needs to change from the inside following a bottom-up 
approach (Makarona and Kavoura, 2019, p. 18) It is also stated that the students are increasingly chal-
lenged to develop international competence, become globally aware of opportunities and threats and 
develop strategic knowledge of the global marketplace and because of these reasons entrepreneurship 
is an integral part of the social and economic process, and this is why it must be incorporated into the 
various levels of the education system (Masouras, 2019, p. 40). In order to link essential entrepreneur-
ship skills and web based teaching approaches they found four conceptual backgrounds and these are 
as it follows: the notions of competence and business competence, competence as a prerequisite for 
competitive advantage, competence as a synonym for ‘success factor’ and competence as a means of 
distinguishing between average and high performers.

It is also argued that may be other competencies addressing particular teaching approaches that refer to 
interpersonal competence as qualitative thinking, intrapersonal competence, organizational competence, 
awareness/ understanding of e-commerce and electronic transactions. 

“Each technology can assist in particular aspects of academic program design and delivery, supporting 
the acquisition of specific international entrepreneurial competencies in students and play a distinctive 
role in improving the international competitiveness of entrepreneurial firms” (Sinkovics et al., 2004), 
as the search for change is an opportunity according to Drucker (2015) that brings innovation and indi-
viduals increasingly take responsibility for their own learning and careers and the organization, either 
the university and/ or the business should be seen as a learning organism (in Makarona and Kavoura, 
2019, p. 18).

Today, the entrepreneurship is taught in Europe through four main channels: (1) as a separate subject/ 
course/ qualification, focused on learning the skills and know-how for setting up and running a business 
with a more theoretical focus; (2) as an extra-curricular subject, usually voluntary; (3) as a core subject 
in the curriculum, usually focused on the development of transversal competences related to entrepre-
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neurship such as initiative, confidence and creativity; (4) a non-formal adult education course (public 
or private) (Martin and Iucu, 2013).

The best way to motivate students from other faculties to learn entrepreneurship is by presenting ex-
amples from the field. The emphasis should be placed on essential connections and practicalities, given 
the target group represented by students. Entrepreneurship education may foster business incubation 
and may have direct positive impact on entrepreneurial intention of students (Makarona and Kavoura, 
2019, p. 16).

At the higher education level, the main purpose of entrepreneurship education should be the develop-
ment of entrepreneurial skills and attitudes. In this context Martin and Iucu (2013) says that entrepreneur-
ship education programs may have different objectives, such as: a) awareness and motivation; b) training 
students in terms of starting and running a business; c) developing entrepreneurial skills to identify and 
exploit opportunities. From this perspective, it is clear that “since skills and ideas are the new currency, 
academia needs to evolve from a purely epistemological enterprise to a wealth- -generator capitalizing 
and promoting its main asset, human creativity. Emphasis should be put upon the strengthening of stu-
dents’ competent skills, since they are tomorrow’s entrepreneurs, so that economic viability and society 
return on investment may emerge” (Makarona and Kavoura, 2019, p. 18). “Students from non-business 
studies have often very interesting ideas. However, they are less trained in sales and marketing. 

These students may need courses on intellectual property, sales, marketing and venture capital. In fact, 
most students from non-business faculties tend to be product-oriented in their business approach and do 
not understand that it does not matter how innovative the product would be if the market doesn’t need 
it. This should help avoid the mistakes made by most young entrepreneurs who are developing products 
for the first time and afterwards they look at the potential on the market. The programs and courses 
should be aimed at acquiring the skills to make students be: more creative, highly motivated, proactive, 
self-aware, self-confident, open to challenges, to communicate better, to be decision makers, leaders, 
better negotiators, problem solvers, to work in teams, to think systematically, to be less dependent, able 
to live with uncertainty, able to identify opportunities” (Martin and Iucu, 2013, p. 4398).

Wei and Guo (2010) consider that teachership is the key factor. As we all known, the weak teachership 
is the crux of the problem. It shows two aspects for quantity and quality: from the quantity, number of 
teachers cannot satisfy the requirement of entrepreneurship education and from the quality, the collage 
lacks of “double teachers” (the specialized theory and practice experience of engineer and economical 
manager, etc.) and part-time teachers of quality in institutions. The next section will discuss more about 
the concept of communication in regards to the business environment and the dimensions of the main 
areas of improvement for defining the business model of entrepreneurship.

Communication and the Business Environment

Human beings naturally are compulsive communicators and also real good ones. “In our daily activities 
in the society, we communicate with people around us and in far places through face-to-face conversa-
tions through telephone, internet, letter and a host of others. The significance of communication is very 
crucial to our continued understanding, cooperation and development not only in the business circle but 
also in the society.” (Adejimola, 2008, p. 202). It is crucial to mention that an entrepreneur cannot suc-
ceed without communicating with his or her human elements in the organization. An entrepreneur needs 
a communication string that links people together in his or her day-to-day business activities. Without 
this, he or she cannot succeed. The key point to be emphasized here is that any business organization 
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is made up of socio-technical resources. The social elements are the human beings and interpersonal 
interactions while the technical elements are the infrastructures put in place to smoothen the effective 
running of the business. Although it is possible to repair the faults arising from the physical use of the 
infrastructures, it is not so with the social elements (Adejimola, 2008, p. 203).

The major purpose of communication in any business organization, therefore, are summarized as 
follows: a. To establish and disseminate the goal of a business enterprise; b. To develop plans for laud-
able achievements; c. To organize human and other resources in the most effective and efficient way; 
d. To select, develop and appraise members of the business enterprise; e. To lead, motivate and create 
a climate in which people want to contribute; f. To control performance; g. To achieve effective com-
munication (Adejimola, 2008).

The next five dimensions were identified by Onetti et al. (2010) as main areas of improvement for 
defining the business model of entrepreneurship: (1) There is a need for a clear separation between the 
business model and the strategy concepts. (2) A separation between the business model concept and 
the financial implications is also required. (3) Business model definitions have to include location deci-
sions that are more and more relevant in the extant competitive scenario. (4) Business model definitions 
have to integrate and synthesize the earlier work in this area that seems to identify, as building blocks, 
activities (value chain) and network. (5) Business model conceptualizations must be reasonably simple 
and generalizable so that they can be applicable to firms of all sorts and sizes (managerial implication).

Business Communication

Adejimola (2008) considers that: “There are ways entrepreneurs can achieve effective communication 
within and outside their enterprises. These include examining the purpose of communication, clarifying 
ideas before attempting to communicate, considering the content and overtones of their communication 
or messages, using simple words and sentences, expressing thoughts logically and in a straight forward 
way, using short sentences and paragraphs, avoiding unnecessary words, avoiding ambiguous words, 
phrases and sentences, following up messages with actions and approximating actions with the goals of 
the organization, understanding the physical and human environment when communicating and above 
all, developing listening skills, and acquiring knowledge/skills of information and communication 
technologies.”

Considering all the above described characteristics, there are some important components or ele-
ments of communication and each of them has their own role. First of all, the stimulus is considered 
very important, than the source, the receiver, the message, the medium, the channel, the feedback and 
the noise. The purpose of communication within such groups is to achieve common goals, either of a 
professional nature or as a result of responding to a social need (Lesenciuc, 2017, p.18).

In business communication many scholars argue that the types of communication are very important, 
whether we discuss about verbal communication, appearance, posture, gestures, eye contact, speech 
production, nonverbal communication, writing and information flow. Adejimola (2008) considers that 
exchanging and sharing of information during business meetings, telephone conversations and interac-
tions on the internet are very crucial in the survival and growth of any business venture. The business 
partners should have access to correct information and give the same to the public or financial houses. 
Such information may include the location of a business organization, products, production capacity, 
prices, interest rates, financial reports, branches, telephone, cable, e-mail address, telegraph, fax etc.
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According to Mayo-BPP (1997 in Adejimola, 2008, p. 206), information in business can be analyzed 
into three levels: (1) Strategic information: this is used to plan the objectives or the goals of the busi-
ness organization and to assess whether the goals are being met. Such information comprises overall 
profitability, future market prospect, the availability and cost of funds, local cash needs etc.; (2) Tactical 
information: this bothers on how to use resources of the business and how to monitor their quality and 
quantity being produced. Such information comprises productivity measurement, variance analysis report, 
cash flow forecast, etc.; (3) Operational information: this is concerned with the planning of specific tasks 
and how they are executed within the business premises or offices. Operational information includes the 
hours each employee puts in, amount of raw materials being put to the production process etc.

After all, “the importance of language, communication and information flow are no longer doubt-
ful. This declaration, however, needs to be understood better when we consider them as necessary tools 
that drive or propel business activities within and around any organization or entrepreneurial venture. 
Business all over the world, therefore, cashes in on the advantage and manipulates language as a tool of 
communication to achieve organizational goals.” (Adejimola, 2008, p. 207)

Online Entrepreneurship, Online Business Communication and Social Media

New phenomena come and go on a frequent basis. But every now and then something with potential 
to change the business environment comes to the forefront. The business world is not immune to any 
impact that may arise and the organizations have adopted the internet in an attempt to enjoy economic 
benefits on the market (Briciu, Briciu and Găitan, 2020, p. 418). Social media is one such phenomenon. 
Social media which is sometimes referred to as social networking and Web 2.0 refers to collaboratively 
produced and shared media content and to network communities, representing “the next step of Web 2.0 
technology development” (Briciu, Briciu and Găitan, 2019, p. 43), becoming the shift “from a passive 
and consumer-oriented Internet experience to a decentralized and interactive hype of networking with 
a more active experience based on cooperation and user-generated content” (Briciu and Briciu, 2020, 
p. 426). The users of social media have the ability of sharing their views and encounters. This assists in 
creativity, open communication and sharing of knowledge among users. Facebook, Skype and discussion 
forums are examples of social media tools (Tapscott and Williams, 2008 in Jagongo and Kinyua, 2013).

Putting the evolution of the behavior of the entrepreneur in the perspective of societal changes, the new 
challenges facing the entrepreneur today are associated with the new skills, new market opportunities, 
issues of growth, to better support entrepreneurship and business creation in the twenty-first century in 
order to adapt to a world in permanent change (Constantin and Kavoura, 2019, p. 1094).

Social networking allows businesses to gain access to resources that might otherwise not be avail-
able to them. It can also aid the development of a firm’s worthiness, increase the customer and supplier 
contacts, bring to light where resources and funding are available, promote innovation and help in the 
cultivation of strategic partnerships (Zontanos and Anderson, 2004 in Jagongo and Kinyua, 2013).

The sky is the limit with social media. Owing to of the flexibility of social networking tools, busi-
nesses can realize different benefits. „Many businesses are now turning to social networks as a worthwhile 
communication tool and, if used adequately, they can significantly improve their online presence, in the 
form of effective promotion. To achieve success with the online marketing, the marketers need to have 
a presence in the environment that their customers inhabit. Mark Zukerberg, co-founder of Facebook 
supports this by saying that advertising is fast changing and businesses need to understand the usage of 
Internet technologies in order to remain relevant (Maymann, 2008 in Jagongo and Kinyua, 2013, p. 214).
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Social marketing (Papademetriou, Masouras & Ioannou, 2020) has taken the idea of price beyond 
monetary to include psychological, social, geographic and other rewards and punishments for everyday 
behaviors for the web consumer or the digital users (Masouras & Papademetriou, 2018). 

Social networking has led to the introduction of social media marketing and presented new ways of 
communicating to expanse audiences on various Internet platforms. Marketers can no longer rely on 
mass media channels alone to communicate with their consumers. They must adopt new strategies if 
they wish to succeed (Kotler and Armstrong, 2011 in Jagongo and Kinyua, 2013).

To reflect the idea in the next section of the chapter, it is important to mention that constructing and 
maintaining positive self-images is important to achieving all the above discussed ideas about the on-
line self-presentation methods that are becoming more and more difficult to manage nowadays because 
communication technology limits user control over the information they use to strategically present 
themselves, and consequently because research shows that unsuccessful self-presentation is often as-
sociated with rejection and criticism (Briciu, Briciu & Găitan, 2019, p. 584). 

DISSIMULATION OF FIRST IMPRESSION

Research Focus

Modern corporations, businesses and entrepreneurs invest time and resources trying to build a favorable 
image among customers, using a vast array of communication channels. It is in the interest of companies 
to manage the impressions and perceptions of individuals in order to create or maintain a strong corporate 
identity (Briciu et al, 2020). The main purpose of this research is to identify if the first impression of a 
person in business context from Romania is dissimulated or not. The image of a negotiator, a product or 
service influences its success in the business environment (Nistor, 2010, p. 20). The “negotiation game” 
can be won or lost. Everything is depending on the created image. The higher is the stake, the greater is 
the need and desire to win (Popescu, 2003, p.61). This research begins from the impression management 
theory developed by Brissett and Edgley in 1990 (in Chiru, 2003, p. 102). Impression management theory 
is part of the dramaturgical sociology and in the same time it is integrated in the dramatic approach of 
communication. Impression management is the activity that involves controlling information about a 
person, object, idea, entity, or event, that is, the art of controlling the impressions of those around us in 
our favor. As a result, both businesses and individuals try to con-vey messages that will benefit them 
and contribute to the formation of preferential impressions (Briciu et al., 2020).

This theory embraces the human as a social actor and his life is the scene in which he interprets his 
chosen roles that depending on the context in which he is. Roles are not largely played out for themselves 
but to “convince others of the truthfulness of the reality it composes; the actor is condemned to be an 
interpreter and to invite others, through the „artistry” of his game, to a reality as a sum of these inter-
pretations” (Chiru, 2003, p. 102). The theory starts from the premise that the person is interdependent 
in his actions manifested against innate strategies, based on a system of action codes, called axioms 
which develops through practice. Brissett and Edgley (1990) argue that individuals are persuasive and 
influential in how they create and adapt their behavior toward other persons (in Chiru, 2003). 

So, when a person wants to make a certain impression about himself for other people, he plays a 
role. This assumed role includes all the characteristics of a certain type of behavior that adapts to the 
respective context. Adopting a role requires study and exercise; otherwise a role is like a mask covering 
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some defining features. That is why it is required that the interpreted role be as close as possible to the 
real features of the person, in order not to have too high discrepancy. So, any role is actually a dissimu-
lation, this being the mask or camouflage of a particular thing. Dissimulation of an impression can be 
achieved by assuming roles, manipulation and persuasion. Based on this theory, in order to fulfil the 
purpose of our research, the objectives are: to identify the degree of promotion of achieving a good first 
impression and to identify the manipulative or persuasive value of the negotiation techniques applied 
in the business environment within (i) the Romanian literature sources related to this field; (ii) training 
guides from Romania, aimed at educating people in this field; (iii) the theme of online shows promoted 
by business sites in Romania.

Methodology

In order to conduct the research according to the objectives stated above, the researchers have chosen 
as a research method the content analysis, as the methodology procedure was conducted in May 2018. 
“Content analysis is a quantitative-qualitative way of studying communication, but not only its manifest 
content, but also latent content. It is precisely the latent content, which is not immediately noticeable, 
what is “hidden” is the object of interest of the content analysis technique” (Chelcea, 2001, p. 217). As 
an analysis procedure to identify the degree of promotion of a good impression, the manipulative or 
persuasive value of the negotiation techniques applied in the business environment and their impact on 
the target audience, we will use the frequency analysis, thus determining the frequency of the recording 
units’ occurrences (Chelcea, 2001). 

In order to achieve a most accurate result, the co-product of the present research is limited to ten 
bibliographic theses in Romania, in the field of business environment, which are also found in the 
academic year program of the specializations of this field; the first ten training guides that appear in 
Google’s organic search for the phrase “business communication training” and five online programs in 
Romania promoted by business sites. Although content analysis in general, and its application to media 
sources, in particular, has a rich theoretical and methodological content, Web based analysis is a recent 
framework of research (Briciu, Briciu & Nechita, 2018) and it’s applicability in the online environment 
is supported by the explanation that content analysis would be “an observational research method used 
to systematically evaluate the symbolic content of all recorded forms of communication” (Kolbe and 
Burnett 1991 in Briciu, Briciu & Nechita, 2018, p. 83). 

The method of content analysis implies determining the registration units, content units and numbering 
units as well as establishing the analysis scheme’s categories. The registration unit represents the part of 
communication which will be characterized and introduced into one of the analysis scheme’s category. 
The smallest units of registration are the words and symbols (Chelcea, 2001).

In the following research procedure, it was commonly agreed the ideas regarding the determining 
role of content analysis, as a method for examining the manifest content of messages, while also being 
an ideal tool for examining online materials. In addition, it must be accepted that content analysis is 
traditionally considered a quantitative method, but which also requires a qualitative evaluation. In the 
light of these last clarifications, the analysis will consider the content analysis as a research method, be-
ing at the border between the two research models, as a quantitative-qualitative variant of analyzing the 
content of communication, the frequency analysis the research technique and the grid of categories – the 
research instrument for coding and quantitative processing the collected data (see the Research grids). 
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The sampling technique chosen for this study is the non-probability sampling. According to Earl 
Babbie, this technique implies choosing the sampling units based on the researcher’s opinion. These 
units are the one considered by the researcher the most useful and representative for the study (Babbie, 
2010, p.261).

Analysis of the Content of Ten Bibliographic Theses in Romania 
Aimed at Education in the Field of Business Communication

The researchers choose to analyze the content of ten bibliographic theses from Romania that aim to 
educate in the field of business communication because they are teaching materials, they form reason-
ing, attitudes and behaviors. This methodological process is possible as “researchers generally need 
to develop their own coding scheme for analyzing content, although sometimes researchers can adopt 
existing coding schemes established by their peers. Human intuition can intervene in the process of 
developing coding schemes. Although all research is subject to some human intuition, the process of 
content analysis allows relatively more room for the researcher’s intuition than do some methods such 
as surveys or experimental designs” (Hwang et al., 2013 in Briciu et al, 2018, p. 84). 

In this case, the chosen literature sources form the reasoning, attitude and behavior of its target audi-
ence in terms of communication in the business environment. The target audience of these open access 
bibliographic theses is made up of students from this field, professors who study the field of business 
communication, negotiators and people who work in the business field. The reason for this choice to 
analyze their content is that it represents the systematization of the first impact of a book, more exactly, 
the title. The table of contents is an important decision-making factor in choosing a book. Depending on 
this, it can be observed what kind of topics are treated and in which manner. It was also analyzed how 
the topic found in the table of contents was approached and corresponding to it.

Thus, it was identified the fact that within the ten bibliographic theses that represent teaching materi-
als in order to educate the target audience in the business environment and in the communication within 
it, the total percentage of promoting dissimulated, persuasive and manipulative behavior and achieve-
ment a favorable impression is 53.3%. In order to see if the authors are promoting or challenging these 
techniques and attitudes, it was measured the positive attitude they express in relation to these topics. 
The researchers identified that the promotion of a favorable impression is 80%. From the percentage 
of 60% of the mention of the word “simulation/ dissimulation” the positive attitude of the authors is 
only 30%. From the 30% percentage of the word “manipulation” presented in the table, it is confirmed 
that the percentage of the authors’ positive attitude towards it in the text is 60%. Regarding the word 
“persuasion”, the percentage of its presentation in the bibliographic sources is 20% and the attitude of 
the authors in publications regarding to it is 90% positive. 

Thus, it can be observed that although the percentage of promoting the word “simulation/ dissimula-
tion” is 30%, the persuasion and manipulation, the first impression’s dissimulation processes are promoted 
by more than 50%, which denotes education for a favorable image (in 80%). At the same time, it can be 
seen that the degree of accessibility of these publications, through their price, the highest price being 
40 RON (equivalent to 9.5 USD) and the smallest one under 15 RON (equivalent to 3.5 USD), some 
being free in electronic format. The degree of accessibility is not high, so that a middle-class person can 
afford to buy a book in this area. The oldest publication analyzed was from 1996, and the most recent 
from 2011. Thus, it can be concluded that this subject has been dealt with in Romania for at least 22 
years. The audience’s attitude towards publications is positive because the stock of some of them was 
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exhausted and one of the publications obtained 19,000 views on www.scribd.com, an impressive number 
for a specialty book.

Analysis of Training Guides in Romania Aimed at Education 
in the Field of Business Communication 

In this analysis, the body of our research consists of the first ten training programs that appear in Google’s 
organic search using the keywords combination: “training in business communication”.

Table 1. Interpretation of bibliographic sources research data

Research grid Recording units

-the degree of promotion of achieving a favorable first 
impression;

-the phrase “first impression” is/is not specified;  
-the phrase “impression/image good/favorable” is/is not specified;  
-the word “simulation/dissimulation” is/is not specified;  
-number of occurrences of the phrase “first impression” in the 
publication;  
-number of occurrences of the phrase “impression/image; good/
favorable” in the publication;  
-the number of occurrences of the word “dissimulation” in the 
publication;  
-positive/neutral/negative author’s attitude towards simulation/
dissimulation.

-the degree of promotion of the manipulative and persuasive 
attitudes of the negotiation techniques by the authors;

-the word “manipulation” in the table of contents is/is not specified;  
-the word “persuasion/conviction” in the table of contents is/is not 
specified  
- is/is not specified in the word “success/success/ gain” in the table 
of contents  
-the number of occurrences of the word “manipulation” in the table 
of contents;  
-the number of occurrences of the word “persuasion/belief” in the 
table of contents  
-the number of occurrences of the word “success/gain” in the table 
of contents  
-the number of occurrences of the word “manipulation” in the 
publication;  
-the number of occurrences of the word “persuasion/belief” in the 
publication; 
-the number of occurrences of the word “success/gain” in the 
publication;  
-the author’s attitude positive/neutral/negative towards manipulation;  
-the attitude of the author positive/neutral/ negative towards 
persuasion;  
-the attitude of the author positive/neutral/ negative towards success.

-from which period the manipulative and persuasive attitudes of 
the negotiation techniques are promoted;

-year of publication  
-how many years have been since the publication until now.

-the degree of accessibility of the publication - the price of the publication

-the attitude of the target audience towards the publication

- number of views on www.scribd.com, www.slideshare.com, www.
adevărdivin.com; 
- number of online purchases;  
- notes / reviews.
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According to the theory of impression management, used as the foundation of our research, the 
interpretation of some roles implies the concealment of the actual behavior of a person. In this content 
analysis it was identified the percentage of promoting the interpretation of roles in the business environ-
ment and promoting the study of the types of language of hidden behavior, manipulation, persuasion 
present in the programs of the first ten trainings that appeared in Google’s organic search for the phrase 
“training in business communication”. The study of the types of language of human communication 
facilitates the awareness of one’s own behavior, so that it can lead to the control and subsequently to its 
modification depending on the context, which denotes dissimulation. The total percentage of studying 
the types of language, roles in communication/interaction, manipulation and persuasion is 67.5%. It 
was identified that the total percentage of the study of the types of language of human communication 
within the training programs is 33.83%, the total percentage of the study of manipulation is 25% and that 
of the persuasion 26%. Also, because the trainings educate specialists already in the field, the price of 
a session can reach up to 3,000 RON (equivalent to 715 USD), and for people who are still in the first 
stages in this field it can be observed that the minimum price can reach up to 300 RON (equivalent to 
71.4 USD). The audience’s attitude towards trainings is a positive one because most of them were sold 
out. The major disadvantage that these trainings have at first impact is that most of them are not updated. 
They appear in the first 10 trainings in organic search on Google, but some of them were organized in 
2015. Since then are no longer valid, the audience invests more time in searching for current trainings.

Analysis of Online Broadcasts in Romania Aimed at 
Education in the Field of Business Communication

In this analysis, the body of the research consisted of the programs dedicated exclusively to business 
communication, which have the most ratings on YouTube.

Table 2. Interpretation of data regarding research of training programs

Research grid Recording units

-the actuality of the trainings. - the deadline for registration.

-the degree of promotion of achieving a good first impression.

-the percentage of the study of types of human communication 
language within the training program;  
-the roles in communication/interaction are/are not studied;  
-percent of the study of roles in communication/interaction within 
the training program.

- the degree of promotion of manipulative and persuasive attitudes 
of negotiation techniques by trainers.

-the manipulation is/is not studied;  
-the percentage of the study of the manipulation within the training 
program;  
-persuasion is/is not studied;  
-the percentage of the persuasion study within the training 
program.

- the degree of accessibility. -the price of the training.

- the attitude of the target audience towards the manipulative and 
persuasive negotiation techniques. -side/ note.
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Following this ranking of online shows, the researchers selected to analyze the issue of Etichetă și 
comunicare în afaceri (en., Label and communication in business), because it is the show dedicated 
especially to business communication.

Since one of the functions of the media is to educate the audience, we considered it necessary to 
analyze such a source. First of all, the media can be accessible to all categories of audience, both from 
the financial point of view and from the point of view of how the information is transmitted, being struc-
tured within the questions: who, what, where, when, how and by what, so that the subject is presented 
more accurately than in the case of a bibliographic source. The issue of Label and communication in 
business records in the editions that promote the first impression, the creation of a favorable image, the 
concealment, manipulation and persuasion, a total of 2,433 views on YouTube. The total percentage of 
promoting the first impression, roles, manipulation, and persuasion is 83% of all editions of this show. 
Thus, it can be observed that the percentage of promotion of these subjects is more than 50%, approach-
ing very close to 100%. An edition is made once a week, so that the rate of transmission of information 
is quite frequent and at the same time this periodicity favors the time needed to prepare the edition. The 

Table 3. Ranking of business shows

Shows YouTube Subscribers Video TV Channel Year of appearance

1. Business la superlative (in Romanian) 7,161 33
a7tv.ro 
https://www.youtube.com/channel/
UCvXWhITuhnvUyHu4idMrgkA 

2017

2. Business Days 4,880 1,482
Independent  
https://www.youtube.com/user/
businessdaysro/featured 

2011

3. Etichetă și comunicare în afaceri (in Romanian) 4,805 54
Canal 33 
https://www.youtube.com/channel/
UChXVCKn5sa-e-bNXjX47lJw 

2015

4. Bizilive 485 198
Independent  
https://www.youtube.com/channel/
UCl_5yjNcsPhxDa8H9XbDx3Q 

2014

5. Legile afacerilor (in Romanian) 71 18
TVR2 
https://www.youtube.com/channel/
UC_IAoMeqR3pBTdeTGgu0abQ 

2016

Table 4. Research grid for the episodes of the show Label and communication in business

Research grid Recording units

-frequency of episodes. -frequency of episodes

-the degree of promotion of achieving a good first impression.

-the percentage of promoting the approach of some roles 
within the show 
-the percentage of promoting the first impression within the 
show. 

-the degree of promotion of manipulative and persuasive attitudes of 
negotiation techniques by authors/trainers/presenters and guests.

-the percentage of promotion of manipulation within the 
program; 
-the percentage of promoting persuasion within the program.

-the attitude of the target audience towards the materials that promoted 
the first impression, the roles, the manipulation, the persuasion.

-total views of materials that promoted the first impression, 
roles, manipulation, persuasion.
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percentage of promoting the approach of some roles within the show is 20% that of promoting the first 
impression is 40.7%, the percentage of promoting manipulation is 12.9% and the promotion of persua-
sion is 10%. We can see that although individually they are below 50%, if we realize their sum, because 
all have the purpose of concealing the first impression, the percentage exceeds 50%.

SOLUTIONS AND RECOMMENDATIONS

As a result of this research, we identified that the promotion of dissimulation of the first impression in 
the Romanian business environment is 67.9%. 

Thus we can say that in Romania the first impression created in the business environment is hidden 
above the 50% average. The promotion of dissimulation of the first impression in the business environ-

ment is 53.3% within the bibliographic theses in Romania represented in the business field. The first 
ten training programs that appear in Google’s organic search under the phrase “business communication 
training” promote dissimulation within the first impression by 67.5%. Regarding the online broadcast 
dedicated to communication in the business environment, the percentage of dissimulation within the 
first impression is 83%, the highest percentage of the three analyzed environments. 

The three mediums of education in business communication involve different degrees of accessibility 
for the target audience. The most accessible medium is the online issue, followed by the bibliographic 
theses that do not exceed the amount of 40 RON (equivalent to 9.5 USD)/ publication. The most expen-
sive medium of education is the training, which can reach up to 3,000 RON (equivalent to 715 USD), 
but its advantage is that it is an approved person who can observe the mistakes that each student makes 
individually and can correct them. So it is up to the audience to choose the education environment 
according to their needs. The audience’s attitude towards these media is a positive one, because the 
researchers were able to identify the fact that the online stock of some publications was sold out, the 
places of certain trainings were sold out, and regarding the online broadcast, the number of views on 
YouTube of the materials they promote the first impression and its concealment is 2,433. The attitude 
of the authors of the publications, the trainers, the presenter/guest regarding the concealment of the 
first impression and the techniques for its creation, is on average positive. In this situation, the target 
audience assimilates the information, interprets them, and creates reasons and then behaviors based on 

Table 5. Final data of the three researches

The research corpus The total percentage regarding promoting disguised behavior, 
manipulation, persuasion

1. ten bibliographic theses from Romania, in the field of business 
environment, which are also found in the academic year program 
of the specializations of this field;

53.3%

2. the first ten training programs that appear in Google’s organic 
search for the phrase “business communication training” 67.5%

3. the online show dedicated to business communication 83%

Total percentage of promoting disguised behavior: 67.9%
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the positive attitude of the issuers of the educational materials for the purpose of the behavior in the 
business environment in Romania.

FUTURE RESEARCH DIRECTIONS

The business environment in Romania is developing more and more. Business is thriving, and investors 
from other countries are starting to see more and more opportunities in Romania. Considering that until 
1989, respectively the year of ending of the communist regime in Romania, we could not talk about the 
business environment and the notion of entrepreneurship, it can be stated that the country is beginning 
to make its first steps in this field. Individuals and organizations interested in this field have approached 
publications from other countries in order to understand it and to learn how to “survive” within it. Be-
cause the interest in winning is very high, a number of techniques have been developed in order to be 
successful: manipulation, Neurolinguistics’ programming and dissimulation.

CONCLUSION

Communication is the key to any field in which interaction is the fundamental element. In the business 
environment communication can tilt the balance towards a common yes or no or a win-lose situation. 
Also, through this research the authors wanted to illustrate the importance of communication in the 
field of business. Through communication the actors involved convey the intentions, the benefits of 
collaboration and the desire to maintain a relationship or not. The business environment juggles with 
all types of language. If one of them is dysfunctional, communication itself may become dysfunctional. 
In conclusion, an entrepreneur must be a catalyst, who loves his mission as an entrepreneur and works 
tirelessly; capable of accepting and managing uncertainty, risks and opportunities; the entrepreneur must 
be the demanding client of his own project and always be surrounded by people whose experience and 
knowledge he must value. We are talking about “entrepreneurial stance” and even about “entrepreneurial 
ecosystem” (Constantin and Kavoura, 2019, p. 1094).
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KEY TERMS AND DEFINITIONS

Business Communication: A form of human communication, a special technique aimed at reach-
ing directly and individually the goals proposed by the seller, determining the potential customer to act 
and/ or react immediately.

Entrepreneur: Someone who exercises initiatives by organizing a (business) venture to take benefit 
of an opportunity.

Entrepreneurship: A process whereby organizations and individuals in those organizations explore 
and exploit opportunities by using proactive management of business activities.

First Impression: Is achieved by framing people, things, events, with which they interact in contrast-
ing categories such as good/bad, beautiful/ugly, etc.

Impression: The effect left in the human consciousness of things or happenings around him with 
which he comes in contact.

Online Business Communication: A web-based online communication targeted to specific publics 
used in the organizational and business context.

Organizational Communication: Various communication channels, strategies and techniques 
through which the corporation interacts with customers and other audiences.

Social Media: A range of different Web 2.0 internet-based tools that increase and enhance the ex-
change of information.
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ABSTRACT

The study examines the IT Greek start-up ecosystem, analyzing the founders’ views, strategy, and current 
perception regarding their ICT start-ups. The study examines the views and perceptions of 143 founders 
of Greek IT start ups who participated in exhibitions as start-up companies between September 2018 
and May 2019, and had completed at least one accelerator program.

INTRODUCTION

The study examines the IT Greek start-up ecosystem, analyzing the founders’ views, strategy, and current 
perception regarding their ICT start-ups. The study examines the views and perceptions of 143 founders 
of Greek IT start ups who participated in exhibitions as start-up companies between September 2018 
and May 2019, and had completed at least one accelerator program.

The study highlights the fact that Greek IT Start-Up founders face three main challenges: getting new 
customer, securing financing and improving their product. The study also examines whether the impact of 
these challenges can be reduced through actions and planning during the pre-launch phase of the start-up. 
The study examines the relationships between variables which, are related to these challenges, within the 
Greek macroeconomic environment, according the start-up founders’ perceptions and self evaluations.

The research findings provide a deeper understanding of the dynamics of Greek ICT start-ups, in 
terms of perceived challenges faced. The findings are useful to entrepreneurs as they strive to increase 
the success rates of current and future projects as well as to the wider innovation ecosystem, e.g. busi-
ness angels, venture capital firms, the state etc., to further improve their success rates or design and 
implement policies for innovation promotion. Finally, key areas for further research are highlighted.

Key Challenges for 
Greek IT Start Ups:

An Analysis of Founder Perceptions

Theocharis Stylianos Spyropoulos
Department of International Business, Perrotis College, Greece
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BACKGROUND

Recent academic study (Roy, 2019) highlights the economy’s and organization’s investments on innova-
tion; for start-up companies, commitment to innovation is their very own for existence – and the way 
they will manage to overcome the challenges they meet will determine their very own survival.

The study examines the Greek start-up ecosystem, with a special focus on companies engaged in 
information technology solutions (IT sector). The objective is to identify the key challenges and priori-
ties that Greek Start-Up founders are facing, based on their own perceptions. The study examines the 
IT Greek Start-Ups participating in exhibitions in Greece, in the cities of Athens and Thessaloniki, for 
the time period between September 2018 and May 2019.

Founders of the start-ups were all participants at least in one start-up boot camp or start-up accelera-
tor program, operating in Greece. To this respect, the founders have received at least basic business and 
entrepreneurial training regarding the various aspects of establishing and managing a start-up company, 
such as company formation, product design, market selection, human resources, negotiations, and pitch-
ing to potential investors, and therefore can be considered to be trained to a satisfactory degree on the 
business and managerial aspects of running a start-up company.

Furthermore, the Greek macroeconomic and business environment in which Greek IT start-uppers 
are trying to develop their business activities and overcome their challenges has to be taken into account. 
The austerity measures, since 2009 resulted to an economy characterized with high unemployment levels 
and increased poverty, over taxation and dramatic cuts of income level for the majority of population, 
as well as corporate investment budgets for IT solutions.

The purpose of this study is to highlight the challenges the Greek IT start-ups are facing, as the actual 
founders of the start-ups perceive them. Furthermore the study examines the impact of these challenges 
to the start-ups and finally, provides a better understanding for the start-up ecosystem in Greece.

LITERATURE REVIEW

Previous academic studies identified critical success factors for success of start-up companies.
Aulet (2013), highlights the importance of entrepreneurial education and provides an integrated 

framework for start-up success factors.
Aulet (2013) highlights the importance of segmentation; apart from the traditional segmentation 

criteria, such as demographics, cultural, behavioral and transactional, Aulet suggests that once the 
company identify a potential target market, several key issues are recommended to be evaluated, such as 
budget availability on behalf of the customers, whether the customer is accessible to the start-up’s sales 
force, whether the value proposition is strong enough to ensure that the customer will actually select 
the start-up’s product to cover the specific need. Gender issues appear to have a significant impact on 
entrepreneurial behavior; Mustapha et al (2015) summarize previous literature, regarding the importance 
of the family environment for female entrepreneurs. In addition, Kavoura et al (2016), highlights cultural 
and gender issues in entrepreneurship.

Further studies (Amit et al, 2012, Aulet 2013) highlight the benefits of business model innovation; 
in addition Juntunen et al, (2018) highlight the role of business model innovation with a special focus 
on IT solutions, in addition the same study links business model and business opportunity: “the scal-
ability of the business model fundamentally stems from the synchronization of a business model to the 
respective business opportunity.”(Juntunen 2018 p. 33) and examines flexibility in terms of product 
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features (platform), marketing and financial resources. “A dynamic business model framework allows 
for entrepreneurs to analyse the main changes in the context of the entrepreneurial endeavor that are 
required to envision potential logic sequences of or changes in business models over time.” (Khodaei 
& Ortt, 2019, p.10). “The business model should be aligned with strategy, taking into account changes 
in the external environment and with business processes to ensure continued successful management of 
people”. (Stott et al, 2016, p. 951)

“Entrepreneurial opportunities come in many ways, shapes and forms to those who pursue them.” 
(Muzyca, 1997, p.30). The same study suggests that opportunities are closely related to past knowledge 
and experience. Previous studies (Konig, 1997) also provide useful highlights for securing financing; 
such as founder’s education, achievements, business plan and successful case studies.

Previous studies also highlight the importance of estimating the sales cycle of the start-up’s product, 
building credibility (Johnson, 1997) and evaluating the costs and time related to the sale process (Aulet, 
2013). Additional research (Shankar et al, 1999) examines the options for pioneers and late entrants.

Academic research offered managers a conclusive advice for success: “Innovate incrementally on 
proven technology through a continued R&D process”. This way the firm develops modifications for the 
basic product and process ‘‘without undertaking major basic research in areas unrelated to the original 
successful innovation’’ (Grosse & Kujava 1999, p. 509). This strategy is served well by offering an im-
proved product to an existing market a market that can easily been identified and analyzed, during the 
planning phase of the start-up. However this is not always an option for start-ups – in fact, this is exactly 
what they may need to avoid. Following such a strategy the start-up will just find itself competing with 
existing companies, which probable have far superior resources, market knowledge and business networks.

Considering the above, the academic literature provides a wide set of frameworks and highlights for 
start-up founders to examine during the planning phase.

“By a pro-active customer approach the start-up is able to bring to the market, successfully, a radical 
innovation with enough unique advantages (compared to other existing possibilities) to overcome initial 
customer and market resistance.” (Gelderen et al, 2003, p.11)

Further research, (Hallam et al, 2017, Makarona et al, 2019) examines strategic alliances between 
start-ups and universities, highlighting the role of organizational culture. Furthermore, establishing stra-
tegic alliances is another issue that may help Greek IT Start-ups. Academic study highlights the fact that 
management controls the firms’ alliance activity (Karamanos, 2016) According to Rotsios et al. (2019, 
p.25), “executives should allocate resources, effort and time in developing and maintaining a trusting 
relationship with their partners in order to achieve better International Joint Ventures performance and, 
thus, better benefits for partner firms.” In addition, academic studies (Usman et al, 2017) examine the 
ways start-ups engage with the business ecosystem, in an effort to organize and manage open innova-
tion, dealing with larger companies, while Colombo (2018) highlights the role of academic (spin-off) 
start-ups. Further studies (Hormiga et al, 2010, Aulet, 2013) also highlight the role of intellectual capital 
for business success.

Further academic research (Roberts, 2015), that highlight the role of integration of IT systems, result-
ing lower cost for developing new business opportunities (especially for IT companies) and furthermore 
enabling engaging on entrepreneurial projects in younger ages. Roberts concludes that reduced need for 
investment and lower risks were factors that offered entrepreneurs the opportunity to launch ventures 
with a lower budget and less capital requirements, from a younger age.

“The lean start-up approach divides up the key decisions. A venture starts with relatively imprecise 
and limited hypotheses about where an opportunity may lie. Multiple stages of information gathering and 
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“pivoting” follow.” (Girotra et al, 2014, p.1) Ries (2011) highlights the benefits of lean start up strategy, 
emphasizing on the fact that enables start-up companies to test fast the two riskier hypotheses of their 
business plan; the value (the actual value as perceived by the potential customer or user) and growth 
(ability of the start-up to grow fast enlisting new customers) assumptions. Furthermore, Blank (2013) 
recommends start-ups to focus on “experimentation over of elaborate planning, customer feedback over 
intuition, and iterative design over traditional “big design up front” development.

Recent study also highlight the role of the wider start-up ecosystem: “identified the significant impact 
of grant systems, legal text interpretations, and incubators as a source for a shift in dominant logics in 
the early entrepreneurial process. Such supporting organizations follow their own logics, which is still 
dominated by a commercial approach.” (Gregori et al, 2019, p. 23)

Additional studies (Santisteban et al, 2017) summarized findings of previous academic literature and 
identified key success for ICT start-ups, such as experience, governmental support, capital, organizational 
age, and product innovation. Furthermore Cozzolino et al (2018, p.42) emphasized on the availability of 
disruptive technological platforms as a prerequisite for disruptive innovation: “Disruptive technologies 
tend to come first and do not necessarily paralyze incumbents, but rather create opportunities. Disruptive 
business models tend to emerge after, when entrants find ways to commercialize previous disruptive 
technologies, and they threaten incumbents’ business models.”

Finally, academic studies highlight the role of entrepreneurial education and its impact on start-ups 
survival and success; Spyropoulos (2020b) summarizes conclusions of previous studies (Evers (2003), 
Morgan & Vorhies (2009), Chesbrough (2010), Gambardella & McGahan (2010), Amit & Zott, (2012), 
Aulet, (2013), Raj & Srivastasva (2016)) on the impact of entrepreneurial education, as it enables both 
entrepreneurs and stakeholders of the start-up ecosystems to identify and evaluate business opportunities.

RESEARCH APPROACH & METHODOLOGY

The literature review presented above provides several key factors for entrepreneurial success; based on 
the topics highlighted by academic literature the research questionnaire was designed.

The actual research was conducting with the use of structured Questionnaires for primary research 
data collection. The questionnaires were distributed to founders of the ICT start-ups who participated 
in exhibition events from September 2018 to May 2019. More specifically 143 questionnaires were dis-
tributed, on site, during the exhibitions, to the founders of the startups, and were filled-in and collected 
immediately on site as well. In certain cases brief discussions with the responders took place, in order to 
clarify certain points and to confirm validity of the data. The study examines a wide range of variables 
both from the founder’s perspective (such as age, education, prior experience and previous ventures) and 
start-up organizations perspective (key achievements, main challenges, sources of competitive advantage, 
disruption and degree of innovation introduced).

The data were encoded and advanced statistical analysis software (SPSS) was used in order analyze 
the correlation between variables, with the use of Spearman Correlation Coefficient.
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RESULTS

Part 1 – Descriptive Statistics

There were 143 responders in total, which were the founders of the ICT Start-Ups participating in vari-
ous exhibitions in Greece, in the cities of Athens and Thessaloniki, as innovative start-up companies, 
during the time period between September 2018 and May 2019.

From the respondents, 76% were men and 24% women. A total of 35% were between 18 to 28 years 
of age; 31% from 29 to 35; 26% from 36-45, and 8% were over 45 years old. Regarding Education, 4% 
of the respondents were High School Graduates, 39% hold a bachelor Degree, 40% of the responders 
hold a Master’s Degree and 17% hold a Ph.D. Degree.

Regarding the Number of Founders per Start-up Company, 31% of the responders were the only 
founder, 30% responded that their founders team had two members, 25% responded that their founders 
team had three members and 14% responded that the founders team included four members.

Figure 1.  

Figure 2.  
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Regarding previous experience as employees, 22% responded that their working experience was 
up to one year, 11% responded that their working experience was up to two years, 22% responded that 
their working experience was up to 5 years, while 45% of the responders had 6 years or more working 
experience.

Regarding previous experience as entrepreneurs, 64% of the responders had not launched a previous 
venture. 27% of the responders had previous experience of launching one venture. However, there is 
also a noticeable percentage of serial entrepreneurs among the responders: 3% of the responders had 
launched three business ventures, while 6% of the responders had launched three or more previous ven-
tures. Furthermore, regarding success rates of previous start-up ventures: 18% of the responders have 
one venture in the past that is still surviving today, 2% of the responders had two previous ventures that 
survived, while another 2% had three or more of previous business ventures that survived.

Regarding strategic alliances formed by Start-ups, 53% of the start-Up founders responded that they 
have no strategic alliances, 8% responded that they have angel investors, 26% responded that they have 
strategic alliances, while 13% responded that they are spin-offs of other organizations.

Regarding the main challenges for their start-ups, 25% of the responders consider as primary chal-
lenge the need to improve their product, 39% the need to get more customers, 26% the need to secure 

Figure 3.  

Figure 4.  
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funding, while 10% of the responders faces different challenges. Furthermore 55% of the responders face 
one challenge, 11% of the responders face two challenges, 24% of the responders face three challenges 
and 10% faces all four challenges as mentioned above.

Further examination of the descriptive statistic reveals that 19% of all responders consider as chal-
lenges both the need to get more customers and improve their product. In addition, 31% of those who 
responded that a key challenge is to get more customers also consider as challenge the need for further 
product improvement. Finally, 54% of those who responded that a key challenge is the need to improve 
product also consider a challenge the need to get more customers.

As an additional finding, 26% of the responders classify their innovation as “sustaining” while 74% 
of the responders consider their innovation to be disruptive.

Regarding the year of establishment of their start-up, in terms of having a company officially formatted, 
15% of the responders have not yet established their company. 5% of the responders had their companies 
established during the period 2006-2012, 10% of the responders had their companies established in 2013 
or 2014, 8% of the responders had their company established in 2015, 15% of the responders in 2016, 
22% of the responders in 2017 22% of the responders established their company in 2018 and 3% of the 
responders established their company in 2019. In total, 62% of the companies have been established for 
less than 3 years (Sept. 2018 – May 2019 was the period of data collection).

Regarding their feelings for success of their current start-up, 16% of the responders cannot consider 
it a success as yet, 25% of the responders feel that they will know after 1 year, 48% of the responders 
considered that they are on the right path, while 11% already consider their current start up as a success.

Finally, regarding funding requirements, 20% of the responders do not ask for funding, 23% of the 
responders require funding of 100k Euros, 17% of the responders require funding of up to 250k Euros, 
and 40% of the responders require funding more than 250k Euros.

Figure 5. 
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Table 1. Statistical significant correlations

No Variable 1 Variable 2 Relationship Correlation Spearman Value Statistical Significance

1. Improve Product Gender Analogous Very Weak 0,177
*Correlation is 
significant at the 0.05 
level (2-tailed).

2. Improve Product Number of Founders Analogous Very Weak 0,183
*Correlation is 
significant at the 0.05 
level (2-tailed).

3. Get more Customers Other Challenges Reverse Analogous Weak -0,234
** Correlation is 
significant at the 0.01 
level (2-tailed).

4. Get more Customers Prof of Concept Analogous Very Weak 0,181
*Correlation is 
significant at the 0.05 
level (2-tailed).

5. Get more Customers Amount of Funds 
Required Reverse Analogous Weak -0,210

*Correlation is 
significant at the 0.05 
level (2-tailed).

6. Get more Customers New Approach Analogous Very Weak 0,182
*Correlation is 
significant at the 0.05 
level (2-tailed).

7. Get more Customers Technology as 
Competitive Advantage Reverse Analogous Weak -0,209

*Correlation is 
significant at the 0.05 
level (2-tailed).

8. Get more Customers Management as 
Competitive Advantage Analogous Weak 0,271

** Correlation is 
significant at the 0.01 
level (2-tailed).

9. Get more Customers Business Model as 
Competitive Advantage Analogous Weak 0,259

** Correlation is 
significant at the 0.01 
level (2-tailed).

10. Get more Customers Improved Product Analogous Weak 0,224
*Correlation is 
significant at the 0.05 
level (2-tailed).

11. Get Funding Age Analogous Weak 0,235
** Correlation is 
significant at the 0.01 
level (2-tailed).

12. Get Funding Education Analogous Weak 0,304
** Correlation is 
significant at the 0.01 
level (2-tailed).

13. Get Funding Experience Analogous Very Weak 0,187
*Correlation is 
significant at the 0.05 
level (2-tailed).

14. Get Funding Business to Consumers Analogous Weak 0,211
*Correlation is 
significant at the 0.05 
level (2-tailed).

15. Get Funding
Both Business to 
Business and Business to 
Consumers

Analogous Weak 0,257
** Correlation is 
significant at the 0.01 
level (2-tailed).

16. Get Funding Sales of 100k euros Reverse Analogous Weak - 0,275
** Correlation is 
significant at the 0.01 
level (2-tailed).

17. Get Funding Amount of Funds 
Required Analogous Weak 0,248

** Correlation is 
significant at the 0.01 
level (2-tailed).

18. Get Funding New Approach Analogous Weak 0,221
** Correlation is 
significant at the 0.01 
level (2-tailed).

19. Get Funding Intellectual Property Analogous Very Weak 0,167
*Correlation is 
significant at the 0.05 
level (2-tailed).

20. Get Funding New Product Analogous Very Weak 0,172
*Correlation is 
significant at the 0.05 
level (2-tailed).
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Part 2 – Statistical Analysis

In this study, use of Statistical Analysis has been used to identify relationships between variables. The 
data were encoded and entered into an advanced statistical analysis software (SPSS) was used in order 
analyze the correlation between variables, with the use of Spearman Correlation Coefficient. Findings 
indicate Statistical Significance for the Correlations presented at Table 1 below:

Regarding the Correlations between two Variables, the correlation coefficient (r), is a measure of the 
strength of the linear relation between the x and y variables.” (Isotalo, 2014, p.78). “Positive r indicates 
positive association between the variables, and negative r indicates negative association. The correlation 
r always falls between -1 and 1. Correlation measures the strength of only a linear relationship between 
two variables. Correlation does not describe curved relationships between variables, no matter how 
strong they are.” (Isotalo, 2014, p. 81)

Furthermore the table below (Table 2) provides a list of Variables examined for potential correlation, 
in which there was no evidence of Correlation Significance, which are worth noted.

It has to be noted that there was no evidence of correlation between founders that are already suc-
cessful serial entrepreneurs and any of the challenges examined; furthermore there was no evidence of 
correlation between feeling of Success and any of the key challenges identified and examined; there is 
also no evidence of correlation between Strategic Partnerships and any of the key challenges examined.

Table 2. No evidence of correlation significance

No Variable 1 Variable 2 Correlation 
Significance

1. Previous Start-Ups Get more customers No

2. Previous Start-Ups Improve Product No

3. Previous Start-Ups Get Funding No

4. Previous Start-Ups Other No

5. Previous Start-Ups Surviving Today Get more customers No

6. Previous Start-Ups Surviving Today Improve Product No

7. Previous Start-Ups Surviving Today Get Funding No

8. Previous Start-Ups Surviving Today Other No

9. Success Get more customers No

10. Success Improve Product No

11. Success Get Funding No

12. Success Other No

13. Success Strategic Partnerships No

14. Strategic Partnerships Get more customers No

15. Strategic Partnerships Improve Product No

16. Strategic Partnerships Get Funding No

17. Strategic Partnerships Other No
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Further research reveals that the 10 most funded Greek Start-Ups in 2018 had their first funding 
after 5 years, and have a mean of 6,67 years of operations, and 2,9 Funding Rounds. 5 of the 10 have a 
branch in USA, with offices in 3 countries. They employ between 51-100 people and the mean number 
of investors is 5,52. (EIT, 2018).

A key problem of the Greek Start-Up ecosystem becomes clear: “The lack of funding at early stages 
can kill a promising start-up, depriving resources from product development, market research and invest-
ments, especially in Intellectual Property.” (Spyropoulos, in-press)

MANAGERIAL IMPLICATIONS

Considering the findings of the descriptive statistics, the main challenge faced by Greek IT Start-Ups is 
increasing its customer’s base; 41% of the responders highlight this need. The importance of this chal-
lenge is evident; more customers’ results sales and profitability required for the survival of the start-up, 
and for further growth and investments.

The second key challenge is the need to secure funding; 28% of the responders highlight this need. 
Funding, especially on the early stages is critical for any start-up.

In addition, 24% of the responders highlight the need to improve their product. This can be interpreted 
both in terms to secure a better product-market fit and meet the needs of the targeted market segment; 
or proceeding from Minimum Viable Product to a more complete product, which can be offered to more 

Table 3.  

Challenge Planning Phase of the 
Start-Up During Operation of the Start-Up Business Functions

Getting New Customers
Market Segmentation and 
Market Target (Beachhead 
Selection)

Create an effective sales team 
Simplify and Automate Customer on-
boarding Processes 
Marketing Efforts to generate leads and 
secure a healthy sales pipeline 
Sales Partners & Reseller to extend sales 
coverage, keep costs under control and 
increase sales leads and opportunities

Marketing & Sales

Secure Financing

Identify potential investors 
(Business Angels, Network, 
Potential Customers) 
Create Business Plan and 
Pitch 
Determine the Deal 
Structure 
Evaluate Cash flows and 
need for Cash

Negotiate and Redefine Deal Structure as 
necessary 
Review and re-valuate Cash-flow and the 
needs for cash for the next 6-18 months.

Finance & Investor 
Relationships

Improving the Product

Product Design (Minimum 
Viable Product) 
Initial Product 
Requirements 
Secure Alignment between 
Product Features and 
Market Needs (including 
compliance issues)

Product Management 
Development of Product Roadmaps 
Update and Prioritize Product 
Requirements List in order to Include 
Customer Feedback and market trends 
Enhance Product, adding more features, 
in order to attract / be able to satisfy more 
customers and improve value proposition.

Marketing
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demanding customers. To this respect, product improvement can lead to a better value proposition, and 
enable the start-ups to target more demanding customers, and the potential to increase their customer 
base. From this point of view there is some connection between the challenge of getting more customers 
and improving the product.

Finally, just 10% of the responders identify other needs; their needs vary in this case and include 
issues such as attracting co-founders and employees, establishing and improving processes, setting up 
location or legal issues, protecting their Intellectual Property.

Based on the above, the present study examines the implications of the three main issues identified, 
which are: 1. Gain more Customers (41%), 2. Secure Funding (28%), 3. Improve the Product (24%).

From an operational and business functional point of view, two of the main challenges (getting more 
sales (41%) and improving the product (24%)) are issues relating to the marketing (and sales) business 
functions. More specifically, the challenge of getting more sales can be addressed either in advance, 
during start-up planning phase, or as a business process once the business is running.

At this point it is important to highlight the need of Entrepreneurial Education, with a special focus 
to marketing, and more specifically market analysis and segmentation and product requirements analy-
sis and product design. This is further highlighted by the fact that for 19% of the responders there is a 
need for both product improving and more customers. Despite the fact that statistical analysis does not 
provide causality (e.g. there is no a clear statement that “we need to improve our product in order to have 
more sales” or an even more concluding statement “by improving our product by X,Y,Z features our 
sales will increase up to 15%”). There is also no conclusive evidence whether the challenges to improve 
the product or to improve sales (by getting more customers) are due to the need for careful planning in 
advance, or for effective management of the sales, marketing and product management processes during 
operation; after all, increasing sales by getting more customers and improve the basic product may goals 
and strategies of business in most sectors or the economy regardless of their size and years of operation; 
for a start-up however this can be a critical prerequisite for its very survival.

Considering the high levels of uncertainty start-ups face, it is recommended that during start-up 
planning phase founders should give special focus on improving the market segmentation process and 
product design in the early planning phases of the start-up may reduce risk for start-ups.

Further statistical analysis of the data, seems to provide additional evidence for the need of careful 
planning in the initial planning phases of the start-up, especially in terms of market segmentation and 
targeting (selection of a beachhead market, according to Aulet’s approach (Aulet, 2013)). Regarding 
the findings of the statistical analysis, there is a very weak analogous correlation between the variable 
“Improve Product” challenge and “Gender”. This can be interpreted that women founders are more likely 
to consider “improve product” as a challenge. There is also a positive, analogous, very weak correlation 
between the variables “Improve Product” and “Number of Founders”. One explanation may be that with 
more founders available, more focus can be given on product management, recording and prioritizing 
future product specification and creating roadmaps. As a result a better product may be expected in the 
future and – with the creation of a better value proposition – better sales and overall performance in the 
future.

There is a reverse analogous, weak correlation between the variables “Get more customers” and 
“other” as challenges; this may be interpreted that as founders focus on increasing sales and expanding 
the customer base other challenges become less important – probable been considered less important or 
already met – on the other hand for start-ups that have additional challenges defined as “other” (“other” 
refers to several challenges other than secure financing, get more customers or improve product, and just 
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10% of the founders reported such challenges) it is likewise such challenges to prevent them from actual 
sales; such cases may be team (founders or employee) issues, actual establishment of the company in 
order to be in position to have transactions, etc.

There is an analogous, very weak correlation between the variables “Get more customers” and “Prof 
of Concept”. A positive relationship between these variables is expected, since Prof of Concept is a pro-
cess where the demonstration of a product proves its claims; to this respect it adds to the credibility of 
the solution; the weak correlation is harder to be interpreted – it means that despite a successful prove of 
concept the need to get more customers is still important – such a situation may arise in terms of value 
proposition issues, where the customer is satisfied with the results of the product demonstration but 
unwilling to commit with the asking price – another reason may be customer facing budget problems or 
the solution proposed is not on the customer’s priority list, or longer sales cycles. Such cases may be an 
indication of a need for better market research during the planning phase, especially in terms of market 
segmentation and targeting. On a more positive interpretation, could highlight the need to scale sales 
after a successful Prof of Concept, since this is a common goal for most private companies.

There is a weak, reverse analogous correlation between the variables “Get more customers” and “funds 
required”. The interpretation for this is that founders that request higher amounts from investors require 
more customers, either in order to reduce the need for funding or – a much more possible interpretation 
– to persuade investors for their value proposition in terms of investor / start-up relationship; potential 
investors may be more willing to invest in a start-up with actual and growing sales.

There is a very weak, analogous correlation between the variables “Get more customers” and “new 
approach”. This can be interpreted with the fact that founders with a value proposition and a product 
offering that offers a new approach towards the problem addressed consider as a main challenge their 
need to get more customers. This is something that was anticipated; new approach to a problem, either in 
terms of product features, business model or another approach is associated with a higher risk; or from 
this point of view it is reasonable for founders to consider getting more customers as a critical challenge. 
In each case however, this reinforces the recommendation for effective market analysis, segmentation 
and targeting during the planning phase of the start-up.

Another interesting finding is the weak reverse correlation between the variables “Get more customers” 
and “technology as competitive advantage”. This can be interpreted that start-up founders who consider 
that technology is their source of competitive advantage consider the challenge to get new customers 
as - to a relative degree – a less important one. One reason for this is the opportunity for advanced IT 
solutions to scale, by creating partnerships and alliances with other companies. Open architectures 
schemes, White Label Software and use of API (sets of functions enable connectivity and execution of 
software programs) enables IT companies to enter advanced ecosystems and create partner networks 
that can scale their sales.

There is also an analogous weak correlation between the variables “Get more customers” and “Man-
agement as competitive advantage”. The interpretation is that founders who consider management skills 
to be their company’s competitive advantage consider getting more customers as a key challenge.

A more interesting finding is the analogous weak correlation between the variables “Get more custom-
ers” and “Business model as competitive advantage”. The interpretation is that founders who consider 
their business model to be their start-up’s competitive advantage consider getting more customers as a 
key challenge. This is consistent with academic literature conclusions; since business model innovation 
may offer the opportunity for differentiation, however this opportunity comes at a risk; some market 
segments may find the new business model proposed appealing and become customers of the start-up 
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– other segments will remain loyal to the existing way of doing business, since they already have opti-
mized their operations accordingly. It is therefore important for start-up founders to evaluate carefully 
the market in advance, during the planning phase of their start-up and identify the markets or segments 
where the new model proposed will offer additional value.

There is also an analogous weak correlation between the variables “Get more customers” and “Im-
proved Product”. This means that founders of start-ups who offer an improved version of the product 
in an existing market also consider getting more customers as a main challenge. Offering an improved 
product to an existing market is considered to be a safer strategy; the main risks in this phase is ability 
to scale fast and market responsiveness – in many cases, especially B2B markets, an improved products 
solves a need that is already covered by another competitive product, and existing suppliers may have 
developed switching costs. Customers may be faced with sunk costs in addition to switching ones, and 
credibility of the company can be a key factor – especially in B2B markets, managers may prefer invest-
ing in well known companies instead of start-ups. The is a well know moto in the Greek IT market “no 
one was fired for purchasing from IBM”, which describes the culture of purchasing managers, at least 
up to a certain point. Last and not least, a start-up adopting this strategy, may consider two critical is-
sues; the first one is that – especially for IT markets – improved features and functionality of a software 
product can be easily copied (at least unless protected with relevant copyright or patents) from the exist-
ing competitors, especially from those who already serve the customers and have available resources. 
The second case of course is that the “improved” version of the product that is their proposal needs to 
address critical issues of the customer needs and pains – small technical improvements may be of little 
value to the customer, along with non-important or non-required features. Market research at this point 
is critical in order for start-ups to identify promising segments, where their improved product proposal 
may gain a considerable share of the specific segment.

There is a weak, analogous correlation between the variables “Get funding” and “Age”. There may 
be several reasons for this behavior; older start-uppers are probable more experienced and have a better 
understanding of their business needs, including investments for Intellectual Property Rights and po-
tentially a better estimation of sales & marketing effort. Furthermore, additional funds create a feeling 
of safety net, especially for founders that have families to support. There is also a weak, analogous cor-
relation between the variables “Get funding” and “Education”, which can be interpreted that founders 
with more education tend to consider getting funded as a key challenge; probably for the same reasons 
as presented above. Similarly, there is a very weak, analogous correlation between “Get funding” and 
“Experience”, which means that founders with more working experience as employees tend to consider 
getting funding as a key challenge; the same reasons can also apply as well.

There is also a weak, analogous correlation between the variables “Get funding” and “Business to 
Consumer”. This means that founders of companies addressing to Business to Consumer markets (B2C) 
tend to consider more getting funding as a critical challenge for their start-ups. There can be many reasons 
for this; business to consumer markets usually involves products sold at a relevant low price, therefore 
requires many transactions in order to accumulate a substantial amount as income, while one or few 
business-to-business contracts can provide substantial income; in addition Business to Consumer markets 
may require additional marketing efforts to attract a large enough number of end-customers – in both 
cases cash are required to secure survival of the start-up. Furthermore, there is also a weak, analogous 
correlation between the variables “Get funding” and “Both B2B and B2C”, the same interpretation and 
reasons can also apply, since this involves companies that still need to attract a large number of consumer 
customers, or at least integrate effectively with them (such cases can be social media or fintech, where 
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network externalities and number of users is critical, even though paying customers may be different 
types of business entities, such as advertisers or lenders).

What is interesting is a weak, reverse analogous correlation between the variables “Get Funding” and 
“Sales 100k”; this means that founders of start-ups that achieved sales goals of 100k (euros) consider to a 
less degree getting funding as a challenge for their organization. Creating income from paying customers 
is a great achievement, especially since it actually proves that there is an actual need for the product and a 
market to be conquered; furthermore it proves that the value proposition is accepted and that the offering 
is considered superior to other competitive offerings. Therefore it is reasonable for founders to feel less 
stress regarding getting funding, since their success can lead to investors and financing deals far easier 
and at the same time finance part of their investment plan from actual sales. In this case, apparently a 
strong focus on sales and marketing efforts is recommended in order for the start-up to scale effectively.

There is also a weak, analogous correlation between the variables “Get Funding” and “Amount of 
Funds Required”. This means that the more funding requested from the founders of start-ups in order to 
finance the business, the more important they consider getting these funds as a challenge. This is reason-
able, considering the fact that in case large amounts of funds are required, the harder it becomes for the 
company to collect through actual, organic sales; in many cases these funds are indeed a prerequisite for 
actual sales, and failure to secure such funds will most likely lead the start-up to terminate operations.

There is also a weak analogous relationship between “Get funding” and “New approach”; found-
ers of start-up that offer a new approach to a problem and offer a different value proposition consider 
getting funding as a key challenge. The reasons for this can be similar to the reasons discussed earlier 
regarding the correlation between “Get more customers” and “New approach”; to a large degree due to 
the risk whether the new proposal will be accepted by the market. What can he recommended here is 
focus on careful market research during the initial planning phase of the start-ups, in terms of marketing 
and segmentation.

In addition there is a very weak, analogous correlation between the variables “Get funding” and 
“Intellectual Property”; founders of start-ups who consider that the competitive advantage of their com-
pany is primary their intellectual property also tend to consider getting funding a key challenge for their 
start-ups. A reason for this can be the high costs associated with the protection of intellectual property, 
especially in European and Global level, (including of course USA). Protection of intellectual property 
is a rather expensive (at least for start-ups) and time consuming process; and to this respect having avail-
able funds at the right time, early on the start-up life, is a critical value. In addition creation of material 
worth protecting (such as diagrams and software code, algorithms and specific type of results) is also 
an expensive process, usually requiring highly skilled employees and therefore relevant high salaries 
and costs for the start-up company.

Finally there is a very weak, analogous correlation between the variables “Get Funding” and “New 
Product”; again there is an analogy – and similar managerial implications – with the correlation between 
“Get more Customers” and “New Product”.

At this stage there are some important conclusions to be drawn; First of all, the correlations examined 
were all either weak or very weak; to this respect statistical analysis highlights that there is not a single 
dimensional factor that leads founders to consider a specific key challenge (or more specifically to de-
termine which one of the three more important ones will be their main challenge). On the contrary, it 
appears that there are 3 main challenges and the founders depend on the impact of several factors when 
they try to determine their main challenge or challenges.

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



53

Key Challenges for Greek IT Start Ups
 

A second remark is that certain factors have a more decisive impact on more than one challenge; the 
variable “New Approach”, an indication that the start-up proposes a new answer and a new approach to 
an existing need or problem correlates with both “Get more customers” and “Get funding” variables. In 
both cases correlation is analogous, therefore founders whose start-ups offer a new proposal consider 
both challenges as important; this can be interpreted from the additional stress whether the new pro-
posal will finally be accepted by the market. Furthermore, the variable “amount of funds required” has 
a reverse analogous relationship with “get more customers” challenge and an analogous correlation with 
“get funding” challenge; both of them have been discussed.

A third remark derives not from the correlations identified, but from the cases where there was no 
evidence of correlation significance. There is no evidence of correlation significance between any of the 
challenges identified (Get more customers, Secure Funding, Improve product and other) and variables 
such as “Previous Start-Ups” and “Previous Start-Ups Surviving today” – to this respect, there is no 
correlation between founders who have previous experience in start-ups and successful serial entrepre-
neurs on the IT with a specific challenge. There is also no evidence of correlation significance between 
any of the challenges examined and the founder’s perception of success (whether they consider their 
start-up a success).

Another point to consider is the fact that the majority (74%) of the IT Start-up founders describe their 
solutions as “disruptive”. From this point of view, the task of analyzing the market and define segments 
becomes much harder; “Markets that do not exist cannot be analyzed: Suppliers and customers must 
discover them together. Not only are the market applications for disruptive technologies unknown at the 
time of their development, they are unknowable.” (Christensen, 1997, p. 147).

To make things more complicated, a number of start-ups (45%) face more than one challenge; however 
at some degree (get new customers and improve product) these challenges are – up to a point – correlated.

However, the main challenge that the Greek IT start-uppers face appears to be the Greek macro-
economic environment. During the last 10 years Greece lost about 25% of GDP, while many organizations 
bankrupt; migration of professionals lead to brain drain effect, and capital controls were imposed – in 
this business environment IT investments of established companies were kept to a minimum. A recent 
report from the European Institute of Technology (EIT) released in 2018 concludes: “Greece is not per-
forming well on “Business dynamism” and “Innovation capability pillars”, placing 120th in “Growth 
of innovative companies” and 126th in “Companies embracing disruptive ideas”. Government regula-
tions appear to be holding the country back … as it ranks very low on “Quality of land administration” 
(135th), “Efficiency of legal framework in challenging regulations” (127th), “Burden of government 
regulation” (131st), “Efficiency of legal framework in settling disputes” (133rd) and “Future orientation 
of government” (135th)”. (EIT 2018, p. 9)

According to the EU’s Digital Transformation Scoreboard for 2018, Greece performs lower than the 
EU average in six of the seven dimensions. The country ranks significantly lower than the EU average 
in the areas of “Digital Infrastructure” and “E-leadership”. (EIT 2018, p.17)

LIMITATIONS AND SUGGESTIONS FOR FURTHER RESEARCH

The study examined the ICT start-ups founders participating in a number of exhibitions in the cities of 
Athens and Thessaloniki, for an eight months period, and more specifically from September 2018 to 
May 2019. The study covered start-up companies from various cities of Greece, with the majority of 

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



54

Key Challenges for Greek IT Start Ups
 

founders from the cities of Athens and Thessaloniki, Greece. All start-up founders have participated to 
at least one accelerator program – and to this respect they have the elements of business acumen to run 
their start-ups. However, it has to be noted that there were significant differences at the maturity level 
of the participating start-ups; 15% of the responders did not had established a company, while 62% of 
the start-ups were in fact companies less than 3 years old (2015, 2016, 2018, 2019). Therefore, more 
focused research in the future is recommended to examine start-ups at similar stages of development, 
which may highlight new types of relationships and correlations.

Another key point that needs to be highlighted in this study is that responders were the founders of 
the start-ups – and therefore the study examines perceptions of founders regarding the companies and 
not actual performance of the company, based on pre-defined standards.

Furthermore the sample size consists of 143 founders of ICT start-ups. Additional research is rec-
ommended to take place with an increased sample size, keeping the same key criteria (IT Start-Ups in 
Greece, having completed one acceleration program).

Finally, during most of the the past decade (2008-2018) the macroeconomic environment in Greece 
was characterized by economic decline and stagnation, high unemployment rates, capital controls, 
major cuts in IT investments; brain drain effect, increased taxation, and increased bureaucracy – it is 
therefore reasonable to assume that the economic and business environment was not friendly for start-
up companies as well; to this respect, future research is recommended in more entrepreneurial-friendly 
business environments.

CONCLUSION

Academic studies and the research findings provide the basis for a better understanding of the chal-
lenges the Greek IT start-ups face. First of all Greek IT Start-up founder consider mainly three main 
challenges; getting new customers, securing funding and improving their product. Despite operating in 
a very hard macroeconomic environment, Greek IT start-up founders remain focused on overcoming 
these specific challenges.

An interesting finding is that past entrepreneurship experience, including the launch of successful 
ventures which survive until today from serial entrepreneurs, appear to have no evidence of correlation 
with feelings or success or the specific challenges they face on their current venture. The majority of 
the start-ups founders describe their value propositions as disruptive, however offering new approach to 
solving a problem is in fact associated with the both challenges of getting new customers and get funding.

The study contributes to academic knowledge as an analysis of the perceptions of the start-up founders 
regarding the key changes their start-ups face. The same study provides useful insights for all members 
of the ecosystem, such as policy makers, business angels and venture capital investors and of course for 
future start-up founders.
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KEY TERMS AND DEFINITIONS:

Business Model: The way an organization plans its activities and key relationships with customers 
and suppliers, in order to create and capture value.

Disruptive: A type of innovation which offers some characteristics that offers superior value to 
specific market segments, but not the mainstream market.

Integration: The ability of software systems to communicate seamlessly, exchanging data and ac-
tivating processes.

Intellectual Property: A set of company’s intangible assets protected by legal means, such as pat-
ents, copyrights, trademarks, etc.

Pitch: A presentation of the key characteristics and benefits of the Start-Up, including the problem 
addressed, market size and growth potential, team and competitive advantage.

Prof of Concept: A demonstration of a product or service aiming to satisfy pre-agreed goals, and 
prove value to end customer.

Sales Cycle: The time required to turn a lead to an actual sale, according to the sales process
Start-Up: an organization, formally established or not, that aims to launch a new product or service 

proposal. The main aim of this entity is to test hypotheses, mainly of value to end customer and growth 
potential.

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



59

Copyright © 2020, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.

Chapter  4

DOI: 10.4018/978-1-7998-3648-3.ch004

ABSTRACT

This chapter provides an overview of social skills contributing to SME development in the Russian 
Federation. Building upon prior research and using the data collected by the most recent World Bank 
Enterprise Survey, the author summarizes the main social skills demonstrated by Russian SMEs. The 
indicators published by the 2012 and 2019 Enterprise Survey are further supported by analysis of en-
trepreneurial “success stories” of entrepreneurs published by Russian web-based media. Social skills 
required to run a successful SME correspond to those identified from the Enterprise Survey data, and 
they are evenly distributed among skills comprising the “ways of thinking” and the “ways of working.” 
The chapter concludes with directions for future research and implications for practice.

INTRODUCTION

Researchers have widely recognized social skills as essential contributors that help individual entrepreneurs 
to achieve and maintain their business success (Baron & Markham, 2000). In recent years, the universal 
applicability of these skills and related competencies has become a focus of post-secondary education 
around the globe. Workplace skills such as communication, collaboration, and problem-solving, as well as 
the ability to learn and innovate are essential not only in the field of entrepreneurship, but also in various 
professions, industries, and countries (Griffin & Care, 2015). Specific models and approaches linking 
academic and practical components of education may vary across academic programs and countries, yet 
all of them recognize the need to develop the toolkit of skills to enhance the employability and career 
success of graduates (Abeysekera, 2006; Jackson, 2015; Makarona & Kavoura, 2019; Orrell, 2011).

This chapter will discuss social skills and competencies that are of great importance for owners, 
managers, and employees of small and medium-size enterprises (SMEs), with particular focus on 
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emerging economy of Russia. First, Russian SMEs represent an under-investigated segment of emerg-
ing economies. Countries of former Soviet Bloc, often referred to as transition economies, constitute a 
small, yet essential part of global economy. Some of transition economies have successfully integrated 
in the European Union, whereas others still struggle to redesign their socio-economic systems while 
dealing with obstacles such as economic and political turbulence, crime, and corruption. Second, Rus-
sian higher education has been practicing work-integrated learning for over fifty years (Khohlov, 1994; 
Fedko & Dolgun, 2004). Institutions of higher education have tailored mandatory “placements” to specific 
academic programs, and they exposed students to real-life workplace environments and experiences. In 
recent years, Russia has been moving its experiential and work-integrated education towards developing 
more interdisciplinary skills and “cross-professional” or general competencies required in the modern, 
innovative, and service-oriented economy (Bogoudinova & Kazakova, 2018; Morozova & Suzdalova, 
2014). New educational standards combine traditional placements with multiple elements of experien-
tial learning aimed to build interdisciplinary and general competencies. Therefore, it is reasonable to 
expect that Russian graduates may have more social skills than previous generations when entering the 
workforce. Graduates have some professional experience and personal contacts; and perhaps they have 
faced the need to learn and develop new skills fairly quickly. Therefore, it would be interesting to identify 
specific social skills and competencies that contribute to success of Russian entrepreneurs and SMEs.

This chapter will continue with brief review of the literature on skills and competencies that are instru-
mental in advancing entrepreneurship and SME development in emerging markets. The author presents 
a summary of the recent World Bank Enterprise Survey report highlighting the main characteristics of 
Russian SMEs, with particular focus on topics related to social skills and competencies. The author 
further illustrates key social skills by analysis of interview data on SME “success stories.” Finally, this 
chapter will conclude with discussion of findings and implications.

SOCIAL SKILLS CREATE BIG PERSPECTIVES FOR SMALL BUSINESSES

Social skills can be broadly defined as general abilities and personality traits that allow individuals to 
develop competencies to navigate various social situations, build effective communications, and cre-
ate positive impressions. Baron and Markham (2000) argue that advanced social skills contribute to an 
entrepreneur’s success by enhancing his or her social capital and providing access to wider range of 
resources. Generic or cross-professional competencies are built upon social skills; they reflect one’s 
ability to communicate ideas, participate in a teamwork, develop and apply new knowledge, follow good 
ethics, think critically, etc. Generic competencies representing bundles of social skills, knowledge, and 
related behaviors are essential in any country, industry, company, or job position.

Social skills are especially important for SME development as they enhance the quality of its human 
capital. Individual entrepreneurs often act as founders, owners, and managers of small and medium en-
terprises. Thus, entrepreneurs contribute to SMEs’ approach to doing business, including performance, 
patterns of growth and development, etc. While entrepreneurs play a pivotal role in starting and running 
their businesses, other employees may make significant contributions into SMEs’ long-term success. 
SMEs often have fewer resources than larger enterprises, and they serve smaller or less attractive market 
segments. Under these circumstances, the human capital of SMEs becomes their critical asset that can 
help to sustain and grow the business. Therefore, when discussing the role of social skills in SME de-
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velopment, this study will look at SME human capital (i.e., the various internal stakeholders, including 
SMEs owners (entrepreneurs), top managers, and employees).

Researchers consider entrepreneurship to be one of the greater contributors to economic growth, in-
novation, competitiveness, and job creation around the world. Organization for Economic Co-operation 
and Development (OECD) reports that SMEs and individual entrepreneurs make significant contributions 
in their national economies providing between 45% and 70% of jobs, up to 30-40% of GDP, and playing 
an important role in fostering knowledge-sharing and innovations (OECD, 2017). Personal characteristics 
of entrepreneurs as well as contextual factors are known to influence the state of entrepreneurship in both 
economically advanced and developing countries. Bosma and Kelley (2019) have highlighted the various 
types and facets of entrepreneurship in the latest Global Entrepreneurship Monitor 2018/2019 Global 
Report (GEM). According to 2018/2019 GEM, early stage and micro-entrepreneurship is more evident 
in emerging and developing countries, as is seen as a job-creation tool. Developed countries encourage 
long-term, growth oriented entrepreneurial undertakings, as well as organizational development through 
entrepreneurial activity of employees and managers. Twenty years of GEM research have expanded 
the range of studied countries and revealed the evolving nature of entrepreneurial activities, motives, 
and impacts on socioeconomic development. Over the years, emerging economies have demonstrated 
higher levels of entrepreneurial activity than developed ones. Researchers have analyzed GEM data to 
look at different aspects of entrepreneurship across the world, and they have found that well-developed 
professional and social skills are associated with high-impact entrepreneurship (Estrin, Mickiewicz, 
Stephan, & Wright, 2018). In turn, this kind of entrepreneurship increases the level of innovations and 
technological advancement that stimulate economic growth (Acs, Estrin, Mickiewicz, & Szerb, 2018). 
Unfortunately, many emerging economies lag behind on high-impact, innovative entrepreneurial ventures 
and lean towards traditional small and family business activities. Research suggests that SMEs demon-
strate lower levels of productivity than larger firms due to weaker managerial skills, lack of training, 
limited access to business networking and technological innovations (Gray & Mabey, 2005; Marchese, 
Giuliani, Salazar-Elena, & Stone, 2019). Marchese et al. (2019) indicate that institutional environment, 
availability of state support, size of a firm and type of its business affect the bundles of skills developed 
by SMEs in advanced and emerging economies.

Cross-country analysis of entrepreneurial activities and outcomes provided in the GEM and OECD 
reports is complemented by country-specific evidence. Entrepreneurs in low-income emerging countries 
require both better education and supportive institutional environments as main conditions to develop 
their businesses. For instance, Zamberi and Xavier (2012) argue that nascent entrepreneurs in Malaysia 
lack proper education and rely on family-centered networks to support their businesses. In mid-income 
transition economies, such as China and Russia, entrepreneurs are motivated toward success and sup-
ported by extensive social networks. Furthermore, they have better education and knowledge of their 
national business environment (Djankov, Qian, Roland, & Zhuravskaya, 2006; Gudov, 2013). Researchers 
recognize strong motivation, friendly attitude, and other positive personal characteristics as important 
contributors to success for Turkish entrepreneurs (Benzing, Chu, & Kara, 2009). However, the use of 
innovative advanced skills and technologies in emerging economies may be limited, as illustrated by 
Kavoura and Koziol (2017) for the case of Polish SMEs. Therefore, prior research indicates that both 
level of knowledge and social skills shape entrepreneurs’ abilities to start and develop more impactful 
and innovative businesses, even in underdeveloped institutional environments.
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SMALL AND MEDIUM SIZE FIRMS IN RUSSIA: MAIN 
OBSTACLES AND KEYS TO SUCCESS

External Environment and SME Development

For a number of years, the Russian Federation undergoes massive changes related to economic liberal-
ization and modernization. Over the period of socio-economic transition, the state has provided support 
to large projects and key industry players, while maintaining significant control over them; however, 
the state did not do much for bridging the gaps in cooperation across regions and among small business 
organizations (Osipov & Skryt, 2016). Russian SMEs face many developmental challenges, including the 
need for more transparency in registration, employment, reporting practices and access to governmental 
programs (Velinov & Ponomarev, 2016). As the literature suggests, the Russian institutional environ-
ment continues to demonstrate high levels of regulatory uncertainty, hostility, and corruption (Puffer 
& McCarthy, 2015; Schulze, Sjahrir, & Zakharov, 2016; Wales, Shirokova, Sokolova, & Stein, 2016). 
The level of entrepreneurial confidence is low, while the overall risk of doing business is quite high 
(Petrov, Abramov, & Michailov, 2018). The recent Doing Business report (World Bank Group, 2019а) 
shows some positive trends in rankings and topics related to components of Russian business environ-
ment. Policy improvements include easier trading across borders, faster process of getting electricity 
and construction permits, and higher tax depreciation rates. Russia’s overall score for the ease of doing 
business places it as #28 on the list of 190 countries surveyed. However, specific rankings for trading 
across borders (#99), paying taxes (#58), resolving insolvency (#57) and protecting minority investors 
(#72) remain relatively low. These particular indicators reflect access to finance, ease of conducting 
daily operations and security of business environment (World Bank Group, 2019а). All these aspects 
are extremely important for resource-constrained SMEs, and they need improvement.

There’s no single standard for SME criteria and definition. World Bank Group research applies vari-
ous definitions when it comes to discussing SMEs and related issues (World Bank Group, 2019d). Spe-
cifically, employment thresholds set in the methodology section of the World Bank Enterprise Surveys 
(World Bank Group, 2019c) define firms with five to 19 employees as “small”, and firms with 20 to 
99 employees as “medium” firms. These criteria are somewhat close to those stipulated by the Federal 
Law of July 24, 2007 Nº 209-FZ “On the development of small and medium entrepreneurship in the 
Russian Federation” and by the Government Decree of February 9, 2013 Nº101 “On the thresholds of 
sales revenues for each SME category”. Russian law classifies businesses with up to 15 employees as 
“micro-enterprises”, firms with 16 to 100 employees – as “small; firms with 101-250 employees are 
considered “medium” enterprises. Micro and small businesses in Russia may operate as individual 
entrepreneurs without legal status, as farmers, or as legal entities. These categories of small firms are 
subject to different record-keeping and reporting standards. Legal entities are monitored more closely 
than farmers and individual entrepreneurs operating under simplified tax system. Therefore, Russian 
entrepreneurship is quite diverse in organizational forms, and statistics on SMEs is somewhat unreliable 
and inconsistent across different legal forms and industries. The Federal State Statistics Service of the 
Russian Federation (Rosstat) collects key indicators on Russian SMEs and publishes them annually in 
a statistical year book. Table 1 provides some indicators of SME development in Russia.

As Table 1 suggests, micro and small enterprises with up to 100 employees constitute the bulk of all 
Russian SMEs. 90% of all SMEs are “micro” enterprises, 9.5% are small firms, and 0.5% are medium 
firms (Federal State Statistics Service of the Russian Federation, 2019). This is similar to other emerg-
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ing countries, even though some microenterprises registered as individual entrepreneurs may have sales 
revenues placing them under “small firm” category. Over 70% of Russian individual entrepreneurs 
(SME owners) are located in urban areas, and have completed some post-secondary education. 37% of 
full-time entrepreneurs are female, 63% are male; but gender balance is more evident in the category of 
part-time entrepreneurs. About 50% of SME legal entities operated in various service industries, 21.2% 
were involved in manufacturing and construction, and only 2.1% worked in agriculture, forestry and 
fishery. Unlike Rosstat and Table 1, the website of Federal Taxation Service (https://rmsp.nalog.ru/sta-
tistics.html) presents another view on SME industry structure. Ten “most popular” industry codes for all 
SME categories in the year 2018 include construction and infrastructure development (39%), agriculture 
(28%), wholesale (20%), private security services (8%), and shipping (5%). While different from Ros-
stat information, this data set provides another perspective on entrepreneurial activities conducted by 
Russian SMEs. The website of Federal Taxation Service also illustrates SME geographical distribution: 
25% of SMEs are located in Ural, Siberia, and Far East, and 75% are concentrated in European part of 
Russia. This proportion holds for both legal entities and individual entrepreneurs. Taken together these 
pieces of information imply that the level of SME development, as well as specific needs of businesses 
and entrepreneurs vary across industries, regions and types of Russian SMEs.

Adding to Russian national data, the Enterprise Survey reports (www.enterprisesurveys.org) are 
conducted by the World Bank. Enterprise Surveys present some of the most comprehensive and reli-
able indicators of Russian business environment and various categories of firms. Furthermore, the in-
formation in these reports is collected in collaboration with the European Bank for Reconstruction and 
Development. Researchers often refer to the Enterprise Survey for Russian Federation as the Business 
Environment and Enterprise Performance Survey (BEEPS). Country profile and broader data sets for 
the Russian Federation are available for the years 2009, 2012, and 2019. Researchers collected the data 
for the most recent survey between January and July of 2019. In total, 1,323 owners and top managers 
of Russian enterprises (small, medium, and large) participated in this study, which was published in 
November, 2019. Main indicators presented in 2019 Russian Federation Country Profile illustrate the 
various components of the business environment through the average firm-level characteristics for all 
participated firms (World Bank Group, 2019b). The number of firms surveyed in 2019 was much smaller 
than the 4,220 firms surveyed in 2012, and several indicators were excluded from the most recent data 
collection. Therefore, it seems reasonable to complement the Enterprise Survey information for 2019 by 
downloading the full data file, and using some metrics of the Russian business environment collected in 
2012. Enterprise Survey data set provides additional comparison by contrasting the Russian Federation 
to “all upper-middle income countries” and to the regional group of Europe and Central Asia. Table 
2 illustrates some firm characteristics and performance indicators used in Russian Federation 2019 
country profile.

In addition to country profile, one can browse or download the full data set (World Bank Group, 
2019b), and use country-specific information collected in various time points between 2009 and 2019 to 
calculate and compare national, regional, and world averages. Based on the abovementioned data set, it 
is safe to conclude that the Russian business environment has improved between 2009 and 2012, and all 
three types of surveyed enterprises (i.e., large, medium, and small) demonstrated positive changes. For 
instance, in 2012 survey data annual sales have increased on average by 4.7% for small-size firms and 
by 3.2% for medium-size firms. The latest information (see Table 2) presents a very different picture: in 
2019, SMEs reported declining sales, with “negative growth” between -1.6% and -2.2% for small and 
medium enterprises, even though employment trend remained positive.
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The average level of bribery in Russia was fluctuating. Percentage of firms involved in at least one 
bribery incident has decreased from 27.3% in 2009 to 14.2% in 2012, and then it bounced back to 26.8% 
in 2019. This is much higher than 12.3% of firms reporting bribery in Europe and Central Asia. The 
practice of “informal gifts and payments” intended to speed-up the access to key public services and 
infrastructure is persistent, too. Gift giving can be viewed as “hidden bribery”, and this practice varies for 
specific services, industries, regions, and firm sizes (World Bank Group, 2019b). For instance, in 2012, 
up to 47% of Russian SMEs were involved in gift-giving to get an import license, and in 2019, 61% of 

Table 1. Selected statistical data for various categories of Russian SMEs

Indicators 2017 2018

Number of small enterprises* 2754577 2659943

Number of medium enterprises** 13309 13682

Percent of SMEs (legal entities only) operating in:

  • wholesale, retail and auto repairs n/a 34.8

  • construction n/a 12.7

  • professional services n/a 9

  • manufacturing n/a 8.5

  • real estate services n/a 7.7

  • shipping and logistics n/a 6.5

  • agriculture, forestry and fishery n/a 2.1

  • other industries n/a 18.7

Percent of full-time female individual entrepreneurs 37.0 37.8

Percent of part-time female individual entrepreneurs 45.9 47.2

Percent of full-time male individual entrepreneurs 63.0 62.2

Percent of part-time male individual entrepreneurs 54.1 52.8

Percent of full-time individual entrepreneurs located in urban areas 71.9 71.9

Percent of part-time individual entrepreneurs located in urban areas 77.4 74.9

Percent of full-time individual entrepreneurs located in rural areas 28.1 28.1

Percent of part-time individual entrepreneurs located in rural areas 22.6 25.1

Percent of individual entrepreneurs by level of education:

  • university 27.9 27.4

  • college 42.6 42.7

  • high school 24.6 24.7

  • middle school/ incomplete 4.9 5.1

Percent of individual entrepreneurs by age groups:

  • under 30 years old 15.5 15

  • 30-59 years old 78.3 76.7

  • 60+ years old 6.2 8.3

* Including micro-enterprises
** Excluding state-owned or municipal enterprises
Source: Federal State Statistics Service of the Russian Federation (2019)
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medium firms reported giving gifts for obtaining a construction permit. On average, gift giving by all 
surveyed Russian firms occurs two to three times more often than in its regional group of Europe and 
Central Asia. This unfortunate practice alone indicates that the owners and managers of Russian SMEs 
get to use some of their social skills more often than their regional counterparts. Perhaps an increase in 
gift-giving is related to the economic sanctions that were imposed on Russia since 2014. Restrictions 
on doing business are most painful for smaller enterprises that have limited resources; the sanctions put 
SMEs at a greater disadvantage compared to large companies. Therefore, it is possible that extensive 
gift-giving is used as the way to compensate for decreasing sales and keep SMEs operating in difficult 
economic conditions.

Tenacious gift-giving also illustrates the on-gong importance of “who you know” versus “what you 
know” as one of the key factors driving entrepreneurial activity in the Russian Federation (Afanassieva, 
2015; Batjargal, 2007; Totskaya, 2015). Over a number of years, the Russian business environment re-
quired that firms of all kinds to be involved in extensive networking to ensure their survival and adequate 
performance. Most of SME networking in Russia is built upon domestic relations and partnerships. 
On average, Russian firms are less involved in direct and indirect exporting than firms in Europe and 
Central Asia. The gap is especially noticeable for small firms that are 2 to 3 times less likely to export 
their goods or services (World Bank Group, 2019b). This fact may imply that Russian entrepreneurs are 
cautious about expanding their social capital abroad, or perhaps they lack knowledge and skills required 
to conduct foreign operations.

In addition to the important aspects of macro-environment discussed above, the Enterprise Survey 
covers topics directly related to social skills and the level of their development. Table 3 presents numerous 

Table 2. Selected Enterprise Survey indicators used in Russian Federation 2019 country profile

Indicators
Russia 
2019 - 

all firms

Russia 
2019 

-small 
firms

Russia 
2019 

-medium 
firms

Europe 
and 

Central 
Asia

All upper-
middle 
income 

countries

Firm characteristics:

  • age of the establishment, years 11.4 10.7 12.6 15.6 17.4

  • percent of firms with female participation in ownership 34.0 35.8 29.9 32.9 39.5

  • percent of firms with a female top manager 24.3 24.6 24.5 18.3 19.3

  • proportion of permanent full-time workers who are female (%) 39.2 40.8 36.7 37.5 35.6

  • percent of firms offering formal training 11.8 11.0 11.1 33.8 37.4

Performance and trade:

  • real annual sales growth (%) -1.6 -1.6 -2.2 2.7 0.3

  • annual employment growth (%) 3.4 2.2 6.5 3.6 4.2

  • percent of firms importing directly or indirectly (at least 10% of 
sales) 7.1 3.6 17.8 19.2 14.1

  • percent of manufacturing firms using material inputs and/or 
supplies of foreign origin 54.2 51.2 56.6 65.3 63.5

Source: World Bank Group (2019c, p.11)
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indicators covering the situation for “Innovation and Technology.” The vast majority of Russian SMEs use 
the Internet as a way to increase their visibility and to improve their interactions with investors, business 
partners, and customers. Up to 2/3 of surveyed SMEs have their own websites, and over 90% use email 
communications. In terms of Research and Development activities (R&D), Russian SMEs lag behind on 
new product and new process development, but they are very active in R&D spending. Taken together, 
between 2012 and 2019, Russian SMEs have demonstrated well-developed skills and competencies for 
building communications, using technological innovations, and developing new products and services.

“Gender” and “workforce” are two other topics that cover issues related to social skills. Both 2012 and 
2019 Enterprise Surveys provide an account of gender diversity demonstrated by the Russian workforce. 
According to 2019 data (World Bank Group, 2019b), half of all full-time workers were female; and SMEs 
reported having 37% to 40% of female employees. The average for female representation in ownership of 
all enterprises was 34%, and that statistic is above the 33.2% of female representation reported for Europe 
and Central Asia. In fact, the subgroup of SMEs’ female participation in ownership has also improved, 
ranging between 30% to 35% for medium and small firms. The percentage of SMEs with a female top 
manager was also higher in Russia than in the region of Europe and Central Asia (24.5% vs. 16 to 19%). 
Gender diversity implies more complex relations within and between business organizations, and a need 
to develop additional adaptive approaches to managing SME workforce and operations.

In terms of workforce assessment, Russian SMEs reported that well over 80% of their workers were 
qualified for the job. This statistic may imply that the existing system of mandatory industry placements 
provides the required experience and improves practical knowledge of graduates. Only a small portion of 
SMEs (11%) provided formal training to their employees. However, this practice indicates that attention 
is being paid to continuous learning and to development of SME human capital. Researchers widely 
accept that SMEs have limited access to resources in comparison to large firms. Most SMEs are not 
able to sustain their internal unit dedicated to on-the-job teaching and learning. Therefore, it is safe to 
conclude that invited consultants completed all formal training reported by Russian SMEs. Alternatively, 
employees were sent to short courses, seminars, and other professional development events. In either 
case, continuous learning in SMEs provides some exposure to a broader professional community and 
helps professionals practice interpersonal communication skills.
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The summary of recent Enterprise Survey findings allows us to make the following conclusions on 
social skills demonstrated by Russian SMEs:

• Effective communication skills are used for direct and indirect interactions with partners, clients 
and general public.
 ◦ Emails provide a fast and reliable mode of communication.
 ◦ Websites help to create awareness of SMEs’ products and services, maintain a positive im-

age, and demonstrate that SMEs are technology-friendly.
• Ability to innovate is evident, but Russian SMEs can develop it further.

 ◦ Products and services “new to the market” indicate that SMEs are able to think outside of the 
box and find and implement new ideas.

 ◦ Investments in R&D improved between 2012 and 2019.
 ◦ Lower product and process innovation may signal low potential for long-term incremental 

innovation.
• Skills in building and managing human capital need more development.

 ◦ Providing additional training to employees and managers may indicate that SMEs are inter-
ested in building strong teams.

 ◦ On-the-job training contributes to professional development and therefore improves the 
quality of the SME workforce.

Table 3. Innovation and technology: selected indicators for SME subgroup, (%)

Small firms Medium firms

Innovation and technology Russia 
2012

Russia 
2019

Europe 
and 

Central 
Asia

All upper 
- middle 
income 

countries

Russia 
2012

Russia 
2019

Europe 
and 

Central 
Asia

All upper 
- middle 
income 

countries

Percent of firms having their 
own website 55.2 53.8 58 36.7 68.8 67.6 71.4 55.4

Percent of firms using e-mail 
to interact with clients/
suppliers

92.4 n/a* 86.8** 68.8** 97.5 n/a 86.8** 68.8**

Percent of firms that 
introduced a new product/
service

17.0 6.8 29.7 33.5 31.8 18.3 34.2 42.5

Percent of firms whose new 
product/service is also new to 
the main market

65.8 31.2 63 63.7 73.2 61.1 65.5 67.2

Percent of firms that 
introduced a process 
innovation

15.5 7.9 17.4 27 29.3 24.1 23.7 36.6

Percent of firms that spend 
on R&D 7.5 48.5 32.6 19.2 19.3 60.1 39 28.5

* 2019 data is missing
** for all firms, subgroup information is not available
Source: World Bank Group (2019b)
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 ◦ Training programs and activities may indirectly strengthen problem-solving skills, team-
working, and networking abilities.

 ◦ The percentage of firms offering formal training is three to four times below the regional 
average for all Russian firms, including SMEs. This useful practice needs to be developed at 
a much larger scale.

• Networking skills need improvement.
 ◦ Lack of institutional support strengthens the role of SME social capital and external net-

working, and Russian SMEs are actively involved in building and maintaining relations with 
clients, partners, and government officials.
 ▪ Networking helps to develop competencies and personality traits that would allow in-

dividuals to navigate and adapt to various social situations, build effective communica-
tions, and create positive impressions.

 ▪ Ethical aspects of networking with government officials and the practice of gift-giving 
are questionable. This kind of networking undermines formally declared efforts to cre-
ate a more transparent, fair, and enabling institutional environment.

 ▪ Russian SMEs are focused on domestic activities; their level of internationalization is 
low. SME social networking may be limited to the Russian Federation only.

Success Stories: What are the Common Themes Across Industries?

While the Enterprise Survey collects information from thousands of firms, the data is mostly quantita-
tive. To illustrate the qualitative aspect of social skills in SME development, this study has reviewed 
“success stories” of individual entrepreneurs and their SMEs. The authors screened non-governmental 
web resources aimed to provide various business information for semi-structured interviews featuring 
successful entrepreneurs. The authors collected the purposeful sample of 102 interviews from two Internet 
sources: www.openbusiness.ru and www.secretmag.ru. The authors chose these online resources as they 
target entrepreneurs and SME managers and provide them with on-going updates on macro-environment, 
taxes, and business regulations. Additionally, they discuss new business ideas. Both OpenBusiness.ru 
and SecretMag.ru had no formal affiliation with government structures. Therefore, they were not aiming 
to promote specific programs and SME support opportunities provided by federal or regional grants. 
They both had on-going projects on collecting and disseminating the stories of entrepreneurial success 
with no particular focus on industry, region, and type of firm. SMEs featured in success stories were 
also diverse in terms of their age, size, and scope of operations.

The authors only selected the interviews focused on personal stories of entrepreneurs that discussed 
success factors and challenges of starting and running an SME. We have calculated the share of male 
and female representation in research sample. Sixty-three interviewees were male (62%) and 39 were 
female (38%); this proportion is similar to the average female representation in SME ownership reported 
in the 2019 Enterprise Survey. The interviews were posted on OpenBusiness and SecretMag websites in 
2017-2019 years. Entrepreneurs featured in those success stories were running their businesses from one 
to 19 years, with an average age of SME in the working sample being between seven and eight years. 
Eighty-eight SMEs, (i.e., 86% of the sample) represented various types of services (e.g., information 
technology, retail, consulting, vocational training, entertainment, social services, etc.); fourteen SMEs 
were in manufacturing (for both business to business and business to consumers segments).
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The interviews varied from 1,000 to 2,500 words in length, and in many cases, up to 50% of the con-
tent was related to entrepreneurs’ personal stories, discussion of specific products or services offered by 
their SMEs, and general business advise. The researchers coded all interviews manually in the original 
Russian language. A trained research assistant completed the initial coding, and the leading researcher 
verified the coding. Building on the ideas of Griffin and Care (2015), the authors arranged the content 
of interviews into two broad categories: ways of thinking and ways of working. Social skills related to 
ways of thinking included creativity, innovative and critical thinking, learning, problem-solving, and 
decision-making. Ways of working included skills for communication and collaboration, networking and 
team-building. In the process of coding, the researchers identified all individual skills and formulated 
related competencies. The authors articulated ten broad competencies common for all interviews for the 
ways of thinking, and they articulated nine categories for the ways of working. Table 4 illustrates the 
competencies derived from success stories of Russian entrepreneurs and their SMEs.

All competencies listed in Table 4 were complex (i.e. they combined several social skills). Further-
more, most competencies related to “ways of working” also required skills related to “ways of thinking.” 
The authors identified critical thinking and learning skills as the most important social skills in both 
categories; they attributed these skills to 10 competencies in total. Communication skills were present in 
all nine “ways of working” competencies. Collaboration and decision-making skills were part of seven 
competencies, and problem-solving skills were present six competencies. Creativity and innovative think-
ing were less frequent among the skills associated with drivers of SME success. Perhaps the relatively 
lower importance of creativity and innovation can be attributed to the nature of SMEs featured in suc-
cess stories. The researchers could only classify 16% of all firms as innovative, high-technology firms. 
All manufacturing SMEs in the sample represented traditional, low-technology small businesses, even 
though they have produced quality products. Additionally, over 10% of service SMEs were franchisees 
and followed a pre-set business model. Other SMEs delivered services such as various types of retail, 
tourism, event management, vocational training, personal consulting, and personal and social services. 
Table 5 presents the summary of social skills identified for all nineteen competencies in two categories.

Table 4. What drives SME success: main interview topics and findings

Topics Ways of Thinking Ways of Working

Business Idea 
and Start-up

• Understand your motivation and professional background for 
starting a business. 
• Assess the industry and/or customers.

• Active search for investors. 
• Engage business partners. 
• Franchising.

Main 
Challenges

• Assess seasonality of demand. 
• Consider flexibility of product / service offerings. 
• Use the low demand period for revising SME operations, 
training, team-building, etc. 
• Be ready to combine traditional media, internet, and direct 
marketing.

• Build the team of professionals. 
• Test multiple ways of communication with 
customers.

Keys to 
Success

• Understand the needs of customers. 
• Understand business partners and employees. 
• Pay attention to emerging industry trends. 
• Find affordable ways to innovate.

• Find a compromise between one’s own ideas and the 
needs of partners and clients. 
• Be prepared for digitalization of business 
interactions: use internet platforms, social networks. 
• Use extensive networking. 
• Value continuous learning.
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In addition to the various skills discussed above, the interviewees specifically named negotiation 
skills as the most crucial skill in building supply and distribution channels, suggesting that SMEs are 
successful if their clients achieve their desired outcomes. Finding the right employees and managers, 
being able to delegate responsibilities, and focusing on the future goals were the second most important 
factors of success. At the same time, this task of putting together an effective team was among the biggest 
challenges faced by Russian SMEs. Critical importance of human capital, and challenges in developing 
it were well aligned with the data presented by the Enterprise Survey.

About 2/3 of the interviewees mentioned the ability to think outside of the box and use innovative 
approaches in delivering traditional products, or introducing the products and services, but these skills 
were not very evident in the summarized competencies for success. One of the explanations may refer 
to the somewhat arbitrary use of “creativity” and “innovation” as popular buzz words without providing 
specific details on what innovative and creative thinking meant for specific SMEs.

Entrepreneurs gave some additional details on communication and collaboration when they discussed 
their approaches to industry analysis, and to building their professional networks. In addition, interviewees 
discussed traditional instruments, such as trade fairs, exhibitions, and business forums, as useful for as-
sessing new market trends and competitors. Entrepreneurs used these instruments selectively as finding 
the right venue or event was time-consuming and expensive, especially for entrepreneurs who did not 
have enough professional experience and had started their business in a new industry.

Entrepreneurs and SMEs were actively involved in exporting, which interviewees referred to as 
building their foreign operations upon ethnic connections (diaspora networks). Entrepreneurs used these 
networking resources to introduce Russian products and services abroad. SMEs that focused on domestic 
expansion were more likely to introduce franchising as the way of reproducing successful business mod-
els and access new regions and markets within Russia. Moreover, resource-sharing, such as technology 
and promotional costs, were among factors supporting growth through franchising. On a similar note, 
entrepreneurs with limited experience in their chosen industry referred to franchising as a viable option 
to fast-start a business and learn from experiences of their franchisor and fellow franchisees. Female 
entrepreneurs were more willing to consider social outcomes as part of their SME performance. Overall, 
in both categories, key success factors were related to critical and creative thinking, high adaptability to 
changing environment, and willingness to learn.

Table 5. Summary of social skills associated with competencies of successful SMEs

List of Social Skills Count of Skills for Ways of 
Thinking

Count of Skills for Ways of 
Working Total

Collaboration 7 7

Communication 9 9

Creativity 3 3

Critical Thinking 8 2 10

Decision Making 3 4 7

Innovative Thinking 2 3 5

Learning 5 5 10

Problem Solving 5 1 6
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Analysis of “success stories” supports the findings derived from the aggregate data provided by the 
Enterprise Survey reports for the Russian Federation. Enterprise Survey data indicates that Russian SMEs 
demonstrate good skills for building effective communications, being innovative and creative in their 
activities. Qualitative information collected from successful entrepreneurs supports statistical data, and 
refers to the same social skills related to both thinking and bringing ideas into practice.

FUTURE RESEARCH DIRECTIONS

This chapter has focused on the importance of social skills in entrepreneurship and SME development. 
The analysis of open-access quantitative and qualitative data has illustrated the context of entrepreneurial 
activities in the Russian Federation. The main findings confirm that social skills greatly contribute to 
successful SME development across different institutional settings. These skills are essential for starting 
a business, overcoming daily challenges, and building relations with employees, partners, and custom-
ers. Country-specific environment may affect the toolkit of skills and competencies. For the Russian 
Federation, the key social skills are related to building supportive networks, extensive negotiating, and 
finding effective ways to access industry participants, including customers. These skills are meant to 
overcome environmental deficiencies, such as access to infrastructure, financing, corruption, and bribery. 
The Enterprise Survey data and success stories of Russian SMEs identify communication, learning, and 
innovation as essential factors that stimulate growth and increase competitiveness of any SMEs, from 
small traditional firms to high-technology ventures. Both ways of thinking and ways of working are 
critical for building a successful business.

More research is needed to measure specific social skills in real business situations and across mul-
tiple countries. Testing the impact of experiential learning on young entrepreneurs is another prominent 
avenue of research. Research widely supports the importance of high-impact entrepreneurship for eco-
nomic development, yet recommendations for practice are focused on institutional environment. Further 
research into the impact of social skills on SME performance would benefit entrepreneurs and managers 
by providing directions for advancement of their business.

CONCLUSION

At the end of 2018, the Russian government introduced a new national project aiming to support en-
trepreneurship and boost the contribution of Russian SMEs to economic development. Future Russia 
web portal (https://futurerussia.gov.ru/) is dedicated to all newly introduced national projects, including 
the one aimed to support entrepreneurship and SME development. The six-year-long project is very 
ambitious: with a budget of 481.5 billion roubles, it includes five subprojects and annual targets to be 
achieved (TASS Russian News Agency, 2019). The subprojects aim to provide SMEs with better ac-
cess to financial resources, help them to grow faster, advance SMEs in agriculture, build an enabling 
environment, and promote entrepreneurship through the variety of national media.

Russian SMEs need to close the gap in social skills identified through the Enterprise Survey data. 
Additionally, SMEs need to move from traditional to high-impact, innovative SMEs recognized by GEM 
as the prominent avenue for entrepreneurship and SME development. The Doing Business 2019 report 
(World Bank Group,2019а) has listed the Russian Federation among economies with the most improved 
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score for the ease of doing business. The goals set for the national project attempt to build upon this 
achievement and increase the number of SMEs, their level of technological advancement, and their export 
potential, etc. The goals of this project include the creation of SME support system, which will inform 
and train individual entrepreneurs and SMEs on proper ways of doing and expanding their business.
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ABSTRACT

Online reviews have become a significant source of information for travel planning, influencing con-
sumers purchasing decisions and behaviour. This study aims to explore the impacts of online reviews 
on hotel booking intentions and its significance for entrepreneurial success. It evaluates features from 
the content of online reviews to understand their impacts upon customers’ online booking intention in 
hotels. Content analysis findings of relevant literature indicates positive causal relationship between 
online review volume, valence, quality, and online booking intention. There is a significant negative 
impact of negative online reviews on online booking intention, whilst positive online reviews can gain 
positive influence. Consumer tend to be more influenced by negative reviews than positive ones. Social 
media and online travel agent sites are popular internet platforms used. The influence of online reviews 
on hotel performance is very significant. Hotel entrepreneurs are recommended to pay close attention 
to online reviews and its impacts and effectively manage reviews.
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INTRODUCTION

Online reviews create an outstanding phenomenon for consumers who want to get better experience at 
making a purchase decision. Electronic word of mouth (e-WOM) is perceived as a marketing tool with 
significant influences on hospitality industry (Li et al., 2009, Kamble et al., 2020). When customers 
are planning to travel or make a hotel booking, they usually seek for advice from reviews as a tool in 
decision-making due to unfamiliarity with new destinations (Sparks & Browning, 2011). Consumers 
now rely on e-WOM as a tool for seeking information about intangible products as hotels, restaurants 
and online service (Litvin, Goldsmith & Pan, 2008). Easily accessible internet allows customers to ac-
cess reviews posted by previous customers which helps in purchase decision making. Internet provides 
suitable platforms for eWOM to operate such as blog, forum, and travel websites. However, the appear-
ance of social media platforms as Facebook, Twitter, and Instagram have brought about new dimensions 
for online reviews (Xiang & Gretzel, 2010). Consumer can post their reviews online as a part of their 
reaction when they feel disappointed by a service or betrayed by a hotel (Gregoire & Fisher, 2008). In 
addition, the motivation for posting review comes from multitude of reasons but the main reason is the 
concern for other consumers (Hennig-Thurau et al., 2004). As a result, customers freely discuss and 
exchange their experiences and comments about hotel quality and service to their peers, family, friends 
and potential customer. Some review website like TripAdvisor are applying algorithms to make online 
reviews become more trustworthy and reduce biased negative reviews rate (TripAdvisor, 2018). Therefore, 
the quality of reviews have improved which could increase the trust and confidence from consumers. 
In general, customers rely on online platforms like social media, forums, blogs and travel website to 
make purchase decision (Xiang & Gretzel, 2010). Consumers are sensitive and tend to reduce risk by 
collecting other’s opinion regarding online purchase decision because independent third-party opinion 
are relatively unbiased and uncontrolled from hoteliers (Sparks & Browning, 2011). In addition, advice 
and recommendation from other customers raise more influence on service and product choice than any 
public relation tool from hotels (Chen, 2008).

On the other hand, online reviews are giving both challenges and opportunities for hotel entrepreneurs. 
Study found that e-WOM can help to develop trust and reputation for hoteliers (Riegelsberger, Sasse 
& McCarthy, 2005). Positive reviews can build good image and sentiment from the customer, whilst 
negative reviews can harm hotel booking intention and damage hotel image (Sparks & Browning, 2011). 
Thus, online reviews influence potential customer perception and actions, despite it being positive or 
negative (Vermeulan & Seegards, 2009). As a result, it is important to conduct research about e-WOM 
on consumer decision-making due to its ability to influence decisions (Hennig-Thurau et al., 2004). Few 
studies have investigated the impact of e-WOM on booking intention of customers (Lee, Park & Han, 
2008; Phillips et al., 2017; Tsao et al., 2015). However, it’s limited and there is need for more in depth 
studies. In general, online reviews have a strong impact on customer booking intention, although not 
all reviews influence on customer purchase decision (Sparks & Browning, 2011). This study intends to 
highlight the impact of online reviews on booking intention. In order to achieve it, this conceptual paper 
investigates a range of factors such as online review volume, valence, quality, and usefulness that have 
potential impact on customer purchase decision. It is important for hotel entrepreneurs to understand the 
influence of communication and online information on consumer choice and the relationship between 
the online reviews and business performance. Thus, entrepreneurs need to pay closer attention on what 
is written online about their product and service (Ye, Law & Gu, 2009).
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LITERATURE REVIEW

Customers book a hotel based on if they trust their product. Trust is one of the most important factors in 
determining whether people will shop online. For hotels, the quality of online reviews will greatly affect 
consumers’ willingness to spend (Masouras & Siakalli, 2016). Negative or mixed reviews (including 
positive and negative) will have greater impact than only have positive reviews (Siakalli & Masouras, 
2020). Bad reviews are trusted more easily than good reviews, due to underlying belief that negative 
reviews does not entail falsification motive. Negative information also spreads faster than positive. In 
order to further explore the impact of electronic word-of-mouth on consumer purchasing decisions, it is 
not only essential to establish the influential relationship between online commentaries related factors 
and consumers’ adopted behaviour (Cheung, 2014). The impact of electronic word-of-mouth adoption 
behaviour on social networks is high. Consumer reviews found in the travel and hotel online communi-
ties provide customers with alternative access to previous service experiences, on which they can build 
beliefs or trust that the company will provide quality service (Pietraru, 2018). It is also believed that 
potential consumers use online consumer reviews as a way to reduce the risk and uncertainty of purchases. 
Comments and suggestions from other customers can help determine if you can trust the hotel you are 
considering. This study investigated how a series of factors have a causal relationship with two key as-
sessments: the likelihood of purchase and the trust of the target entity (Foroudi, 2019). Due to advance-
ment in technology and communication, people have become accustomed to searching for information 
in all directions through various channels before consumption, and publishing their experiences and 
feelings after consumption. Internet or electronic word of mouth plays an increasingly important role in 
people’s lives. In this context, this paper takes discusses the influence of online reviews on customers’ 
purchase intentions and communication intentions through various factors such as valence of online 
reviews, volume of comments, quality of comments and source credibility.

Valence of Online Reviews

A consumer’s awareness of any hotel is increased by exposure to online reviews. Valence of overall online 
reviews for any products or services can be positive or negative, demonstrating the failure or success of 
that services or products (Spark & Browning, 2011). Negative messages reflect low-quality products 
resulting in unpleasant consumer attitude, harming brand reputation. Furthermore, negative information 
trends quickly than the positive information, and the increase in number of negative reviews results in 
difficulty for the brand (Spark & Browning, 2011). In contrast, positive valence reviews present novel 
descriptions and pleasant consumer experiences in using the services or products (Vermeulan & Seegars, 
2009). Researchers agree that positive reviews can significantly increase hotel bookings after analyz-
ing hotel data (Philips et al, 2017; Ye, Law & Gu, 2009). However, consumers are more influenced by 
negative information, which can impact their purchasing decision (Higgin & Bargh, 1987; Kamble et 
al., 2020). Negative reviews have been observed to have more influence than positive one, in chang-
ing consumer perception (Lee, Park & Han, 2008). A study conducted on sales of books on amazon 
indicates that positive valence increases the sales of books, whilst the negative valence reduces sales 
volume (Chevalier & Mayzlin, 2006). It has also been observed that consumers tend to respond to text-
review valence more than rating valance (Tsang & Prendergast, 2009). Negative reviews are perceived 
as a reflected image, which has more influence on customer attitude than the positive review, resulting 
in people believing negative review more than positive reviews (Buttle & Bok, 1996). 
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Volume of Online Reviews 

With the ease and accessibility of internet, different platforms, there is a large volume of online reviews. 
Consumers who come in contact with all this information are always feeling insecure before they de-
cide to buy something online, especially booking online. To ensure they are making the right decision, 
they want the correct and reliable information, thus they often rely on items that have greater volume 
of online reviews (Rrustemi & Jashari, 2018). Likewise, according to Zhao, Wang, Guo & Law (2015), 
volume plays an important role in the attributes of eWOM. The volume of reviews includes the number 
of reviewers’ comments on a particular product or service, which in this article is an online review of 
hotels. There is a connection between the number of reviews, consumer behaviour and awareness of the 
product before they decide to purchase. High volume of online reviews lessens the risks, which impacts 
customers’ booking intention. However, the impact of online review volume will be diminished if con-
sumers narrowed their choices as the number of hotels evaluated was nearly the same. This suggests 
that the number of online reviews only focuses on the early stages of the customers’ decision-making 
process. In this case, the quantity of online reviews turns to the quality of online reviews instead (Gavilan, 
Avello & Martinez-Navarro, 2018). 

Online Reviews and Consumer Behaviour 

Customers want to reduce the uncertainty and potential risks of product quality and service by referring 
to consumer online reviews. Prior studies found that online reviews and customer behaviour have a close 
association; thus, online reviews have a positive impact on brand choice and consumer attitude (Goldes 
& Mayzlin, 2004; Park et al., 2007). The perception of consumers on the usefulness and credibility of 
review is influenced by attributes of the online reviews (Zhang et al., 2018). In the consumer decision 
making stages, purchase process happens when consumer observe a demand, i.e. when there is a differ-
ence between their expected state and current state (Solomon, 2009). Then, consumer start seeking for the 
information to assist them to make a reasonable choice. There are many sources of information search: 
personal information (collecting from friends, family, neighbourhoods), commercial search (collecting 
from advertisement, salesman, showroom), public search (collecting from social media), and deliberate 
source (collecting from experience and direct learning). The influence of information source on buying 
decision will be changed on type of product and consumer characteristic (Solomon, 2009, p. 324). After 
searching information, consumer moves to the next step - alternative assessment. Consumer categorizes 
products or services to define alternatives, which are suitable for their satisfaction and demand. Product 
choice is the next stage, in which consumer choose a service and product after alternatives assessment. 
Consumer tend to narrow down their alternatives by implementing and applying evaluation criteria, 
product attributes, product signal, familiar brand, and using internet tool as eWOM, travel agencies 
website, forum, social media (Solomon, 2009, p. 325). Thereafter, consumers will evaluate their outcome 
for decision purchasing process to address their demand in the beginning. 

Theory of Reasoned Action Model 

Ajzen and Fishein (1969) came up with the Theory of reasoned action (TRA), which is a social psycho-
logical model, used to determine the relationship between consumer intention and behaviour attitude 
(Hansen, Moller Jensen, Stubbe Solgaard, 2004). The TRA model can help to predict the behavioral 
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intention based on two determinants - attitude and subjective norm (Yousafzai, Foxall, Pallister, 2010). 
Attitude is individual’s own performance of the behavior. Ajzen and Fishbein (1980) wrote individual 
attitude towards behavioural conduct will determine his or her intention to conduct a certain behaviour. 
Moreover, personal beliefs, relating to the outcome of performing the behaviour, will determine personal 
attitude towards conduct the behaviour. As a result, personal intention to perform the behaviour increase 
when the personal beliefs also increase in positive way (Ajzen & Fishben, 1980).

Subjective norm is a set of beliefs and personal perception toward a behaviour. Therefore, norma-
tive social beliefs which are held by a consumer will influence on behavioural intention. For example, a 
customer’s intention to buy the online product might be impacted by consumer’s belief about the right-
ness and their motivation to follow these normative beliefs. According to the TRA theory, consumers 
are rational in using available information to them (Belleau, Summers, Xu, Pinel, 2007). Social media 
provide mass information and suggestion regarding service and product for consumer buying decision. 
Consumers with less experience will refer to their friends and relatives or social network to make be-
havioural intention. Previous studies used to observe, explain and demonstrate the relationship between 
attitude toward behaviour by applying knowledge of normative beliefs, intentions and attitudes (Xu, 
Summers, Belleau, 2004). Therefore, TRA can help to predict the relationship between online reviews 
and purchase intention. The relationship between personal attitudes and subjective norms influence on 
their behavioural intention is also noted in many research (Park, 2000). TRA theory also explains how 
consumers make their buying decision when they faced with many options (Buttle & Bok, 1996). The 
above discussions can be noted through the theory of reasoned action model as indicated in Figure 1.

UNDERSTANDING THE NATURE OF INFLUENCE

With the increasing influence of eWOM on their business performance; entrepreneurs should understand 
eWOM impacts to implement their implication to optimize it as a marketing tools (Tsao et al, 2015). It 
is clear that online reviews and recommendations can influence potential purchase decision, especially 
for booking intentions. Furthermore, customers have not yet experienced the intangible service usually 
seek for review information to reinforce for advance information (Chan et al., 2017). Online reviews 
can provide massive information about the target hotel which potential customers want to stay. Online 
review valence has significant impact on hotel booking intention. Positive review can positively influ-

Figure 1. Theory of reasoned action model. Source: Fishbein and Ajzen (1980).
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ence potential customers’ perceptions (Vermeulen & Seegers, 2009). Thus, positive reviews can rise 
interest and booking intentions in the target hotel (Tsao et al., 2015). When customer reads the positive 
online reviews, it strongly increases their booking intention regards to the target hotel. Positive reviews 
can increase potential customers’ confidence on their purchase intention. Besides that, young people 
are mostly positively influenced by positive reviews. Positive comments are conducive to establishing 
a hotel’s social image, establishing a good online reputation, and having a positive impact on consumer 
booking decisions. Positive comments will create a positive psychological cue for consumers. 

In contrast, the negative reviews hurt hotel reputation and image, significantly diminishing booking 
intentions (Tsao et al., 2015). Therefore, negative reviews damage to hotel booking intentions by discour-
aging potential customer purchase intentions. Consumers are highly aware of the risks in the booking 
process, and the decision-making behaviour is cautious and sensitive to the negative information of the 
hotel. Not all reviews equally influence consumers (Chan et al., 2017; Shan, 2016). The impact of online 
review valence on booking intention is influenced by different consumer demographic especially their 
age and job. Not all consumers were affected by negative reviews, especially the middle age group who 
have their job and frequently travel. Whilst the younger generations who are still studying are more influ-
enced by negative reviews on their booking intentions, making them hesitate to their purchase intentions. 

In addition, negative review has stronger negative impact on booking intention than the positive review 
(Park & Lee, 2009). Potential customers place more emphasis on negative information to their purchase 
intentions. Therefore, the increasing in negative information will cause unfavourable drawback for hotel 
business, and spreading quickly on social media. With the gradual popularization of e-commerce, online 
travel and online hotel bookings have also flourished, and more and more customers tend to browse 
relevant online reviews before booking online. In the era of such a reputation in the 21st century, online 
reviews of hotels have gradually become an important indicator for consumers to choose hotels, so the 
impact of online reviews on hotels cannot be ignored. According to the data, 84% believe that online 
evaluation is like trusting their friends (Craig, 2017). Since the consumer is unknown to the hotel before 
booking the hotel, they would like to find more information from all sides to know if the hotel is worthy 
of trust (Craven, 2016). So, most consumers will assess the online reviews of the hotel and compare the 
different hotels through comments. It is clear that most people read online reviews because they want to 
know the hotel’s information and previous customer experiences, such as price, location, environment 
and security. In addition, people tend to be influenced by other people thoughts and opinion. They seek 
information from other consumers and adapt it to change their purchasing behaviour (Belleau et al., 2007). 
Thus, other people’s opinion influences potential customer decision-making, especially in a community 
culture. As a special Internet word-of-mouth, online commentary can have a great impact on consumers’ 
consumption behaviour, and it has the characteristics of wide distribution, strong storage, wide range of 
transmission, variety and influence (Widing, 2003). Customers’ spending intentions depend entirely on 
whether they feel that the conditions of this hotel are suitable for them. 

In online reviews, it is evident that detailed and comprehensive reviews will positively impact on hotel 
booking intention (Cheung, Lee & Rabjohn, 2008). Comprehensiveness and details in online reviews 
is an important element which engages consumer willingness to read and accept online reviews. Thus, 
customer tend to need more details and completed information to get specific information to make their 
booking (Zhao et al., 2015). Therefore, the study of consumer behaviour must adhere to the principle 
of comprehensiveness (Sparks & Browning, 2011). The higher the quality of the review content, the 
greater the impact on hotel consumer booking decisions. This indicates that if the content of the review 
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is closely related to the product or service, and the content is authentic and reliable, the language is plain, 
and the viewpoint is relatively neutral, it will be accepted by consumers (Xu, 2015). 

Hotel environmental quality refers to the natural attributes that the hotel provides to meet the needs 
of guests, usually in terms of meeting the material and spiritual needs of the guests (Zamhury, 2015). 
Base on this, different services have different quality characteristics, and different quality characteristics 
meet the different needs of guests. In the same environment, due to the different levels of quality char-
acteristics, the adaptability, that is, the degree of satisfaction of the guests, is not the same. Therefore, 
whether these natural attributes of the hotel environment can meet the material and spiritual needs of 
the guests and the degree of satisfaction is the main indicator of the quality of the hotel environment. 
The so-called satisfaction refers to whether the use value can bring guests physical and mental pleasure 
and enjoyment. A prime focus was on the clean environment and comfort of the hotel. Service quality, 
was also a priority in a hotel’s service and service attitudes in the online comments before deciding 
whether to book the hotel. Comments on the Internet was believed to be more relevant, because it was 
commonly accepted that the more the comments, the more real content it was. Online commentary is 
a small social collection where people can understand their own perceptions and comments about the 
same goods and determine their own consumption intentions. In the process of consumption, consumers 
have various factors that influence their purchasing decisions, such as demand, motivation, attitude, etc. 
These factors are interrelated and mutually restrictive. Understanding the consumer behaviour, hotel 
entrepreneurs would be able adopt better strategies. 

The volume of reviews for hotel, which is received from customers plays an important role in at-
tribution of a hotel business. Moreover, it indicates the volume of online reviews about that hotel over a 
certain period and differentiates it amongst other hotels (De Pelsmacker et al, 2018). This study highlights 
different aspects of customers and that more the online reviews, leads to better business performance, 
which means that the more the customers are influenced in their booking intentions confirming large 
volume of online reviews, bring bigger revenue from the big number of customers’ bookings (Blal & 
Sturman, 2014). Online reviews raises customer awareness providing information and hint customers 
about the number customers, who visited and stay in the hotels (Zhao et al, 2015). Besides, due to the 
pressure to comply with a peer group, it means that consumers are most likely to follow the opinions of 
the majority of others. Therefore, the behaviours of customers can obey the crowd’s actions as a function 
of choice. Moreover, this helps them rationalize their decision to buy or make a reservation by telling 
themselves that there are many people also book a room at the hotels like them. 

IMPLICATIONS FOR ENTREPRENEURS 

Hotel online reviews provide a simple, effective and convenient way for consumers to better understand 
hotels, products and services. Although consumer behaviour is a discipline based on observation and 
measurement of practice, it still needs to be tested in marketing activities, so as to better guide the 
marketing planning of enterprises (Antonio, 2019. By reading the experiences of other consumers to 
understand the quality of service and the reputation of the hotel, it is conducive to foster the trust and 
loyalty of consumers. At the same time, online reviews also provide a lot of information to the hotel 
itself, becoming an important feedback mechanism for consumers. As an emerging information shar-
ing platform and network communication means, entrepreneurs can use it to effectively disseminate 
corporate information, collect and organize consumer information from websites at a low cost, and help 
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to manage customer relationships and provide comprehensive services. Technological innovations and 
social media can support especially small to medium scale enterprises to achieve the needed revenue 
and competitive edge (Kavoura & Kaziol, 2017). Hotel entrepreneurs hoping to attract customers more 
seriously, need to arrange some activities that can attract the public during some holiday cycles, and 
always pay attention to customer feedback. Some people’s feedback can help them understand the direc-
tion the hotel needs to improve. Entrepreneurs need to achieve more positive reviews, which will attract 
unknown customers seeking opinions of experience from others. The study found that factors such as 
review valence, volume of comments, quality of comments, and source credibility can significantly affect 
consumers’ perceptions of the usefulness and credibility of online reviews, which in turn will not only 
positively influence consumers’ online comments. As an effective low cost tool, online platforms need 
to be closely managed to increase revenue and brand reputation. Hotel entrepreneurs can use diverse 
methods to increase profitability using technology or create awareness if it is a social enterprise and 
learn from examples from other fields like the way universities contribute (Kavoura & Anderson, 2016; 
Makarona & Kavoura, 2019) 

CONCLUSION

In general, there is a significant impact of online reviews on booking intention. This paper investigate 
that consumers usually read online reviews before they book the hotel because they want to get more 
information and other people experiences prior to make booking decision. In addition, the female cus-
tomer prefers to read more online review to make sure the information is correct. Studies have shown 
that the quality of the content of the reviews has a significant positive effect on hotel booking decisions. 
At the same time, the more volume of comments, the higher the popularity of the hotel, the greater the 
possibility of consumer booking. Moreover, positive reviews tend to have positive impact to increase 
booking intentions, whilst negative comments played a negative role to reduce consumer booking deci-
sions. With regards to comparing review valence, negative reviews were more influential than positive 
reviews. Realizing the impact of online reviews on booking intention is necessary for entrepreneurs to 
implement suitable implication to mitigate its negative impact and gain competitive advantage. Although 
e-WOM will bring both advantageous and disadvantageous information for entrepreneurs, they should 
optimize online reviews as a marketing tool and pay attention to responses and negative reviews online. 
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KEY TERMS AND DEFINITIONS

Behavioural Intention: Determination and willingness to act on a particular behavior.
e-WOM: Electronic word of mouth is a marketing tool that is free and can be widely shared and can 

be quite useful for SMEs.
Online Booking Intentions: The determination and willingness to book a product or service online.
Online Reviews: Evaluations posted online on diverse platforms by consumers who have used or 

experienced a product or services.
Subjective Norm: Beliefs or opinions of influences, peer pressures and peer approval to perform or 

not to perform a specific behavior.
Valence: Mental worthiness allocated by a person to an outcome, task, person, product or service 

based on its perceived appeal.

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



87

Copyright © 2020, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.

Chapter  6

DOI: 10.4018/978-1-7998-3648-3.ch006

ABSTRACT

One of the major roles of governments is to create a favorable business environment for fostering 
entrepreneurial activities, including good infrastructure and a culture that encourages the adoption 
of technologies. In such a policy context, the Greek National Electronic Public Procurement System 
(ESIDIS) was developed. The use of ESIDIS is mandatory for the employees, and its success depends on 
users’ satisfaction. The chapter investigates the factors influencing employees’ satisfaction when using 
the system. Perceived usefulness, perceived ease-of-use, perceived risk, and willingness to learn were 
investigated using empirical research. Structural equation modeling was used for the analysis of the data. 
Perceived usefulness has the most significant role in determining user satisfaction while risks importance 
is diminished when users understand the usefulness of the system for their job performance. Managers 
and policymakers should take these factors into consideration in order to improve users’ satisfaction 
and consequently maximize the added value of the system for the entrepreneurs.
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INTRODUCTION

Public procurement is an internal part of G2B processes (Panayiotou, Gayialis, & Tatsiopoulos, 2004) 
and can be defined as the “acquisition (through buying or purchasing) of goods and services by govern-
ment or public organizations” (Hommen & Rolfstam, 2009). The public procurement process requires 
the contracting authorities -all levels of government and public agencies – to call public tenders, usually 
when the value of the procurement exceeds a certain threshold and wait for suppliers’ responses. After 
receiving the suppliers’ responses, a negotiation process between the contracting authorities and the 
interested suppliers for the acquisition of goods or services (Kastanioti et al., 2012; Klabi, Mellouli & 
Rekik, 2014). Governments adopt different regulations for procurement processes and each year spend 
billions in procurement (Klabi, Mellouli & Rekik, 2014). Governments, on one side aim at minimizing 
cost through maximum competition, protecting public fund reducing and eliminating corruption and 
increasing transparency, while suppliers, on the other side, aim at winning the contract and maximizing 
their profits (Concha, Porrúa, & Pimenta, 2010). Thus, governments are associated with entrepreneurial 
activity, providing invaluable help to entrepreneurs (Kavoura & Andersson, 2016; Makarona & Kavoura, 
2019). 

Drucker (1993, p.35) defined entrepreneurship as “...change that always provides the opportunity for 
the new and different. Systematic innovation therefore consists in the purposeful and organized search 
for changes, and in the systematic analysis of the opportunities such changes might offer for economic or 
social innovation”. Entrepreneurship is an art of recognizing a business opportunity, mobilizing resources 
to exploit that opportunity (Mufutau &Ajetomobi, 2016) and is commonly associated with choice-related 
issues (UN, 2005). Growth and expansion are key goals for entrepreneurs and public procurement may 
be used as a lever to drive to economic growth and prosperity. 

Information technology is a critical enabler of the redefinition of organizations and plays a critical 
role in procurement process and in improving information flows across supply chains (Handfield, Jeong 
& Choi, 2018). It is considered as the most feasible and promising path to be followed by public admin-
istration in the acquisition of goods and services for the public sector. Using information technology 
the public sector may create efficient workflows and processes, eliminating the existing procurement 
inefficiencies without disrupting its primary business activities (Masika, 2013). Information technol-
ogy supports internal processes and involves business partners while it can offer efficient distribution 
of information, increased transparency and better control, smoother and faster process flow, shortening 
the order fulfillment cycle time, decentralization of tasks and decisions, reduction in administrative 
costs and lowering price paid for products (Praveen & Khaliq, 2018; Tanner, Wölfle & Quacde, 2006). 
Furthermore, information technology can play an important role to reduce corruption by promoting good 
governance (Bertot, Jaeger & Grimes, 2010), enhancing relationships between government employees 
and the other stakeholders in the procurement process, monitoring and controlling activities of the gov-
ernment employees and reducing potentiality of corrupt behaviors. (Neupane et al., 2012). Nowadays 
many developing and developed countries have focused on e-procurement systems as a key tool to reduce 
the corruption by opening competition in government procurement processes to the public (Neupane 
et al., 2012). Many OECD countries engage artificial intelligence and block-chain technology in public 
procurement process to share transaction information (OECD, 2019a). Block-chain technology in e-
procurement may be use to (i) track full-cycle procurement workflows to prevent record tampering; (ii) 
create interoperable supplier profiles across fragmented e-procurement systems to reduce asymmetry of 
information in purchasing or pre-tender assessment; and (iii) “decentralize” bid evaluation to disincen-
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tivise bribery and biased decision-making” (Yang, 2019 p. 1). Therefore, use of block chain solutions 
offer immutability and decentralization, single source of truth for all parties in the value chain, security 
in transactions, more transparency and increased accuracy of supply chain due to diligence information 
(OECD, 2019a). 

E-procurement can be defined as “a comprehensive process in which organizations use IT systems 
to establish agreements for the acquisition of products or services (contracting) or purchase products 
or services in exchange for payment (purchasing)” (Gunasekarana & Ngai, 2008). The emergence of 
Internet technologies and public e-procurement systems facilitate the effective delivery of public goods 
and services, enhance procurement efficiency, transparency and accountability, cut operational costs all 
across the supply chain, and also increase non-discrimination, equal treatment, open access and effec-
tive competition (Arrowsmith, 2001; Thai, 2009; Vaidyanathan & Devaraj, 2008), making thus easier 
for enterprises of any size to access public procurement opportunities and to perform better in public 
procurement markets by removing barriers to their participation (OECD, 2019b). Technological innova-
tion and information technologies that support business and managerial activities are important factors 
affecting the global competitiveness and profitability of the companies (Kavoura & Koziol, 2017).

Public Procurement is an important part of the economy accounting for 13% of GDP in OECD coun-
tries and 1/3 of overall government expenditures. Governments around the world spend $9.5 trillion for 
procuring (OECD, 2016). Public procurement is also an important part of the European Union economy 
(CMS, 2019). Every year, over 250,000 public authorities in the European Union spend around €2 trillion 
per year, accounting for 14% of GDP on the purchase of supplies, services and works (European Union, 
2019). However, public procurement is vulnerable to corruption (Yang, 2019) both at the national and 
sub-national levels (OECD, 2016). Worldwide corruption drains are estimated at 20-25% of national 
public procurement budgets (OECD, 2016) and within the European Union, corruption is estimated to 
cost €120 billion per year (European Commission, 2014). Corruption in public procurement damages trust 
in governments, limits competition and hurts development and public welfare (Yang, 2019). Kochanova 
et al (2016) using a cross-country data set on e-government systems, investigated whether e-procurement 
adoption improves public procurement competitiveness, and reduction of corruption. They found that 
use of e-procurement systems can help improve government capacity, but the impact is stronger in more 
developed countries. The number of firms attempting to secure a government contract is increasing with 
e-procurement implementation only in countries with higher levels of development and better quality 
institutions. According to their findings there is no systematic relationship between e-procurement and 
bureaucratic corruption. Public procurement in the Western Balkan region is characterized by “deficien-
cies in planning and tender preparation, and inefficient follow-up and monitoring” (European Court of 
Auditors, 2018 p.62). Regarding e-procurement in western Balkans and Eastern Europe, in 2016, only 
three out of thirteen countries had not yet implementing e-Procurement. Countries are mostly moving 
towards the direction of e-procurement though at different stages (Ferrand, 2019). 

The public procurement in Greece is characterized by its singular complexity among both legal and 
institutional structures (European Commission, 2016), manual activities (Tsagkaris et al. 2010), heavy 
paperwork, poor service delivery, complicated bureaucracy (Karafoti, 2013), delays in making deci-
sions (Koutsouris & Maglavera, 2006) and lack of transparency and accountability and is thus prone 
to fraud and corruption (European Commission, 2016; Panagiotidou & Intzesiloglou2016). Within the 
e-government framework, the General Secretariat of Commerce of the Greek Ministry of Development 
in cooperation with the section of Industrial Management and Operational Research of the National 
Technical-University of Athens, implemented an integrated information system, named National Elec-
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tronic Public Procurement System (ESIDIS), aiming at acquiring direct supplies of goods and services 
for the public sector (Panayiotou, Gayialis & Tatsiopoulos, 2004). 

The introduction of an e-procurement system is an important government decision since it decreases 
corruption practices and improves transparency, while at the same time it increases the productivity of 
daily procurement activities, attracts new suppliers to do business with the government and facilitates 
SMEs access to public procurement (Concha et al., 2012; Hellenic Republic, 2018). Despite the impor-
tance of a government e-procurement system this subject seems to be to a large extent understudied by 
the researchers and thus a knowledge gap has been created (Vaidya et al., 2006). This is especially for 
Greece where little if any limited research efforts on this issue exist. Platis, Karafyllis & Kaoura (2019) 
studied the implementation of e-procurement systems in Greek public hospitals. Findings provide evi-
dence that the majority of Greek public hospitals does not conduct their procurement through ESIDIS, 
thus reducing transparency. Furthermore, ESIDIS is not used in the most efficient way, probably due to 
technical malfunctions. Savvas (2018) investigated the attitudes of internal (i.e. public employees) and 
external (i.e. businesses) ESIDIS users. According to his findings the majority of the users (more than 
65%) find ESIDIS platform easy to use, although 19% of users find it difficult to use. Most users seem 
to be concerned with technical problems, since they reported that the system “hangs and/or is slow”, 
“requires reloading quite often”, “shut downs frequently”. Despite the concerns and difficulties, a very 
high degree of acceptance and use was recorded. 

The success of e-government projects dependents not only on the government support but also on 
users’ willingness to accept and adopt them. Usually, governments do not take into consideration users’ 
opinions and needs and do not examine issues that increase users’ willingness to adopt the systems. The 
design of such information systems and services follow a “top-down” approach, based on their under-
standing of what users’ needs. (Karavasilis et al., 2016). As a result, quite often government information 
systems fail to consider adequately users’ needs. What is more, in public procurement sector, officers 
lack the appropriate skills and specialized knowledge to provide value for money and take into account 
strategic considerations (Licenji, 2015).

User satisfaction is the most widely used measure of success for an information system (Tu, Fang and 
Lin, 2012). Taken all the above into consideration together with the fact that limited research exist on 
ESIDIS (Klatis, Karafyllis & Kaoura, 2019; Savvas, 2018), this paper aims at contributing at the study 
of ESIDIS and investigates the factors that affect internal users’ satisfaction from ESIDIS. Well estab-
lished constructs from previous models and studies such as usefulness, ease-of-use, risk perception and 
willingness-to-learn, are used in this investigation. The conceptual model is tested using the Structural 
Equation Modeling (S.E.M.) analysis. The paper is structured as follows: Firstly, the definitions of the 
constructs and the conceptual model are discussed. Next, the methodology, model estimation and the 
measurement model are presented. Finally, the conclusions together with the limitations of this work 
for future research are discussed. 

NATIONAL ELECTRONIC PUBLIC PROCUREMENT SYSTEM (ESIDIS)

The National Electronic Public Procurement System (ESIDIS), Supplies and Services is the central 
electronic website for public procurement in Greece. ESIDIS aims at simplifying the procurement 
process and supporting stakeholders (contracting authorities, suppliers, supervisors, citizens). ESIDIS 
was initially introduced in 2013 by Law 4155 which set out its operational framework and its original 
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timetable and was amended by relative legislation in the following year. As of 2016 and according to Law 
4412/2016, its use is mandatory by the Contracting Authorities are obliged when the estimated value of 
contracts is exceeding sixty thousand (60,000) euros, excluding VAT. The legislation introduced aimed at 
modernizing the tendering process, bring significant economic benefits, streamline public procurement 
procedures, cause significant changes in the way the administration operates, and influence all Greek 
government agencies and their suppliers.

ESIDIS is an information system through which all the bodies of the Public Sector, carry out all the 
steps involved in the entire procurement process. The system supports activities such as the publication 
of a tender notice, the submission of bids by candidates, the staged assessment of the bids, the award of 
the contract and the conclusion of the contract. The system also monitors the execution of the contracts 
and introduces procedures such as electronic ordering, electronic pricing and electronic payment. Finally, 
the system, allow public authorities to implement new contract award procedures, such as e-auctions, 
dynamic purchasing systems, competitive dialogues and framework agreements.

A total of 23,625 tenders have been published from 1,242 entities and a total of 66,891 bids have been 
submitted by 9,928 economic operators since the launch of ESIDIS until the end of 2018. The monthly 
average number of tenders is 653 and their monthly average value is € 270 million. In 2018, the savings 
for the public entities was estimated to be 10.2% of the initial budget of the procurements (Ministry of 
Development and Investments, 2019). 

The Contracting Authorities / Contracting Entities registered with the right of access to ESIDIS are 
a total of 1,495 (Table 1.)

Regarding Internal Users’ Profiles little is known. They are public servants working for the Contracting 
Authorities / Contracting Entities. Savvas (2018) mentioned that more than 65% of Contracting Author-
ity users are certified users of the system, trained by the National Center for Public Administration and 
Local Government seminars and/or by Private Training Companies. A significant percentage of 83% of 
them think they should be better trained by attending more National Center for Public Administration 
and Local Government seminars. 

Table 1. Contracting authorities / contracting entities registered with the right of access to ESIDIS

Contracting Authorities / Contracting Entities Total Percentage

Central Administration 252 17%

Local Administration 578 39%

Healthcare Providers 217 14%

Other Entities 448 30%

Source: Ministry of Development and Investments, 2019
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CONCEPTUAL BACKGROUND AND HYPOTHESIS FORMULATION

Internal User Satisfaction

Government e-procurement is becoming quickly an essential part of national e-government programs in 
many counties (Concha et al., 2012) and legislation has been introduced according to which it is man-
datory for all procurement and finance operations related to acquisition of goods, works and services 
acquired by public sector to be conducted through online platforms. The implementation of government 
e-procurement systems requires resources, specialized skills and users’ training programs, well-coor-
dinated change management practices and good governance (Rotich & Okello, 2015) as it comes with 
organizational challenges such as restructuring difficulties and resistance to change (Corsi, 2006). In 
case of mandatory use of a public e-procurement system, user satisfaction is a very important indicator 
of success (Braun, 2013). User satisfaction can be defined as the sum of experiences that user acquires 
from his/her interaction with the technology over time (Au et al. 2008). 

Success of information systems depends on user satisfaction and individual performance. In this vein 
the impact of e-procurement adoption on internal users’ perceptions of service quality was investigated 
by Croom & Johnston (2003). They compared users’ perceptions of pre-electronic and post-electronic 
procurement processes for two categories of supply: computer consumables and stationery. Findings 
showed that users expressed ‘delight’ in many aspects of the service provision relating to the design 
characteristics of the e-procurement system, but dissatisfaction with issues concerning the actual sys-
tem delivery. Kipkorir & Omwenga (2015) surveyed internal users of the e-procurement system in 
the County Government of Bomet to investigate the influence of technology on the progress. Their 
findings indicate that technology, environment, and organizational culture greatly influence the adop-
tion of the e-procurement system. Costs, quality, risks, benefits and success factors were identified as 
the cornerstones of e-procurement adoption factors by government officials who were dealing with 
e-procurement activities nationwide in Indonesia (Napsah, 2016). Sharabati et al. (2015) investigated 
the impact of content, usability and processing on end-user satisfaction and the relationships between 
end-user satisfaction and individual end-user performance. They gathered data from 432 end-users of 
the ePerolehan, the Malaysian government e-procurement system. The findings provide strong support 
that processing, content and usability significantly affect end-user satisfaction, while the higher levels 
of end-user satisfaction lead to improved individual performance.

Taking into consideration the aforementioned studies, user satisfaction is identified as a critical de-
terminant of the success of information systems, especially in case of mandatory usage of information 
systems like a public e-procurement system. As such, the paper uses user satisfaction, and investigates 
factors that influence users’ satisfaction. 

Usability and Ease of Use

Attitudes and intentions are important factors in the adoption of computer technologies (Bagozzi et al., 
1992). The Technology Acceptance Model (TAM) is a parsimonious and robust model (Gao & Bai 2014) 
with strong behavioral elements (Bagozzi et al., 1992) that attempts to explain user’s future behavior 
after a very brief period of interaction with a system (Han & Jin, 2009). According to TAM, a person’s 
actual system usage is mostly influenced by his/her behavioral intentions toward usage and is influenced 
by the perceived usefulness and perceived ease-of-use of the system. Perceived ease-of-use is defined 
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as “the degree to which a person believes that using a particular system would be free of physical and 
mental effort” and perceived usefulness of the system as “the degree to which a person believes that 
using a particular system would enhance his or her job performance” (Davis 1980, p. 320). Perceived 
usefulness is influenced by perceived ease-of-use because the easier a system is to use, the more useful 
it can be (Davis et al., 1989). In many cases, organizations mandate for employees to use technology 
systems for specific organizational tasks (Koh et al., 2010). Thus, users rarely have complete volitional 
control over their decision to use or not use the system (Bhattacherjee et al., 2017). In case that the use 
of a mandatory system is troublesome, users will probably be disappointed as the effort to use the sys-
tem would be relatively high (Sharabati et al., 2005). When studying the mandatory use of a system, the 
dependent variable use is not suitable, thus Brown & Massey (2002) recommended replacing it with the 
satisfaction variable. Bias & Mayhew (2005) claimed that perceived ease-of-use of a system improves 
user-satisfaction. Past research has also revealed the role of usefulness in determining user-satisfaction 
(Brown & Massey, 2002; Rezaei & Amin, 2013). In a mandatory situation, Mather Caputi & Jayasuriya 
(2002) claimed that perceived usefulness is more important than perceived ease-of-use for satisfaction. 
It is expected that perceived ease-of-use will have a significant effect on perceived usefulness and sub-
sequently perceived usefulness will have a significant effect on user-satisfaction. Thus, the following 
hypotheses are formed:

H1: ESIDIS e-procurement system perceived usefulness is positively influenced by perceived ease-of-use
H2: User-satisfaction is positively influenced by ESIDIS e-procurement system perceived usefulness

Willingness-to-Learn

Willingness-to-learn is an important behavioral attribute that affects the users’ overall performance, reveals 
the user’s motivation power and determines the amount of effort the user makes. Willingness-to-learn 
is usually conceptualized as a task-value construct (Gorges et al., 2013) and according to Tzafikou et al. 
(2017) it is the users’ willingness to try, persist, tinker and even study to learn how to use new technolo-
gies. It can be easily detected in the user’s behavior such as reading instructions, viewing video tutorials, 
searching on the web and using new features. Employees’ willingness to learn new knowledge and skills 
can not only improve the organization’s competitive advantage but also foster ongoing success (Tsai et 
al., 2007). Primary determinants of Willingness-to-learn are associated with perceived ease-of-use and 
perceived usefulness of the system under investigation (Atalatti et al., 2015; Pilcher & Bedford, 2011). 
Therefore, it is expected that willingness-to-learn is positively influenced by perceived ease-of-use and 
perceived usefulness and in turn to influence user-satisfaction. 

H3: Willingness-to-learn ESIDIS e-procurement system is positively influenced by perceived ease-of-use
H4: Willingness-to-learn ESIDIS e-procurement system is positively influenced by perceived usefulness
H5: User-satisfaction is positively influenced by willingness-to-learn ESIDIS e-procurement system

Risk 

Perceived Risk is defined as the ‘potential for the realization of unwanted, negative consequences of an 
event’ (Rowe, 1977). In the information technology context, risk is the potential that a system is insuf-
ficiently protected from various types of damages (Straub & Welke, 1998). If the system provides an 
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‘advice’ component and ‘what if’ tools that highlight the negative effects of some choices, rendering the 
user more careful and conscious then decreased users’ perceptions of risk may be achieved (Beckwith et 
al., 2005; Tzafikou et al., 2017) while high risk-perception renders users less likely to make use of unfa-
miliar features (Tzafikou et al., 2017). In the context of e-government the risk is a main barrier towards 
acceptance (Karavasilis et al., 2016). Moreover, strong negative correlation has been found between the 
risk and users’ satisfaction (Ghotbabadi et al., 2016). It is expected that perceived risk will be negatively 
influenced by perceived ease-of-use, that implies that risk is perceived to be lower by users who find 
use of a system easier. Perceived risk is also expected to negatively influence willingness-to-learn. In 
this vein, the following hypotheses are formed:

H6: Perceived Risk is negatively influenced by the perceived ease-of-use of ESIDIS e-procurement system
H7: Willingness-to-learn ESIDIS e-procurement system is negatively influenced by perceived risk

RESEARCH METHODOLOGY

Figure 1 presents the research model and the formulated hypotheses. In order to validate the hypothesized 
model an empirical research study was conducted using an online survey.

Convenience sampling was used in the study. The target population for this study was limited to certi-
fied users of ESIDIS. An email notified users about the online questionnaire website. The questionnaire 
was written and administered in Greek. Users willing to participate visited a tailor-made website, from 
15 January 2019 to 15 April 2019, and responded to the questionnaire. User responses were recorded in 
a database. In total, 256 completed and usable questionnaires were received.

The questionnaire used in this study was created by adopting or adapting constructs from previous 
studies (Kassim et al., 2011; Tzafikou et al., 2017). Five-point Likert scales were used ranging from 
strongly disagree to strongly agree. The questionnaire consists of five parts: (1) Perceived Ease-of -Use, 
(2) Perceived Usefulness, (3) Perceived risk, (4) Willingness-to-learn (5) User-Satisfaction. 

FINDINGS AND RECOMMENDATIONS

Sample Breakdown

The sample consists of 256 civil servants, where the majority 180 (70.30%) are females and 76 (29.70%) 
are males. The two thirds (67.20%) of the participants are middle aged between 41 and 50 years old while 
almost all of them (97.70%) have at least intermediate level computer skills. Furthermore, 85.20% of the 

Figure 1. The research model
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sample are university graduates or have completed postgraduate studies (MSc or PhD). Over the half of 
the respondents are highly experienced with ESIDIS because they use it at least for three years but there 
is also a considerable percentage (41.40%) of users with up to two years of experience. 

Model Estimation

In case of ordered categorical data with five or less ordered categories, a robust diagonally weighted 
least squares (DWLS) estimator should be used to find the model’s estimates (Hancock & Mueller, 2012, 
p. 475). Specifically, the weighted least squares mean and variance adjusted (WLSMV) estimator has 
been used using the lavaan R package (Rosseel, 2012; Finch & French, 2015).

The Measurement Model

The measurement model was examined for validating and refining the research constructs and Structural 
Equation Model Analysis was used for testing the research hypotheses. 

Confirmatory Factor Analysis was used for model refinement. Before testing the structural relation-
ships, the measurement model was tested by examining convergent validity, discriminant validity, and 
internal consistency of the constructs. Reliability and convergent validity of the measurements were 
estimated by the item factor loadings, Composite Reliability, and Average Variance Extracted (Fornell 

Table 2.  

Frequency Percent %

Gender
Male 76 29.70

Female 180 70.30

Age

21-30 4 1.60

31-40 32 12.50

41-50 172 67.15

51-60 44 17.15

>=61 4 1.60

Computer skills

Basic 6 2.30

Intermediate 84 32.80

Advanced 166 64.90

Education level

Middle/High School graduate 38 14.80

University graduate 142 55.50

Postgraduate studies graduate 72 28.10

Phd degree holder 4 1.60

Experience with ESIDIS

1 year 40 15.60

2 years 66 25.80

3 years 48 18.80

More than 3 years 102 39.80
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& Larcker, 1981). The Constructs, Items, Factor Loadings, Composite Reliability and Average Variance 
Extracted are presented in Table 3. 

For measurement model, all the standardized factor loading of each construct are above 0.690 and 
thus above the suggested threshold of 0.55 (Teo et al., 2009) ensuring convergent validity. Internal con-
sistency of the model is examined by Cronbach’s alpha coefficient and by Composite Reliability (CR). 
The Cronbach’s alpha coefficient is influenced by the number of items and assumes equal weights of all 
the items of a construct. Composite Reliability, on the other hand, provides a better indicator for mea-
suring internal consistency since it relies on the actual loadings to compute the factor scores (Teo et al., 
2009). Cronbach’s alpha coefficient for the five constructs is between 0.807 and 0.911 and Composite 
reliability is between .805 and .959. As it is evident both Cronbach’s alpha coefficient and Composite 
Reliability are higher than 0.7 (see Table 1), ensuring internal consistency for the proposed model. The 
AVE values are between 0.588 and 0.754, exceeding the cut-off criterion of 0.50 indicating the reliability 
of the measurement model in measuring the construct (Hair et al., 1998; Teo et al., 2009). 

Table 3. Validity and reliability of constructs

Construct Items Factor 
Loadings Cronbach α CR* AVE**

Usefulness 

ESIDIS is useful 0.735 0.911 0.959 0.726

ESIDIS makes me more productive 0.870

ESIDIS makes me save time 0.833

ESIDIS satisfies my needs and requirements 0.936

Ease-of-use 

ESIDIS is easy to use 0.851 0.862 0.912 0.588

I do not need to try too hard to use ESIDIS effectively 0.897

I can use ESIDIS without written instructions 0.699

I can learn how to use ESIDIS easily and fast 0.619

I can easily correct my mistakes while I use ESIDIS 0.792

Willingness-to-
learn 

I wanted to learn how to use ESIDIS while I was using it 0.901 0.853 0.855 0.651

I’d like to learn how to use other similar systems too 0.745

In general, I enjoy learning new ICT related to ESIDIS 0.780

Perceived Risk 

I felt nervous every time I took an action (e.g. pressed a 
button) 0.798 0.807 0.805 0.589

I had no hesitation to take an action 0.805

I had no difficulty to try which feature (among others) to 
use 0.690

Satisfaction 

ESIDIS is effective 0.818 0.899 0.927 0.754

ESIDIS makes me more efficient 0.901

I am completely satisfied with ESIDIS 0.878

*Composite reliability = (square of the summation of the factor loadings) / [(square of the summation of the factor loadings) + (square of 
the summation of the error variances)]

**AVE = (summation of squared factor loadings)/(summation of squared factor loadings) (summation of error variances)
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Discriminant validity of the constructs was also assessed: discriminant validity is satisfied as all items 
loaded more heavily on their corresponding constructs rather than on other constructs (See Table 4). 

Since all the measurements ensure reliability and validity of the measurement items, the model can 
be further tested for the structural model and hypotheses. Thus, next the Goodness-of-Fit of the research 
model is estimated. Recommended indices, according to Hair et al. (1988) and Bagozzi & Yi (1988), 
for evaluating the overall model fitness are: goodness-of-fit index (GFI), normed fit index (NFI), non-
normed fit index (NNFI), comparative fit index (CFI) and root-mean-square error of approximation 
(RMSEA). Chi-square per degrees of freedom (Bagozzi & Yi, 1988) was used to statistically test for 
the null hypothesis that the model fits the data. All of the fit indexes indicate that the structural model 
has a good fit (Table 5).

Table 4. Discriminant validity

Perceived 
Usefulness

Perceived Ease-
of-use

Willingness-to-
learn

Perceived 
Risk User Satisfaction

Perceived Usefulness 1.000 

Perceived Ease-of-use 0.723 1.000 

Perceived Willingness-to-learn 0.684 0.592 1.000 

Perceived Risk -0.478 -0.660 -0.320 1.000 

User Satisfaction 0.829 0.727 0.762 -0.468 1.000 

Table 5. Goodness of fit

    Fit index compared to 
    the Recommended value     Measurement model

    Chi-square/d.f. ≤3.0     0.416

    GFI ≥0.80     0.990

    AGFI ≥0.80     0.987

    NFI ≥0.90     0.986

    NNFI ≥0.90     0.986

    RMSEA ≤0.08     0.000

    CFI ≥0.90     1.000

Figure 2. The validated model
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The Validated Model

The study identified three factors that directly or indirectly affect User-satisfaction. These factors are 
Perceived ease-of-use, Perceived Usefulness and Willingness-to-learn. 

Perceived ease-of-use has significant positive effect on perceived-usefulness (γ=0.72, p<0.05). So, 
H1 is supported. Perceived usefulness refers to users’ perceptions regarding the outcome of the experi-
ence while perceived ease-of-use refers to their perceptions regarding the process leading to the final 
outcome (Monsuwe, Dellaert, & Ruyter, 2004). According to TAM (Davis et al. 1989) the easier a sys-
tem is to use and less complicated, the more users will find it useful (Chen & Aklikokou, 2019). In this 
vein, development of easy-to-use functions of ESIDIS will enhance users’ perception of its usefulness 
and, indirectly, their satisfaction. 

Research findings highlight the role of perceived-usefulness as a key factor in user-satisfaction while 
perceived ease-of-use plays a secondary role. Findings are consistent with with the TAM framework 
(Davis et al. 1989; Mathieson 1991; Schillewaert et al. 2005). User-satisfaction is positively influenced 
by ESIDIS e-procurement system perceived usefulness (γ=0.87, p<0.05) thus H2 is also supported. 
Policy makers should give more emphasis on promoting ESIDIS with a marketing strategy that focuses 
on the usefulness of the system, the advantages of using ESIDIS and communicate to employees its 
possible contribution to their productivity. Friendly services meeting international usability standards 
should enhance user satisfaction; however perceived ease-of-use is not the most important factor in 
determining the user satisfaction. 

Both perceived ease-of-use and perceived usefulness have positive influence on user’s willingness-to-
learn ESIDIS e-procurement system. Thus, H3 (γ=0.29, p<0.05) and H4 (γ=0.54, p<0.05) are supported. 
Also in this case perceived usefulness has more significant effect than ease-of-use on willingness-to-learn 
ESIDIS. If employees perceive ESIDIS as more useful for their work they are more willing to learn its 
functions and capabilities as well as other similar to ESIDIS information systems. H5 is also supported 
(β=0.17, p<0.05). User-satisfaction is positively influenced by willingness-to-learn ESIDIS e-procurement 
system. Users that are more willing to learn ESIDIS are more satisfied with it. May be this is due to the 
fact that users who are more keen to learn discover more advanced functions of ESIDIS, that have positive 
impact on the quality of their work. Taken into consideration the fact that users do not read any tutorial or 
long instructions that the system offers for their assistance, the system should be adapted in way that the 
user is introduced to the new or more advanced features of the system gradually and be presented with 
brief but comprehensive explanations (Tzafikou et al., 2017). Animations, colors and tips highlighting 
‘new’ features of the system could be also used to attract users’ attention and curiosity and motivate user 
to explore and use specific features. As of the above, perceived ease-of-use has positive indirect effect 
on user-satisfaction through willingness-to-learn. The ministry should take steps to educate its work-
force about use of ESIDIS especially in advanced functions that make their work easier. Users may not 
be sufficiently educated to be able to use all functions of ESIDIS confidently unless they receive some 
level of training. This implies that, if users consider that ESIDIS will be useful and improve their job 
performance, efficiency and effectiveness then this will result in strengthening their satisfaction. H6 is 
also supported (γ=-0.66, p<0.05). Perceived risk is negatively influenced by the ease-of-use of ESIDIS 
e-procurement system. Users who find ESIDIS easier to use feel less risk while using it. 

As the users feel more confident with using ESIDIS they do not have doubts and hesitations about their 
actions, do not need to double check their actions or to reduce their speed due to any confidence-related 
errors. However, Perceived risk has not any effect on Willingness-to-learn. H7 is rejected. Therefore, 
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perceived risk has no indirect effect on user-satisfaction. Weerakkody et al. (2014) who undertook a 
comprehensive review of the literature to identify the most critical factors that influence user satisfaction 
in e-government claimed that perceived risk was found to be a non-significant one. 

Even after more than a decade of intensive research work in the area of electronic government, re-
search related to user’s satisfaction is still limited (Weerakkody et al., 2014) especially investigation of 
employees – internal customers of governments views and attitudes. 

FUTURE RESEARCH

The paper reports on satisfaction of the government e-procurement information system in Greece, 
particularly investigating the views of the Greek public servants who use the system. Given that this 
research is focused on a specific information systems (EDISIS), the findings may not necessarily apply 
to other similar systems implemented in other countries. Additional work, surveys and analyses should 
be conducted using samples of users of government e-procurement systems in order to derive more 
general conclusions. 

Another limitation of the study is about using the particular set of variables which measure satisfaction 
of the e-procurement information system. The analysis validates a model that describes and measures 
how these particular variables associate to each other. By including or using other variables, other ap-
propriate models could also be calculated. All these models may describe and measure different aspects 
of satisfaction and may be equally correct and important. The capacity of incorporating various variables 
into the model constitutes a major advantage of TAM, which can be extended appropriately when new 
technologies emerge by using domain-specific constructs. TAM has been used in previous studies in 
the e-government context but it was found that TAM alone was not able to explain issues related to e-
government and it was therefore necessary to be integrated with other models and constructs (Al-adawi 
et al., 2005; Carter & Belanger, 2005; Colesca & Dobrica, 2008; Karavasilis et al., 2016; Tahinakis et 
al., 2006; Zafiropoulos et al., 2014), as in this paper. 

CONCLUSION

Entrepreneurship is a central force of economic development generating growth and social develop-
ment and serves as a vehicle for innovation and change (Lordkipanidze, Brezet & Backman, 2005). 
One of the major roles of governments is to create a conducive and enabling business environment for 
fostering entrepreneurial activities, motivating and providing opportunities, comfort and support to 
entrepreneurs. A favourable business environment supporting entrepreneurship includes among others 
good infrastructure and a culture which encourages application of technologies (Mok, 2005). In such a 
policy context, the Hellenic Ministry of Development implemented a business-friendly public procure-
ment system, named ESIDIS. 

The use of ESIDIS is mandatory for the employees who are the internal customers of the govern-
ment. Governmental information systems and services are often designed “top-down” and as a result, 
quite often, fail to adequately consider internal customers’ needs. The success of the implementation of 
the ESIDIS, as all e-government projects, dependents not only on the government support but also on 
users’ willingness to accept and adopt the information system. The paper aims at investigating the fac-
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tors that influence users’ satisfaction from ESIDIS and explain employees’ attitudes toward satisfaction 
using the system. Perceived usefulness, perceived ease-of-use, perceived risk and willingness-to learn 
were investigated. Perceived ease-of-use has significant positive effect on perceived-usefulness. These 
results are in line with Brandon-Jones & Kauppi (2018) who found that perceived ease-of-use has sig-
nificant positive effect on perceived-usefulness, when investigating key antecedents of the Technology 
Acceptance Model for employees expected to use e-procurement systems in their day-to-day activities.

Perceived Usefulness has a significant role in determining user satisfaction, while willingness-to-learn 
affects to a lesser degree user-satisfaction in the mandatory use of ESIDIS. Perceived Usefulness relates 
to the benefits that the system provides to users. The more apparent such usefulness is to the users, the 
more evident the satisfaction becomes. This finding is in accordance with the findings of Mather Caputi 
& Jayasuria (2002). Willingness-to-learn also serves as a mediator for indirect effects from perceived 
ease-of-use to user-satisfaction. Sharabati, Noor & Salleh(2015) found that Perceived ease-of-use has 
significant positive effect on end-user’s satisfaction. From a practical viewpoint Perceived ease-of-use 
and perceived-usefulness are important factors as systems, can be rejected by users due to the unsuitable 
interfaces (Autry et al., 2010). To our knowledge the role of Willingness-to-learn has not been previously 
investigated in the e-procurement context. 

In practice, the study reveals users’ fundamental priorities concerning the satisfaction of an e-
procurement system. Managers and policymakers should take these factors into consideration in order 
to improve internal customers’ satisfaction and consequently increase the success of e-government 
strategic program. However, the primary focus should be the promotion of the usefulness of the system 
and raising awareness of its capabilities and benefits. What is more is that the risks are diminished when 
users’ understand how useful the system is for their job performance. Thus, the design and deployment 
of e-procurement systems should put great emphasis on what could be offered to the users to assist them 
enhance their job performance and on maximizing the added value of the system. Even though the study 
offers the first piece of evidence on satisfaction from ESIDIS information system, the recommendations 
would be helpful in developing and implementing new government information systems especially in 
case of mandatory use. 
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KEY TERMS AND DEFINITIONS

E-Procurement: A comprehensive process in which organizations use IT systems to establish 
agreements for the acquisition of products or services (contracting) or purchase products or services in 
exchange for payment (purchasing).

Perceived Ease of Use: The degree to which a person believes that using a particular system would 
be free of physical and mental effort.

Perceived Risk: The potential for the realization of unwanted, negative consequences of an event.
Perceived Usefulness: The degree to which a person believes that using a particular system would 

enhance his or her job performance.
Public Procurement: Acquisition (through buying or purchasing) of goods and services by govern-

ment or public organizations.
User Satisfaction: End-user’s overall affective and cognitive evaluation of the pleasurable level of 

consumption-related fulfillment experienced with IS.
Willingness-to-Learn: The users’ willingness to try, persist, tinker and even study to learn how to 

use new technologies.
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ABSTRACT

Healthcare is one of the most targeted industries by cybercriminals. The healthcare sector is far behind 
in cybersecurity as compared to other organizations. The vulnerabilities in the system open the door for 
cybercriminals to exploit it and get unauthorized access into the system or network to do a malicious 
activity. Healthcare should have to take cyber threats seriously and follow a security framework that de-
tects and mitigates cyber threats. This chapter presents all cyber threat actors that exist in the healthcare 
sector, common cyber-attacks that can be launched against all actors, and real incidents that took place 
during the past years. Based on these, the authors propose in a tabular form a set of recommendations 
that can be used as countermeasures against any type of attack.

INTRODUCTION

A Cyber threat is a malicious act by an individual or organisation to steal the data and damage the 
computer, systems and networks. The threats include in cyber-attacks are malware, phishing, denial of 
services and data breaches. In 1971, Bob Thomas was the first person who created the first virus and 
named Creeper. He just wanted to create a self-duplicating program. Creeper is a worm which replicates 
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itself and spreads from one computer to another computer. It displayed the phrase “I am a creeper, catch 
me if you can” on the computer screen. It was not like a today modern era virus who cause damage, steal 
information, encrypt the files or demand for a ransom (Parikka, 2007). In 1986, Clifford Stoll who was 
the system administration at the Lawrence Berkeley National Laboratory, notice a suspicious activity in 
accounting data. He Found out that unauthorised person was hacking in to his system. Robert Tappan 
Morris is the son of cryptographer Robert Morris. He graduated from Cornell University. In 1988, he 
did the first cyber-attack with good attention but ended with horrible consequences. He wanted to know 
how big the internet is so he developed the Morris worm virus which travels the web, installs itself 
automatically on other systems and then counts how many duplicate copies it created (Orman, 2003). 
The consequences caused by this worm was a horrible nightmare and it damaged approximately 6000 
computers and total estimated damage of $98 million. His program was the first type of cyber-attack 
called “distributed denial of services”. Morris was charged fines and three years of trial to violate the 
Computer Fraud and Abuse Act.

There are different types of cyber threat actors who do cyber-attacks for their own benefits or as a 
revenge from the company. These actors cause damage to the organisations, steal the data or demand 
a ransom. Cyber criminals are also targeting the healthcare sector because it is an easier task to do. 
Healthcare sector is spending very limited budget in IT department to secure their systems or networks 
so there are few back doors for the hackers to get unauthorized access in to the system and cause dam-
age. The systems are not secure because they are using almost out-dated software and old version of 
operating systems.

The main reason for targeting the healthcare sector is that the patient sensitive information is valu-
able and worth a lot of money. It is more valuable than the credit card and provides a decent amount of 
money to hackers if they sell the information. Cyber criminals also use the information to make fake ID 
to take full advantage of the healthcare facilities and claim the insurance as well.

There are many cyber-attacks are happening in the healthcare sector which are causing a lot of dam-
ages economically and reputation. For example, in UK, USA and many other countries healthcare sector 
was hacked and the damage it causes was too much. In most cases data breaches and ransomware attacks 
took place. Common impacts on the healthcare sector when an incident happened were loss of reputation 
and patient’s trust, compromised medical data and risk of patient safety. Newly trends of cyber-attacks 
are hackers that sell out the medical information on the black market. Ransomware and phishing emails 
both are the most attack happen in the healthcare sector cause data breach and loss of billions of dollars.

The UK has identified sixteen critical infrastructure sectors including the healthcare and protection of 
these infrastructures is very important. The UK and every other country must use a security framework 
in order to detect and mitigate the cyber incidents. NIS directive is the cyber security law implemented 
across the EU countries. The objective of the directive is to create a common framework that EU countries 
can use in order to detect and protect the systems and networks from cyber-attacks (Maglaras, 2018).

When people are aware about the cyber threats and know how much damage they cause then they 
are ready to take action that could mitigate these attacks. There are many different ways to mitigate 
cyber-attacks which are really helpful in order to secure the systems or networks. In this chapter, differ-
ent types of countermeasures are discussed and also their advantages and disadvantages as well. Once 
a healthcare provider is secure the can be more competitive against their competitors (Makarona E, 
2019), (Kavoura A. a., 2017) and should incorporated in the strategic design of new co mpanies in the 
field (Kavoura A. a., 2016). 
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As stated in the latest report from ENISA (ENISA, 2020) cybersecurity becomes more of a priority 
for hospitals and it is essential to be integrated holistically inside all processes, components and stages 
that may influence the healthcare ICT ecosystem. During the coronavirus pandemic a lot of cyber inci-
dents using or targeting the Health sector globally since January 2020 were reported. The Coronavirus 
(COVID-19) pandemic is used as the vehicle to attack and the vast majority of the incidents are related 
to cybercrime, using Spearphishing, Malware, Ransomware, DDoS, Misinformation campaign, and even 
mobile telephony attacks (SMShing). Moreover, in order to showcase the importance of cybersecurity 
on healthcare the European cyber exercise that ENISA organizes every two years (Cyber Europe 2020) 
is focused on healthcare and involves national/governmental CSIRTs, Cybersecurity Authorities, Min-
istries of Health, healthcare organisations (e.g. hospitals/clinics), eHealth service providers, and health 
insurance providers.

Based on these findings this book chapter presents all cyber threat actors that exist in the healthcare 
sector, common cyber-attacks that can be launched against all actors and real incidents that took place 
during the past years. Based on these, the current chapter, proposes in a tabular form a set of recom-
mendations that can be used as countermeasures against any type of attack. These recommendations 
can be incorporated into a cybersecurity framework or cyber security assessment model that healthcare 
providers could use in order to perform a gap analysis, assess their security level and take appropriate 
mitigation actions.

Cyber Threat Actors 

Cyber threat Actor can be anyone individual person or group of people from any organisation who just 
do malicious things for their own benefits and revenges (Ayres, 2016). Some of the cyber threat actors 
are as follows which include:

• Individual users who are alone and using their own software tools to create an attack.
• Organisations that are running criminal stuff like developing and executing attacks.
• Insider who is unhappy from their bosses.
• Terrorists
• Hackers
• Business competitors (who wants to know new ideas or plans from their competitor)
• Nation State (Countries who want to know other’s country secrets)
• Spy

Cybercriminals are targeting the healthcare industry for many years. The main reason behind it is 
that healthcare data is more valuable than many traditional resources. On dark web, cyber criminals buy 
and sell patients records for various purposes, like identity theft. Healthcare sector has a vast amount of 
data such as bank account details, personal information, transaction records, and diagnosis, and these 
types of data is the main target for the cyber criminals. 

From the past few decades until now, healthcare sector remains on a low priority in order to spend 
the money in IT security as compared to other big organisations. Previously hospitals used to record 
their health data on paper-based system such as registers and after that when they change their system 
to electronic system they created more entry points for cyber criminals (Evans, 2019).
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The IoT medical devices like the ones used for monitoring heart rate or insulin levels were initially 
designed without the security aspect in mind. These devices can be used from cyber criminals in order 
to launch an attack on a hospital server that contains critical and valuable information. Cyber criminals 
see the medical devices as an easy target as well as other devices like mobile phones and laptops which 
are not really secure (Ferrag, 2018). These devices are the biggest issue for healthcare sector since they 
open back doors for attackers to get access into the network and cause damage.

Hospitals store a large amount of patient’s data on their server that worth more money than the actual 
financial data such as credit cards, debit cards. Cyber criminals use the patient information to create 
the fake ID and buy the medical equipment’s or medicines and can claim insurance by using the false 
patient ID number along with the provider number.

In most of the cases people discover after a long-time when cyber criminals already take benefits of 
health services from their personal medical ID. If patient data contain sensitive protected health informa-
tion (PHI) such as sexually transmitted diseases or psychological problems cyber criminals can use this 
information to blackmail the patients. This is actually a hospital responsibility to secure their patients 
data (Zhang, 2018). When cyber criminals exploit the vulnerability and get inside the targeted system 
then they can install a ransomware and block out the user access to the systems and ask for ransom pay-
ment in order to unblock the sensitive data.

The healthcare industry is using out dated operating systems such as window XP or window 7 due to 
their limited budget. The second issue is that staff hesitate to learn new systems. An expert report found 
out that about “76% of healthcare sectors are using window 7 on their systems and 22% of healthcare 
customers browse on unsupported versions of internet explorer”. The outdated software contains bugs 
and that is the biggest problem for the healthcare sector while updated versions contain bug fixes in 
order to secure the systems. Healthcare sector has responsibility to quickly act on any latest threat in 
order to protect the patient data. 

Common Cyber Threats

Cyber-attacks are growing now a days and every organisation in every country including healthcare 
system are also being targeted by cyber criminals. The worst thing is the impact and damage the cyber-
attack caused. The problem is in the systems and networks, which are vulnerable and opens the back 
door for the attacker to get inside and stole the confidential data.

According to the researcher’s report there are common cyber threats that are causing serious damages 
to the healthcare industry as well. The most common types of cyber threats are as follows:

Malware

Malware is a piece of software which is developed by cyber criminals to gain unauthorized access into the 
computers or networks to cause damage and steal sensitive data. It consists of executable code, malicious 
content and scripts. It is sent in the form of file or a link via email. In order to execute the malware, the 
user has to click on it. There are different types of malware, like viruses, Trojans and worms. 

A Virus is the most common type of malware. A Virus is a malicious piece of software that when 
executed, creates copies of itself by modifying other computer files and programs. Virus can spread 
too quickly from one computer to another computer and damage core functionality, corrupting software 
operation and locking users out of the systems. Cyber criminals before writing a virus make use of social 
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engineering techniques and exploit the knowledge they obtain about security vulnerabilities that exist 
into the networks. Usually viruses mostly target system that are using Microsoft windows and by using 
a complex anti-detection technique manage to avoid being captured by anti-virus software.

There are different types of viruses which are affecting the systems on daily basis. For example; 
Resident Virus, Multiple Virus, Direct Action Virus, Overwrite Virus, Browse Hijacker, Web Script-
ing Virus, Boot Sector Virus, Directory Virus, Macro Virus, Polymorphic Virus, Encrypted Virus, File 
Infector Virus, Companion Virus, Non resident Virus, Network Virus, Stealth Virus, Space filler Virus, 
Sparse Infector and FAT Virus. (Subramanya, 2001).

A worm is a common type of malware which has the ability to replicate itself and spread from 
computer to computer without any human interaction. It does not need to attach itself to any software 
to cause damage to the systems. A Worm can get into the systems as an attachment file via spamming 
email or messages. When the user opens the attachment file, he automatically downloads the worm into 
the system. When it is installed, it goes in the system and infect it without the knowledge of the user. A 
worm can add other malicious software as well in the computer. Worms have the ability to modify and 
delete files and give access to the cyber criminals so they can control the system and its settings. There 
are different types of worms such as email worms, Instant message worms, Internet worms, file-sharing 
network worms and IRC worms (Weaver 2003).

A Logic bomb is another type of malware that is activated when specific conditions are met such as 
when the pre-defined date or time is reached. Cyber criminals can add a malicious code of logic bomb 
in a fake application or with another malware such as spyware so they can steal users’ credentials and 
cause more damage. It is not like virus or worms that spread from one computer to another. 

Ransomware is a malicious malware that takes over your system, prevents the users from accessing 
their data and ask for ransom payment in order to provide access to the data. First ever ransom was 
developed in 1980’s and payment were sent via snail mail but today cyber criminals demand for ransom 
payment to be sent via cryptocurrency because it is safe and do not leak the information who is the 
sender and receiver of the payment. Most common way to send ransom is malspam. Cyber criminals 
deliver ransom via emails by attaching a PDF or Word files. Attackers use social engineering techniques 
to trick people to open attached files or click specific links by faking friend or trusted institution name. 
Another way to send ransom is malvertising in which they advertise an attractive ad on an internet. While 
browsing, user see an ad which seems interesting and clicks on it (Sood, 2011). There are different types 
of ransomware such as scareware, screen lockers and Encrypting ransomware.

Spyware is a software that can hijack your system. It is installed in the system to track and monitor 
the user activity on the web. It is not a virus to replicate itself and damage the systems but it is a software 
which gives access to your computer without your permission. Some organisations intentionally install 
this software in the systems in order to monitor user activity. There are four types of spyware: adware, 
system monitors, trojans and tracking cookies.

Adware is a software that pops-up advertisements or banners on your screen within a web browser on 
a computer screen. Developers add an adware software in their websites or software so it can automati-
cally generate revenue for them. It is also used as a malicious adware software like virus or trojan to steal 
credentials of the users. For example: adware enter in to your system when user download a peer-to-peer 
file in which the adware is hidden then the pop-up ads begins to show after the program files are loaded 
on your system and add tracking cookies, key loggers or hard drive scans so it may transfer passwords, 
documents, credit card numbers and pictures to the cyber criminals.
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MAN IN THE MIDDLE ATTACK

During a Man-in-the-middle attack an attacker secretly intercepts the communication between two par-
ties in order to steal sensitive credentials, corrupt the data or spy on the victims. This attack always has 
three players: Victim, Man in the middle (who is intercepting the communication) and Third party (to 
whom victim is communicating).

For example: user gets an email from the bank asking him to log in to the account and confirm the 
information. The user does not know about the middle of the man in this scenario. The attacker has 
actually created a fake website and send the email to the user which looks like one that originated from 
the bank so the user clicks on it and logs in without hesitation. This means that the user itself handed 
over the credentials to the cybercriminal. 

Session Hijacking is a malicious activity also known as a TCP session hijacking. It is a technique in 
which the attacker hijacks the trusted web user session by secretly getting the session ID. After accessing 
the User’s session ID then attacker can do anything on the network that the legitimate user is authorized 
to do. To do a session hijacking, hackers use a sniffer application such as wireshark or OWASP Zed to 
capture the network traffic which has the session ID between website and client. When capturing the 
string which is known as token the attacker can use the valid token to get the unauthorised access in to 
the web server.

IP spoofing is a hacking technique in which the attacker creates an internet protocol (IP) with the 
fake IP address in its header. The purpose of creating the fake IP address is to hide the attacker own 
identity when attacking a server or any other device. Ip spoofing is not illegal because since users can 
fake their IP address to hide their internet activities and enjoy online privacy. It is illegal if someone 
uses the spoofing in order to pretend being someone else and do criminal acts such as identity theft.

A reply attack is a malicious attack in which the attacker secretly intercepts on a secure network com-
munication and fraudulently delays or repeats the valid data transmission. This attack helps the attacker 
to get the authorised access in a network to steal the information or complete a duplicate transaction.

It is important to note here that humans need to cooperate with start-ups, university hubs and or 
governments in order to find ways to deal with attacks that may also contribute in other sectors apart 
from health (Filkins, 2004)

PHISHING ATTACK AND SPEAR PHISHING ATTACK

Phishing attack is a hacking technique in which attacker sends a fake call, email or message in the form of 
a link or attachment file through any bank or organisation in order to acquire details of a targeted person 
such as account number, credit or debit card or password for a malicious purpose. The cyber criminals 
send a fake email or message so the target user click on it, which is similar to any organisation or bank 
webpage. Phishing emails or messages are send to a very large number of people with the expectation 
that few will respond to it. Phishing attacks typically rely on a social engineering technique which is 
applied to emails or other electronic communication such as direct messaging sent over social networks, 
SMS text messages and other instant messages. Phishers may also use other social engineering and other 
information gathering techniques in order to get the information from LinkedIn, Twitter or Facebook 
to gather background information about the targeted personal and work history, interests and activities.
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Spear phishing attack works like a phishing attack but the difference is that the attacker carefully 
design the emails to target to a single user in order to make him replay back. Cyber criminals select indi-
vidual persons to target in an organisation using social media or other information gathering techniques 
to get some confidential information and then use them in order to create a fake email or message for 
the targeted individual.

PASSWORD ATTACK

Password attack or cracking is a technique to recover the passwords which has been forgotten or to gain 
an unauthorised access to the targeted system. Organisations system administrators usually use this 
technique to check easily crackable passwords in order to suggest the staff to use a strong password to 
protect their system from any cyber activity. Cracking a password is not an easy task because most of 
the services lock down the accounts on repeated login attempts. Once an attacker gets a complete list 
of cracked passwords then he will try his best to break it. The goal of the attacker is to look for large 
number of targets so they crack down their target’s password one by one rather than just to crack the 
password of an individual person.

Brute-force attack is a technique to get the information such as username, passwords and PIN. Brute-
force can be done by using an automated software which is used to try to guess the combinations of 
passwords such as administrator password, encryption key or a hash key of the password. This technique 
is used by cyber criminals to decrypt the encrypted data. Organisations security analyst also used the 
brute-force to test the network security in order to make it more secure. Brute-force techniques happen in 
the early stages of attack when attackers are trying to get authorised access in to their targeted systems. 
Attackers use the brute-force in order to check hidden web pages which are not linked to other web pages 
and which can be exploited easily. Computers are incredibly fast so cyber criminals can do a brute-force 
in order to crack the password 8 character long in just 2 hours and decrypt the weak encryption hash in 
just a month. If the password is longer 8 characters, with a combination of Capital or small alphabets 
and special characters then it makes brute-force more difficult and takes years to guess it.

Dictionary attack is a technique which is used to crack or recover the password by using an actual 
dictionary list. The type of passwords includes in dictionary list are common password list such as pet 
names, famous names of television character and other words. Dictionary attack can be used where 
password is weak and easy to guess such as words, numbers or just phrases. It does not mean if the 
password is weak then attacker can easily crack the password, it takes a long time and a many attempt.

SQL INJECTION ATTACK

SQL Injection attack is a technique which is used to hack a website by inserting malicious SQL statements 
which make some condition give as outcome always true. A website has two important components, one 
is the html code and the second is database server. The SQL statements control the database server. These 
database servers contain username and passwords which are the main target for cyber criminals. Cyber 
criminals use SQL statement in order to add, delete and modify the data or queries from the database 
to gain the full control of the database server. To do a SQL injection attack, the attacker has to find the 
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vulnerabilities in the web application and then put the malicious SQL code on a user login form in order 
to get the unauthorised access in to the database.

For example; In the user login page, write the SQL condition in the password field e.g. 1’ or ‘1’=’1 
then it will show the list of usernames and their passwords if there is a vulnerability in the web applica-
tion code. This condition 1’ or ‘1’=’1 always makes the query ‘TRUE’ in the database. After getting 
the username and passwords, hackers easily get access in to the system.

CROSS-SITE SCRIPTING ATTACK

A Cross-site scripting attack is an activity in which the malicious code is injected into trusted websites. 
Cross-site scripting is known as XSS. XSS attack happen when the cybercriminal uses the website as 
a vehicle to transport the malicious code to the targeted user in the form of a HTML script. When the 
user visits the web application then the code executes. Vulnerabilities in the websites allows the attacks 
to be successfully occur. The most commonly vulnerable vehicle used for the XSS attack are web pages 
comment section and forums. XSS attack mostly happen in JavaScript. XSS vulnerabilities are less 
dangerous as compared to the SQL injection vulnerabilities. There are three types of Cross-site scripting 
attacks: DOM-based XSS, Reflected XSS and Stored XSS.

EAVESDROPPING ATTACK

Eavesdropping attack in which attacker intercepts the communication between the sender and the receiver. 
In this attack, cybercriminal steals the information that smartphones, computers and other electronic 
devices send over a network. Eavesdropping attacks are not easy to be detected because they do not cause 
any abnormal activity in a network transmission. 

Cybercriminals can intercept the data which is transmitting between sender and receiver over a network 
by installing a network monitoring software on their computer or server. Attacker can insert or install a 
software in the targeted system directly or by malware then come back later in order to check the retrieved 
data. Data sniffing can be done easily on the local network as well as on the wireless networking. In local 
networks, data is sent to all ports and sniffer can easily accept all incoming data. In wireless networks, 
the data is broadcast so if the sniffer is using a proper tool then he can receive the data.

DENIAL OF SERVICES ATTACK AND DISTRIBUTED 
DENIAL OF SERVICE ATTACK

Denial of service is a cyber-attack in which cybercriminals aims to interrupt the devices normal functioning 
so that devices are unavailable for the users. Dos Attack is done by flooding the network or servers with 
requests so it is difficult for the authorised victim to access it. It is difficult to recover from a denial of 
service attack. When attack crashes the server, sometimes it can be handled by just rebooting the system. 
A Dos attack can be launch by using a single computer. The US-CERT team provide some guidelines and 
indications that can be used in order to discover a Dos attack such as difficulties to access the website, 
higher number of spamming emails than usual and bad network performance. The motive behind this 
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attack is to harm the organisation or the individual target but sometimes cyber criminal demand for the 
payment from the victim to end the DOS attack.

A Distributed denial of service attack is the most powerful cyber-attack on the internet. Cyber crimi-
nals aim is to send too much traffic to make a server or network unavailable for the user by flooding a 
website. The traffic used to make server unavailable contains fake packets or requests for connections. 
Botnets plays an important role to launch the DDos attack.

Buffer overflow is a type of Denial of service attack when more data insert in to the limited length 
of buffer and the extra data start to corrupting or overwriting the data in that limited space which causes 
the overflow and results in system crash. The malicious overflow data also creates the opportunity for 
the cyber criminals to run the script in order to do a malicious activity.

Flood attack is a kind of distributed denial of service attack in which it consumes all the available 
server resources in order to make a server unavailable for the target. Three-way handshake of TCP con-
nection could be exploited by a flood attack. The attacker floods the victim device with the connection 
requests and when the victim device replies back the attacker the attacker system does not respond back 
due to which the victim system causes to time out and force the system to crash.

A Smurf Attack is a type of distributed denial of services attack. It uses ICMP request packets and 
IP spoofing to the targeted system. Smurf attack has a potential to exploit the broadcast networks IP 
addresses. The ICMP echo requests start from the fake targeted address.

Ping Death is a malicious type of denial of service attack. The attacker aim is to crash or freeze the 
victim computer or network by sending a large number of packets by using a ping command. POD at-
tack can exploit the vulnerability which is already patched in the targeted system and for the unpatched 
systems, this attack is very dangerous.

Botnets are systems controlled by the cybercriminal which were infected in a previous stage with a 
specific malware. These botnets are very difficult to locate because bots are located in different loca-
tions in the world. These bots are used to launch an attack on the target system in order to consume the 
bandwidth and increase the processing tie of the victim’s system.

LOT ATTACKS

Internet of things are those advance tech devices which are smart enough to do their tasks and can work 
wirelessly and do not need to connect to other devices to communicate by wire such as mobile phones, 
tablets, pagers, wearable tech which measure heart rate and insulin level, cameras, headphones, cars, etc. 
In modern era, broadband service is growing, gadgets with Wi-Fi capabilities are introudced day by day 
and processors are more efficient and affordable. The devices makers are creating the devices that can 
collect, send and shares the data. These gadgets make the life of users a lot easier. In hospitals, modern 
tech devices are able to monitor the patients more efficiently and make the communication easy between 
the staff and doctor. Cyber criminals are targeting these devices because these devices are not very secure.
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Insider threats

Insiders are those one who know everything about the organisation, such as employees, former employees 
or business associates. Insider threat may occur by the three different kinds of people:

• Malicious Insiders: employees of an organization who take advantage of their rights for harming 
an organisation for their personal benefits.

• Negligent Insiders: employees of an organisation who are not following the policies and take the 
organisation at risk.

• Infiltrators: not part of the organisation but secretly gather information. 

CYBER ATTACK INCIDENTS

Singapore 

In 2018, a report published stated that Singapore was hit by a major cyber-attack. SingHealth is the larg-
est Singapore healthcare group that was targeted by state-sponsored hackers. They stole the healthcare 
data of 1.5 million people and approximately 160,000 medical reports including the prime minister Lee 
Hsien Loong by exploiting an unpatched version of Microsoft outlook. They used a hacking tool which is 
available publicly and allowed them to install the malware on their vulnerable systems. In the published 
report, it was explained that the attack campaign lasted more than 10 months and stole the medical data 
as well as confidential data such as names, address, numbers and National identity card IDs. The main 
purpose was to target the higher-level individuals from politicians to industrial mangers (Quah, 2014). 
SingHealth has been fined $250,000 and the IT agency (IHiS) who is responsible for Singapore health 
sector get financial penalty of $750,000 for failing not to take the security measures to protect the in-
formation so the total sum is $1 million fine. Based on the success of the attack we can conclude that 
the staff of IHiS did not have the proper cyber security awareness and training which was the reason 
staff did not respond quickly and effectively to the attack. Moreover, there were mis-configurations and 
vulnerabilities in the SingHealth Network and SCM system that should have been resolved before the 
attack. Finally, the IT security incident response team of an IHiS failed to take an appropriate or timely 
action to prevent data stealing. 

Based on the findings of the analysis of this incident the recommendations that could be given to the 
organizations would include the improvement of cyber security policies, the redesign of their incident 
response plans, the scheduling of appropriate training of key staff of the organization, the installation of 
IPS and IDS systems and the overall change of the governance model in terms of cyber security.

United Kingdom

The year 2017 was a nightmare in the history of cyber World because of a global cyber-attack known 
as WannaCry ransomware. A report from the department of health and social care found that NHS is 
attacked by the cyber criminals which costs NHS a total estimated amount of £92m. The WannaCry 
attack caused a serious damage to more than 80 trusted hospitals and 8% of GP practices. The total of 
200,000 computers were shut down and lock out the users with the error messages demanding the ran-
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som payment through Bitcoins. According to the report, WannaCry attack cancelled a number of total 
19,000 appointments which costed the NHS £20 million and £72 million in order to clean up the mess 
and upgrades the IT systems. After the Investigation the attack is blamed on the North Korea Hackers. 
When the attack happened, NHS was using outdated operating system and software such as Windows XP 
which is vulnerable and allowed attackers get unauthorised access in to their systems. NHS had increased 
the infrastructure investment of £60 millionin 2018 and Government said that they will spend the total 
of £150 million to upgrade their IT technology over the next three years. The results have shown that 
organisations have made good progress in implementing data security standards related to people and 
process, but that those relating to technology continue to be challenging.

One year before the incident, NHS was warned about the cyber-attack because their two local healthcare 
branches were infected previously by a ransomware attack. One major reason that attack was successful 
was that NHS was running old operating system (Window XP) in their systems. Based on the findings 
of the analysis of this incident the recommendations that could be given to the organizations would in-
clude the update of the operating systems, the development of appropriate incident response plans, the 
scheduling of appropriate training of key staff of the organization, the installation of antivirus, antimal-
ware, IPS and IDS systems and the overall change of the governance model in terms of cyber security.

Data Breach:

After the devastating WannaCry attack, NHS was affected by a data breach in 2018. NHS accidentally 
shared the sensitive data of 150,000 patients. The reason behind is a coding error in the IT system known 
asSystmOne used by GPs and developed by the TPP. Confidential data were given to the healthcare 
on the basis that it was used to provide the medical care to the people but it was exploited for research 
purposes and clinical audit by the NHS without the knowledge of patients. All the GPs and the patients 
have been informed about this issue. The Software Developer TPP apologised for the fault in the system 
and working with the NHS digital to resolve the issue. TPP clinical director John Parry said the privacy 
of patient data “is a key priority for TPP, and we continually make improvements to our system to en-
sure that patients have optimum control over information”. This attack was due to a coding error in the 
SystmOne software. A correct countermeasure for this attack is the testing of any new software before 
deployment by the software assurance team. 

United States of America

UnityPoint Health data breach was the biggest breach in the history of the US. A total of 1.4 million 
patient records has been breached. A Phishing attack was used in order to compromise their business 
system. In 2018, there are two data breaches in UnityPoint health. First breach happened in its Madison 
campus by a phishing attack on a staff member email account and breached the total of 16,000 patient’s 
confidential data. According to the report, the staff of the UnityPoint health received the attachment 
file in the email, used to trick them to give the login information which led the hacker get access into 
their internal email system. According to the forensics investigators and law enforcement research, the 
purpose of the attack was financially based because the hackers were trying to use the email system of 
the staff to make changes in the payroll payments.

The unauthorised access to their patient confidential data have happened but there is no misuse of 
the patient data is still reported. The main focus of the hackers was to divert the business funds of an 
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organisation. This attack exploited the human factor that is responsible for the majority of the cyber at-
tacks. In this instance proper training along with specific technologies that can secure email applications 
(mail filters, IDS and IPS) along with proper incident response plans are the first recommendations to 
give to this organization.

On the 18th of March of 2018, another cyber-attack which compromised the confidential data of 
500,000 patients of LifeBridge took place. The EMR server of the LifeBridge Health that shared the 
registration and billing system for the other LifeBridge providers was infected with a malware that 
compromised the confidential information of patients. According to the investigation report, the hackers 
first got the access in to the servers on 2016 and compromised the data such as patient name, dates of 
birth, medical history, treatment information and insurance data of patients. Hackers also compromised 
the social security number of some patients. This attack exploited a vulnerability in the EMR server of 
the LifeBridge Health which allowed hackers to install malware in the system. Key recommendations 
for this incident would be the use of a secure SSL/HTTPS encryption protocol, installation of antivirus, 
patching and update of software and routers proper configuration.

RECOMMENDATIONS

The table that follows states all recommendations that need to be taken in order to secure a hospital from 
cyber attacks., based also on the findings from the real incidents that happened during the past years. 
Other security measures can also be applied (Cook, 2017). Education of employees is an important aspect 
of cyber security and dedicated cyber ranges can be used (Hallaq, 2018). These recommendations can 
be used as a basis for building a cyber security framework that can be used from healthcare providers in 
order to perform a gap analysis and conduct cyber security assessments. These assessments can reveal 
the security gaps in the organization, help organize the mitigation plans and their immediate actions. A 
standardized maturity assessment model could be used a trademark for organizations to showcase their 
increased cyber security level and thus improve their entrepreneurial position.

The proposed countermeasures can be grouped in several categories. Technical measures consider the 
technological tools (software and hardware) to prevent, detect, mitigate, and respond to cyber-attacks. 
Organizational measures are important for the proper implementation of any type of national initiative 
or policy. Capacity building measures aim to enhance knowledge and know-how in order to promote 
cyber security. Finally, legal measures aim to provide legislations and an implementable regulatory 
framework to protect the cyber space.

CONCLUSION

In Conclusion, Healthcare is the biggest industry in the world. Every country has its own healthcare 
system such as hospitals, care centres but they are not secure. The systems in the healthcare sector are 
vulnerable and software is most of the times outdated. Cyber criminals are targeting the healthcare sector 
because it is easy to exploit the vulnerabilities and steal the medical data which is valuable and worth 
a lot of money. Medical Information is a sensitive data of patient such as names, address, medical ID 
number and diagnosis. 
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Table 1.  

No Cyber Threats Recommendations

1 Malware

Virus
     • Always keep your software updated and apply patches when released 
     • Do not click on links or download files if any untrusted email you get 
     • Always install an antivirus in your systems 
     • Always backup your data if you do not want to lose it. For backup use external hard drives 
or private cloud storage 
     • Use a strong password which includes Capital and small alphabets, numbers and special 
characters  
     • Turn on and configure properly firewalls which are built-in in your system 
     • On your browser always use an ad pop-up blocker 
     • Do not download files from untrusted websites.

Trojans

Worms

Logic bombs

Ransomware

Adware

Spyware

2 Ma-in-the-Middle Attack

Session Hijacking
     • Use the secure SSL/HTTPS encryption protocol in order to secure your communication 
     • Always install antivirus software in your systems 
     • Always keep your software updated and patch which has a bug fix when release

IP spoofing

     • Use secure encryption protocols like HTTPS 
     • Use a software like network blocker 
     • Configure your routers and switches in a way that they block the packets that are coming 
from other networks, not from your local network if supported

Replay      • Encryption: encrypt your messages 

3 Phishing and Spear Phishing 
attack

     • Use ad pop-up blocker 
     • Install anti-virus software 
     • Always update software 
     • Always turn on firewalls

4 Password Attack
Brute-Force      • Use a two-factor authentication method 

     • Use a Multi-factor Authentication which is more secureDictionary Attack

5 SQL Injection

     • Always update and apply patches 
     • Always turn on the web application firewalls 
     • Avoid using dynamic SQL queries 
     • Use encryption and password hashing to secure your data 
     • Install monitoring tools

6 XSS attack

     • Use SDL standard when you are developing the website 
     • On each page Use the right Meta tag to declare characters in your website  
     • Sanitize the data 
     • Add functions which validate the data

7 Eavesdropping

     • Encrypt your emails 
     • Use the secure SSL/HTTPS encryption protocol in order to secure your communication 
     • Use VPN’s  
     • Use the secure SSL/HTTPS encryption protocol in order to secure your communication

8 Dos and DDos

Buffer overflow
     • Disable the services which are unneeded  
     • Use a firewall  
     • Use an Intrusion prevention system 

Flood overflow      • Use a firewall before servers  
     • increase the connection queue size and decrease the open connection timeout.

Smurf      • disable the router IP-directed broadcast 

Ping Death      • use a firewall to block the ping death attack

Botnets      • Use the RFC3704 filtering which blocks the traffic from spoofed addresses 
     • Black-hole filtering which stops the undesirable traffic to enter in the network

9 IoT Attack

     • Use strong encryption 
     • Strong and unique passwords for the Wi-Fi network 
     • Keep your software updated 
     • Use a two-factor authentication method 
     • Try to avoid public free wi-fi 
     • Update your network devices like routers and switches which are offering strong security

10 Insider Threat

     • Monitor the activity 
     • Organisation must provide cyber security training to their employees to notice the 
suspicious activity and benefit of cyber security 
     • Publish a security policy 
     • Apply Physical security  
     • Secure the systems and use a secure authentication finger print scanner in the building
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There are many cyber threats which can affect the healthcare system in a second and cause a lot 
of damage which we cannot imagine. The impact of cyber-attacks is devastating. Millions of patient 
records were compromised during several attacks that took place in recent years which cost the loss of 
billions of dollars.

It is always the organisation staff and higher rank officers’ fault that they do not take the cyber-attack 
seriously and do not take the action immediately in order to secure their systems or networks. There 
are few security solutions that could be applied but healthcare sector should have to follow a proper 
security framework. There must be set of rules and regulations and policies. There must be an incident 
response team ready and well trained which immediately can act and try to mitigate an attack once hap-
pened. There are security mechanisms like an Intrusion detection system and an intrusion prevention 
system, that are really helpful in order to detect and block attacks that can be used in order to increase 
the security level of the healthcare sector.

This book chapter presents major cyber threat actors that exist in the healthcare sector, common cyber-
attacks that can be launched against all actors and real incidents that took place during the past years. 
Based on these, the current chapter, proposes in a tabular form a set of recommendations that can be 
used as countermeasures against any type of attack. These recommendations can be incorporated into a 
cybersecurity framework or cyber security assessment model that healthcare providers could use in order 
to perform a gap analysis, assess their security level and take appropriate mitigation actions. A proper 
assessment can reveal any security gaps in the organization, help organize the mitigation plans and their 
immediate actions. A standardized maturity assessment model could be used a trademark for organiza-
tions to showcase their increased cyber security level and thus improve their entrepreneurial position.
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ABSTRACT

The role of innovation as a vital driving force of entrepreneurship and economic development has been 
widely acknowledged. Especially in an era of economic turbulence, innovation can be seen as the only 
realistic strategy that can lead enterprises out of the crisis. Based on the innovation taxonomies identi-
fied in the Oslo Manual, namely organizational, marketing, process, and product innovation, a survey 
was carried out in a Greek region adapting the fourth Community Innovation Survey questionnaire 
in 43 SMEs, capturing the effects of economic recession on the firms’ innovativeness, and drawing a 
profile of the entrepreneurship innovation in the region of Western Macedonia, Greece. By applying a 
strategic group’s approach, the authors come up with some interesting findings concerning the type of 
SME innovativeness and results of innovation during a period of financial crisis.
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INTRODUCTION

Innovation - being organizational, marketing, process and product - is the engine of competition and 
industry competitiveness (Ambec et al., 2013; Cegarra-Navarro et al., 2016, Bookis, 2016) and a major 
drive for entrepreneurship (Masouras 2019b). Companies innovate primarily by introducing new products 
in the market and innovating is a way of scoring points against competition. Nevertheless, innovation 
on its own cannot make a business blossom since market success and development is highly influenced 
by the economic environment (Workman, 1993).

There is a consensus among economists on innovative actions to be taken during an economic reces-
sion and crisis (Gulati et al., 2010; Hyytinen and Toivanen, 2005). In that sense, these actions can be 
seen as the only realistic process that can lead enterprises out of the crisis, and help them build social 
capital and trust with stakeholders (Antoniadis and Charmantzi, 2016). Moreover, someone should take 
into consideration Joseph Schumpeter, who famously argued that the process of “creative destruction”, 
while painful, fosters innovation and progress by discarding the old and familiar for the new and better 
(Schumpeter, 1983). From this perspective, the downturn may be a source of opportunities for innovators 
and innovation systems. Also, it is particularly relevant to study innovation to understand whether the crisis 
potentially affected firms’ innovation and, in this way, their capacity to improve their competitiveness.

Based on the above, this chapter seeks to examine whether innovative activities can be maintained in 
a difficult economic situation and if so will they constitute a valid way to cope with crisis and recession 
periods. To do so, a questionnaire measuring innovativeness is used in a Greek region. The questionnaire 
was answered by participants for 2 different time periods, the first from 2007-2010 and the second from 
2011-2016 in order to study the impact of the economic crisis on the innovative activities of the region. 
The chapter is organized as follows: In the next section, we put forward the theoretical background of 
the empirical analysis. Section three presents the data sources and methodology. Section four presents 
a descriptive analysis and results on the firms’ innovativeness in a Greek region, and more specifically 
the region of Western Macedonia, describing the different profiles of innovative firms using the strategic 
group methodology and cluster analysis. Finally, the last section contains discussion and conclusions.

THEORETICAL FRAMEWORK

Innovation for Business

As today’s global economic landscape is changing rapidly, the ability of businesses to introduce new 
innovative products to the market faster than their competitors is perhaps their most distinct competi-
tive advantage. This becomes obvious by the significant market share that innovative companies gain 
while increasing profitability (Cegarra-Navarra, 2016). Extensive research in this field has shown that 
companies that are constantly innovating normally double their profits compared to others. Therefore, 
innovation constitutes the foundation and driver of competitiveness worldwide (Carayiannis, et al., 2014). 
In the context of the green paper on innovation, innovation is taken as being a synonym for the successful 
production, assimilation, and exploitation of novelty in the economic and social spheres. Innovation, at 
an aggregate level, represents the successful exploitation of ideas that are new to an adopting organiza-
tion, into profitable products, processes and / or services (Boukis, 2016). 
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The term innovation refers to a process that comprises three stages: the conception of a new idea, its 
evaluation, and, finally, its practical implementation. Thus, innovation is a multidimensional concept 
constituting an important element of modern entrepreneurship. It includes the element of introducing 
and implementing innovations as well as the creative imitation of any innovative entrepreneurial en-
deavor, recognizes and exploits market-generated profit opportunities, seizes opportunities differently 
from others, and undertakes business initiatives that do not only focusing on the creation of businesses 
but also on their modernization.

The list of innovation taxonomies is really broad. It starts from architectural, modular, improving and 
evolutionary innovations, to radical, incremental, really new, discontinuous and imitative innovations 
(Garcia and Calantone, 2002). In the literature, the two categories of radical and incremental innova-
tions are referred to as the most embedded taxonomies (Chandy and Tellis, 2000; Henderson and Clark, 
1990; Myers and Tucker, 1989). Radical innovation refers to major changes in technology/knowledge 
that stem from the discovery of something new, while incremental innovations are major advances to 
an established technology/knowledge (Garcia and Calantone, 2002). In Organization for Economic 
Co-operation and Development (OECD’s) Oslo Manual, which provides guidelines for collecting and 
interpreting innovation data, innovation is defined as the implementation of products or production and 
delivery of processes with new or significantly improved characteristics. The third edition of the Oslo 
Manual extends the definition to include new organizational methods in business practices, workplace 
organization, or external relations (OECD, 2005).

In this research, we use the four types of innovation as identified in this third edition of Oslo Manual 
for measuring innovation: product innovation; process innovation; marketing innovation and organiza-
tional innovation (OECD, 2005).

• Product Innovation, involves a good or service that is new or significantly improved. This in-
cludes significant improvements in technical specifications, components, and materials, incorpo-
rated software, user-friendliness or other functional characteristics. In the education sector, prod-
uct innovation can be a new or significantly improved curriculum, a new educational software, 
etc” (OECD, 2005).

• Process Innovation involves a new or significantly improved production or delivery method. This 
includes significant changes in techniques, equipment and / or software. In education, this can, for 
example, be a new or significantly improved pedagogy” (OECD, 2005). 

• Marketing Innovation involves a new marketing method engaging significant changes in product 
design or packaging, product placement, product promotion or pricing. In education, this can, 
for example, be a new way of pricing the education service or a new admission strategy” (OECD, 
2005). 

• Organizational Innovation involves introducing a new organizational method in the firm’s busi-
ness practices, workplace organization or external relations. In education, this can, for example, 
be a new way of organization of work between teachers, or organizational changes in the admin-
istrative area”(OECD, 2005). 

Schumpeter considers innovation as a critical dimension of economic change and competitiveness 
(Hyytinen and Toivanen, 2005). From his point of view, economic change revolves around innovation, 
entrepreneurship and market power. According to M. Porter (Damanpour, 1992), sustainable competitive 
advantages are achieved by a firm while performing the same profit with lower costs than its competitors 
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(cost advantage) or get higher profits compared to its competitors on competitive products (differentia-
tion advantage). Taking all the above into consideration, the competitive advantage enables the firm 
to provide higher value for consumers and also make a higher profit. The competitive advantages are 
based on a strategic management model that works simultaneously with the innovation process that has 
to be encouraged, maintained and developed through various business strategies (Garcia and Calantone, 
2002, Bookis, 2016).

The Crisis Environment

The economic crisis that started in 2008 has negatively affected business innovation and research and 
development (R&D) in all countries. It has caused a severe slowdown of global economic growth. This 
slowdown means the reduction of goods demand, services, and industrial products. In fact, businesses are 
under strong pressure to adapt to these conditions. Often they have to cut costs, rethink their corporate 
strategy, investments as well as restructuring their activities (Ulrich, Rogovsky and Lamotte, 2009). A 
combination of the economic downturn and fiscal austerity are negatively influencing aggregate demand. 
On the other hand, the banking crisis led to tougher credit conditions. Generally, the problems that busi-
nesses face during that period of crisis of relevance to innovation are:

• The lower demand for their products and substantial uncertainties over future trends in consump-
tion (Almunia et al., 2009; Reinhart and Rogoff, 2009).

• The potential challenges that public support for innovation faces, given the priority attached to 
fiscal consolidation.

• The vulnerabilities of the global financial system (Reinhart, 2011). Fragilities in the banking sec-
tor affect innovative businesses’ opportunities to obtain external financing. With markets speculat-
ing in sovereign default risks, moreover, the banking sector in Europe and beyond remains at risk 
(IMF, 2011a, 2011b).

So, in this turbulent economic environment of the crisis, businesses are faced with the urgent need to 
take action to survive. Businesses that act decisively and strategically and respond early to the crisis they 
usually do better than those who suffer from paralysis or re-act panic-stricken (Branstad, Jackson and 
Banerji, 2009). Indeed, how fast and effectively someone responds to a business crisis, affects its reputa-
tion, its credibility, the integrity of its business and its market performance (Calloway & Keen, 1996).

Although crisis affects all sectors of business activity, Small and Medium-sized Enterprises (SMEs) 
are considered more vulnerable compared to large enterprises since they lack, in comparison, the manage-
ment mechanisms, the manpower, the material and the financial resources to deal with such unexpected 
events. According to Archibugi et al. (2013), small and medium-sized enterprises are generally more 
vulnerable in times of crisis for many reasons, such as:

• It is more difficult for them to shrink as they are already small enough.
• There are no significant differences between their economic activities.
• They have low capitalization.
• They have a low or no credit rating.
• They are highly dependent on their credit rating.
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The global financial crisis did not affect all countries to the same extent and recovery processes 
were very unequal (EC, 2011a). The intensity of the shock and the differences in countries’ innovation 
systems also produced differential impacts on innovation performance. Moreover, according to interna-
tional articles the crisis was widely predicted by markets but without predicting the intensity and extent 
with which it spread (Togni, Cubico and Favretto, 2010). Most businesses have had more or less time 
to prepare. In addition, businessmen and business executives had already faced different types of crises 
in previous years and therefore already had implemented and consolidated their strategy to cope with 
difficult economic times. Taking into consideration that a crisis is never far from business, several of 
them prepared a plan in case they are faced with high situations of uncertainty. Moreover, some firms 
will exhibit a persistency in investing in innovation during recessions, but others will not.

The Greek SMEs During the Crisis

The recent economic crisis has significantly influenced businesses in Greece both from the demand 
and supply side. The Greek economy and especially the Greek SMEs were called upon to operate in an 
explosive environment. Greece’s credibility in international capital markets has been shaken. Private 
and public investment has been significantly reduced. Over-lending and over-consumption of the public 
fueled over-consumption of the private sector, maintaining significant deficits in competitiveness and 
productivity. The government debt as a percentage of GDP has grown significantly and the state is now 
left in extraordinary lending by official bodies to finance social expenditure, wages, and budget deficit. 
So the country had to appeal to the IMF, the ECB, and the EU to avoid a halt to payments; and adopted 
an ambitious and rigorous fiscal adjustment program. Of course, beyond the deficit and debt crisis, the 
country is facing challenges to its competitiveness and employment prospects, as well as to its human 
resources (Masouras, 2019a). It falls short of its European partners in critical sizes, such as foreign 
direct investment, labor productivity and the degree of participation population in the workforce. The 
Greek economy was unable to provide employment opportunities, especially among young people and 
women and suffers from low rate mobility of the workforce, which makes it difficult to find a job for 
new entrants to the market.

According to PwC of Greece, the crisis has led Greek companies to reduce their long-term plans, in-
crease their liquidity, reduce operating costs and adopt a more cautious attitude towards large investments. 
Coming out of the crisis, however, Greek companies need to choose the strategy to follow, to increase the 
value of their business, either by accelerating their growth or by improving their profit margins. Many 
have been forced to close their businesses and switch to foreign markets, migrating to third countries or 
investing in third countries creating new businesses there. We cite Bulgaria as an example. Moreover, 
PwC reports that the competitiveness of Greek companies has improved, but only marginally. Of the 
8.7 that was the average competitiveness indicator for the 3,000 largest companies, in 2016 it was 10.4. 
However, this change in the scale of competitiveness from 1 to 27 is not considered a “tectonic” change. 
Finally, the study concludes: “the crisis is over, but the corporate economy is neither ready nor willing 
to grow.” This is because Greek companies eventually, after a decade of the financial crisis, adapted 
more to a low-demand environment than to a process of deeper competition.

Taking all the above into consideration, the crisis has made it clear that the pre-existing Greek model 
of development suffered from structural disadvantages that the country had to face for the Greek economy 
to recover. Today, the need for adoption in innovative actions is imperative to lead the country gradually 
out of recession and austerity into one sustainable economic growth.
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Numerous surveys have been carried out at a regional and national level, to study the impact of the 
crisis on small and medium-sized enterprises. The present research focuses on studying the impact of 
the crisis on the innovativeness of SMEs in a Greek Region, the region of Western Macedonia.

Western Macedonia’s regional economy is based heavily on the mining activities, the production of 
electric power (70% of the country’s total electric power is produced in the region) and the fur-leather 
sector (Samara et al. 2010). The primary sector is significantly underperforming, regarding productivity, 
although lately, it has developed new directions through niche markets, for example, organic production 
and high-end wine production. The tertiary sector develops important areas of tourism-related activities 
and supporting services as well as of the main manufacturing activities. Western Macedonia and Epirus 
are the two Greek regions that posted the highest unemployment rate (20.3 percent) for 2018 (Samara 
et al., 2018).

According to the most recent study on the competitiveness of EU regions, out of a total of 262 EU-27 
regions, RWM, like all Greek regions, is very low on all indicators (except Attica). More specifically, 
based on the competitiveness indicators we have (Regional competitiveness statistics):

Ø On the main pillars, the RWM is particularly low in the quality of institutions (last in the ranking in 
the Greek regions along with the regions of Central Macedonia and Thessaly) and infrastructure 
in 6th place out of the 13 Greek Regions. In terms of health, almost all of the Greek regions are in 
the best position at the European level, with RWM ranking 4th in Greece.

Ø In the pillars of efficiency, in the Higher Education and Lifelong Learning Index, the RWM is ranked 
9th out of 13, 10th in labor market efficiency and 6th in market size. In all three indicators of the 
pillar of efficiency, the Greek regions are very low in the ranking of European regions.

Ø In terms of innovation pillars and technological readiness index, RWM is in the 5th position along 
with the Regions of Eastern Macedonia - Thrace, Central Macedonia, Thessaly, and Epirus while 
in the innovation index is in 6th place.

Noteworthy is the RWM’s position in the index of business culture, which occupies the last position 
in the Greek regions and two positions before the end in the European regions (260th out of 262 regions). 
In the sub-category indices, the RWM is in the last positions of the European regions while in the Greek 
regions it is 8th in the key pillars, 13th in the efficiency pillars and 12th in the innovation pillars. The RCI 
(Regional Competitiveness Index) 2016 ranks 12th in Greece and 258th out of 262 in Europe. The RWM 
ranks lower than the European average in all ICT-related indicators, both at the level of public services 
to the citizen and at the level of businesses. The European Commission has been monitoring Member 
States’ digital competitiveness with the Digital Economy and Society Index (DESI) reports since 2015. 
Greece ranks 26th out of the 28 EU Member States in the European Commission Digital Economy and 
Society Index (DESI) 2019 (Digital Economy and Society Index (DESI) 2019 Country Report, 2019). 
Greece - compared to the other Member States - still ranks low on all indicators related to the Digital 
Agenda 2020 (European Commission, 2017). Of the few indicators available, it appears that RWM in 
2011 is significantly behind the European average frequent use of the Internet (44%, EU27 68%) but also 
online shopping (15%, EU27 45%). Although it has experienced rapid growth in both categories over the 
last 2 years (at 54%, and 23% in 2013 respectively) the divergence from the European average remains.

The innovative image of the Region of Western Macedonia is detailed in the Regional Innovation 
Scoreboard, 2016. Specifically, RWM belongs to the third category of innovation, moderate innovation, 
while its innovative performance decreased significantly (-12%) compared to the last two years. The 
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graphs of the summary innovation index (Figures 1, 2) show that the relative advantages compared to 
the EU28 average are in the indicators: non-R&D innovation costs, SMEs with marketing innovation or 
organizational innovation, as well as tertiary education.

Figure 1. Innovation Summary Index. Source: Regional Innovation Scoreboard, 2016.
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The trend graph (Figure3) below shows that the relative advantages of the Regional Innovation System 
(i.e. the indicators above the shaded area, reflecting the Regional Innovation Index of the Region) are 
the non-R&D costs innovation, participation in higher education, and SMEs with marketing or organi-
zational innovation. Weakness appears in business R&D spending, EPO patents and exports of medium 
and high technology products.

Figure 2. Histogram of innovation subcategories that make up the summary innovation index. Source: 
Regional Innovation Scoreboard, 2016.
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The study of the innovation indicators for the Region of Western Macedonia under the impact of 
the crisis is the main objective of this research study, using the Community Innovation Survey (CIS) 4 
questionnaire. The study horizon of the questionnaires is from 2007-2016 and is the same as the time 
horizon of indexing the charts above. Therefore, we can identify and confirm the trend of these indica-
tors through our research.

METHODOLOGY

The authors conducted a survey methodology based on the Community Innovation Survey (CIS) 4 
questionnaire concept in one Greek region, namely the Region of Western Macedonia, during the first 
semester of 2016. This research is investigating the four types of innovation in the region, namely, 
product innovation; process innovation; marketing innovation and organizational innovation, and the 

Figure 3. Graphs of innovation subcategories of the innovation summary index. Source: Regional In-
novation Scoreboard, 2016.
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attitudes of SMEs towards them, and also the ways they felt it benefited their business, and helped them 
to tackle the crisis.

The sample used was random, and face to face interviews were used as a method to gather informa-
tion. In particular, in simple random sampling, all statistical units and all n-size samples have the same 
probability of being selected. The sampling frame was generated from a database provided by

the chambers of the region. An initial questionnaire, was sent in 300 randomly selected firms from 
various economic sectors, containing 10 questions concerning basic innovation principles (e.g if the 
firm has a site, or whether it has filed a patent for a product etc.). The firms that have answered posi-
tively in 70% of the questions in the initial questionnaire were then selected for the second stage of our 
research, that included the extended CIS questionnaire. That questionnaire was sent in 102 firms from 
the original 300 firms. 

To maximise the response rate, the researchers contacted with the targeted SMEs, educate them of 
the objectives/ benefits of the study and proactively encouraged participation by being a point of contact 
which respondents could approach if in need of assistance when filling in the questionnaires. 43 completed 
usable questionnaires were obtained, representing an 28,66% response rate. It is acknowledged that this 
response rate is relatively low, although not entirely unexpected, taking into consideration the above 
mentioned numbers and indicators of the RWM regarding innovation culture. It is however satisfactory 
considering the response rates of similar organizational studies concerning firms (Baruch and Holtom, 
2008; Fulton, 2018). In any case, the businesses that accepted and completed the questionnaire, based 
on the Central Limit Theorem, are a reliable sample that can contribute to the formulation of statistically 
significant research results. In this context, we can use the table of N (0,1) distribution when n (sample) 
is greater than 0. Therefore, for the purpose of a questionnaire survey, the sample should be greater than 
30 (Chatzinikolaou, 2002). Finally, the value of Cronbach’s Alpa for the 29 questions regarding the 
importance of innovation (process, product organizational and marketing) was 0.859.

From the analysis of the data gathered through face-to-face interviews the following key point areas 
were assessed:

• the number of staff, since usually small companies in terms of employees very rarely innovate,
• existence of Research and Development (R&D) activity indicating innovative policy and techno-

logical development orientation,
• the proportion of workers with tertiary education as a prerequisite for the minimum sufficient level 

of human resources to manage the innovation process,
• existence of minimum “digital compliance” with the use of computers and internet, since today no 

business operates without them not to mention an innovative business,
• to date and future intended introduction of a new product, service, technology or organizational 

innovation, as it highlights an innovative orientation that may have existed or had sound founda-
tion for it to grow in the foreseeable future,

• geographical markets for its products - services, since typically only companies with a supra-range 
(at least by national and especially international scope) develop or use extensively organizational 
and technological innovations.

The effort to use a multi-criteria evaluation for each criterion (question) was assessed as inelastic 
in the sense that it removes the value of empirical knowledge on entrepreneurship and entrepreneurial 
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activity in the region and instead the empirical and synthetic analysis was preferred, taking into account 
each and every single criterion - questions with special reference to the ones highlighted above.

Our analysis is grounded on the CIS 4 questionnaire of 2008 which collects information about product 
and process innovations as well as organizational and marketing innovation. The questionnaire included 
eleven sets of questions examining the following:

1.  general information about the company;
2.  organizational innovation;
3.  marketing innovation;
4.  process innovation;
5.  innovative products and services;
6.  abandoned innovation activities;
7.  activities (internal, external, etc.); 
8.  expenditure related to innovation, inventory information sources and collaborative innovation 

activities;
9.  the impact and the extent of innovation outcomes;
10.  hampering innovation activities; and
11.  requests vesting copyright.

In our research each question had to be answered for 2 time periods, the first from 2007-2010 and 
the second from 2011-2016 in order to in order to study the impact of the economic crisis on this in-
novative measure.

Figure 4. Process related innovations
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INNOVATION AND STRATEGIC GROUPS IN THE 
REGION OF WESTERN MACEDONIA.

Innovation Characteristics

The majority of the participating firms have engaged in some form of innovation adoption. The most 
important one was product-related innovation that was introduced by the 79.07% of the firms of the 
sample, while some kind of process innovation were implemented only by 3 out of the 4 firms that 
participated in our survey. The most important process innovations (Figure 4) were the ones concern-
ing information technology and the adoption of information system as they are an important factor for 
supporting other business processes of a firm and their adoption is an important and difficult decision 
for SMEs (Antoniadis et al., 2015; Kavoura and Koziol, 2017). Innovations and changes concerning the 
production of goods or services accounted for 48.84% and supply chain management changes for 46.51% 
denoting its importance (Serdaris et al., 2014). It is interesting to note that these changes can be related 
to either the introduction of new products or the need to reduce costs, as a result of the dear economic 
situation firms had to face because of the reinvigorated financial crisis in 2016.

It is interesting however to note that only 4 out of the 43 firms had a dedicated R&D department, and 
most of them rely on informal internal sources of innovations, like employees or entrepreneurs’ ideas 
and research (60.47%), or sources from the market (Tödtling and Kaufmann, 2001) like suppliers and 
business partners, customers, competitors or business consultants (44.19%), as it can be seen in Figure 5. 

Other sources of information are also important like business fairs, business associations, and special-
ized press articles is important for the 39.53% of the respondents, while only 12.79% rely on research 
and collaborations with universities and research institute that is quite disappointing as it demonstrates 

Figure 5. Sources of information regarding innovation activities
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a lack of connection between SMEs and universities (Tödtling and Kaufmann, 2001; Masa and Testa, 
2008), and demotes the role universities can play in promoting innovation for SMEs and knowledge 
transfer exchange (Padilla-Meléndez and Garrido-Moreno, 2012; Makaraona and Kavoura, 2019).This is 
an important issue that should be considered by entrepreneurs, universities, and policymakers, to provide 
a framework of entrepreneurial education and counseling, that would help entrepreneurs and SMEs in 
their strategic design process (Kavoura and Andersson, 2016).

The financial crisis had seemed to only marginally affect the number of money firms spent on innova-
tion. Despite the fact that literature identifies innovation and differentiation as one of the main strategies 
for firms and entrepreneurs, to tackle financial crises (Makkonen et al., 2014; Peris-Ortiz et al., 2014; 
Notta and Vlachvei, 2014) only 18.60% of the respondents of the sample stated that they have increased 
the amount spent on innovation, while the 16.28% decreased their innovation-oriented budget. The rest 
37.21% have not made a change, while 20.93% did not spend money on any innovation.

The most important factor that obstructed the adoption and implementation of innovation (Figure 6) 
was financial and cost-related (31.78%). This comes with no surprise as the financial crisis and capital 
controls had a severe effect in the ability of firms, and especially small ones, to raise money(Cowling et 
al., 2012), and have access to finance from banks, or other sources of funds (like state and EU incentive 
schemes for investments and innovations).

Another important reason that made innovation implementation difficult was the lack of specialized 
personnel, which was deteriorated by the financial crisis as it was more difficult for firms to hire people 
with specialized knowledge and skills, and poor access to information concerning technology issues and 
market needs and demand. These factors can be characterized as knowledge related and were found to be 
the most important by 19.19% of the respondents. Market-related issues concerning market structure and 

Figure 6. Factors obstructing innovation adoption and implementation
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uncertainty in the market and the economy was also considered to be important (19.77%), while 8.14% 
responded that they felt there is no demand for innovations by their customers, or they have adopted 
innovations in the past, and there is no need for innovation for their firms in the present.

As far as the perceived results of the adopted innovations are concerned (Figure 7), the product-related 
innovations were considered to be the most important ones (52.71%), as these innovations, according to 
the respondents, increase product and service range of the firm, help market entry in new markets or the 
expansion of market share in existing markets, and finally it helps improve the quality of products and 
services. Process related innovation followed with 41.28%, with respondents identifying as production 
flexibility, an increase of output, but most importantly the reduction of cost both in terms of labor and 
materials as the most important components. Finally, only 15.12% found that environmental-related 
results were the most important, including regulatory compliance requirements.

Profiling the Strategic Groups of Innovativeness

Strategic Groups analysis is considered to be one of the most useful analytic tools in terms of strategic 
management that helps us understand the structure of an industry and its dynamics (Mas-Ruiz et al., 
2014). Porter (1980) defined strategic groups as a “group of firms in an industry, following the same of 
similar strategy along the strategic dimensions”. Although it has been used mainly for industry analysis 
and is a rather “old” technique of analysis it has several advantages that prove her to be relevant even 
today. For example, it provides a detailed analysis of the strategies applied in an industry categorizing 
them in an analytic and easy to measure way (Ketchen and Shook, 1996) that is easy to be applied, used 
and interpreted by managers (Leask and Parker,2006). 

Figure 7. Importance of perceived results of innovation
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In that way strategic groups’ analysis provides an insight into the existing differences between competi-
tors and the ways they are using resources and their capabilities to compete within a market, facilitating 
the strategic management process (Panayides 2002). A number of studies have attempted to identify 
strategic groups in various Greek industries (Oustapassidis, 1998; Tsourogiannis et al., 2008 Goulas et 
al., 2009), but few have attempted to classify firms in terms of their innovation orientation in regional 
level. Although it is accustomed to perform this analysis only within one industry, it is possible to per-
form this analysis to create a strategic profile of firms that have a common characteristic as Halkias et 
al. (2009) did examine entrepreneurship from immigrants in Greece. The common characteristic of the 
firms in our sample is that they are SMEs from local entrepreneurs that have their main base of opera-
tions is in the region of Western Macedonia.

Figure 8. Cluster membership
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In order to identify the profile of innovativeness of the firms in the region, and classify them into 
strategic groups we have used cluster analysis (Ketchen and Shook, 1996) and most specifically the Two-
Step method as our data sample and the variables used for the classification of the firms that responded 
to our questionnaire, had both numerical and categorical variables (Hair et al., 2006). 

The variables used to identify the strategic groups of the firms that participated in our survey are 
the following: 

• Innovation importance (based on perceived by the entrepreneur results), for four types of innova-
tion were grouped in three categories namely Process, Product, Environmental related results, 
measured in a 4 scale level of importance. These factors were identified with the usage of factor 
analysis of the related components. It is interesting to note that although cost related to the mate-
rial and energy used was considered to be a process related result and benefit when factor analysis 
was conducted it scored high on the factor related to environmental results.

• Industry: Manufacturing, Commerce, Services.
• Market orientation, and extroversion, identifying the main markets of the firms, as local, regional, 

national, and international in case of exporting in counties inside or outside the EU.
• Quality control schemes (like ISO etc.).
• Existence of other kinds of certifications that would be necessary for exports or to comply with 

customers’ standards, and finally
• Total Number of employees.

One company was dropped out due to missing values. Using the Two-Step technique we have identi-
fied 3 main strategic groups as shown in Figure 8, with the ration of largest to smallest cluster taking the 
value of 3.14. The Average Silhouette value of cohesion and separation equals to 0.4 that is considered to 
be fair (Hair et al., 2006). Although the firms are competing in different industries the strategic groups’ 
approach can provide useful insights on the nature of innovative firms and the strategic characteristics 
of innovation on a regional level, during an economic crisis, as all firms compete for limited resources, 
and market share in terms of financing and consumers’ income.

In Table 1 the results of the cluster analysis are presented. The values of the centroids are offered for 
the 4 continuous variables, namely the number of employees, and the three types of perceived innovation 
results, product, process and environmental. It is interesting to note that the 3 groups present common 
characteristics in terms of the number of employees that are in line with the European Union classifica-
tion of SMEs companies according to their size (very small, small, medium sized). As far as the rest of 

Table 1. Centroids values for the identified strategic groups

Employees Product innovation 
results Process innovation results Environmental innovation 

results

Mean Std. 
Deviation Mean Std. 

Deviation Mean Std. 
Deviation Mean Std. 

Deviation

Cluster

1 10.41 17.101 -.3375 1.0968 .0696 1.0658 -.2716 .6623

2 32.08 55.420 .2135 .7640 -.0185 .8019 .7801 1.2030

3 28.14 20.062 .6643 .6506 -.1845 1.2300 -.5949 .6329
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the variables are concerned the three identified groups seem to share same perceptions, concerning their 
innovation strategies, certification policies and tactics, and market orientation.

The results of Table 1 offer interesting insights for discussion in both terms of the characteristics of 
entrepreneurs in the region as well as the role of innovation in each firm depending on which group they 
belong. The first strategic group, that is the biggest one of the three, numbering 22 firms, consists mostly 
of smaller firms in the commerce sector, from local entrepreneurs, but there are also a few manufacturing 
firms. The main markets for this group are the regional and national ones, and only a few of them do 
export, mainly cross-border trade transactions, and more specifically in neighboring Balkan countries. 
None of the three types of innovation seems to be an important factor of competitive advantage for the 
firms of this group, but the innovation that is considered to be the most important for the firms of this 
group, in terms of results is process innovation, despite the fact that the introduction of new products 
is crucial for their survival and their growth both in the regional and cross-border level (Soninen et al., 
2012; Notta and Valchvei, 2015). The small size of the firms of this group, in terms of employees may 
be responsible for the low levels of perceived results of innovations by entrepreneurs as small firms 
are more vulnerable in times of recession (Cowling et al., 2012). Certifications do not seem to be very 
important for this group as their small size, but also their local and regional orientation renders these 
processes unnecessary for their consumers, and possibly too costly in terms of resources and time (Crals 
and Vereeck, 2005; Santos et al., 2011), that would be an important factor for not implementing such 
a scheme, especially in a period of financial crisis. Another interesting characteristic of this group is 
the low importance of results concerning product-oriented innovations, and the innovations related to 
the environment. Considering the above, we could characterize this group as the “Small Regional and 
Cross-Border oriented firms”, due to their market orientation and size. 

The second group is consisted by13 firms. These firms are bigger in size compared to the ones of 
the first group, and are mostly manufacturing firms, that invest heavily in quality assurance schemes 
(ISO) and other certifications. That can also be explained since these firms are the most extroversive 
of the firms of our sample, as their main markets besides the national level, are mainly EU countries, 
and other neighboring countries. In this group environmental innovations results are considered to be 
the most important of the three examined types of innovation followed by product innovations related 
to environmental results. This is a reasonable finding since most exporting firms need to acquire nec-
essary certifications to get access to foreign markets, especially the one of the EU. These along with 
environmental-related innovations, help bring down the cost (Santos et al., 2011), that is an important 
driver during a period of financial crisis, but could also be used as a way of attracting customers and 
consumers that are sensitive to environmental issues (Ammenberg et al., 2017). Another important issue 
that should be considered is the strict environmental standards and legislations that manufacturing firms 
must comply with. For this group, therefore, we can speculate that product and environmental results 
of innovation provides a competitive advantage not only at a national level but also in international and 
cross border markets. Another interesting fact is that although these firms are not big ones, they man-
age to implement complicated and innovative production and management processes, providing some 
evidence on the flexibility that SMEs and entrepreneurs, have on adopting innovations, and grow even 
in periods of recession (Antoniadis et al., 2015).The above characteristics lead us to label this group as 
the “Small Flexible Nationals Exporters”. 

The third group identified is the smallest of the three, numbering just 7 firms of the sample, that are 
also medium sized, and operate in the commerce and retail sector, mainly in the regional level. These 
firms implement quality assurance schemes and have been accredited with other certifications. The main 
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driver of innovation for these companies is product innovations. Process and environmental related results 
caused by innovations are not considered to be an important driver for differentiation, at a regional level, 
although customers and consumers become more sensitive concerning environmental issues (Chen and 
Chai, 2010). The reasons for that should be searched in the regional characteristics of consumers. Since 
retailers are mainly found in this group, product innovations are focused on keeping the interest and 
the preference of existing customers, but also on attracting new customers, while process innovations 
are mainly focused on reducing cost, and the time of responding to consumers’ demand and request. 
These attributes also contribute in an increase in the performance of the personnel that is an important 
factor for these firms due to their size (in terms of employees), in order not only to survive but also to 
maintain and increase their competitive advantage, in the regional level during the recession period. 
These characteristics may have also helped some of them to expand in a regional level, gaining market 
share in regional level as many firms closed because of the crisis, or even to defend their market shares, 
creating barriers to entry for other national firms, that would consider entering the regional market. 
These characteristics may also provide the potential for expansion beyond the regional borders, taking 
advantage of new distribution channels like e-shops (Mazzarol, 2015). We are going to name this group 
of firms as the “Regional Retailers”.

CONCLUSION AND FUTURE RESEARCH

This study has been motivated by a need to shed some insight into the attitudes of firms and entrepreneurs 
towards innovation, and the ways they are implementing them in their operations on a regional level 
and most specifically in the region of Western Macedonia in Greece, by applying a strategic groups’ 
approach. As innovation can provide the most needed dynamic for an economy to pull out of a financial 
crisis (Hausman and Johnston, 2014), understanding the factors driving innovation and sketching the 
profile of innovativeness for the SMEs at a regional level are extremely important for any economy and 
especially for the recovery of the Greek economy (Masouras 2019b). 

This research is offering insight for that matter, as it was conducted during a period of extreme finan-
cial crisis, in a Greek region that faces significant economic challenges, concerning its future economic 
growth in conjunction with the importance of established and prospect cross-border transactions and 
relations with neighboring Balkan countries. Another important aspect to consider is the role entrepre-
neurship and innovation is going to play in the coming years for the region of West Macedonia, as a 
main economic driver for the region, namely electricity production from coal, is going to be abandoned. 

The findings of this chapter provide evidence on the ways that future entrepreneurs should orient their 
firm in implementing innovations, by identifying three major strategic groups. Smaller local companies 
should focus on product innovations pivoting on introducing new and differentiated products that could 
benefit from sales in neighboring countries’ markets taking advantage of cross-border transactions, 
avoiding thus competition by larger and national or multinational enterprises. If, however, an entre-
preneur wishes to create an extroversive company, oriented in EU or other Balkan countries markets, 
process and environmental results of innovations, along with the necessary certifications could provide 
the needed competitive advantage. Another strategic implication is the fact that product innovation 
could be a significant barrier to entry for entrepreneurs and retailers wishing to operate in the market 
of the region we have investigated, or in neighboring countries, as new firms must introduce innovative 
products and services that would offer differentiation advantages, and an enhanced value proposal to 
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consumers. On the other hand, process innovations should not be considered as a barrier to entry for 
entrepreneurs who would wish to create an extroversive firm that would export their products in other 
countries or in cross-border transactions. 

Finally, the limited role of universities and research institutes should be a worrying finding for all 
stakeholders and entrepreneurs, as it is diminishing entrepreneurship and innovation, for both existing 
firms but also start-ups in the region. This relationship should be rebuilt in order to enhance the economic 
growth of the region (Makarona and Kavoura, 2019).

Our research comes with a number of limitations. First of all the size of the sample is very small, 
rendering it inappropriate for the application of more complex statistical techniques that would provide 
better insight on the profile and relationship of entrepreneurship and innovation at a regional level. More 
data should be collected to identify the relationship between entrepreneurship and innovation, and the 
way it affects the former in a regional and cross-border level. Moreover, the period of time the research 
was conducted is characterized by extreme economic and social instability that was unprecedented for 
an EU country. Therefore, more research should be conducted at a regional level to identify the effect 
the crisis had on entrepreneurship and the ways that innovation helped existing firms to survive and 
grow, but also to the opportunities that were created in a regional and cross-border level, and how local 
entrepreneurs took advantage of them.
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KEY TERMS AND DEFINITIONS

CIS: The community innovation survey (CIS) is conducted in all European Union (EU) countries, 
in order to collect data on innovation activities undertaken by enterprises. Questions include a number 
of indicators concerning innovation activities and spending, sources of information, obstacles for in-
novation activity, etc.

DESI: The Digital Economy and Society Index is a composite index that summarises relevant indicators 
on Europe’s digital performance and tracks the evolution of EU member states in digital competitiveness.

Innovation: The conception and application of better solutions that meet new requirements, unar-
ticulated needs, or existing market needs, that leads to gaining competitive advantage.

RCI: The Regional Competitiveness Index (RCI) in EU is a composite indicator that provides insight 
on the competitiveness for the regions of the 27 Member States. It uses the approach suggested by the 
World Economic Forum (WEF), in calculating the Global Competitiveness Index, helping regions and 
policymakers to monitor and assess their development over time and in comparison with other regions.

SMEs: Small and Medium Enterprises in the European Union are defined as enterprises that have 
less than 250 employees, and less than €50m turnover, or €43m of balance sheet total.

Strategic Groups: A group of companies within an industry that have similar business models or 
similar set of strategies.

Western Macedonia: A region of Northern Greece, with 4 main cities. An important characteristic 
of the area is the heavy reliance of the local economy from coal mining that is used for electricity pro-
duction by Public Power Cooperation SA-Hellas (DEI).
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ABSTRACT

The purpose of this paper is to investigate the entrepreneurial intention of university students using the 
Theory of Planned Behavior (TPB) and parents’ occupation. A questionnaire based survey was employed 
for the data collection. A total of 1244 students participated in the survey. The sample was a convenience 
one given that the resources available were limited. The size of the sample allows us to proceed with 
reliable statistical analyses and produce valid conclusions. The findings of our research showed that 
perceived behavioral control, subjective norms, attitude and parents’ occupation are important variables 
influencing entrepreneurial intention. The variable that affects entrepreneurial intention the most is at-
titude. The findings led support to the theory and the hypotheses proposed. These findings indicate that 
the recommended model can be used to explain a large part of variation in entrepreneurial intention. 
This study, contributes to the entrepreneurial intention literature providing empirical evidence to help 
formulate policies encouraging university students’ entrepreneurship practices, attracting the interest 
of both educators and policy makers. This evidence will become increasingly important, as research in 
the field of entrepreneurship continues to place models of entrepreneurial intentions at the center of our 
understanding of the entrepreneurial process. Future studies could investigate the validity of the findings 
reported here, in different contexts using more variables, not included in this study and inquire the po-
tential existence of latent variables which may be confounding the relationships discussed in this paper.
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INTRODUCTION 

In recent years, the concept of intention and its antecedents have received growing attention in entrepre-
neurship research for its usefulness in predicting entrepreneurial behavior on the one hand and understand-
ing how intentions are formed on the other. Theory of Planned Behavior (TPB) could be a particularly 
useful tool for researchers seeking to analyze entrepreneurial intention (Fayolle., and Gailly, 2013). TPB 
(Ajzen, 2002; Ajzen, 1991) is probably one of the most widely used models of entrepreneurial intention 
to this day. Numerous research works have used it to improve our understanding of the entrepreneurial 
intentions of students and of other categories of individuals (Sahinidis, Stavroulakis, Kossieri and Vare-
las, 2019; Sahinidis, Polychronopoulos, and Kallivokas. 2019; Laguía, Moriano, and Gorgievski, 2019; 
Gieure, Benavides-Espinosa, and Roig-Dobón, 2019; Al-Jubari, Hassan, and Liñán, F. 2018; Naushad, 
2018; Naushad, Faridi, and Syed 2018; Gorgievski, Stephan, Laguna, and Moriano, 2017; Ruiz-Alba, 
Soares, Rodríguez-Molina, and Banoun, 2019; Liñán, and Chen, 2009; Gird, and Bagraim, 2008; Maes, 
Leroy, and Sels, 2014; Esfandiar, Sharifi, Pratt, and Altinay, 2019; Santos, Roomi, and Liñán, 2014; Tsai, 
Chang, and Peng, 2014; Rueda, Moriano, and Liñán, 2015; Wach, and Wojciechowski, 2016; Kautonen, 
Gelderen, and Tornikoski, 2013; Shook, and Bratianu, 2008; Gird, and Bagraim, 2008; Autio, Keeley, 
Klofsten, Parker, and Hay, 2001; Veciana, Aponte, and Urbano, 2005; Tkachev, and Kolvereid, 1999; 
Souitaris, Zerbinati, and AlLaham, 2007; Segal, Borgia, and Schoenfeld, 2005; Fayolle., and Gailly, 
2013). These studies have made a substantial contribution to the entrepreneurship literature. Given the 
socio-economic benefits generally attributed to entrepreneurship, academic, educational and governmental 
institutions are motivated to investigate the factors that influence entrepreneurial intentions.

The research undertaken here, aims to provide a better understanding of the dynamics involved in 
the entrepreneurial intention formation process among Greek students, thus contributing to existing 
knowledge. In this context, this research intends to investigate the entrepreneurial intention of university 
students using the TPB and parents’ occupation variables. According to TPB, a person’s intention to 
participate in the business formation process is shaped by the following three factors: personal attitude, 
subjective norms and perceived behavioral control. Parents’ occupation is an important factor affect-
ing entrepreneurial intention in young people, the models discussed below, explain the importance of 
the family background in entrepreneurial intention (Sahinidis, et. al., 2019; Liñán, and Santos, 2007; 
Laspita, Breugst, Heblich, and Patzelt, H. 2012; Heck, Hoy, Poutziouris, and Steier, 2008; Kristiansen, 
and Indarti, 2004; Wang, and Wong, 2004). 

ENTREPRENEURSHIP AS HUMAN BEHAVIOR

Entrepreneurship is perceived a key phenomenon responsible for economic growth and entrepreneurs as 
the prime agents of economic change, who pull together the factors of production; capital, land, labour 
and knowledge, to create socioeconomic value responsible for the dynamism of nations (Mwatsika, 
Patrick, and Levison, 2018). The concept of entrepreneurship has been studied from various scholarly 
perspectives (economics, sociology, psychology, anthropology, business, marketing, finance, geography, 
history etc.) in the effort to advance its understanding. Studies of entrepreneurship have focused on the 
traits/characteristics of the entrepreneur, the motivations and drivers of entrepreneurship, the processes 
involved in the creation of new (Mwatsika, et.al. 2018). 
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Entrepreneurs play a key role in turning scarce resources into goods and services. The phenomenon 
of the production of goods and services, exchange and trade have been studied by scholars from different 
disciplines. Entrepreneurship is the human action responsible for the production, marketing and exchange 
of goods and services, the person who practices this activity is called an entrepreneur. So, several years 
ago, a commonly accepted definition of entrepreneurship was created that is based on the actions of 
the entrepreneur (Mwatsika, et.al. 2018). An individual is called an entrepreneur because of his or her 
behavior i.e. the creation of socio-economic value as a result of the outflow of business process. Some 
definitions have argued that an individual is an entrepreneur, if he successfully establishes a business or 
an organization even if he has no profit. Through his behavior, the individual recognizes, evaluates and 
takes advantage of opportunities (Mwatsika, et.al. 2018) to create new goods / services, new organiza-
tions, new production methods, and to find new sources of raw materials. Entrepreneurship refers to 
the behavioral process by which individuals create socio-economic value. Theory of Planned Behavior 
(Ajzen, 1991) and Entrepreneurial Event Model provide data on the factors that influence entrepreneurial 
behavior (Mwatsika, et.al. 2018).

The variables involved in the successful creation of a business include self-efficacy, perceived fea-
sibility, and attitude towards the establishing of a business. In the extant literature, two different types 
of forces that lead individuals to adopt a business behavior (push and pull factors) are described. Push 
factors force individuals to begin the process of creating value through the creation of a business. They 
are prompting people into entrepreneurship because of the lack of viable alternatives. Examples of such 
incentives are unemployment, autonomy and difficulties in finding a job that may be the result of the 
educational environment, gender, race or economic class (Gonzalez-Gonzalez, Bretones, Zarco, & Rodri-
guez, 2011). Financial crises and periods of high unemployment can lead individuals to self-employment, 
due to lack of other opportunities (Dawson and Henley, 2012). Pull factors tempt persons towards the 
business creation process. They attract entrepreneurs to start-up businesses, taking advantage of market 
opportunities. As reported in the Global Entrepreneurship Monitor (2002), Reynolds, Bygrave, Autio, 
Cox and Hay distinguish push and pull factors by introducing the concepts of opportunity motivated 
entrepreneurship and necessity motivated entrepreneurship (Thurik, Verheul, Hessels, and Zwan, 2010)

Push factors lead to necessity motivated entrepreneurship, while pull factors form the basis of oppor-
tunity motivated entrepreneurship. Opportunity motivated entrepreneurship is described at the moment 
an individual makes an active choice to engage in entrepreneurial behavior and create socio-economic 
value by identifying the advantage of an unused or underutilized opportunity. Successful people create 
small businesses in order to innovate and grow (Decker, Haltiwanger, Jarmin, and Miranda, 2014). Ne-
cessity motivated entrepreneurship occurs when a person cannot find alternatives to survive. Successful 
people create small businesses, so as to provide employment for themselves and few other people who 
are primarily family members (Decker, et.al., 2014). This distinction is important because motivation 
can influence the way an entrepreneur runs his/her business and therefore can affect the performance of 
the business (Hessels, van Gelderen, & Thurik, 2008). Studies confirm that opportunity driven entrepre-
neurs are more successful than necessity driven ones (Vivarelli, 2004). A business purporting to seize an 
opportunity has a greater growth potential than a business whose founder is motivated by a push factor 
such as unemployment or dissatisfaction with another job. Recognizing opportunities is influenced by 
the economy, it is a complex process and is the first fundamental step of the business creation process 
(Vaghely and Pierre-Andre, 2010). Researchers approach it from different angles and take into account a 
wide range of factors when studying it. The basis for identifying new opportunities involves continuous 
search, alertness, prior knowledge of markets, customers and technology (Baron, and Ensley, 2006). A 
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bad economy reduces opportunities and impedes the entrepreneur’s ability to exploit them (Mwatsika, 
et.al. 2018). 

In summary, entrepreneurship is a human behavior responsible for creating socio-economic value. 
People who have a business attitude have all the skills required. However, these skills do not necessarily 
lead one to adopt a business attitude. Business intention models provide information on the factors that 
influence business creation behavior. Entrepreneurship encourages both necessity motivated entrepre-
neurship and opportunity motivated entrepreneurship, both of which are variants of the same concept of 
entrepreneurship that is based on the creation of socio-economic value through human behavior.

ENTREPRENEURIAL INTENTION

Entrepreneurial intention precedes entrepreneurial behavior and is defined as the recognized belief of a 
person who intends to undertake a new business venture (Mwatsika 2015). Intentions are the best predictors 
of planned behaviour. They are influenced by attitudes towards a behavior, subjective norms, perceived 
behavioral control (Ajzen, 1991), perceived desire for behavior, and one’s tendency to act. The required 
skills of the entrepreneur, the outputs of entrepreneurship, its results, its impact, the external environment 
(political, economic, social, technological), factors of production, market parameters and stakeholders 
influence entrepreneurial intention and, thus, entrepreneurial behavior (Mwatsika, et.al. 2018).

A significant number of studies identify and analyze the evolution of entrepreneurial intention over 
the years. The first research was performed about 38 years ago, but today its study seems to be of greater 
concern to society than ever before and is a contemporary research topic. The integration of theories 
from the field of social psychology has contributed to the enrichment of theoretical knowledge and 
methodologies. Since the early 1990s there has been a strong interest by young researchers, who began 
to standardize the study of entrepreneurial intention (Mwatsika, et.al. 2018). The increasing number of 
studies based on the concept of entrepreneurial intention has revealed new ways of implementation and 
research (Krueger and Day 2010). In the early years of research, studies could not be categorized and, 
consequently, the development of knowledge in the field was lagging, as each research was almost start-
ing from scratch. In this way there were difficulties in identifying key issues and gaps in the literature 
(Fayolle and Liñán 2014).

From the study of literature, two separate sections of entrepreneurial intention research emerge. The 
first derives from social psychology, with the purpose of analyzing behaviors and identifying the process 
that, through attitudes and beliefs, leads to effective action. The studies of Ajzen and Fishbein (1980) 
and Bandura (1997) have made a significant contribution to the study of business intention. The Theory 
of Planned Behavior is a more advanced theory and a more widespread theory in social psychology. The 
second part focuses exclusively on entrepreneurship (Shapero 1984).

In literature, the theories referring to entrepreneurial intention are Bandura’s (1997) theory of self-
efficacy and social learning, the theory of planned behavior (Ajzen, 1991), the model of intention in 
entrepreneurial situations, as well as the theory that combines planned behavior and the model of inten-
tion in entrepreneurial situations. Individuals’ intentions are a function of the perceptions of feasibility, 
desire and tendency to act in opportunities (Shapero 1975). 
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THEORY OF REASONED ACTION 

Theory of Reasoned Action (TRA) was developed from the attitude measurement theory based on the 
notion that an attitude toward an object or an action is determined by the expectations or beliefs concern-
ing attributes of the object or action and evaluation of those characteristics (Edwards, 1954; Rosenberg, 
1956; Rotter, 1954). This theory has been applied extensively in psychology (in learning theories, attitude 
theories and decision-making theories). 

Behavioral intention according TRA is the most important determinant of behavior, it lists the motivat-
ing factors that influence a behavior, and is an indicator of one’s effort to perform it (Ajzen, 2002; Ajzen, 
1991). If a person intends to follow a behavior, it is more likely s/he will follow it. Direct determinants 
of individuals’ behavioral intention are their attitudes and subjective norms. 

Attitude is determined by individuals’ beliefs about outcomes or attributes of performing the behavior 
(behavioral beliefs), weighted by evaluations of those outcomes or attributes. Thus, a person who has 
strong beliefs that positive outcomes will result from performing such behavior will have a positive at-
titude toward it. Conversely, a person who has strong beliefs that the results will be negative will have 
a negative attitude towards the behavior. 

Subjective norms refer to perceived social pressure from society as well as family and friends. A 
person’s subjective norms are determined by his or her normative beliefs (important referent individuals 
approve or disapprove of performing the behavior) weighted by the person’s motivation to comply with 
those referents. A person who believes that certain referents think that he or she should perform a be-
havior and who is motivated to meet their expectations will hold a positive subjective norm. Conversely, 
a person who believes that, these referents think he or she should not perform the behavior, will have a 
negative subjective norm, and a person who is less motivated to comply with those referents will have 
a relatively neutral subjective norm (Glanz, Rimer, and Viswanath, 2015). 

This model suggests that external factors influence both the individual’s attitude and subjective norms. 
External factors consist of personality characteristics, attitude toward the target, demographic variables 
and other personal and individual factors such as political influences, organizational structures, etc. 
There is a strong correlation between attitudes, subjective norms, and behavior (Sheppard, Hartwick, and 
Warshaw, 1988). The main tenet of the TRA is the assumption that the most important direct determinant 
of behavior is behavioral intention. The success of the theory for the behavioral explanation depends 
on the extent to which a particular behavior is under volitional control (individuals may exercise great 
control over the behavior). The TRA elements may be insufficient concerning the prediction of behav-
iors in which the volitional control is reduced. Thus, Ajzen (1991) added perceived behavioral control 
to the TRA, in order to include factors beyond the individual control, which may affect the behavioral 
intentions and subsequently the behaviors, forming the TPB (Glanz et. al. 2015). 

THEORY OF PLANNED BEHAVIOR (TPB) 

By adding perceived control to TRA, situations in which someone does not have total control over a 
behavior are taken into account (control beliefs, perceived power), the theory is revised forming the TPB, 
which constitutes one of the most popular models on behavioral intention analysis. TPB has been used 
to predict a wide range of behaviors with respect to health and marketing among other areas (Armitage, 
and Conner, 2001) and it has been proved that it constitutes a framework which helps in the comprehen-
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sion and study of entrepreneurial intentions. According to the above mentioned, the following diagram 
is formed: 

Perceived control is defined by control beliefs in connection with the presence or absence of barri-
ers in the behavioral performance (this refers to the extent to which a person feels capable to perform 
a behavior), weighted by the perceived power (the impact of each control factor to facilitate or prevent 
behavior). The integration of the perceived control by Ajzen was based on the idea that the behavioral 
performance is defined by the motivations (intention) and the abilities (behavioral control). Fishbein 
and Ajzen (2010) proposed that perceived behavioral control and self-efficacy, as defined by Bandura 
(1997), constitute the same theoretical construct. Self-efficacy refers to judgments on how well one can 
perform actions required to handle future situations (Bandura, 1982). Self-efficacy has been linked to 
opportunity identification, risk-taking, and it has been found that it is positively related to global feasibil-
ity perceptions (Krueger, Reilly, and Carsrud, 2000). An individual’s perception concerning control of 
the performance of the behavior, together with the intention, are expected to have direct impact on the 
behavior, especially when perceived control constitutes an accurate estimation of real behavioral control 
and when the volitional control is not high. In situations where volitional control is high, the impact of 
the perceived control is reduced and the intention is a sufficient behavior predicting factor (Madden, 
Ellen, and Ajzen, 1992). 

While keeping the attitude and the subjective norms stable, the perception of an individual in con-
nection with the ease or difficulty of behavioral performance will affect the behavior. TRA and TPB are 
a causal chain that connects behavioral beliefs, normative beliefs and control beliefs with the behavioral 
intention and subsequently, the behavior through attitudes, subjective norms and perceived control. One 

Figure 1. Theory of planned behavior (Glanz et. al. 2015)
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of the most important advantages of the TRA / TPB approach is the fact that proposed causal relation-
ships are clearly defined and weighted (Fishbein & Ajzen, 2010). Other factors, like external factors 
(demographic, environmental etc), are deemed to function within the models and it is not believed that 
they contribute independently in the interpretation of the possibility that a behavior is conducted. 

To sum up, TRA and TPB are focused on theoretical constructions that are related to individual mo-
tivational factors as determinants in respect of the possibility of conducting specific behaviors. TRA and 
TPB are based on a subjective hypothesis that the best predicting factor of behavior is intention, which 
is defined by the attitudes and subjective norms with regards to the behavior. Both provide a systematic 
method for identifying issues most important to decisions about performing specific behaviors. Finally, 
TPB (which is an extension of the TRA) includes an additional structure, the perceived control of the 
behavioral performance (Glanz et. al. 2015). 

TPB /PARENTS OCCUPATION/ENTREPRENEURIAL INTENTION 

An analysis of the relation of the TPB, entrepreneurial intention and Parents’ Occupation is set out below. 
In addition to this analysis, the hypotheses are formed, which are considered the basis for this research. 

Pursuant to the TPB model, an individual’s intention to participate in the entrepreneurial process 
is positively formed by three main structures: their personal attitude towards a behavior (the extent to 
which the individual has positive or negative attitude concerning the adoption of the said behavior (of 
entrepreneurship)), the subjective norms (the social pressure perception to participate or not in this 
specific entrepreneurial behavior) and the perceived behavioral control (self-efficacy, that addresses the 
subjective perception of the feasibility of adopting an entrepreneurial behavior). 

According to the above, personal attitude towards the behavior refers to the extent to which an individual 
assesses positively or negatively a specific behavior. The individuals form particular attitudes towards 
behaviors while connecting them to their possible results. If the results are desirable, the intention to 
perform a behavior is strong. On the other hand, if the results are not desirable, the intention to perform 
the behavior is weaker. In the case of creating a new business, the attitude towards the behavior may be 
assessed by evaluating the desire of the relevant results derived by creating the business. The perception 
of an individual concerning the positive and negative results of the creation of a new business, leads to 
the forming of their attitude towards the behavior. The extent to which the individual expects the out-
comes of the creation of the new business to be positive ones, reveals their intention to create it (Glanz 
et. al. 2015, Krueger, 1993). As is apparent from the above mentioned, personal attitude is expected to 
relate with entrepreneurial intention. 

H1: Personal attitude is related to entrepreneurial intention. 

The second main construct of an individual’s intention to participate in the entrepreneurial process 
are the subjective norms. Subjective norms refer to the belief that an important person or group of people 
will approve and support a particular behavior. These norms reflect the extent to which the said individu-
als approve or reject the performance of a given behavior and the power of an individual’s motivations 
to comply with the desires of these individuals. In many cases, the result of supporting important indi-
viduals is a function of the general social support impact. In economies where entrepreneurship is not 
widely acceptable, it is expected that supporting the entrepreneurs is an important determinant for the 
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entrepreneurial intention. If the individual has strong motivations to comply with the beliefs of important 
individuals, it is more likely to perform a behavior in line with these beliefs. In case the motivations are 
strong, and the important individuals approve of the behavior, it is more likely for the specific behavior 
to be implemented. The opposite happens in the inverse case. In case the individual has no motivation 
to comply with the important individuals, their intention to implement the behavior will not be affected. 
It is expected from the above that, subjective norms will relate to entrepreneurial intention. 

H2: Subjective norms are related to entrepreneurial intention. 

Perceived behavioral control (self-efficacy) (Ajzen, 1991, Bandura, 1977, Kreuger et al. 2000) refers 
to the perception of the ease or difficulty in the performance of a behavior and is deemed to include 
the expected barriers or the support that arises. (Ajzen,1991). Based on the TPB, it is proposed that 
self-efficacy is directly related to entrepreneurial intention. If the individual does not believe that they 
may successfully carry out their duties that are related to the beginning of a business, their intention to 
do it diminishes and vice versa (Glanz et. al. 2015). In line then with the above mentioned, perceived 
behavioral control is expected to relate positively with entrepreneurial intention. 

H3: Perceived behavioral control is related with entrepreneurial intention. 

The impact of family on entrepreneurial intentions of students is a very important factor. There are 
two models developed, addressing the importance of the family impact. The first is the parental role 
model, according to which the individuals with self-employed parents have greater chances to develop 
entrepreneurial activity, following the example of their parents (Osorio, Settles, and Shen, 2017, Laspita, 
et.al. 2012, Heck, et.al.2008). The second model is the family support model, which describes the usual 
phenomenon of economic and social support of the individuals who are doing business with the help 
of their families. The individuals, whose parents have their own small business, tend to develop entre-
preneurial activities themselves, instead of choosing to work in a bigger enterprise (Wang, and Wong, 
2004). The family is likely to provide advice, technical support and encouragement to younger members 
toward the direction of starting up a business. Parents offer their children experiences through family 
interaction and opportunities that support their learning (Bandura, 1977). Research shows that offspring 
of parents entrepreneurs or freelancers are likely to demonstrate higher levels of entrepreneurial intention 
(Sahinidis et al 2019; Bloemen-Bekx, Voordeckers, Remery, and Schippers, 2019; Liguori, Bendickson, 
and Mcdowell, 2017). Many studies propose that parents occupation is a key determinant of the action 
of new venture creation (Dioneo-Adetayo, 2006; Fayolle and Liñán, 2014; Krueger et al., 2000; Lanero 
et al., 2016). 

Η4: Offspring of entrepreneurs or freelancers are expected to demonstrate higher levels of entrepreneurial 
intention. 

METHODS 

After determining the initial aim and orientation of the proposed study and given its complexity, a ques-
tionnaire was used based on earlier studies to measure the concepts involved. There were overall 1244 
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questionnaires answered by students, who study in a Public Greek University based in Athens. The sample 
was a convenience one given that the resources available were limited, but we expect that the size of it 
allows us to proceed with reliable statistical analyses and produce valid conclusions. In order to determine 
the relationship between the variables stated in the hypotheses above and entrepreneurial intention, 19 
questions were used (7-point Likert scale), in order to measure according to theory the elements of TPB 
(attitude, subjective norms, perceived behavioral control, intention). Subsequently, a multiple regression 
analysis was used, with Entrepreneurial Intention as a dependent variable and the other factors (attitude, 
subjective norms, perceived behavioral control) as independent variables. To examine the fourth hypoth-
esis, ‘H4: Offspring of entrepreneurs or freelancer parents are expected to demonstrate higher levels of 
entrepreneurial intention’, we calculated the mean of entrepreneurial intention of offspring whose parents 
are entrepreneurs or freelancers in several combinations (1. Entrepreneurial intention of total sample, 
2. Entrepreneurial intention of offspring whose parents are neither entrepreneurs nor freelancers, 3. 
Entrepreneurial intention of offspring whose mother is either entrepreneur or freelancer (but the father 
is not), 4. Entrepreneurial intention of offspring whose father is either entrepreneur or freelancer (but 
mother is not) and 5. Entrepreneurial intention of offspring whose both parents are either entrepreneurs 
or freelancers). The proposed hypotheses were empirically tested using the multiple regression analysis 
through the SPSS software version 24. 

RESULTS AND FINDINGS 

The overall regression model was significant, the value of R^2 is significantly greater than zero. That 
means that the independent variables are able to measure and predict the dependent variable of our sample. 
Figure 2 demonstrates the predictive power of the independent variables, in terms of entrepreneurial 
intention. The results have shown that 77.2% of the variance in the depended variable is explained by the 
independent variables (perceived behavioral control, subjective norms and attitude). Figure 4 shows the 
predictive ability of the three factors, concerning entrepreneurial intention and confirms our hypotheses. 
All the independent variables (perceived behavioral control, subjective norms and attitude) have positive 
relationship with entrepreneurial intention and have a statistically significant impact on the outcome vari-
able (p values<0.05). The variable that affects entrepreneurial intention in the greatest extent is attitude. 

The total sample of the study consist of (n=1244) students, 53% of the sample (n=660) consist of 
students whose parents are neither entrepreneurs nor freelancers, 6% of the sample (n=70) are students 
whose mother is either entrepreneur or freelancer, but the father is not, 29% of the sample (n=362) consist 

Figure 2. Model summary
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of students whose fathers are either entrepreneur or freelancer (but their mother is not) and 12% of the 
sample (n=152) are students whose both parents are either entrepreneurs or freelancers. The findings of 
this research confirm also the fourth hypothesis ‘Η4: Offspring of parents entrepreneurs or freelancers 
are expected to demonstrate higher levels of entrepreneurial intention’. From the results of the study 
and as shown in the diagram below, offspring of entrepreneur or freelancer parents demonstrate higher 
levels of entrepreneurial intention. 

• The mean of entrepreneurial intention of the sample whose parents are neither entrepreneurs nor 
freelancers (n=660) is 4.5 

• The mean of entrepreneurial intention of the total sample (n=1244) is 4.67 
• The mean of entrepreneurial intention of the sample whose mother is either entrepreneur or free-

lancer (but the father is not) (n=70) is 4.75 
• The mean of entrepreneurial intention of the sample whose father is either entrepreneur or free-

lancer (but mother is not) (n=362) is 4.84 
• The mean of entrepreneurial intention of the sample whose both parents are either entrepreneurs 

or freelancers (n=152) is 4.91 

Figure 3. ANOVA

Figure 4. Coefficients
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All findings are to some extent in line with those of the literature and support the proposed hypotheses. 
There is clear evidence of the relationship between entrepreneurial intention and Parental entrepreneurial 
activity. The relationship becomes more pronounced in the case where both parents are self-employed or 
entrepreneurs/freelancers. The father-entrepreneur relationship with entrepreneurial intention of children 
appears to be a stronger one than the corresponding relationship of the mother entrepreneur. 

DISCUSSION 

Understanding the process of becoming an entrepreneur is imperative in the study of entrepreneurship and 
management. Entrepreneurship has played a major role in encouraging economic development, reducing 
unemployment and helping social development. Researchers from many different countries have become 
increasingly interested in conducting more thorough studies about students’ entrepreneurial intentions 
(Cao, and Ngo, 2019). Overall, this study examined the relationship between the three elements of TPB 
(personal attitude, subjective norms, perceived behavioral control) and entrepreneurial intention consid-
ering the influence of parent’s occupation. The findings of this study support the hypotheses proposed 
above, based on the relevant literature. All of the variables examined here, have demonstrated a positive 
correlation with the entrepreneurial intention. Also, it has been proven that offspring of entrepreneurs 
or freelancers are expected to demonstrate higher levels of entrepreneurial intention. Children who grow 

Figure 5. Entrepreneurial intention mean
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up in entrepreneurs’ families gain advantage in the development of entrepreneurial characteristics and 
tendencies (Zellweger, Sieger, and Halter, 2011). 

This study, contributes to the literature regarding the factors influencing entrepreneurial intention, 
providing empirical evidence, to help formulate policies to encourage university students’ entrepreneur-
ship practices, attracting the interest of both educators and policy makers. The findings will become 
increasingly important, as research in the field of entrepreneurship continues to place models of entre-
preneurial intentions at the center of our understanding of the entrepreneurial process (Butz, Hanson, 
Schultz, and Warzynski, 2018; Belias, 2019; Kavoura, and Koziol, 2017; Kavoura, and Andersson, 2016; 
Makarona, and Kavoura, 2019; Sahinidis, Vassiliou and Hyz 2014). Fostering entrepreneurship is one 
of the strategic goals of Greek government as it impacts economic development. Without entrepreneurs, 
entrepreneurship does not exist. Hopefully this research will improve the understanding of the psycho-
logical processes that precede a venture start-up, and turn the focus from the “dance” to the “dancer” 
(Jakopec, Krečar, and Sušanj, 2013).

Aside from the aforementioned contributions, this study also has a number of limitations that must 
be addressed. One limitation of this study is the fact that the findings are based on a setting of university 
students. The size of the sample in this study allows us to proceed with reasonable and reliable statisti-
cal analyses and produce valid conclusions, nevertheless university students of business studies are not 
representative of all students. A second limitation is that the sample comprises of Greek students. It 
would be most interesting to see if these relationships hold in more diverse settings and across different 
ethnic backgrounds (Maes, et.al., 2014). Finally, another limitation is the lack of addressing the gender 
issue, although a substantial number of studies has focused on that.

TPB has made a considerable contribution to the entrepreneurship literature, yet, there are many 
questions and gaps that remain unanswered and unfilled. Further, a certain level of caution should be 
observed as the mostly positive findings for the TPB may be due to current publishing standards, where 
only significant results make it to publication. Scholars should continue to grow this stream of the lit-
erature as significant contributions remain to be made (Lortie, and Castogiovanni, 2015). Future studies 
could investigate the validity of the findings reported here, in different contexts using more variables, not 
included in this study and inquire the potential existence of latent variables which may be confounding 
the relationships discussed above.
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KEY TERMS AND DEFINTIONS

Attitude: Individuals’ beliefs about outcomes or attributes of performing the behavior, weighted by 
evaluations of those outcomes or attributes.

Entrepreneurial Intention: The recognized belief of a person who intends to undertake a new 
business venture.

Parents Occupation: A key determinant of the action of new venture creation.
Perceived Behavioral Control: People’s perceptions of their ability to perform a given behavior.
Subjective Norms: Perceived social pressure from society as well as family and friends.
Theory of Planned Behavior (TPB): A framework which helps in the comprehension and study of 

entrepreneurial intentions.
Theory of Reasoned Action (TRA): A theory that aims to explain the relationship between attitudes 

and behaviours within human action.
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ABSTRACT

This research demonstrates how the orientation to organizational learning affects the innovation and 
performance of the Colombian micro, small, and medium (MSMEs) enterprises, based on a study with 
403 Colombian MSMEs, pretending that the results allow the government sector and the academy to 
design strategies maintain or improve, as appropriate, innovative and learning practices within these 
organizations. Two hypotheses were raised: 1) learning orientation positively influences business per-
formance and 2) learning orientation positively influences business innovation. The two hypotheses are 
demonstrated after performing a multiple regression analysis and a broadly significant relationship was 
evidenced both between the orientation to learning and innovation and in each of the dimensions that 
make it up: innovation in products/services, processes, and management.
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INTRODUCTION

Worldwide, Micro, Small, and Medium Enterprises - MSMEs generate a high percentage of the jobs 
created, contribute considerably to production and trade, and they play a key role to achieve competitive-
ness; this is why their importance is recognized in most countries, and public and private sectors work 
together to strengthen them (Varela, 2011). In Colombia, data shows that they comprise 99,9% of all 
enterprises (96,4% micro and 3,5% small and medium), generating 63% of employment and contributing 
with 37,5% of the GDP (Confecamaras, 2016). 

Makarona & Kavoura (2019) carry out studies in this regard, indicating the need to link the genera-
tion of wealth of this type of companies with innovation and academic activities that really strengthen 
the relationship between industry and academia.

In Latin America and Colombia, previous conditions that boosted interest to research MSMEs have 
not changed but increased, due to issues such as the development of new technologies, internationaliza-
tion, business environment dynamics and complexity, and the economic crisis (Dini and Stumpo, 2019). 
The last one especially has affected their performance, as result of the conditions of the environment, 
and their endogenous competencies such as technology undertaking, workers’ and entrepreneurs’ quali-
fication, people’s knowledge, skills learning, management and productivity (Busłowska & Wiśniewska, 
2017; CONPES, 2007).

Thoeni, Marshall & Campbell (2016) state that enterprises need to find management processes and 
techniques that allow them to achieve success, and different authors recognize that it is necessary to 
take adequate advantage of resources and capabilities available. How to get it and what to do to keep or 
increase a competitive position becomes a key topic for business management. 

According to Vargo & Lusch (2014) and Sirvastava, Fahey & Christensen (2001), inimitability is 
higher in intangible than in tangible capabilities. In this sense, Slater & Narver (1995) consider innova-
tion and organizational learning as capabilities that are difficult to imitate, besides, they are highlighted 
for their potential to generate other capabilities (Munuera et al., 2007).

Innovation is considered a critical factor for enterprises’ survival and success (Ramírez-Garzón and 
Pérez-Uribe, 2019; Formichella, 2005; Damanpour & Gopalakrishnan, 2001; Camelo, Romero and 
Valle, 2000; Rogers, 1983; Schumpeter, 1942), since innovative enterprises are more flexible, which 
allows them to learn and get better adapted to changes in the environment, to answer faster and better to 
changing needs of the society and therefore to get better results compared to those that are not (Miles 
& Snow, 1978; Drucker, 1985). 

In the current changing business environment, to know more and quicker than the competitors may 
represent the difference between staying or getting out of business; in this sense, organizational learning 
is recognized as an essential organizational function (Yonso, Figueredo, Alvarado and Goyo, 2013). Ori-
entation to learn refers to the director’s attitude and commitment to incentive employees to get engaged 
to new ideas and knowledge, with an open attitude to experiment and to unlearn what was already learnt 
(Stary, 2016; Cardona and Calderón, 2006 ; Calantone, Cavusgil and Zhao, 2002); which is considered 
a long-term investment that may become a factor to survive (Vargas, 2018; Llonch, López and Eusebio, 
2007). Different authors are showing a growing interest towards organizational learning, and particularly 
towards orientation to learning (Turi, Javed,, Bashir, Khaskhelly, Shaikh & Toheed, 2019).

Previous empirical studies show that innovation and organizational learning constitute distinctive 
capabilities and potential generators of competitive advantage for enterprises (Stable-Rodríguez, 2016); 
others state that learning and organizational knowledge precede innovation (Kavoura & Anderson, 2016; 
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Nonaka & Takeuchi, 1995; Hage, 1999); this means that it is necessary to learn in order to innovate 
(Rodríguez, Lozano and Hernández, 2011). In the same way, Kavoura & Koziol (2017) discusses cases 
in Poland and medium enterprises and found that social media and innovations are not be used so much 
by small and medium ones although this would benefit them. 

Nevertheless, and even when there is literature that analyzes the relation between innovation, learning 
and organizational performance, there are few researches on this topic in Colombia and Latin America.

Aimed at filling this gap, the objective of this research is to analyze empirically the impact of the 
orientation to learning on the enterprises’ innovation and performance. To do so, 403 Colombian MSMEs 
were analyzed to enrich similar researches, expecting that the results obtained will help the government 
and the academy to design strategies to keep and/or improve innovative and learning practices in MSMEs. 

THEORETICAL FRAMEWORK

Theory of Resources and Capabilities

In the current competitive environment, characterized by open markets, globalization, economic crisis, 
development of new technologies, in which change is constant, in a knowledge society as Drucker (1993) 
states, in which nor capital neither natural resources but knowledge becomes the economical resource, 
enterprises need to manage processes and strategies that make them different from others and lead them 
to success. 

Traditionally, the book Competitive Strategy, written by Porter, has been used by strategic management 
to explain competitive advantages; such book proposes a methodology based on the industries to which 
the enterprise belongs (Ynzunza and Izar, 2013). However, some researches evidenced the difficulties 
of such model to explain the origins of the competitive advantage, in which it was demonstrated that 
differences in results among sectors were less significant than differences inside the sectors themselves 
(Rumelt, 1991; Hansen and Wernerfelt, 1989). Then, in the 90’s, researchers focused their attention 
on enterprises’ internal factors to explain the results. Hence, the theory of resources and capabilities 
arises; it pretends to consider these internal aspects as the generators of competitive advantage for the 
enterprises. To do so, the enterprise is defined as a unique set of resources and capabilities that cannot 
be sold and bought in the market. The main mission of the researchers is the study of differences in 
the result, and their main premise is the presence of heterogeneity among the resources controlled by 
enterprises, which becomes the main factor that explains the difference of the results obtained among 
enterprises (Lippman and Rumelt, 1982; Rumelt, 1991; Barney, 1991).

Therefore, differences between the levels of success achieved by enterprises are explained more by 
resources and capabilities than by the structure of the industries to which they belong to (Barney, 1991; 
Ynzunza, et al., 2013). Day (1994) states that the link between the enterprise’s capabilities and its chal-
lenges is the most important factor to understand the success and failures of enterprises. 

Therefore, key sources for MSMEs to achieve competitiveness are their own resources and capabili-
ties as long as they adapt to the environment, being physical, technological, human and organizational 
resources are available and can be controlled by the enterprise; capabilities refer to the way in which the 
enterprise uses such resources (Salón 2018; Pulido, 2010; Munera and Rodríguez, 2007). 

The enterprises’ competitive advantages depend both on tangible and intangible assets. The latter, due 
to the difficulties encountered to imitate them, become key factors to compete nowadays (Munuera et 
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al., 2007). Hence, Srivastava et al (2001) states that inimitability is higher in intangible than in tangible 
capabilities. Cardona (2011) considers innovation and organizational learning as capabilities difficult 
to imitated and emphasizes on their potential to generate additional capabilities. 

Learning

It is a complex concept that in which different fields of knowledge are used to explain it. Traditionally, 
psychologist and pedagogues who more frequently have studies this concept. Some of them link learn-
ing and change and others consider it a process. Conde, Correa and Delgado (2010) state that learning 
is a change relatively permanent of behavior. Del Rio and Santiesteban (2011) consider learning as a 
process by which knowledge is acquired through experience. 

With a higher scope, some other authors link learning to change of behavior; they consider that this 
is the result of the interaction of the individual with his/her environment (Conde, et al, 2010). Nuñez 
(2004) cited by Contreras et al (2012) defines learning as the process by which the person assimilates 
the culture accumulated by others, as knowledge (conceptual, instrumental and operational) and as skills, 
emotions, feelings and values, generating his/her own. 

Senge (2000) states that learning relates to the word “metanoia”, understood as mental shift, change 
of approach or transit from one perspective to another. Therefore, he states that understanding the mean-
ing of that word means understanding the most profound meaning of learning. In the same direction, 
Stable-Rodríguez (2016) refers to learning as those conscious processes that cause long-lasting mental 
shifts in individuals. 

Therefore, innovation is considered a key factor for enterprises’ survival (Ortiz and Arredondo, 
2014), since innovative enterprises are more flexible, which allows them to analyze and adapt better 
to changes in the environment, to answer faster to changing needs of the society (Miles, et al., 1978; 
Drucker, 1985), and to obtain better results than those that do not innovate. Therefore, organizational 
learning is recognized as a fundamental organizational function (Villegas, 2005), which is considered a 
long term investment, that may become a survival factor (Calantone, et al., 2002); while others state that 
learning and organizational knowledge precede innovation (Nonaka et al., 1995; Hage, 1999); meaning 
that learning is necessary in order to innovate (Rodríguez, et al., 2011; Lado and Wilson, 1994). 

Organizational Learning

Modern organizational theory states that organizations learn, since as they take their experiences into 
consideration, they modify their goals and daily procedures (Cyert and March, 1963). Drucker (1993) 
affirmed that around every century a significant transformation occurred in the Western civilization, 
indicating that we have gone from a “society of employees” and a “society of organizations” to a “knowl-
edge society” and “knowledge workers”. Knowledge will be the economic resource, nor the capital, 
neither natural resources. 

Miller and Cangelloti (1965) cited by Realpe (2015) were the firsts who used the term Organizational 
Learning, in a publication in which they proposed a conceptual model of “adaptation-learning” based 
on the contingency theory. In the same direction, Levitt and March (1988) cited by Argote and Miron-
Spektor (2011) consider learning as a dependent routine of the history of the organization, oriented to 
specific objectives that guide its behavior. 
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Argyris (1999) defines organizational learning as a process to discover and correct mistakes, indicating 
that the inability to detect mistakes and other facts arises from a defective learning in the organization. 
Such habits and attitudes allow an enterprise to hide its problems, leading it to rigidity and decline (Lozano 
and González, 2015; Basten and Haamann, 2018). Rowden (2011) considers the learning organization as 
model of strategic change, that helps the organization to plan and execute important institutional changes 
in an environment that quickly changes the conditions of enterprises.

Senge (1990) cited by Suddaby and Foster (2016) proposed five dimensions that he considers vital to 
create organizations with true capacity to learn, them being: systemic thought, personal control, mental 
models, build a shared vision and team learning. 

Based on other authors, Garzon and Fischer (2008) cited by Galvez et al., (2013), define organizational 
learning as the capacity that organizations have to create, organize and process information from their 
own sources in order to generate new individual, team, organizational and inter organizational learning, 
generating a culture that facilitates it, establishing the conditions that permit the development of new 
capabilities, the design of new products and service, the increase of the already existing offer and the 
improvement of long-lasting processes. 

Within this organizational learning, different study trends for current administration are established, 
such as interest group theory (Freeman, 1984; Phillips, 2010) that seeks to identify the actors according 
to the degree of participation and interaction with the company, which allows you to learn to manage your 
relationships, on the other hand, there is the theory of the psychological contract (Máynes, Cavazos & 
Reyes, 2016; Huang, Niu, Pierce & Lee, 2015) that allows understanding the support learning mechanisms 
and complement to formal contracts, which generate a significant degree of expectations and promises 
for workers at the time of hiring (Vargas, 2020).

Organizational Learning Levels and Dimensions

Learning is considered a complex and dynamic topic. Some authors such as Simon (1991) cited by Paños, 
Ruiz, Sabater and Ruiz (2004) states that recent models consider that learning occurs at individual, group 
and organizational levels, therefore identifying the subjects that participate in the process: individual, 
group and organization. 

Argyris (1999) identifies two types or learning in organizations: 1) one that tends to modify organiza-
tional routines, making it incremental and adaptive; 2) one that boosts practices that lead to the creation 
of new habits in a new learning environment. 

Orientation to Organizational Learning

Orientation to learn can be conceptualized as a set of organizational values that influence the enterprise 
1) to make it create and use knowledge (Sinkula, Baker and Noordewier, 1997); 2) in the degree in which 
the enterprise is satisfied with its own paradigms (Argyris and Schön, 1978); 3) in its mental models 
(Geus, 1988); and 4) in the predominant logics (Bettis and Prahalad, 1995). 

In this sense, three organizational values that influence organizational to learn are usually being 
associated: commitment to learn, an open mind and a shared vision (Day 1991 and 1994; Senge 1990 
and 1992; Tobin 1993; Sinkula et al, 1997). However, other authors consider four factors: commitment 
to learn, open mind, shared vision and knowledge exchange (Hurley and Hult, 1998; Hult and Ferrell, 
1997; Hult, 1998).
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Weerawardena, O´Cass and Julian (2006) identify three types of orientation to learn: orientation to 
learn from the market, relational orientation to learn, and internal orientation to learn. 

In another approach, orientation to learn has been considered a dimension of organizational learning 
(Baker, et al., 1999; Calantone et al., 2002). Cardona et al., (2006) identify it among the three dimen-
sions that measure organizational learning: shared knowledge, knowledge recovery and orientation of 
learning. The latter is defined in three dimensions, being them: commitment to learn, openness and 
experimentation, and capacity to unlearn. 

1)  Commitment to learn. It is the degree at which an organization values and promoted learning 
(Sinkula, et al., 1997), considering it as a long-term investment that becomes a surviving factor 
(Calantone et al., 2002). This commitment and does not neccesarily mean forcing or imposing, 
since learning requires time and practice (Senge, 2000). Besides, learning also depends on the 
will, the advantage taken from the commitment, the imagination, enery and enthusiasm of people 
who work in the organization (Senge, 1990). Simon (1991) defends the approach that considers the 
learning process as exclusive of people or that at least starts from people. Paños et al, (2004) states 
that in order to boost the generation of new knowledge at individual level it is necessary, among 
other aspects, that organizations promote autonomy, creativity, motivation and improvement and 
in some cases they need to require employees to question constantly the norms that guide the or-
ganization (Day, 1991; Sinkula, 1994; Sinkula et al., 1997). These considerations are fundamental 
since commitment and conviction from employees are the base of organizational learning (Cardona 
et al., 2006).

2)  Unlearning. Traditionally, enterprises and people insist on learning, however, one of the biggest 
obstacles to create new knowledge is unlearning what is already learnt; the latter understood as the 
process by which obsolete and deceiving knowledge is cast aside (Cegarra and Rodrigo, 2004). In 
addition, Huber (1998) states that one of the main factors that influence the success of organiza-
tional learning is the elimination of obsolete knowledge. This happens when the right conditions 
occur in the organization; to do so, top management needs to authorize them and conditions should 
not be blocked by norms or regulations (Nguyen, 2017). Therefore, an important factor to create 
organizational learning is to eliminate mental models that are implicit in the enterprises’ structure, 
even if they were successful previously, since they affect negatively the rules that determine the 
behavior of individuals and groups throughout the (Grant, 1991). This way, organizations promote 
unlearning when they proactively question their routines and beliefs (Nguyen, 2017; Baker et al., 
1999).

3)  Openness and experimentation. Weerawardena et al., (2006) conceive orientation to internal 
learning as the capacity of an enterprise to develop knowledge through its internal resources, in 
which R&D plays a decisive role. Such learning disseminates, get rids of, or uses knowledge to 
bring about changes in the organization. Dixon (1992) and Huber (1998) consider that learning 
focused to the interior includes experiential learning (by trial and error) and experimental learning 
(development of new ways of doing things). Therefore, as time passes by, mental models become 
obsolete to face coming changes (Baker et al., 1999), limiting the organization to habitual ways 
to think and act, unless there is an open mind that questions such ways (Porac and Thomas 1990; 
Senge 1992 and 1990). Hence, mind openness is linked to unlearning (Nystrom and Starbuck, 
1984).
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Innovation

There are different points of view about innovation; etymologically it comes from Latin innovare, that 
means to change or alter things by introducing novelties; the dictionary of the Royal Academy of Spanish 
provides a definition as the creation or modification of a product and its launch to the market (Ramírez-
Salazar, Pérez-Uribe, Salcedo-Pérez and Juffington-Smith, 2019). In another definition, the Oslo Manual 
(OECD and EUROSTAT, 2005) states that it is the introduction of a new, or significantly improved 
product (good or service), process, new way to commercialize, new way to organize internal practices 
of an enterprise, the organization of the workplace or the relations with the outside of the organization. 

Formicella (2005), in its research about the topic, states that the concept of innovation started to be 
appear in the writings of Adam Smith and David Ricardo, even though they did not mention it explicitly, 
being Joseph Schumpter the first top rated economist who broadly developed the concept of the innova-
tion process, establishing the difference between invention, innovation and diffusion; from those first 
stages, studies on the topic have developed significantly. 

From another perspective, Urrea and Mejia (2000) consider technological innovation as the socio-
technical practice that creates new ways of doing things in different social environments. Such practices 
(the same authors affirm) transform into improvements, adaptations and modifications at different lev-
els; besides they create tools, machines, products, and operational and organizational processes in the 
production of a good or service. 

In such sense, innovation is the process of integration of existing technology and new inventions in 
order to create or improve a product, a process or a system. From an economic approach, innovation is 
the consolidation of a new product, process or improves system (Medina and Espinoza, 1994). Innova-
tion is to produce, assimilate and take advantage of the novelty in economic and social environments 
(Perez-Uribe, Salcedo-Perez and Ocampo-Guzmán, 2018).

In the same direction, Ramírez-Salazar, et al., (2019) state that once innovation is understood as a 
process of development and application, this would include both the idea of innovation from a technical 
perspective (technology, new products and services) and from an organizational perspective (procedures, 
policies and new organizational ways). Some studies have found that the implementation of managerial 
innovations tends to improve the competitiveness of enterprises (Ramírez-Salazar, Perez-Uribe and 
Salcedo-Perez, 2018).

Classification of Innovation

According to Cuevas and Roman (2008), innovation categories can be classified by using three basic 
criteria: the object, the degree of newness and the strategic aim of the innovation. 

Schumpeter (1942) considered the introduction of a new good or type of goods to the market, the 
use of new sources of raw materials, the incorporation of a new method of production, and market in-
novation (open a new market in a different country or the implementation of a new market structure) as 
cases of innovation. The Asociación Española de Contabilidad y Administración de Empresas –Spanish 
Association of Accounting and Business Administration- (AECA, 1995), cited by Galvez (2014), states 
that there are three types of innovation: of products, processes and management. Product innovation 
materializes in the commercialization of a new product of the improving of an existing one; process 
innovation provides new equipment or production processes to the enterprise, tending to increase the 
productivity and reduce costs; management innovation gets the set of novelties and changes introduced 
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in the organizational structure of the enterprise, in areas such as commercialization, financing, organiza-
tion, etc. (Maldonado, Madrid, Martinez and Aguilera, 2009).

In this same sense, the Oslo Manual (OECD et al., 2005) proposes four types of innovation; product, 
process, marketing and organizational:

1)  Innovation of product: it is the launch of a new or significantly improved (regarding its character-
istics or use) good or service; 2) Innovation of process: it is the introduction of a new or signifi-
cantly improved method of production or distribution. This bring significant changes in techniques, 
materials and/or software; 3) Innovation of marketing: it is the application of a new method of 
commercialization that brings significant changes to a product design, package, positioning in the 
market or pricing; 4) Organizational innovation: it is the introduction of a new organizational 
method in the practices, workplace or external relations of the enterprise.

Depending on the degree of novelty, innovations can be classified into radical and incremental. Such 
distinction has an important economic impact (Freeman, 1987). Radical, also called basic, primary or total, 
innovations refer to totally new products or processes, since they present significant differences regarding 
their purpose, performance, characteristics, theoretical properties, raw materials or components used in 
their production. On the other side, incremental, also called partial, progressive or secondary innova-
tions refer to improvements to already existing products or processes, bringing less novelty (INE, 2015).

Organizational Performance

Different methodologies and tools have been developed to measure the results of organizations, some 
of them being objective, meaning they take data, for example accounting and budgeting systems or the 
balance scorecard. The latter uses indicators such as: profitability, gross added value over payroll and 
sales over payroll (Jimenez and Sanz, 2006) return on investment, return on sales, increase in sales, and 
market share (Ma, Zhu and Hou, 2011); ROI and ROA (Pérez – Uribe, 2012, p. 54; Calantone et al., 
2002); relative changes in the market, success of new products (Baker et al., 1999). Others are subjective, 
meaning they are obtained from the perception or points of view of those involved in the enterprise’s 
processes or external observers; in such cases perceptions such as global profitability (Calantone et al., 
2002), global performance (Baker et al., 1999); improvements in processes, in product quality, in tasks 
organization, increase in customer satisfaction, employees’ motivation, increase in productivity, etc, are 
used (Quinn and Rohrbaugh, 1983).

This evidences that there is not agreement about a single general indicator to measure organizational 
performance so far. Performance measurement is considered one of the most relevant challenges faced 
by an enterprise, since it plays a key role in areas such as development of strategic plans, evaluation of 
goal achievements, assignation or incentives to top management, among others. Therefore, measuring 
organizational performance should not be limited to financial matters; it should also consider measure-
ments of internal and external efficiency (Pérez – Uribe, 2012, pp. 53-55). Por ultimo, un studio realizado 
en Chipre, demuestra que para las pequeñas y medianas empresas jovenes 
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INVESTIGATION METHODOLOGY

This work is of a correlational type with a quantitative approach, since it aims to empirically measure 
the degree of relationship between learning orientation, innovation and organizational performance. 
The source of information used was primary, obtaining the data through a telephone survey. To test 
the hypotheses, a multivariate analysis was performed using multiple linear regressions. The different 
aspects of the methodology used for the research are described below:

The companies object of the study are formally constituted MSMEs, belonging to industry, construc-
tion, commerce and services; Located in different cities in Colombia, the sectors were chosen under an 
expert peer review exercise to establish those that would have more influence with development and 
competitiveness in the selected territory. A sample of 403 companies obtained by stratified sampling 
was used, taking into account the size of the company, sector of activity and city. Within each stratum, 
the selection was made by means of a simple random sampling with a sampling error of 4.9 points and 
a confidence level of 95% (tables 1 and 2)

Data collection was carried out during the months of June and July 2011, through a market research 
company; The instrument used was a structured survey, which was applied by telephone to the owners 
or managers of MSMEs.

HYPOTHESES AND MODEL OF ANALYSIS 

Hypotheses

H1: Orientation to learn influences the performance of enterprises. 
H2: The more the commitment to learn in the enterprise the easier to promote the innovation of products.

Table 1. Sample distribution by city

REGION Number of companies

Centro (Bogotá, Bucaramanga) 133

Antioquia (Medellín) 89

Sur Occidente (Cali, Popayán, Pasto) 87

Norte (Barranquilla, Cartagena, Santa Martha) 70

Eje cafetero (Armenia, Manizales, Pereira) 24

Total 403

Source: self made
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Measurement of Variables

• Orientation to organizational learning: Even though there has been a crescent interest on orga-
nizational learning (Senge, 1990; Slater and Narver, 1994; Huber 1998), the different perspectives 
from which the concept has been studied have caused a confusion in the terminology (Jiménez 
et al., 2006) and a disagreement on how to measure it; as a consequence, there is not agreement 
about which are the dimensions of organizational learning. Authors like Huber (1998) analyzed 
learning as stages of a process: acquisition, distribution, interpretation of knowledge and organi-
zational memory; for Senge (1990 and 1992) and Varela (2011) organizational learning is a col-
lective process that requires conditions such as personal control, mental models, shared vision, 
teamwork and systemic thinking, while for Sinkula et al (1997) orientation to learn can be con-
ceptualized as a set of organizational values such as: commitment to learn, shared vision and open 
mind. In this research, after revising the tools used in other empirical studies (Nonaka et al., 1995; 
Day, 1994; Sinkula et al., 1997), and according to the goals of this research, the authors decided 
to use partially the scale developed Cardona et al (2006) to measure organizational learning, and 
which considers orientation to learn as one of the dimensions. 

• The Variable of Innovation: There are two approaches to measure the degree of innovation of 
an enterprise (Zehira, Canb and Karabogac, 2015), 1) the objective approach that measures from 
quantitative data such as number of patents, or specific data of product innovation (number of 
new products) or processes (investment costs); 2) the subjective approach based on the perception 
of the manager or owner of the enterprise has about his/her innovative activities. The subjective 
approach is the most appropriated for SMEs, since the objective approach tends to underestimate 
the innovative activities of SMEs (Zehira, et al., 2015). To work this factor in this research, the 
authors considered different concepts compiled in the bibliographical review, especially that of 
AECA (1995) which stated that innovation can be classified into technological and organizational. 
Technological innovations include significant novelties in products and processes while organiza-
tional innovations consider to changes introduced to the administrative structure of the enterprise, 
its commercialization and financing among others. The same classification has been used in dif-

Table 2. Distribution of the sample by sector and size, and their respective estimation errors

SECTOR Sample Error (%)

Industry 198 6.9

Construction 21 21.3

Commerce 75 11.2

Services 109 9.4

SIZE

5 a 10 workers 125 8.7

11 a 50 workers 196 7.0

51 a 250 workers 82 10.8

Total 403 4.9

Source: self made
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ferent studies (Maldonado et al., 2009; Van Auken, Madrid and García, 2008). A multi criteria 
measure with two or more items per innovation type was used to measure the degree of innovation 
in products (INNOVAPS), processes (INNOVAPC) and management (INNOVAMAN). A Likert 
scale of five answers was used. The variable that represents global innovation is calculated by us-
ing the arithmetic mean of the three innovation measures (also in a 1 to 5 scale).

• Organizational performance: The model of organizational performance developed by Quinn 
et al (1983) was used in this research; it is one of the most recognized methodologies worldwide 
to measure organizational performance. According to Rodríguez (2007) this methodology allows 
to analyze the enterprise’s performance from a multidimensional perspective, from three dimen-
sions: 1) the organizational approach, from an internal (based on a vision “micro” about the good 
personnel understanding and development to an external point of view (focused on the “macro” 
level of the enterprise’s success); 2) regarding the organizational structure, focused on the en-
terprise’s stability or flexibility; 3) related to the organizational means and goals. The following 
four models of performance arise from these three dimensions: 1) Model of internal processes: 
focused on control from an internal point of view, emphasizing especially on communication of 
information and aimed at control and stability; 2) Model of open system: focused on flexibility 
from an external point of view, contemplating growth, resource acquisition and external support 
as main objectives; 3) Rational model: directed towards control from an external point of view, 
emphasizing on efficiency and productivity; and 4) Human relations model: it focuses on flex-
ibility from an internal point of view, considering the development of human resources as the 
main objective. Each one of these elements of performance was measured on a Likert scale of five 
possible answers going from very unsatisfied (1) to very satisfied (5). 

Analytical Method 

The multiple linear regression analysis was used to test the hypotheses. Independent variables are en-
terprises’ age and size as control variables with one (Madura (Mature)) and two (Pequeña (Small) and 
Mediana (Mid)) categories respectively. Orientation to learn in each of its dimensions: directors and 
workers’ commitment, openness and experimentation, and unlearning. Finally, as dependent variable, ac-
cording to each model, the dimensions of the organizational performance were added: internal processes, 
human relations, rational and open system, and innovation in each of its dimensions: products/services, 
processes and management. This analytical model requires the compliance with a set of assumptions: 
linearity of the occurrence, constant variance, and independence and normal distribution of errors (Hair 
and fellows, 1999, mentioned by Contreras, et al., 2012). 

ANALYSIS OF RESULTS

Tables 3 and 4 show results obtained per sector, examining relations between orientation to global learn-
ing (OAGLOBAL), innovation and performance; they also show the control variables: age (D.Madura)
and size (D.Pequeña, D.Mediana) of the enterprises. 
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Effect of Orientation to Learn on Innovation (per sector)

Results show a significant correlation between global orientation to learn (OAGLOBAL) in the manufac-
turing sector (β = 0,340c) with an association of (F = 5.367c) and in the services sector (β = 0,544c) with 
a F= 5.367c. However, the model does not explain the variability in the trade and construction sectors. 
It is then concluded that MSMEs of the manufacturing and services sectors show commitment to learn, 
experimentation and unlearning, therefore promoting product innovation, with size being a most influ-
ential factor in the manufacturing sector, more significant especially in small enterprises (β = 0,365c).

Effect of Orientation to Learn on Performance (per sector) 

Contrary to innovation, results of the model show a significant relation between global orientation to learn 
(OAGLOBAL) and each of its different sectors: manufacturing (F = 14.016c) with a significant regres-
sion coefficient (β = 0,454c); services (F = 12.460c) with a highly significant regression coefficient (β = 
0,546c); trade (F = 5.977c) with a highly significant regression coefficient (β = 0,445c); and construction 
(F = 5.517c) with a highly significant regression coefficient (β = 0,569c). In this model, the coefficient 
of the D.Madura variable is significantly negative, making evident that the orientation to learn in young 
enterprises has a higher effect on performance (β = -0,447b); instead, in the manufacturing sector the 
orientation to learn is highly significant in mature enterprises, indicating that such enterprises promote 
and boost organizational learning through unlearning, commitment and experimentation, looking for 
internal and external efficiency. 

Table 3 . Effect of orientation to learn on innovation (per sector)

Dependent 
Variable 

 
Independent 

Variables

INNOVATION

SECTOR
Global

Manufacturing Services Commerce Construction

Adjusted R2 0,189 0.192 -0,039 0.705 0.119

Durwin-Watson 2.120 2.594 1.818 2.213 1.831

F 5.367C 3.081B 0.756 5.177 5.920C

Higher VIF 1.931 2.077 1.342 2.523 1.709

OAGLOBAL: β 
 t 

0,340C

3.131
0.544C

3.337
0.151 
0.722

-0.500 
-2.052

0.329C

4.197

D.Madura β 
 t

-0.094 
-0.848

0.136 
0.725

0.196 
0.960

-1.035b

-3.311
-0.015 
-0.185

D.Pequeña β 
 t

0.365b

2.619
0.156 
0.808

-0.320 
-1.422

1.379b

4.227
0.185a

1.911

D.Mediana β 
 t

0.153 
1.062

0.269 
1.227

-0.084 
-0.362

0.551 
1.898

0.129 
1.267

Significance level: a p≤0,1; b p≤0,05; c p≤0,01
Source: own elaboration
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CONCLUSION

Results show that a significant correlation between global learning (OAGLOBAL) in manufacturing and 
service sectors. However, the model does not explain the variability in trade and construction sectors. 
Then, it is concluded that MSMEs of the manufacturing and service sectors are committed to learn, 
experiment and unlearn, therefore promoting product innovation, with size being a more influential 
factor in the manufacturing sector, especially in small enterprises, confirming Hypothesis 2: “The more 
the commitment to learn in the enterprise the easier to promote the innovation of products” Abbas and 
Alireza, (2011) and Ma et al., (2011) cited by Contreras et al., (2012). 

Contrary to innovation, results show a significant correlation between global learning (OAGLOBAL) 
and each of the economic sectors analyzed. The coefficient of the variable D.Madura is significantly 
negative, evidencing that orientation to learn in young enterprises has a higher effect on performance 
(Hypothesis 1). It is inverse in the manufacturing sector, meaning that orientation to learn is highly sig-
nificant in mature enterprises, indicating that they promote and stimulate organizational learning through 
unlearning, commitment and experimentation, looking for internal and external efficiency (Hypothesis 
2), coinciding with the results obtained by Contreras et al., (2012), Calantone et al., (2002) and Baker 
et al., (1999). 

LIMITATIONS AND FUTURE INVESTIGATIONS

This research has, among other limitations, the fact that it is based on cross-sectional data, which show 
how the orientation to learning is related to innovation and performance, and how significant this 
relationship is. Therefore, for future studies, an explanatory and longitudinal study is recommended, 

Table 4. Effect of orientation to learn on performance (per sector)

Dependent Variable 
Independent 

Variables

PERFORMANCE

SECTOR
Global

Manufacturing Services Commerce Construction

Adjusted R2 0.209 0.30 0.212 0.475 0.238

Durwin-Watson 1.955 1.999 1.800 2.137 1.747

F 14.016c 12.460c 5.977c 5.517c 32.376c

Higher VIF 1.621 1.416 1.478 2.703 1.525

OAGLOBAL: β 
 t 

0.454c

6.919
0.546c

6.524
0.445c

3.987
0.569c

3.393
0.483c

10.694

D.Madura β 
 t

0.125a

1.864
-0.077 
-0.916

-0.168 
-1.536

-0.447b

-2.196
-0.031 
-0.668

D.Pequeña β 
 t

0.047 
0.611

0.056 
0.598

-0.048 
-0.381

0.318 
1.364

0.045 
0.869

D.Mediana β 
 t

-0.023 
-0.289

0.028 
0.292

0.078 
0.634

0.437 
1.640

0.037 
0.696

Significance level: a p≤0,1; b p≤0,05; c p≤0,01
Source: own elaboration
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methodologically, to explain why this relationship occurs and under what conditions. Additionally, this 
research could be resumed to address elements that remain to be analyzed, such as the organizational 
culture, and the strategy in relation to its alignment with the learning process. Finally, for future relation-
ships on the relationship orientation to learning, innovation and performance, the radical or incremental 
nature of the innovation should be taken into account.
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ABSTRACT

This chapter discusses the evolution, opportunities, succession model, and sustainability challenges of 
formal and informal family businesses in Nigeria. Using qualitative research method, while relying on 
content analysed secondary data, the chapter found that the family businesses that evolved in Nigeria 
laid the foundation for socio-economic development, and they contributed immensely to employment 
generation, stimulation of indigenous entrepreneurship, mobilization of idle savings, and growth of 
gross domestic product. Family businesses in Nigeria prefer relay succession planning for transferring 
control to family members. The major sustainability challenges include poor succession planning, harsh 
macro-economic environment, conflict of interest, emotional family problems, parochial family vision, 
absence of mentoring, competition from multinational corporation, poor access to funding, inadequate 
entrepreneurial knowledge, weak financial management, bad governance, and a host of others. The 
chapter concludes with research implications, limitations, and suggestions for further research.
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INTRODUCTION

Family business as the oldest model of business throughout the world starts from corner shops with 
few employees to multinational corporations (MNCs) with thousands of employees. Examples of the 
world’s largest family-run businesses are WALMART in the United States, Dangote Group of Compa-
nies in Nigeria, SAMSUNG in Korea, TATA in India, and FOXCONN in Taiwan (Raimi et al., 2016b). 
With specific reference to the United States of America, India, and Italy, family businesses played a 
very impressive role in the socio-economic development of these countries – a fact that has made them 
relevant and indispensable (Rome Business School, 2019). Similarly, family businesses in Nigeria have 
recorded a commendable level of growth, and they aim to grow aggressively at 25% over the next five 
years as against the global growth rate of 15% (PwC Nigeria (2017). 

Before the independence and post-independence era, Nigeria experienced an explosive growth of 
formal and informal family businesses among the various ethnic groups in the country. The size of the 
family businesses and their geographical spread across the country suggest that they are viable and rep-
resent the preferred way of doing business (Joseph, 2014). Family businesses have for long flourished 
in both developed and developing economies, as they account for about 70 and 95% of all functional 
businesses contributing between 50-80% to national employment in most countries (European Family 
Business, 2012; Ogbechie and Anetor, 2015). Family businesses in Nigeria contribute approximately 
47% of the nation’s GDP (SMEDAN, 2012). Besides, family businesses also accounted for the largest 
percentage of businesses in contemporary times (Colli, 2003; Zahra and Sharma, 2004). As a distinct 
field of entrepreneurship, the family business has attracted a lot of attention in academic and policy circles 
because of its exploits across the globe. It is largely seen as a source of value addition, wealth creation 
and creation of job opportunities for family members and other people in the community. As a family 
asset, the management of a family business is sustained through the transfer of management and control 
from one family generation to the next generation (Shanker and Astrachan, 1996; Naseer et al., 2018). 

In retrospect, family businesses perform wealth-creation, wealth reallocation and wealth-preservation 
roles thereby serving as intergenerational and geographical transmission mechanisms for owners’ fami-
lies (Carney, 2007). Other socio-economic roles of family businesses include stimulation of indigenous 
entrepreneurship (through the provision of goods and services) employment generation in the operating 
environment, wealth creation, embedding a culture of innovations and creativity, foreign exchange earn-
ings, competing with large scale businesses including multinational companies (MNCs), mobilization 
of savings for production, and contribution to the GDP (Ogbechie and Anetor, 2015).

Despite the advantages inherent in modern shareholder-oriented businesses with heterogeneous 
owners, the family business model is still preferred and continued to be relevant in contemporary times 
because of several reasons. In family businesses, family members are passionate about keeping watch 
over the businesses with keen interest; they pay attention to details and minutest matters; and unlike 
outsiders, family members are committed to the continued survival and sustainability of the business 
(Ugoani, 2015). This argument finds justification because family businesses avoid the overlapping 
principal-agency problem in the Agency Theory of corporate governance. Agency theory explains the 
transactional contract between the principals (owners) and the agents (executive management) within an 
organization’s corporate governance structure (Luhman and Cunliffe, 2013). The principals as owners 
engaged executive managers or agents with the promise to pay agreed remuneration on the condition that 
the latter protect the self-interests of the owners in the organizations (Laiho, 2011). Family businesses 
are protected from agency problem because the incentives for the principals and agents converge, that 
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is, the owners are the executive managers running the organizations (Joshi and Akbar, 2012). Also, the 
governance of family businesses provides relative advantages in developing, sustaining, and appropriating 
value from a class of assets that are generic non-tradeable (GNTs), which are combined with tradable 
assets for maximum benefits (Gedajlovic and Carney, 2010). 

From the foregoing explanations, agency theory suffers foundational problems because family busi-
nesses are run by the founder and family members, hence there is no need for executive managers to 
act as agents for the owners. Incidences in the corporate world have shown the limitation of agency 
theory. Scholars also explained that principal-agency relationship does not necessarily make corporate 
governance smooth, because sophisticated executive managers have failed woefully as agents to protect 
the interests of the owners – this breach of the agreement has resulted into bankruptcies (Arnold and De 
Lange, 2004; Jiraporn et al., 2008; Merino, Mayper and Tolleson, 2010). Therefore, family businesses 
require effective governance for survival because effective governance practices stimulate strategic 
planning and smooth succession in organizations (Neubauer and Lank, 2016). 

Given the important socio-economic roles played by family businesses in Nigeria, it is pertinent to 
take a more in-depth look at the evolution, opportunities, governance, succession model and sustain-
ability challenges facing the family businesses. For a country such as Nigeria rising poverty, crime and 
unemployment rates, the prospects and drawbacks of family businesses require wholesome research. 
Based on the foregoing, this chapter discusses the evolution, opportunities, succession model and sus-
tainability challenges of formal and informal family businesses in Nigeria. There are five sections in this 
chapter. The first section discusses the overview of a family business as an evolving and distinct field of 
entrepreneurship. The second section focuses on the literature review. This section critically looked at 
the definitions of a family business, its evolution in Nigeria and the challenges facing family businesses 
in Nigeria and beyond. The third section discusses contingency leadership theory as a theoretical frame-
work for the family business. The fourth section describes the methodology/approach used for chapter 
development with more details. The fifth part contextualized the evidence-based findings and insights 
that emerged from the chapter. The sixth section concludes with research implications (theoretical and 
managerial implications), limitations and suggestions for further research on the subject.

LITERATURE REVIEW AND THEORETICAL FRAMEWORK

Family Business Defined

The family business has been called different names such as family-owned business, family company and 
family entrepreneurship, hence there is a need to have it properly defined to avoid definitional ambiguity. 
The family business is a business entity where ownership and management including decision-making 
are influenced and concentrated in one or multiple generations of a family (De Massis, et al., 2014). 
The family business can also be defined as a business organization where the family owns the majority 
of the stock and by that exercise full managerial control over the management of the family business 
(Kampouri, Plakoyiannaki and Leppäaho, 2017). Most family businesses are established and managed 
by the family head as founder, and with time one or more members of the extended family are accom-
modated in the management of the businesses (Ugoani, 2015). 

Similarly, Hall, Melin and Nordqvist (2001) define a family business as an organization started by 
a single founder, but progressively attract more family members who occupy leadership positions that 
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are passed to the next generations of the family. A business can also be described as a family business 
when ownership, leadership and control; and decision-making are influenced by multiple generations 
of a family usually related by blood or marriage. This definition extends to a family-owned business, 
where a single person from a particular family is the controlling shareholder; that is, the person has 
enough shares to assume at least 20% of the voting rights and the highest percentage of voting rights in 
comparison to other shareholders (Raimi et al., 2016). Even in the organized private sector with several 
private limited and public limited companies, the family businesses still manifest. For instance, the active 
participation of more than one member of a family in the ownership and control of the company’s total 
assets in the range of above 50% makes the business a family-owned business. This is done to ensure 
that the business ownership and management remain within the close control of family members over 
successive generations (Chua, Chrisman, & Sharma, 1999; Ayobami et al., 2018). 

Concerning size, family businesses include small shops of sole proprietors, diverse models of part-
nerships, limited liability companies and multinational companies (Naseer, et al., 2018). Beyond mere 
nomenclature, a business qualifies to be called a family business if it manifests some unique character-
istics, which shape the entrepreneurial attitude and impact on performance. The unique entrepreneurial 
characteristics of family businesses include: (a) ability to retains for a long time family board of direc-
tors, (2) ability to forge a close communication with employees, (3) high level of diversifications based 
on gender considerations, (4) possession of wealth of experience under the control more experienced 
older managers (Wilson et al., 2013; Naseer, et al., 2018). Other unique characteristics of family busi-
ness include education, managerial acumen, personal involvement, community support/loyalty, size of 
the business, organization structure and degree of access to information (Detienne and Cardon, 2012; 
Hatak and Hyslop 2015; Naseer, et al., 2018). Family businesses are known to have the capacity to grow 
their revenues sustainably over a long period. 

More importantly, family businesses operating in Nigeria could be classified into informal and informal 
typologies. The formal-informal paradigm is simply a continuum that explains the degree of sophistica-
tion of a business; and this changes as the size of the business grows at different phases of the growth 
process. At a point in time, to operate informally is appropriate, while at another phase of the growth 
process, formality becomes inevitable as operations become very complex, and it becomes necessary to 
manage labour matters and organizational policies more professionally (Marlow, Taylor & Thompson, 
2010). Formality means operating based on legal contracts and explicit rules set by the government 
and other supervisory agencies in charge of the business. Most large businesses in embrace formality, 
whereas small businesses prefer to operate informally relying on traditional management systems built 
on social relationships and implicit norms (Lin, Lu, Li and Liu 2015; Raimi and Aslani, 2018). Some 
family businesses are informal because such businesses are owned and managed by a single owner 
lacking a professional understanding of how modern formalized management systems operate (Harney 
and Dundon, 2006). Besides, management systems in informal businesses are built on the personal 
idiosyncrasy of founders, informal practices, the domination of prerogative, adherence to normative 
prescriptions and policies and lack of respect for professional best practice (Raimi and Aslani, 2018). 
To wrap up this section, it is evident that, the owners of informal family businesses have to embrace 
formality when their business operations expand and management structures become more complex. 
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Evolution of Family Businesses in Nigeria

Nigeria’s sound economic development in the areas of commerce, agriculture and industry were laid by 
ethnic entrepreneurs that operated several family businesses across the country at the pre and post-inde-
pendence era. The owners of family businesses in Nigeria cut across the three major ethnic entrepreneurs, 
namely: Yorubas in western Nigeria, Igbo in eastern Nigeria and Hausa-Fulani in northern Nigeria. On 
the exploits of Yoruba-owned family businesses, it was reported that at least 200 years before indepen-
dence, the Yoruba entrepreneurs from Oyo, Saki, Ogbomoso Ilorin, Igboho and other areas recorded 
landmark achievements in the establishment of several family businesses in their local communities and 
abroad, where they traded assorted clothes, hard wares, kola nuts, dried pepper, motorcycle or bicycle 
parts and locally manufactured equipment and household utensils (Olalere, 2013; Raimi et al., 2016a).

Igbo people are risk-takers and adventurists in the world of business. These unique entrepreneurial 
qualities have significantly assisted their family business accomplishments (Raimi et al., 2016a). Achebe 
(2012) noted that Igbos had a competitive edge in businesses because they could grab environmental 
opportunities that came their way. The Igbo-owned family businesses have a competitive edge in loca-
tions such as Lagos, Aba, Abuja, Onitsha, Nnewi, Kano, Kaduna, and Ibadan. Even outside the shores 
of Nigeria, the Igbos have established family businesses in places such as the US, Dubai, UK, Canada, 
China, Malaysia, Singapore, Canada, South Africa, Sierra Leone, Benin, Ghana, and African countries 
(Raimi and Aslani, 2019).

The Hausa-Fulani made a significant contribution to agricultural and commercial activities in the 
pre and post-independence era. As individuals and families, the Hausas traded in livestock, salts, leather 
products, and textiles at local and regional trade levels. Like the Yorubas, the Hausa traded in West Africa 
especially with the Ashante in Ghana, and Kankan in north-east Guinea. They are cultivators and live-
stock producers (Folami and Akoko, 2010). The exploits of Hausa-Fulani in business is largely shaped 
by their “cultural, attitudinal, and performative indicators” which are believed to have strengthened what 
has come to be known as Hausa-Fulani identity (Ochonu,2008; Raimi and Aslani, 2018). 

SUCCESSION PLANNING OF FAMILY BUSINESSES

Succession planning and sustainability are two mutually reinforcing concepts with a cause-effect re-
lationship. According to Luna (2012), the term succession planning refers to a systemic, long-term 
process of determining organizational goals, needs, and roles by preparing competent individuals and/
or well-groomed employees to take-up tasks and responsibilities they are best suited for. Furthermore, 
succession planning is defined as a deliberate process by which individuals are vested with leadership 
positions with the intent of ensuring that business operations continue efficiently after the terminal exit 
of people holding key positions (Economic Times, 2019). Summing up the definitions above, succession 
planning is an ongoing process of identifying and developing internal people as new managers for the 
organizations to replace the former managers due to voluntary exit, retirement or death. The process of 
identifying and developing internal people entails an assessment of the right people, sustained training, 
mentoring and coaching, and delegation of duties.

Charan, Drotter and Noel, (2001) contrasted effective and ineffective succession. They posited that 
effective succession focuses on talent development to build an army of qualified people and groups in 
the entire leadership pipeline in the organization. It also extends to planning against the negative effects 
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that the exit of key employees and/or founding CEO may have on the organization and its operations 
(Cosack, Guthridge and Lawson, 2010). The four phases of an effective succession planning process in 
any organization include transition (movement of new role), initiation, selection, and education (Eco-
nomic Times, 2019). 

In the developed economies with strong business culture, succession planning is taken very seriously 
by family businesses, however, the same is not the case in Nigeria. Consequently, family businesses in 
developing economies have a poor survival rate of 13 percent, which is of serious concern to policymak-
ers considering the dominance of family businesses (Sharma et al, 1999). Akanazu (2016) discussed 
four (4) classic examples of family businesses that succeeded because of the founder’s regards for a 
systematic exit strategy and a well-implemented succession plan. These four classic examples are here:

• Pascal Dozie, the founder of Diamond Bank PLC planned his exit/retirement and had long an-
nounced the intention to have a family member succeed him. With sustained effort, his first son, 
Uzoma Dozie took over the position of Group Managing Director of Diamond Bank and later 
emerged CEO. 

• Otunba Subomi Balogun, the founder of First City Monument Bank initiated a systematic succes-
sion plan that led to his son Ladi Balogun taken over as the Group Managing Director. 

• The Ibru family business dynasty under the hardworking businessman, Chief Michael Ibru fol-
lowed the same pre-planned succession planning, which made the Ibru Croup one of the success-
ful family businesses. 

• Mulligan Murray-Bruce founded and managed Dominos Stores after he retired from the United 
African Company (UAC) many years ago. The Domino Stores as a family business still endues un-
der the management of the founder’s grandchildren, while his children, the Murray-Bruce brothers 
are serial entrepreneurs playing a leading role in the Nigerian entertainment industry.

Most family businesses across countries claim to have in place succession planning, but in reality this 
is often not the case. Consequently, some successful family businesses have gone into oblivion because 
of the issue of poor succession planning enunciated above. For instance, Ugoani (2015) reported that 
one of the critical sustainability challenges facing family businesses is lack of succession planning – a 
development that has led to the collapse of promising family businesses after the demise of the founder. 
He noted that, the succession plan becomes more complicated in a polygamous family characterized by 
the unhealthy struggle to take over the leadership of family businesses. Without deliberate succession 
planning through the early involvement of family members with the right entrepreneurial traits and 
competencies, the future of family business in Nigeria is bleak. For instance, the case of Odutola Busi-
ness Empire built on the tall vision of two blood brothers: Alhaji Jimoh Odutola and Timothy Adeola 
Odutola is instructive. Both industrialists laid the foundation of commerce and industry in Nigeria, but 
on account of poor succession planning especially lack of interest in the family business by their children, 
their vast family business empire crumbled before their death. The same fate affected Ekene Dilichuku 
Transport, Henry Stephens Group with more than 20 companies; and Abiola’s conglomerates such as 
Concord Group of Newspapers, Concord Airlines, Abiola Farms, and Wonder Loaf Bakery, Abiola 
Bookshops and Radio Communications Limited (Akanazu, 2016). 

According to Proshare (2019), the 2018 Family Business Survey reported that 10% of family busi-
nesses interviewed said that they have a robust, documented and communicated succession plan, while 
77% reported that they have plans to pass on ownership and management of their businesses to the next 
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generation. The survey underscored the fact is that majority of Nigerian family businesses (77%) do not 
have appropriate structures for ensuring steady and hitch-free succession plans. 

An earlier survey in Canada by the CIBC (2005) reported that contrary to presumption that organiza-
tions have succession planning, the survey found that 10% of the Small and medium-sized enterprises 
(SMEs) have formal and well-written succession plans; another 38% have informal/unwritten succession 
plans, and the remaining 52% of the SMEs do not have succession plans. Similarly, Waruiru and Kagiri 
(2015) found that 28% of the family businesses in Kenya had succession plans, 25% indicated that suc-
cession plan is still being developed, another 23% indicated that they just commenced the succession 
planning process, while the remaining 12% replied they were not sure there are succession plans for 
their organizations. 

The implication of family businesses not having succession plans is grave; it is an indication that 
these businesses will be in crisis, if business assets change hands from present owners to their succes-
sors without a well-planned succession process. The next is to discuss the sustainability challenges of 
family businesses.

THEORETICAL FRAMEWORK

From the foregoing discourse, the contingency theory of leadership provides the theoretical underpinning 
for succession planning in family businesses. The contingency theory is predicated on the presumption 
that situation and context determine the right leadership, structure, processes, succession management 
and organization performance (Waruiru and Kagiri, 2015). Furthermore, Freeman (2015) posits that 
contingency theory explains the structure of organizations and how structure adjusts to external factors 
especially changing circumstances where uncertainty in decision‐making is imperative. When linked to 
leadership, contingency theory asserts that the most appropriate leadership style depends on situational 
contingencies. The situational contingencies that determine the choice of leadership is predicated on the 
nature of the task, the degree of certainty or uncertainty of the task and profundity of decision making 
(Lorsch, 2010). Consequently, Rothwell (2010) explained that the best structure for organizations (oth-
erwise Leader-Match Paradigm) depends largely on the extent to which the structure will meet future 
challenges in management. The Leader-Match paradigm emphasizes that under situational contingen-
cies there is a need for organizations to match leaders to appropriate situations, and that performance of 
organizations depends on how well the leadership style of managers fits the context within which they 
operate. Extant literature identifies different types of leadership succession that fit different situations/
contexts (Whatley, 2011; Michel & Kammerlander, 2015).

Five succession planning models to be discussed include (1) Relay Succession/Crown Heir Succes-
sion, (2) Non-Relay Succession (Horse Race), (3) Outside Succession, (4) Coup d’état Succession, and 
(5) Boomerang Succession (Salleh and Rahman, 2017). Brief explanations of the five typologies of 
succession planning are discussed below.

1.  Relay Succession: This is otherwise called ‘Crown Heir Succession’ in organizational leadership 
literature. It is a common pathway in leadership succession. It entails identifying a member of senior 
management as heir ahead of the actual transition. It is often practiced by organizations because it 
helps forestall the risk associated with selecting the wrong successor, and also it is preferred be-
cause it exploits maximally the successor’s industry-based experience (Salleh and Rahman, 2017). 
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Furthermore, Santorin (2004) explains that a relay succession also occurs when the founding CEO 
of an organization transfers the reign of leadership to a successor over a long period. Before the 
transfer of leadership, the founder (mentor) is presumed to have trained and groomed the successor 
(mentee) by exposing the former to all aspects of the business including corporate challenges.

2.  Non-Relay Succession: This type of succession as the name suggests is a ‘Horse Race’ competi-
tive process of getting the right candidates to take over leadership of an organization. It entails 
several phases of screening, sifting and filtering prospective candidates based on several criteria 
developed by the top management including conducting a comprehensive background check on 
the professional competencies of the candidates (Salleh and Rahman, 2017). 

3.  Outside Succession: As the name indicates, it entails hiring external candidates or outsiders to 
occupy a leadership position in the organization, possibly in the absence of capable insiders with 
the right managerial and professional competencies to occupy the leadership positions. It is often 
adopted and preferred to ensure organizational stability and has been found to produce stronger 
performance results than relay succession (Gothard and Austin, 2012; Salleh and Rahman, 2017).

4.  Coup d’état Succession: This has been described by scholars as a violent and unorganized suc-
cession. To preserve the fortunes of organizations in a period of instability, the stakeholders may 
decide to forces the succession through the process of power grab leading to the removal of the 
leadership (Salleh and Rahman, 2017).

5.  Boomerang Succession: This type of succession entails bringing back the winning horse, that is, 
bringing back a former leader with outstanding records of performance to lead the organization in 
a period of turbulence. Organizations resort to Boomerang succession planning because there are 
no capable, strong and suitable candidates to occupy the sensitive leadership position at a critical 
phase in the organizational life. The often-cited example of boomerang succession is the case of 
Apple Computer Inc., which re-hired Steve Jobs during a period of bold turnaround plan in 1997 
(Sharma and Grant, 2011; Salleh and Rahman, 2017).

The takeaway from the foregoing is that the situation and context determine the type of succession 
plans to be adopted by family businesses in their quest to transfer management and control to competent 
successors in the family.

METHODOLOGY AND APPROACH

A qualitative research method relying on desk research technique is used for this study because it is effec-
tive for exploring poorly researched and emerging phenomena in social and management research. To gain 
a deeper understanding, a review of relevant literature on family businesses, its evolution, opportunities, 
succession model and sustainability challenges were carried out. Guided by the desk research tradition, 
over 100 publications were sourced from the Goggle Scholar and internet resources, out of which a sample 
of 53 relevant publications on family businesses was selected using a purposive sampling technique. 
The sampled publications with heterogeneous findings were systematically reviewed and synthesized 
as integrated findings explaining the trends in financing programs for MSMEs in Nigeria. the extracted 
pieces of information sourced from scholarly articles and relevant internet resources on family businesses 
were synthesized and contextualized leveraging content analysis. The content analysis focuses on four 
thematic issues, namely: evolution of family businesses in Nigeria, inherent opportunities of family busi-
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nesses, succession planning of family business and sustainability challenges of the family business. This 
approach aligns with several exploratory studies and best practices in management research (Mbow, et 
al, 2012; Gulaid & Kiragu, 2012; Hedger et al, 2008; Saunders et a, 2012). The essence of desk research 
is to systematically identify, assess and record the extent to which the phenomenon being investigated 
impacted and contributed to intended outcomes; it allows researchers to record lessons learned, report 
field challenges and highlight best practices. By-and large, desk research assists researchers to gain 
insights that can be applied when conducting an empirical investigation after the exploration.

FINDINGS AND DISCUSSIONS

After a modest review of the scholarly articles in this chapter, the following contextualized evidence-
based findings emerged from the content analysis. 

Evolution of Family Businesses in Nigeria

The family businesses evolved in Nigeria at pre and post-independence periods, and they laid the foundation 
for the country’s economic development in the areas of commerce, agriculture and industry. The owners 
of family businesses in the country cut across the three major ethnic entrepreneurs, namely: Yorubas 
(Western Nigeria), Igbo (Eastern Nigeria) and Hausa-Fulani (Northern Nigeria). To these three ethnic 
entrepreneurs, presided over ownership, management and control their family businesses in a manner 
that could be described as a transition of leadership from one generation to another. 

Inherent Opportunities of Family Businesses 

Family businesses provide several opportunities for the national economy. The first opportunity is that 
they contribute to employment generation to the national economy of most countries, a fact that has made 
family businesses very relevant and indispensable. Related to that opportunity above is the opportunity 
of stimulation of indigenous entrepreneurship (through the provision of goods and services). Another 
opportunity provided by family businesses is mobilizing idle savings for production thereby contributing 
to the growth of the nation’s growth of the gross domestic product (GDP) of the local economy.

Succession Planning of the family business in Nigeria

Reviewed literature established that family businesses in Nigeria manifested three types of attitudes to-
wards succession planning. There are family businesses with formal and well-written succession plans; 
there are some with informal and unwritten succession plans, and there are others without succession 
plans. The three types of attitudes of family businesses towards succession planning are as depicted in 
Figure 1 below. 
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Moreover, it has been observed that family businesses in Nigeria mostly use relay succession plan-
ning in the process of transferring management and control of organizations to the next set of leaders. 
Contextually, the relay succession planning occurs when the founders/CEOs of family businesses transfer 
the reign of leadership, management and control to family members with the requisite qualities and com-
petencies after a systematic exposure to all aspects of the business operations. To affirm the presumption 
above with regards to a preference for relay succession planning, Table 1 provides a tabular analysis of 
some family businesses in Nigeria and their succession planning typologies.

Sustainability Challenges of Family Businesses in Nigeria

Insights from the literature indicated that the main sustainability challenge facing family businesses in-
clude inadequate or outright lack of succession planning, conflict of interest, emotional family problems 
of divorce, separations/quarrels, a parochial family vision that precludes non-family members, absence 
of mentoring, lack of strategic planning, changing economic dynamics, financial limitation/paucity of 
funds for expansion, reckless business spending, corruption, lack of professionalism/business ethics, 
founder’s fear of losing control, multiple taxations by government agencies, lack of antitrust laws and 
weak implementation of these laws to protect small family businesses, lack of advanced technologies, the 
unequal balance of power with MNCs, poor managerial knowledge, low international social networks, 
inadequate institutional support from the government and cultural determinants especially extended 
family system and inheritance laws. From the reviewed literature, the major sustainability challenging 
facing family businesses in Nigeria are depicted in Figure 2 below.

Figure 1.  
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Table 1. Some family businesses in Nigeria and type of succession planning

SN Name of Family 
Business Founder Type of Succession Planning and Sources

1 First City Monument 
Bank Otunba Subomi Balogun

Relay succession planning was adopted: Ladi Balogun, son of the 
founder, took over as the Group Managing Director (Nawaeze, 
2018)

2 Defunct Oceanic Bank 
Plc. Chief Michael Ibru Relay succession planning was adopted: His wife, Cecilia Ibru took 

over as CEO/Managing Director (McKinsey, 2012)

3 Diamond Bank Plc. Pascal Dozie
Relay succession planning was adopted: His first son, Uzoma 
Dozie took over the position of Group Managing Director and later 
emerged as CEO (Nawaeze, 2018)

4 Ibru Group of 
Companies Chief Michael Ibru

Relay succession planning was adopted: Family members, wife, 
children, and siblings; took leadership positions in all companies 
(Ekeh, 2016)

5 Dominos Stores Mulligan Murray Bruce
Relay succession planning was adopted: The stores endue under 
the management of the founder’s children and grandchildren 
(Emmanuel et. al., 2019)

6
Yinka Folawiyo 
& Sons Group of 
Companies

Late Alhaji (Dr.) Wahab, Iyanda 
Folawiyo CON

Relay succession planning was adopted: After the demise of the 
founder, the management of the Group of Companies was vested 
on founder’s son, Tijani Babatunde Folawiyo as the Managing 
Director of Group with other family members working as 
professional managers (Nawaeze, 2018)

7 Globacom Chief Michael Adenuga Snr,

Relay succession planning was adopted: The founder is the 
chairman, his first son, Paddy Adenuga Jnr., wield great influence 
as CEO at Globacom Limited, while the daughter, Mrs. Bella Disu 
was formerly an Executive Director, but is now the Executive Vice-
Chairman (Technology Times, 2019)

8 Bola Ajibola & Co/
Crescent University Prince Bola Ajibola

Relay succession planning was adopted: The management and 
control the law firm and university are under the founder and his 
children. Barrister Adesegun Mohammed Muruf Ajibola, SAN, is 
the Principal Partner of the firm after his father’s exit. The founder 
is still the Proprietor of Crescent, while the Registrar is Barrister Z. 
A. Ajibola (Bola Ajibola & Co., 2019; Crescent University, 2019)

9 Dantata Organization Alhaji Alhassan Dantata
Relay succession planning was adopted: The founder’s son, Aminu 
Dantata took over the executive leadership of Alhassan Dantata 
and Sons in 1960 (Raimi et. al., 2016b)

10 Dangote Groups Alhaji Aliko Dangote

Relay succession planning was adopted: The founder is still 
President & CEO but his children are wielding influence. 
Halima Aliko Dangote is the Executive Director of Aliko Danote 
Foundation and Dangote Industries Limited. She is also on the 
board of Dangote Group. Fatima Aliko Dangote is Director & 
Executive Director-Commercial at NASCON Allied Industries 
Plc. and a member of the board of Savannah Sugar Co Ltd., while 
Mariya Aliko-Dangote is a top manager in Dangote Group (Entsie, 
2019; Italoye, 2019)

Source: Author’s compilations from referenced materials
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DISCUSSION

The first and second findings on family businesses are consistent with the view of Ogbechie and Ane-
tor (2015a) that family businesses in Nigeria play critical roles in the economy through the creation of 
employment opportunities, maintenance of competition, stimulation of indigenous entrepreneurship, 
wealth creation, stimulation of innovations and creativity, generation of foreign exchange earnings, 
and mobilization of savings including contribution to the GDP. Family businesses in Nigeria cut across 
the three major ethnic entrepreneurs, namely: Yorubas in western Nigeria, Igbo in eastern Nigeria and 
Hausa-Fulani in northern Nigeria (Olalere, 2013; Raimi et al., 2016a). The third and fourth findings on 
succession planning of family businesses are also supported. According to Ogbechie and Anetor (2015a), 
most family-owned businesses in Nigeria do not have formal written succession plans and do not have 
formal criteria for choosing successors. The common success model is transferred from founders to 
family members because they are passionate at keeping watch over the businesses with keen interest; 
they pay attention to details and minutest matters; and unlike outsiders, family members are commit-
ted to the continued survival and sustainability of the business (Ugoani, 2015). Furthermore, Onuoha 
(2013) had earlier reported that almost 95% of family businesses in Nigeria do not have a succession 
plan. And where succession plans exist, not all the family members are aware of its existence because 
of the informality attached to succession planning by the founding owners of such businesses. Some of 
the sustainability challenges of family businesses have been reported in previous studies. Some of the 

Figure 2. Sustainability challenges of family businesses
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reported sustainability challenges of family businesses include lack of enabling macro-economic environ-
ment, competition from a multinational corporation (MNCs), poor access to funding, poor succession 
planning, inadequate entrepreneurial knowledge and competencies, weak financial management skills, 
incorporation/registration bottlenecks, bad governance system and others (Onuoha, 2013; Proshare, 2019).

CONCLUSION, IMPLICATIONS, LIMITATIONS AND RECOMMENDATIONS 

This study discusses the evolution, opportunities, succession model and sustainability challenges of formal 
and informal family businesses in Nigeria. After a critical review of the literature and other secondary 
materials. The chapter found that family businesses evolved in Nigeria at pre and post-independence 
periods, and they laid the foundation for the country’s economic development in the areas of commerce, 
agriculture and industry. Secondly, it was established that family businesses contribute to employment 
generation, stimulate indigenous entrepreneurship (through the provision of goods and services, mobi-
lize idle savings for production thereby contributing to the growth of the nation’s growth of the gross 
domestic product (GDP) of the local economy. Thirdly, family businesses in Nigeria manifested three 
types of attitudes towards succession planning, viz: (a) family businesses with formal and well-written 
succession plans; (b) those with informal and unwritten succession plans; and (c) family businesses 
without succession plans. 

With regards to succession planning, the insights from the literature indicated that family businesses 
in Nigeria mostly use relay succession in the process of transferring management and control of organi-
zations to the next set of leaders. Functionally, the founders/CEOs transfer the reign of leadership, man-
agement and control to family members with the requisite qualities and competencies after a systematic 
exposure to all aspects of the business operations. 

Some of the sustainability challenges of family businesses include lack of enabling macro-economic 
environment, competition from a multinational corporation (MNCs), poor access to funding, inadequate 
entrepreneurial knowledge and competencies, weak financial management skills, incorporation/regis-
tration bottlenecks, bad governance system, and others. The paper presents integrated findings largely 
hinged on theory and historical facts on the fortunes and misfortunes of informal and formal family 
businesses in Nigeria.

The implications of this research are diverse. From a theoretical standpoint, the chapter validates the 
contingency leadership theory as the most appropriate theory that explains the attitude, style and structure 
of family businesses in Nigeria. Specifically, relay succession planning is the most common succession 
model adopted by family businesses in Nigeria. From a managerial standpoint, the sustainability chal-
lenges facing family businesses have been critically discussed and affirmed on the strengths of several 
previous empirical studies. It is therefore instructive for the stakeholders to redress these sustainability 
challenges through the development of formal succession plan (founders/owners), modernization of 
traditional inheritance laws that favour mediocrity over merit including the formulation of succession 
planning policy by the regulatory agency to forestall the imposition of successors on family business 
where the founders died without formal succession plan (government). 

This chapter contribution suffers empirical limitation as the qualitative findings are not based on the 
empirical investigation within a given time and space. For further study, an empirical study is suggested 
to strengthen and fortify the useful insights from the chapter. Despite the above-discussed limitation, this 
chapter is unique and distinct, as it opens the space further studies on this topical issue.
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KEY TERMS AND DEFINITIONS

Boomerang Succession: This type of succession entails bringing back a former leader with outstand-
ing records of performance to lead the organization in a period of turbulence.

Coup d’état Succession: This is a violent and unorganized succession that entails forcing candidates 
to occupy leadership position in the organization in order preserve the fortunes of organisations in a 
period of instability.

Family business: This is a business entity where ownership and management including decision-
making are influenced and concentrated in one or multiple generations of a family.

Formality: This means operating based on legal contracts and explicit rules set by government and 
other supervisory agencies in charge of business.

Informality: This means operating based on traditional management system built on social relation-
ships and implicit norms.

Non-Relay Succession: This type of succession involves getting the right candidates to take over 
leadership of an organisation.

Outside Succession: This type of succession entails hiring external candidates or outsiders to oc-
cupy leadership position in the organization, possibly in the absence of capable insiders with the right 
managerial and professional competencies to occupy the leadership positions.

Relay Succession: This is a common pathway in leadership succession that entails transferring the 
reign of leadership by the founder to a successor over a long period of time.

Sustainability: This refers to the enduring continuity and long-term commitment of businesses 
while operating to meeting the needs of both the present and future generations while contributing to 
socio-economic development.
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ABSTRACT

Family businesses (FBs) are central to economies: in Portugal the impact of these structures reaches 
2/3 of the GDP, 1/2 of the labour force, and 4/5 of the firms in operation, most of them being SMEs. 
These organisations play a central role in terms of job creation, local development, knowledge transfer, 
and territorial cohesion. Innovative activities are key factors for competitive economies; yet innovation 
increases risk exposure and FBs are conservative and risk adverse, resisting change, relying on internal 
factors rather than opening to the external environment, consequently postponing innovation and thus 
pledging their future. Their embedded culture reduces innovative propensity; still, the existence loyalty 
trust and informal networks enhance individual or collective innovation processes. Using a dataset of 
110 FBs innovation and internationalization along with other structural characteristics are connected 
to their economic performance, shedding light on the determinants FB economic efficiency. Given their 
importance, made-to-measure policy schemes should be designed.

INTRODUCTION

All over the world family businesses (FBs) play a central role in entrepreneurial dynamics. Despite the 
assortment of numbers concerning the proportion of FFs in business, research repeatedly reinforces 
the worldwide dominance of this type of organisations. According to the Family Firm Institute (2015), 
these businesses are the most important job creator as well as the most significant contributor to income 
generation, sources of regional and national growth, promoting job creation and inclusion, smoothing 
adverse phases of the business cycle. Given the singularities of their organisational structures they are 
a heterogeneous amalgamation (Chua et al., 2012). 
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Since Schumpeter’s (1939 and 1942) seminal works, innovation has been considered to be the holy 
grail of firms’ long-term success being therefore accepted as a critical success factor in globalised envi-
ronments, empowering firm competition, promoting growth, and sustainable development. FBs are the 
most common form of business being considered as crucial for the economic progress and sustainability 
(Anderson and Reeb, 2003). 

Developing innovative activities is central in a competitive economy; yet innovation exposes firms to 
additional risks due to the uncertainty concerning the outcomes; FBs are often classified as risk adverse, 
with conservative managerial styles, consequently resisting change. Additionally, very often, preferring 
the reliance on internal factors rather than opening to the external environment, which tend to postpone 
innovation risking the organisation survival (Kellermanns et al., 2012).

Two major branches of research can be identified when linking innovation with FBs. The first evi-
dences that these firms have a reduced propensity to innovate due to their traditional culture; and the 
second points towards the existence of values such as loyalty trust and informal networks, which will 
raise the innovative dynamics based in both the individual or collective innovation cycles.

Relying on a dataset of 110 FBs (from a purposive survey) located in Portugal, the analysis of in-
novation and internationalisation as drivers of the firm performance were appraised, including a set of 
other controls (structural characteristics) usually connected to the firm efficiency literature. A multivari-
ate analysis was run to identify the existing connections between those variables and performance. The 
importance of innovation was highlighted along with the existence of a solid human capital stock, and 
operations in external markets. 

Despite the inexistent measurement of the differences between family and non-family firms, the 
literature evidences clear dissimilarities in terms of the innovative strategies of these organisations com-
pared to others. Ignoring these specificities in the innovation policy may constitute a hindering factor 
for the extending innovation practices in these organisations. Existent analysis seems to be insufficient 
to draw a policy package devoted to FBs and theirs singularities, so it is aimed to shed some light on 
the inter-relation among factors as understanding the effective role of innovation, internationalisation 
and human capital om FBs performance will enhance their productive potential, success and survival. 

Given the increased importance of these structures among the entrepreneurial fabric in an economic 
scenario urging for fast and sustainable recovery, designing measures to sustain and leverage their activi-
ties should grasp the attention of practitioners, the academia and policy makers. 

BACKGROUND

In most countries FBs are the foundations of economic activity at the regional, sectoral and national 
level. In Portugal FBs are responsible for the generation of almost 2/3 of the Gross Domestic Product; 
generate half of the job opportunities, and, are 4/5 of the total numbers in terms of firms in operation 
(PWC, 2016). Despite most of them being small, there are also FBs quoted on the stock market (e.g. 
Sonae, Amorim, Jerónimo Martins). Due to their singularities, these forms promote local development, 
knowledge transfer and promote local cohesion.

The fact that the country is a Moderate Innovator (European Innovation Scoreboard, 2019), generates 
increased interest on its analysis as it needs a deeper effort for innovation practices to be disseminated 
among companies in operation being a generalised practise to leverage the overall performance of firms. 
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The plenty of FBs is perhaps the underlying reason for their heterogeneity. These businesses, ac-
cording to the literature, present three peculiarities driving them away from other organisations: high 
management control, undisclosed wealth, non-financial achievements (de Massis, Frattini, and Lich-
tenthaler, 2013). Their contributions to the income generation are multidimensional as in one hand they 
are natural sources of income generation and value added, they create jobs for their entrepreneurs and 
for others, they promote and sustain technoogical takeoffs, they promote knowledge transfer and due to 
managerial styles, they promote proximity and empowerment of the human capital (Kraiczy, N., 2013). 

All firms, and FBs are not exception, need to generate virtuous cycles of innovation, which will 
be retro feed, continuously improving its performance, the existence of new innovative activities will 
boost efficiency levels, employee productivity, cost reduction and therefore firm competitive advantages 
(Geroski et al., 1993); as a consequence innovative firms are expected to build advantages compared to 
their non-innovative counterparts. However, structural characteristics such as the sector may speed up 
or deter innovation achievements (Acs and Audretsch, 1987). 

The present chapter will address the role of innovative strategies along with internationalisation in 
the economic performance of FBs, this phenomenon is somehow overlooked in the literature as in in-
novation studies the capital ownership dimension has not been separated from others. The objective is to 
appraise how far innovation can be a determinant of the firm success controlling for the other structural 
characteristics. The objective is twofold: promote the debate in terms of the desirability of innovation 
in managerial terms, and, reinforce the importance of disseminating innovation as a vector of policy 
support for this type of organisations.

This debate has more importance as it aim at producing clarification evidence in the context of a 
moderate innovator, as the literature is ambiguous. In one hand the arguments state that FBs are less 
prone to innovate given their governance, based on tradition and rigid cultural norms, and immutable 
values (de Clercq and Belausteguigoitia, 2015; de Massis, et al., 2016)), or more dynamic as they are 
more flexible, given the fact they belong to informal networks and establish proximity links which will 
enhance formal and informal knowledge transmission, reinforcing the innovation cycle (de Massis et 
al., 2013). The empirical evidence provided by the econometric estimation reinforces the importance of 
both innovation and internationalisation as enhancers of firm economic performance, and consequently, 
policy markers should take into consideration feeding the innovation strategies of these organisations.

This chapter provides an empirical analysis of a purposeful sample containing 110 firms which 
belong to different economic sectors (from the industrial sector mostly), therefore evidencing different 
technological intensities (according to the R&D expenditures and the SIC Codes) and dimensions. In 
order to appraise economic efficiency, the dependent variable was calculated considering Gross value 
added (GVA), divided by the total workforce, which leads to the GVA per worker ratio. By means of 
implementing this procedure, it is empirically proved that firms with better innovative performances or 
active internationalisation strategies are more economically efficient than their non-innovative or closed 
counterparts. Results also evidence the link of the economic performance to these vectors rather than 
conventional structural characteristics such as size, human capital or technological intensity.

Given the extant identification of the determinants of the economic efficiency, policy recommenda-
tions can be made, as all factors operating as barriers into these two dimensions should be removed to 
incentive profitability and as a consequence success and survival. Additionally, given the importance 
of these firms in number and turnover, along with their heterogeneity it is important to detail the in-
novation and export enhancers and design some fine tuning policy packages to meet those singularities 
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and enhance the probability of these organisations to open their governance towards innovation and 
internationalisation.

The remainder of the chapter is organised as follows: section 2 presents the theoretical background of 
FBs innovation and internationalisation strategies, along with other structural traits. Section 3 presents 
the database, the methodology and the econometric model. In section 4 discusses the results from the 
econometric estimation; finally section 5 concludes and draws a policy package. 

THEORETICAL BACKGROUND

The literature classifies FBs as the most heterogeneous, complex and challenging sectors to analyse 
both theoretical and empirically. This taxonomy includes all kinds of activities in terms of technologi-
cal intensity, and all kinds of sectors. It also includes all firm dimensions from small to large firms, 
from regional to multinational markets in operation. Innovation is an underlying growth factor and as 
a consequence as expected enhancer of economic performance in FBs (Nieto et al. 2015; de Massis et 
al. 2015, Masouras, 2019). More than simply raising the short term economic performance innovation 
reinforces profitability, creating competitive advantages from competitors (de Massis et al., 2016). As a 
consequence and if the firm is able to feed the innovation cycle, it will reinforce its long term performance 
(Kellermanns et al., 2012). Academics have appraised the foundations of FBs innovation and enhanced 
several connections to the individuals, to the firms, and the environment. Notwithstanding, these factors 
are commonly addressed in a ceteris paribus analysis, still empirically, these factors are interconnected.

Family Business Definition

Portrayed as heterogeneous organisations, FBs are connected to stewardship and tradition, with im-
mutable values and are unlikely to change established procedures (Werner et al., 2018). As innovation 
plays a central role in long-term success of firms, further comprehension of their innovative strategy is 
mandatory. Reinforced by its positive effect on firm survival, innovation is core for overpassing genera-
tions (Kim et al., 2008). 

FBs are the most common business structure, being as a consequence considered essential for economic 
growth and sustainability (Anderson and Reeb, 2003). Even though, no universal definition of can be found 
in the literature (Miller, 2006, Siebels and Aufseß, 2012). Depicted as traditional organisations, FBs are 
difficult to change; hence, some of them are the most innovative firms worldwide due to their resilience. 
In general, innovation is extremely puzzling for these organizations due to their reliance on traditions 
and the concentration of the decision making process on the founder (Miller and Breton-Miller, 2014).

Despite the multiplicity of proposals, 2 definitions offer consensus among the academic community: 
the first relies on components-of-involvement approach classifying FBs according to the percentage of 
shares held by family members (Siebels and Aufseß, 2012); Chua et al. (2012) classify the firm as FB if 
the family owns most of the equity, it is noteworthy that presently in Europe, a firm is classified as FB 
if 25% or more of its shares are owned by the family. Additionally, they are wielded by family manage-
ment, and some of the family members have positions in the company (Miller and Le Breton-Miller, 
2014). The other classification relies on the essence approach model, demanding daily involvement in 
day-to-day operations, (Eddleston et al., 2012). As a consequence, a business can be considered FB if 
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the family is involved in managerial decisions and discusses implementation of the firm strategy having 
daily involvement in activities and emotional attachment (Chua et al., 1999). 

As authors draw upon the different conceptual frameworks, the empirical results may diverge (Chua 
et al., 2012). Frequently the accepted definition states that FBs are those firms in which equity is owned 
by the family whose members control the strategic and managerial decisions in a continuous perspective, 
playing active roles in operations and management. In practice, and based on the quantitative aspect, 
it is a firm as family in which the majority of equity owned by the family (Kontinen and Ojala, 2010; 
Swoboda and Olejnik, 2013; Piva et al., 2013).

Innovation in FBs

The discussion of the innovative strategies of family firms grasped the attention of researchers and policy 
makers, being quite curious that the empirical results are mismatched, and findings go in different di-
rections. Still, successful firms, either FBs or not, are normally involved in innovative activities which 
improve their performance concerning cost reduction and the achievement of advantages compared to 
the competitors. Sectoral and firm characteristics are identified as determinants to generate tangible and 
intangible innovation (Acs and Audretsch 1987, 1988).

Leading countries have an entrepreneurial fabric which pursues innovation, yet innovation exposes 
firms to supplementary risks. In the innovation process, failure can be inevitable as the outcome of in-
novation projects is uncertain, thus risky. Internal or external investors are not sympathetic with risky 
activities, and, in some cases there is lack of external finance to support innovation, or it exists at a high 
cost. In other cases, it relies on internal finance. Consequently, the prize to be paid to investors must be 
higher independent on relying on internal or external sources (Hajivassiliou, and Savingnac, 2008). Very 
often, FBs are labelled as highly conservative, consequently less attracted to innovation, but neglecting 
the innovation may condemn FBs to failure (Canepa and Stoneman, 2002). 

When launching innovation activities and despite the existence of forecasts, firms do not know if the 
project will succeed, how extensive will be the gain, and if hindering factors are about to emerge. When 
investment plans include innovative activities they are frequently unattractive to external investors due 
to moral hazard problems. Information asymmetries will disincentive venture capital due to the lack of 
warrantees, and frequently, intangible assets do not work as collaterals (Costa et al., 2018). As a conse-
quence FBs may doubt on the desirability of innovation as they need to rely on internal finance which is 
naturally scant and in doing so they are exposing the organisation to increased risks (Claver, et al., 2008). 

Academics are divided in what concerns the ownership effect in innovation (Anderson and Reeb, 
2003). In some cases family values reinforce innovation culture (e.g. Kim et al., 2008; Llach and Nor-
dqvist, 2010) in other cases, due to tradition, conservativeness and embeddedness, innovation is not 
accepted (e.g. Munari et al. 2010; Block, 2012). It is acceptable that the existing heterogeneity of FBs 
will produce a multiplicity of strategies concerning their innovation processes. 

The success in the innovative projects is influenced by a multiplicity of factors such as: firm cul-
ture, experience in the field, managerial and operational skills connected to R&D, the validity of the 
innovation project, coherence of the project with the existent endowments of human capital and other 
factors, organisational flows, pricing strategies and market opportunity (van der Panne et al., 2003). 
Being normally associated with flexibility, plasticity and ability to reinvent the organisation, FBs may 
be more able to boost success. 
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It is certain that some firms may survive or even grow with no innovation due to product or context 
characteristics, indeed, not all sectors rely upon innovation, as a consequence, some FBs may opt not 
to innovate behaving as followers, simply imitating their competitors (Munari et al., 2010). However, 
the decision process of whether or not innovate must be free and conscientious and not constrained by 
hindering factors. In general, innovation is desirable, and as a consequence public policies should be 
encouraging innovative attitudes, providing FBs the accurate instruments in their innovation strategies 
allowing them to implement new ideas, to consolidate their position in the market.

Providing a detailed analysis of innovation inside these particular business structures is of central 
importance to policy makers given the number and importance of these organisations inside the industrial 
fabric of the country. FBs must be supported by the public policy given their importance in job market 
stabilisation, and smoothing the adversity of recessions. In the present context, in which very few is 
known about how long will it take for the economic rebirth, FBs will be central in the support of local 
communities, in the establishment of proximity ties and generate new economic dynamics

Internationalisation in FBs 

Opening the operation to other markets may help firms in general; and FBs in particular in their long term 
success. Internationalisation provides the firm the opportunity to expand to new markets, and exploiting 
of economies of scale along with the access to diversified tangible and intangible assets, new consumers 
and preferences. Internationalization is a multidimensional process of cross-border flows and activities, 
this strategy can be classified as a growth strategy for companies. Therefore pursuing this action will 
lead to enlarged market opportunities, scale effects among others (Piva et al., 2013).

In an already globalised market, firms only have to decide if their internationalisation will be active 
or passive, if they are about to be movers or recipients. Actively taking part in the process requires flex-
ibility and ability to observe and adapt as organisations need to meet the standards of the new markets 
either on the demand or the supply side. The process is hard and requires preparation nevertheless; the 
involvement, commitment and resilience of family members will soften the barriers; besides due to their 
commitment to stewardship and longevity, the likelihood of success will increase (Gallo and Sveen, 1991).

The presence in multiple markets, including the international reinforces economic performance, 
given the micro and macroeconomic advantages inherent to scalability and exposure to different business 
cycles (Kontinen and Ojala, 2010; Hagemejer and Kolasa, 2011; Swoboda and Olejnik, 2013; Piva et 
al., 2013). As a consequence, internationalisation process reinforces competitiveness despite requiring 
adaptive skills inside the organisational structure. Being emerged in multiple markets raises direct and 
indirect competition; as both internally and internationally the firm is pushed towards the constant seek 
for improvement and efficiency being otherwise stifled by worldwide competitors (Kafouros et al., 2008).

When fearing identity loss and control somehow inherent to this process, FBs may feel uncomfortable 
within internationalisation; nonetheless, identity preservation determines the success of this operation. 
Being unwilling to approach the new markets and build networked establishments will jeopardise the 
success of the operation (Gomez-Mejia et al., 2011; Pukall and Calabrò, 2014). It is therefore desirable 
that FBs bear in mind their values and tradition. Part of their unique identity to solidly approach the new 
markets consequently raising their probability to internationaly succeed. 

Organisations which opt for closing their structures and focusing on a single market structure may 
lose competitiveness due to, in one hand, the obsolescence of their products concerning the dynamics 
of consumers’ preferences, and on the other the presence of foreign alternatives on the domestic market 
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(Gallo, M. and Sveen, J., 1991; Pukall and Calabrò, 2014). As at present firms operate in unstable envi-
ronments facing global threats and globalised competition standards, with shrinking product lifecycles 
and changing consumer preferences scaling production and minimising the risks connected to depen-
dencies will reinforce performance.

Other Structural Characteristics

It is widely accepted that, at the macroeconomic level, education promotes growth (Ganotakis, 2012). 
When moving to the microeconomic domain, it is also proved a positive connection between human 
capital intensity and firm survival (e.g. Collier et al., 2011; Herstad et al. 2013). Innovation success 
depends on the endowments of resources such as human capital, technological accumulation, efficiency 
in the innovation process, the recognition of usability of external knowledge flows, its assimilation and 
internal transformation into commercial use (Cohen et al, 1990; Dosi, 1988; Lall, 1992). 

Introducing new products and processes will boost the short run and long run productive potential, 
influencing performance in different dimensions (Lööf and Heshmati, 2006). Experience, and heritage 
enables the accumulation of learning-by-doing and learning-by-failing effects, as former success raises 
firm’s R&D efficiency, and the second reinforces weaknesses and avoids the duplication of errors 
(Maidique and Zirger, 1985; Zirger, 1997 García-Vega and López, 2010). 

Highly skilled human capital endowments will reinforce the ability to generate innovations as these 
staff members have an increased absorptive capacity which permits the utilisation of external knowledge 
flows in favour of the internal processes along with shared knowledge and simpler communication about 
innovation projects. Human resources by putting their skills at the service of the firm will allow a bifur-
cated innovation strategy: innovator or adopter. Due to their skills they will work as problem solvers in a 
daily basis, with intrapreneurial competences (Asonitou, S and Kavoura, A, 2019), raising the efficiency 
and timing of the innovation cycles. The availability of a higher quantity of educated workers will raise 
the productivity levels, internationalisation and innovation propensity and indirectly the propensity of 
the new products to be implemented and sold on the market which means that, human capital boosts 
economic performance (Asplund and Sandin, 1999).

The multiplicity of competences among the staff rises to propensity succeed of the manager (West 
and Noel, 2009), yet the success of R&D projects is strongly tied on the managers’ competences (Chen et 
al., 2012). The formal education of person in charge is a good proxy for its vision and decision capacities 
(Sluis et al., 2008). Accordingly, skilled managers will make better decisions, consequently improving 
the performance of the firm. Managers must have multiple skills to grasp and increased ability to face 
the daily challenges and become efficient problem solvers (Koellinger, 2008).

When combining managerial skills with educated staff, firms will have an enhanced propensity to 
develop innovation related activities and absorb the existing knowledge reinforcing firm performance 
in multiple dimensions (Marrocu and Paci, 2012). Educated multidisciplinary stocks of human capital 
combined with accurate managerial skills will consolidate firm performance.

By nature, innovative activities are riskier than others; nevertheless they have high payoffs, despite the 
failure probability. Inside FBs due to the existence of strong values such as tradition and loyalty, along 
with family involvement, and commitment to survival, actions will be taken to accommodate market 
changeovers (van der Panne et al., 2003; Claver, et al., 2008).

According to the literature, on average, FBs present lower R&D levels when compared to other non-
family firms with similar characteristics (Artz, et al., 2010), still it is not straightforward that they are 
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less innovative, perhaps due to their specific characteristics, such as being more engaged with informal 
networks and knowledge flows along with multitasking, they are more efficient in innovation (Duran 
et al., 2016). R&D intensity and innovative output correlation is moderated by factors such as regional 
knowledge spillovers, demand-pull effects or differences in technological opportunity (Maidique and 
Zirger, 1985; Zirger, 1997 García-Vega and López, 2010). However, the effect is non-linear (Chen et 
al., 2012). 

FBs operating in technological intensive sectors tend to be more dynamic, and more prone to develop 
innovation and internationalisation processes, as they present increased dynamism and possess the hu-
man capital stock to absorb the knowledge externalities which combined with the internal synergies will 
boost efficiency (Piva et al.,2013). 

Firms with few years of activity and with few workers and the consequent exiguity in the stock of 
human capital that opt for pursuing innovation and internationalisation strategies, which are, by nature 
risky, may put themselves in danger, potentially facing severe financial constraints (Hadjimanolis, 1999). 
On the other side, larger firms may have alternative sources of finance, combined with an internal ca-
pability to take risks, being more capable to exploit new ideas, and to diffuse in the scale of production 

Table 1. Innovative strategies

Number of 
firms TOTAL

Innovation Types Innovative activities

Product Innovation

Single
n 2

69
% 1,82%

Combined 
n 67

% 60,90%

Process Innovation

Single
n 3

68
% 0,27%

Combined
n 65

% 59,09%

Technological Innovation

Single
n 5

61
% 4,55%

Combined
n 56

% 50,91%

Organisational Innovation

Single
n 4

71
% 3,64%

Combined 
n 67

% 60,90%

Marketing Innovation

Single
n 3

68
% 2,73%

Combined 
n 65

% 59,09%
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the sunk costs associated with innovation and internationalisation. Large organisations naturally have a 
higher endowment of workers with multiplicity of skills and are more prone to benefit from economies 
of scale; in a virtuous cycle, success will breed success and they will become more interested in innova-
tion along with market expansion as it represents, for them a lower risk (Piva et al, 2013). The potential 
success of these endeavours is higher as the value of the stock of human capital is higher due to diversity 
(Giovannetti et al, 2013) moreover, the dimension of the organogram allow for concentrating in specific 
tasks rather than being compelled to multi task, which reinforces learning effects. Naturally, focusing on 
tasks will raise productivity due to repetition, which at the aggregate level boosts overall performance 
(Broekaert et al., 2016). Some hope is put on the flexibility effect over innovation, which is found very 
often in small FBs (Freel, 2000). 

Understanding the enhancers of the economic performance of FBs is central as older literature has 
focused on the link between endowments of resources and performance, hence, more recent debates have 
emphasised the role of governance. As FBs have singularities in their governance (Siebels and Aufseß, 
2012), which differ from other organisational structures. Analysis of the factors affecting economic 
performance of FBs can be divided into three branches: the first, tying performance to managerial com-
petences relying on explicit and tacit competences. The second correlates economic performance with 
firm characteristics; and the third connecting firms’ economic performance with the business environ-
ment. Here, the empirical relies on a combination among them, being closer to the second.

DATABASE AND EXPLORATORY RESULTS

Database 

Empirical analysis will be performed based on a purposeful survey sent to Portuguese Family Businesses1 
included in the AICEP2 database. The database includes firms operating in different economic sectors, 
with different dimensions sizes, belonging to heterogeneous technological regimes, and singular innovative 
and internationalisation strategies and other structural characteristics. The respondent sample includes 
110 FBs operating in Portugal. Respondent firms provided information about structural characteristics, 
economic performance among other variables. Data will be statistically threated to highlight the role of 
innovation and internationalisation in the economic performance of FBs.

The following section provides a general overview of the respondent sample to appraise its com-
position concerning the structural characteristics in analysis. The database encompasses information 
concerning economic performance, innovation and internationalisation strategies, combined with a set 
of firm structural characteristics (firm size, SIC code, economic sector, technological intensity, educa-
tion intensity, R&D intensity). This set of variables will be of use in a twofold appraisal: exploratory 
analysis and econometric estimations.

Exploratory Results 

Concerning the variables in use to build the regression equation that is further explored in the econo-
metric models, this section provides some exploratory results to characterise the 110 respondents in 
respect to their characteristics. 
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Size

The respondent sample includes mostly firms classified as being small; meaning that nearly three quarters 
of the respondents have a staff with less than 50 workers. The other quarter encompasses medium sized 
firms (ranging from 50 to 249 workers). No large firms are included on the sample. The distribution is to 
some extent similar to the Portuguese industrial fabric as most of the firms are small and medium sized.

Economic Sector

The sample covers firms from the primary to the tertiary sector, as there are FBs operating in all kinds 
of activities. Nonetheless, manufacturing firms are the most important branch of activity, which is bond-
ing to the research topic, as innovation and internationalisation strategies are more often studied in this 
sector. In that vein, firms with Industrial SIC Codes represent 48% of the sample.

Manager Skills

Concerning the relevant skills of the manager, the literature has identified two major competences enhanc-
ing the innovative and internationalisation strategy: undergraduate in either engineering or economics. 
Results evidence half of the managers having an undergraduate in either engineering or economics. 

Figure 1. Firms per size

Figure 2. Firms per Economic sector
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Having this achievement proves that Portuguese FBs tend to have professional and qualified manag-
ers. Frequently the literature presents the lack of skills in the managerial structure as the explanation for 
poor organisational performance and aversion to innovate or internationalise. 

Technological Intensity

The respondent sample was segmented according to the classification proposed by Tidd et al., (2005)3, 
as a consequence, the respondent sample was divided into five categories from the less intensive in 
technology to the most intensive in technology. 

As a consequence, nearly 15% of the firms are included in low tech sectors (category 1); half of the 
sample operates in mid tech sectors (categories 2 and 3) and, the remaining sample 35% operates in 
high tech sectors. 

R&D Intensity

From the 110 respondents, only 43 did mention the existence of R&D expenditures, which is the same 
to say that 67 of them do not devote any kind of resource to innovation. Almost 60% of those making 
R&D expenditures devote 1-3% of the total turnover and the other 40% from 4-5% or 6-100% in equal 
proportions. This result deserves further analysis as it is of interest to understand the underlying reasons 
of this odd distribution. 

Figure 3. Managers with and undergraduate in either engineering or economics

Figure 4. Distribution according to technological intensity
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Skill Intensity

The literature strongly highlights the importance of the education levels of the staff. Organisations will 
raise efficiency and productivity when including members with formal education which helps them in 
their current tasks. Skilled workers are more able to absorb knowledge regardless its source and solve 
problems. The human component inside organisations is determinant for success, moreover when the 
aim is innovation. 

Firms from the respondent sample are distributed as follows: 5% of the firms do not have any under-
graduate in the staff; 60% have up to 25% of their workers with an undergraduate; and 6% of the firms 
had an entire staff with an undergraduate or more. Higher endowments of human capital inside FBs 
improve the ability to perform in different domains thus raising overall efficiency.

Export Intensity

As previously mentioned, internationalisation plays a central role in firm’s efficiency due to spreading 
in operation risk. In the present analysis, internationalisation is proxied throughout export intensity 
(proportion of sales abroad to total sales). 

The sample has an important proportion of FBs operating in foreign markets: one fifth of the firms 
sell their entire production abroad and 47% sell more than 25% of their products to foreign consumers. 
This is a solid proof of market dynamism, reinforcing the efforts to promote efficiency in a multimarket 
perspective. 

Figure 5. Distribution according to R&D intensity

Figure 6. Distribution per skill intensity
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Productivity Per Worker

In terms of the proxy in use for productivity, the study relies on the yearly GVA per worker (in euros). 
This variable presents heterogeneous outcomes, the distribution ranges from up to 1.000€, to more than 
50.001€ per worker. The most frequent achievement (53firms) relies on the interval from 10.001 to 30.000€. 

ECONOMETRIC RESULTS

Based on the theoretical arguments previously presented, this section will bring the estimation results. 
Summarising the previous debate, two hypotheses emerge from the literature. These empirical findings 
will be subsequently discussed. 

Figure 7. Firm export intensity

Figure 8. Firms per productivity level
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Model Specification 

FBs economic efficiency will be appraised here by means of a multivariate regression. In doing so, its 
determinants will be identified in a ceteris paribus analysis. Models 1 and 2 will include explanatory 
variables relating to the hypotheses in analysis (innovation and internationalisation) added to five other 
controls relating to firm structural characteristics. Including controls is of major importance to avoid 
estimation biasedness caused by the omission of relevant variables, not directly linked to the research 
questions; dropping those controls will lead to the overestimation of the coefficients related to innova-
tion and internationalisation. 

Variables in Use

As previously mentioned, the dependent variable in economic performance, here it is proxied by the 
Gross Value Added per Worker, being continuous. To smooth the analysis, the logarithm of the gross 
value added per worker (euros per year) was considered. 

To examine the determinants of economic performance at the firm level two explanatory variables 
were included: Export_Intensity, (proportion of Exports in the total revenue of the FB) and innovative 
performance (Innovation) throughout a count variable, ranging values from 0 to 4 depending on the 
number of innovation types performed by the firm (product, process, marketing, organisational).

The controls cover FBs structural characteristics including: technological intensity assessment in a 
twofold way: (Technological_Intensity), an increasing multinomial scale, from 1 to 5, according to the 
Tidd’s taxonomy and (R&D_Intensity), ratio of R&D expenditures compared to total revenue. Then 
(Managerial_Skills), a binary variable taking the value 1 if the manager has an undergraduate in either 
engineering or economics; and Human Capital_Intensity, being the proportion of employees with at 
least an undergraduate degree over the total workforce and finally firm dimension (Size), which is the 
logarithm of the total workers. 

Econometric Estimations

A multivariate model was used to assess the determinants of economic performance of FBs. Most of the 
variables are positively correlated with a moderate degree of significance. The economic performance 
of the firms will be approached by the explanatory variables and the structural characteristics. 

Two alternative models were run (Model 1 and Model 2): the first addresses innovation and inter-
nationalisation strategies in separate, and the second include a linear combination of both to address 
eventual complementarities concerning the strategies. In both of the cases, the sample comprises 110 
firms and models appear as statistically significant at the global level, and the Rsquared of approximately 
model 1 is 19,3%.

Table 2. Hypothesis in test

Hypothesis Description Results

[H1] Economic efficiency is positively influenced by the existence of innovative activities Supported

[H2] Economic efficiency is positively influenced by internationalisation Supported 
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Whether or not to pursuit an innovative strategy is a firm strategical option, connected to a global 
entrepreneurial behaviour determinant of the firm present and determines the firm future. This means 
that it is part of the explanatory variables to long term success. FBs adoption innovative strategies in-
dependent of the innovation type are, accordingly to the literature more prone to present higher levels 
of economic efficiency. The relevance of innovation in FBs is assessed in the Next Generation fam-
ily business (Deloitte University EMEA CVBA, 2017), and the majority of respondents reinforce the 
inclusion of innovation in their firm culture and mission statement. In model 1, innovation appears as 
statistically significant. 

The persistent pursuit of innovation projects will reinforce the existence of comparative advantages 
and generate differentiation from the competitors. Innovators are able to operate from a monopolist 
position, and will improve their market share along with the profitability (Roberts, 1999).

Empirical evidence provided by Kim et al., (2008) and Llach and Nordqvist, (2010) and Werner et 
al. (2018) reinforce the increased propensity of FBs to be innovative, due to their organisational values, 
relying on the existence of formal and informal knowledge transfers supported by loyalty relationships, 
raising the efficiency levels and helping them surviving the long run. According to Model 1, each unitary 
increase in the collection of innovation types raises productivity by 26,6%, ceteris paribus. These results 
go along with the literature (Hua and Wemmerlöv, 2006; Artz et al., 2010 and Li et al., 2010) despite the 
difference in terms of the proxy in use. As a consequence, our hypothesis is supported by the evidence; 
moreover, the magnitude of the effect deserves the attention of practitioners and policy makers.

In what concerns export intensity, the empirical results reinforce the evidence from the literature; 
there is a positive effect of the export intensity in economic performance. A unitary change in export 
intensity, rises the GVA per worker by 166,7%. On average, the higher the export intensity, the higher 
the productivity levels. Again this result goes along with the evidence from previous works such Piva 
et al, (2013).

Moreover, according to Giovanetti et al. (2013) inputs to innovation are directly connected to the 
propensity to export, thus producing a double effect on efficiency. To address this finding Model 2 was 
run, to understand the eventual existence of these complementarities, notwithstanding, in our sample 
this combined effect fails to be statistically significant. In the respondent sample, innovation and inter-
nationalisation, when operated together fail to influence the economic efficiency. 

Regarding R&D and technological intensity, no significant effect is found in the dependent variable. 
This result contradicts extant literature, as according to Artz et al. (2010) and Giovanetti et al. (2013) 
these variables improve the economic performance, as firms investing in R&D may benefit from increas-
ing returns to scale, leveraging efficiency. Albeit, to Broekaert et al., (2016) FBs are less prone to make 
R&D expenditures compared to their non-family counterparts. Investments in R&D can be considered as 
an input to innovation, which combined with the technological regime, the availability of human capital 
and the managerial competences will boost economic performance throughout innovation success.

Managerial skills also fail to be statistically significant in our model. The effect of the CEO’s un-
dergraduate in Engineering or Economics does not affect the productivity levels. In the present case, 
education intensity of the manger does not affect performance. 

Vis-à-vis human capital intensity, the effect is statistically significant; still it contradicts our previ-
ous epectation that the increase in the proportion of workers with an undergraduate should rise the 
GVA_per_worker. In model 2, this coefficient is also statistically significant and negative. This result 
is hardly explainable, even though, it may be linked to other structural characteristics or even the in-
novation strategy. 

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



221

Performance Determinants in Family Business
 

Relating to size, firms, independent of the capital ownership want to grow and succeed; nevertheless, 
size may generate handicaps mostly in what connected to efficiency and innovation based on the need 
for fast exploitation of market opportunities. Large firms are often slower and less plastic in their deci-
sion making processes, and that may hinder innovation and internationalisation, but for certain will have 
effects on economic efficiency. Small sized firms may accommodate market turbulence faster. However, 
they lack the financial and human resources to adopt innovation and internationalisation. In the present 
estimation, the elasticity of economic efficiency with respect to size fails to be statistically significant. 
So, despite the previous belief, dimension fails to affect firms’ economic performance.

CONCLUSION AND POLICY PACKAGE

With the present chapter authors aimed at empirically address productivity determinants in FBs, the 
emphasis was put on the role of innovation and internationalisation as enhancers of this performance. The 
empirical analysis encompasses a purposeful database of firms operating in the context of a moderate 
innovator, Portugal. The analysis of these organisations in this environment is of particular interest as 
most of the evidence is connected to innovation leaders, additionally, these organisations are the backbone 
of the Portuguese economy and mirror most of the entrepreneurial initiative; understanding their singu-
larities will help policy makers in understanding the most important source of income and job creation.

FBs evidence the dynamism of the individual and collective entrepreneurial initiative, and their 
existence is more than ever determinant to the achievement of sustainability, avoid severe bumps over 
downturns in terms of job erosion and social exclusion. Regional cohesion is strongly connected by these 
firms due to the proximity effect they have in communities and staff, throughout informal networks. 
Given the classification of Portugal as a moderate innovator (EIS, 2019), expectably FBs will evidence 
a weak performance in terms of innovation and internationalisation despite the importance of these 
factors to firm success.

Firm dimension should positively affect innovative performance; empirical results do not sustain this 
theoretical proposal. Finding firm size irrelevant is important to rethink preconceived policy actions which 
positively discriminate large firms. So, they should not be the primary beneficiaries of public funds by 

Table 3. Estimation results

Dependent variable: Productivity (gross value added per worker (ln))

Variable Description Estimate SE T-Statistic P-value Estimate SE T-Statistic P-value

Innovation Innovation types 0,266 0,144 1,854 0,067

Export_Intensity Exports to sales 1,667 0,580 2,875 0,005

Innov X Exp_Int Combined strategy 0,326 0,196 1,661 0,100

Technological_Int Sectoral intensity -0,076 0,179 -0,423 0,673 -0,080 0,184 -0,435 0,665

Managerial_Skills Education of Managers 0,385 0,440 0,876 0,383 0,398 0,461 0,863 0,390

R&D_ Intensity R&D to sales 5,810 5,539 1,049 0,297 7,626 5,570 1,369 0,174

HC_Intensity Proportion of 
undergraduates -1,473 0,824 -1,788 0,077 -1,804 0,804 -2,245 0,027

Size Workers (ln) 0,102 0,198 0,512 0,610 0,003 0,005 0,623 0,534

constant 8,247 0,977 8,437 0,000 9,474 0,681 13,906 0,000

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



222

Performance Determinants in Family Business
 

means of subsidisation. This result is particularly interesting as policy makers argue in favour of these 
organisations and the collective benefit they generate, granting them fiscal benefits or subsidies due to 
their importance as innovation engines and vast job creators. It seems more efficient to encompass in 
the policy guidelines mandatory connections with the local community reinforcing the ties inside the 
ecosystem, cohesive territories support their citizens and prevent exclusion. In the present scenario, in 
which the future is an open question with uncertain answer, local communities are the epicentre of fast 
and sustainable recoveries.

Additionally, the irrelevance of technological intensity also deserves further analysis, as very often 
it works as a criterion to benefit from grants. In this vein, the recommendation is to support efficient 
firms rather than sectors of clusters regardless of their practices.

Inputs to innovation such as R&D expenditures fail to affect FBs performance; again preconceived 
ideas that work as guidelines for conventional policy making seem to be inaccurate. Perhaps due to 
their exiguous structure, firms in the sample need to find alternatives to boost productive potential due 
to potential difficulties in financing innovation. Once more, Governants should consider this result as 
a warning and approach Universities, Government Labs and Public institutes to this industrial fabric 
to help overcoming drawbacks, substituting internal sources of knowledge for external consequently 
generating open innovation spells.

The existence of a skilled labour force should raise the effectiveness of the innovative activities as 
well as the economic performance, but, in this case, is the opposite. This result potentially supports the 
trade-off between increased productivity and wage differentials. FBs not hiring qualified personnel will 
become more vulnerable to innovation and internationalisation failure. Again, policy actions should 
reinforce the role of the Academia as a supplier of undergraduates which are vehicles of knowledge 
transfer, whose capabilities should become valuable assets for FBs. 

Policy packages must consider innovation as an engine of growth inside FBs, and diversity and 
multidimensional strategies continuously reinforce firm performance. In this vein, incentives to develop 
innovative strategies simultaneously including different innovation types are more efficient than singular 
strategies.

Given that internationalisation was proved to leverage efficiency, reinforcing the presence in foreign 
markets will push FBs to a highly competitive layer. FBs lacking some competences may fear internal 
constraints in both internationalisation and innovation strategy implementation aborting or postpon-
ing valuable projects, thus minimising risks. Once again, policy actions should mitigate this problem 
promoting the establishment of solid connections with the Academia and other firms, reinforcing the 
generation of common synergies.

Further analysis is required in terms of the theoretical complementarity of innovation and interna-
tionalisation. Future avenues of research need to deeply understand if there is bi-univocal connection 
between them, or if they are independent. Additionally, causality analysis should be performed, impos-
sible to run in cross sectional samples such as the present, in doing so potential self-selection doubts in 
terms of economic efficiency will vanish.

Helix4 reliance may be the cornerstone to overall improvement of FBs performance. Bearing in 
mind the recent health5 problems with unprecedented economic consequences, concentrating on FBs to 
promote a sustainable and fast recovery is central. Policy actions should meet the specificities of these 
organisations and promote a model in which the economics of sharing solves most of the hinderers to 
FBs economic performance. 
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An inclusive multi-level policy strategy should be designed promoting local development, and FBs 
are in the foundations of inclusive communities. The future brings enormous challenges and trust must be 
reinforced to rebuild the economies and the entrepreneurial ecosystems; and it seems that the proximity 
structures are more engaging to individuals. 
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ENDNOTES

1  An enlarged treatment of this data with diverse focus was made in a FEUP thesis from Pedro 
Oliveira (2011).

2  Agência para o Investimento e Comércio Externo de Portugal, E.P.E.
3  The taxonomy adopted follows Tidd, J., Bessant, J. and Pavitt, K. 2005. Managing innovation: 

Integrating technological, market and organizational change, 3rd edition. John Wiley & Sons.
4  Framework firstly proposed by Etzkowitz and Leydesdorff in the article:The dynamics of innova-

tion: from National Systems and ‘‘Mode 2’’ to a Triple Helix of university–industry–government 
relations, with further developments to the Quadruple and the Quintuple.

5  In March 2020 the World was devastated by a pandemic crisis caused by a Corona Virus called 
COVID19.

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



228

Copyright © 2020, IGI Global. Copying or distributing in print or electronic forms without written permission of IGI Global is prohibited.

Chapter  13

DOI: 10.4018/978-1-7998-3648-3.ch013

ABSTRACT

The local authorities’ incubator for social enterprises should be supporting the connection of local 
companies that apply CSR with social enterprises that are trying to succeed social value. The research 
in this chapter relied on a systematic literature review. After reviewing the literature, a methodology has 
been developed that describes the process of designing and implementing a local authorities’ incubator 
and the synergies with social enterprises and CSR. The benefit of a local authorities’ incubator in the 
field of social entrepreneurship is the facilitation of new social enterprises to overcome knowledge bar-
riers and implement best business practices. Finally, in this chapter, it is suggested that the cooperation 
between local companies that apply CSR and local social enterprises under the guidance and support 
of local authorities’ incubator could create synergies and produce new local certified PGI (protected 
geographical indication) or PDO (protected designations of origin) social/ethical/green/fair-trade 
products and services and promote the local economy.
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INTRODUCTION

The present chapter targets on how Local Authorities use Corporate Social Responsibility in order to 
reinforce Social Enterprises through the business tool of a Business Incubator. In a quickly transforming 
global economy, social enterprises are a steadily growing power for the enforcement of national economic 
development and employment. In the European level, the incubator is a common tool for economic 
strengthening and development of social enterprises. It is essential that Local authorities need to create 
and support social enterprises through incubators, especially in enterprises that focus on social innovation.

In the chapter entitled “The role of Local Authorities” is described how Local Authorities act as a 
coordinator between local stakeholders and businesses in order to contribute to supporting vulnerable 
social groups and aim to reduce unemployment through entrepreneurship. This particular role is not 
limited in providing subsidies but by making sensible use of Corporate Social Responsibility takes ini-
tiatives for the creation of a mutual support network between private and social businesses, aims at the 
development of social and economic environment. Within this framework, by taking advantage of finan-
cial subsidy tools and for the initial support of social businesses, Local Authorities create a supportive 
services network of social enterprises in their initial steps, which takes the form of an incubator. In the 
chapter entitled “Local Authorities Incubator” an extend reference is made in the incubator services and 
includes education, consulting, leadership and accounting support through concrete strategies. Part of 
the resources for the operation of the incubator comes from private local businesses in the framework 
of corporate social responsibility. Corporate Social Responsibility is an important part of businesses 
in their effort to gain an improved and better understanding of local society and their opinion for busi-
nesses that operate within their territory. See chapter Promotion of Synergies with Social Enterprises. 
It overcomes the plain term of corporate philanthropy and gets a business dimension in strengthening 
social capital that refers to social cohesion, social solidarity and social development. Supporting social 
entrepreneurship on behalf of businesses constitutes an important action of private businesses in the 
framework of corporate social responsibility.

This chapter has as a goal to: a) to support the necessity of corporate social responsibility that would 
work as a factor enhancing social capital of business organizations and entrepreneurship links with local 
society b) to highlight the role of local authorities as a regulator of the relationship between business 
action and social enterprises, c) the necessity to make good use of the incubator in supporting social 
entrepreneurship in its first steps, d) to promote actions for producing new local certified- PGI (Protected 
Geographical Indication) or P.D.O (Protected Designations of Origin) social/ ethical/green fair-trade 
products and services resulting from the cooperation and synergies of local businesses that apply CSR 
and local social enterprises in the context of the operation of Local Authorities Incubator.

BACKGROUND

During the last years, businesses regardless their shape, recognize the need to implement responsible 
business practices for protecting themselves from dangers that can affect their reputation. They realize 
they should stand on a responsible way towards their employees and the local society. In this framework, 
they adapt a new way of business trade beyond the classical approach of philanthropy. They add a new 
parameter in their business success, apart from the quality and the price of their products, which is their 
complete stance and contribution to the implementation of better working practices, they develop caring 
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actions for Local Society and the protection of the environment. This consideration is well known as 
Corporate Social Responsibility (CSR) and has as its main target the reinforcement of Social Capital, 
namely special characteristics of the Local Society such as consent, trust, reciprocity, rules of social 
behavior and responsibility, cooperation, official and unofficial social network, access and information 
diffusion, social cohesion etc. Carrol (2015a) claims that nowadays, CSR is a global concept that has 
progressed from the interplay of thought and practice. CSR represents a language and a perspective that 
is known all over the world and has become increasingly vital as stakeholders have communicated that 
modern businesses are expected to do more than make money and obey the law (Carrol 2015a,b). Gen-
erally, CSR is a business concept according to which, companies, as well as organizations, incorporate 
in a voluntarily basis, social and environmental concerns in their entrepreneurial activities, as well as 
their contacts to other stakeholders. Basically, it concerns companies that have voluntarily decided to 
go beyond their legal obligations, having as their main goal to cope with the best possible way to social 
groups’ needs (Carroll and Buchholtz 2015; Phillips 2019). Social entrepreneurship is another sector, which 
enforces social economy, which usually fills in the existing gaps in social services or special products in 
local level. Social Enterprises aim to the social and professional incorporation of disadvantaged people 
through the production process. From this point of view, training and employment are very important. 
Under the term ‘Social Enterprise’, their new productive role, their higher autonomy, their ability to 
create new employment positions and their contribution to local societies, are being underlined (Peredo 
and McLean 2006; Hastings and Weate, 2018). Social enterprises are included in the sector of social 
economy, are the result of citizens’ initiatives, aim in making profit for the members of the society and 
show a limited interest in making profit. Their main characteristic is the participation of volunteers in 
the production of products and services, their autonomous function, the development of new flexible 
and alternative means of employment, the undertaking of financial risk and their continuous social and 
financial activity (Defourny and Nyssens, 2006; Saebi et. al, 2018).

The updated emphasis that is attributed to social entrepreneurship is based in the definition of the 
content, but also in the limits of defining “Social Value”. Social value is the relationship and the con-
tribution of companies to the society (Rispal and Bonler 2010). Mair and Marti (2006) claim that the 
creation of social value is very important to a Social Enterprise. It is also very important to understand 
the primary goal of Social Enterprise, which is the use of entrepreneurial and organizational abilities for 
the creation of social value through innovation. On the one side, according to Porter and Kramer (2006, 
2011) the concept of corporate social responsibility practice of social value can be defined, as policies 
and operational practices, which strengthen a company’s competition, while simultaneously upgrade the 
social and economic conditions in the communities, where social value is active.

Local Authorities should leverage the social value of local companies, somehow it connects to the 
inherent tendency of social enterprises, either to innovatively confront social or environmental problems 
with innovative ways or altering the old traditional ways (social innovation). As a result, regional and 
local companies’ offer is enriched with new innovative products and services. Moreover, due to the 
geographical proximity between demand and supply, but also due to the knowledge of the local needs 
and markets, locating needs and providing customized services becomes easier and the flexibility of 
offer is improved, as well as the “evaluation” by the customers and consumers.
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THE ROLE OF LOCAL AUTHORITIES

Local Authorities are usually composed of a deliberative or policy-making body (council or assembly) 
and an executive body (the Mayor or other executive officer), directly or indirectly elected or selected at 
local level. The term encompasses different tiers of government, e.g. villages, municipalities, districts, 
counties, provinces, regions, etc. Within this wide context, the focus of this Communication is however 
put on the municipal level, which is generally the lowest government tier of the public institutional system 
and the closest to citizens (Council of Europe, 2013).

In the business side, Corporate Social Responsibility (CSR) supports four strong trends which have 
firmed up its sustainable trajectory in the social issues conversation over the past several decades. These 
four trends have provided the impetus for CSR’s solid position as the centerpiece for these contending 
and complimentary conceptions. The four trends include globalization of CSR practices, institutionaliza-
tion of CSR within companies, strategic reconciliation with financial goals, and academic proliferation 
(Carroll 2015b). Skoloudis and Evangelinos (2012) reach the conclusion that CSR proves to have the 
biggest progress in North America and Western Europe, which makes trans-national comparisons dif-
ficult. They try to develop a national plan research on CSR. Based on previous theory and on excellent 
research methods that have been evolved in order to evaluate the multidimensional concept of CSR, 
they propose a research approach that can be implemented in every country, regardless the extent of the 
concept that has penetrated the domestic business sector. Sachinidis and Kavoura (2014) in a relevant 
research conducted in Greece, offer an approach for big Greek companies towards CSR and they prove 
the special importance that is given to specific sectors of CSR during the time of financial crisis. Con-
sidering the growing importance of CSR practices, based on the way entrepreneurship is conducted, the 
growing tense of adopting such practices and their communication with the participating stakeholders, 
they reach the result that the knowledge produced regarding corporate practices of CSR can assist in 
the creation and strengthening of good practices that can be promoted to the public, which resides in 
the country, where the enterprise is situated. Moreover, a significant research was conducted in Greece 
by Halkos and Sepetis (2007), which is relevant to how CSR (particularly environmental certificated 
companies), adds profit and financial value to its shareholders, in addition to its contribution to the 
social good of the society.

On the side of social enterprises, Bacq and Janssen (2011) define social entrepreneurship based on 
the following dimensions: “(1) social entrepreneurship is a process of entrepreneurial activities, which 
includes discovering, evaluating and pursuing opportunities that does not necessarily involve new ven-
ture creation; (2) social entrepreneurship includes formally constituted and informal organizations and 
activities initiated and launched by individuals; (3) social entrepreneurship principally aims to pursue 
a social goal”. For the social entrepreneurship pursuing opportunities must not necessarily lead to the 
creation of a new venture. Further emphasis that this definition incorporates: “nonprofit, for-profit and 
hybrid forms of organizations, originating from the private, public or the third sectors without any restric-
tion on their legal form, earning income strategies, scope of activities, or sector in which they operate” 
(Bacq and Janssen 2011). Social Enterprises tend to seek the creation of a more human, environmental 
friendlier, ethical society and choose this business function, which in long term will protect the interests 
of the local society (Rispal and Bonler 2010). Finally, according to Di Domenico, Haugh and Tracey 
(2014), social enterprise emphasizes on the importance of sustainable growth, as it provides solutions 
to various social and environmental challenges, through the use of economic methods for pertaining its 
central functions (Di Domenico et al., 2014).
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Some authors consider CSR as a way to promote social entrepreneurship (Mitra and Borza 2010). This 
happens because the concepts of CSR and Social entrepreneurship both derived from the same context: 
‘sustainable development’ (Seelos and Mair 2005). Respectively, Wei- Skillern et al (2007) suggest that 
there is a cross line between CSR profit and Social Enterprises profit with many common points such 
as: resource management, faith and trust to the company, strong networking. According to UNUNESCA 
the closer a social problem lies to a company that applies CSR, the greater is the chance the ways of 
cooperation with Social Enterprises to be controlled and the possibilities of social value to be developed, 
in order the society to be benefited (UNESCAP, 2010). Carolina and Silva (2015) support there are two 
alternate paths, that aim at the same ultimate goal, one is the Social Entrepreneurship which is intended 
to meet common needs resulting of the economic system and Corporate Social Responsibility, which 
it is the result of company ethical reflection based on interdependence and reciprocity of it to society, 
both paths are closely related to the creation of sustainable social value, but do not get in the same way, 
so it requires both (Carolina and Silva 2015).

Social entrepreneurs in rural and local areas, face many challenges including powerful resistance from 
time to time, while adopting new approaches to work for common and inclusive prosperity (Bornstein, 
2007). Moreover, the researcher suggests that: “A social enterprise is also a business with primarily 
social objectives, whose surpluses are principally reinvested for that purpose in the business in the lo-
cal community, rather than being driven by the need to maximize profit for shareholders and owners” 
(Borzaga et al., 2001). Social entrepreneurs lead villagers’ cooperatives and rural communities towards 
a clear social mission so as to improve the living conditions of underprivileged people (Seelos and 
Mair, 2004). The outcome of this process of rural community development is largely dependent on the 
personal experiences of the social entrepreneur dealing with the challenges and obstacles (Yang and Li., 
2008). The success of a social entrepreneur depends on his ability to attract resources (labor and capital) 
and innovative ways to create social value in a competitive environment in the local society (Cornwall, 
1998). Governments’ Social entrepreneurial policies play an important role in rural economic growth, 
which are dependent on allocation of research and development (R&D) resources and labor mobility by 
the government (Lan, 2014).

The connection between local companies that apply Corporate Social Responsibility and local So-
cial Entrepreneurship is very crucial and Local Authorities can take the coordinative role by exploiting 
Corporate Social Responsibility of local companies. Moreover, special importance will be given in the 
disposal of financial resources and the time of employment employees spend in private businesses, 
according to the rules of Corporate Social Responsibility for the exchange of expertise in social entre-
preneurship, which has a compensatory reinforcement profit for the local economy and market. Local 
Authorities take over a “political” role (referee, mediator, negotiator) and commit to the development of 
self- regulation models of the civil society (a network between social enterprises) (Totterman and Sten, 
2005). Central goal is the decentralization of public services and the concession of particular activities in 
social entrepreneurships, leading Local Authorities to a strategically coordinated network center, which 
will consist of private businesses, profitable and non-profitable organizations and other civil service 
organizations, having as their main target the development of the local economy (Crouch et al., 2001). 
The above mentioned relations are possible to be implemented and reinforced through financing project 
models, which will be between the public sector and companies that can be represented by incubators. 
The profits from the creation of an incubator in the field of social entrepreneurship are making the 
overcoming of expertise obstacles easier and allow them to apply good practices within a safe business 
environment (Eshun, 2004). At the same time, local networking and efficient participation in the market 
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competition create the preconditions, whereas in the end their social dimension is broadened by raising 
and maintaining work places (Jonsson, 2015).

The following question arises: why should local authorities invest to an incubator for connecting 
the CSR of companies with social enterprises? A short answer may be that: a) Social enterprises, by 
definition, use innovative approaches to solve social problems, b) Due to the fact that social enterprises 
attract financing from social responsibility investors, they have significantly more resources than tradi-
tional non-profits or NGOs. This allows them to leverage CSR money for much greater impact, c) More 
resources and a for-profit structure means the ability to pay better salaries, and attract the talent they 
want. They can also offer stock options, e) As social enterprises must have a revenue model, they have 
high potential for sustainability, which means that even after a CSR funding project finishes, the results 
and services continue to live on, f) The combination of a sustainable revenue model, more resources and 
focus on local talent and local innovation means that these organizations have the potential for scaling 
far greater than the traditional NGO/Non-profit model.

LOCAL AUTHORITIES’ INCUBATOR

The definition and the term of incubator first appeared in 1959, when Batavia Company was established 
in New York (Allen 1987; McKee 1992). It started and it was mainly focused on public service, but 
it expanded in foundations that aimed in the creation of work places, or social care sector, focused on 
the quest for more employment chances for unemployed and minorities (Eshun, 2004). According to 
National Business Incubation Association, business incubation is a business support process that ac-
celerates the successful development of start-up and fledgling companies by providing entrepreneurs 
with an array of targeted resources and services. These services are usually developed or orchestrated 
by incubator management and offer both in the business incubator and through its network of contacts. 
A business incubator’s main goal is to produce successful firms that will leave the program financially 
viable and freestanding. These incubator graduates have the potential to create jobs, revitalize neighbor-
hoods, commercialize new technologies, and strengthen local and national economies (NBIA, 2007). 
For the European Commission (EC, 2002), a business incubator is an organization that accelerates and 
systematizes the process of creating successful enterprises by providing them with a comprehensive and 
integrated range of support, including: Incubator space, business support services, and clustering and 
networking opportunities (EC, 2002). And for the United Nations Economic Commission for Europe 
(UN-ECE, 2010), an incubator is a place, where recently established companies are concentrated in a 
limited space. According to Sherman and Chappell (1998) business incubator is an economic develop-
ment tool primarily designed to help create new businesses in a community. Business incubators help 
emerging businesses by providing various support services, such as assistance in developing business and 
marketing plans, building management teams, obtaining capital, and access to a range of more specialized 
professional services. They also provide flexible space, shared equipment, and administrative services. 
Aernoudt (2004) also suggests that an incubator is an interactive development process, where the aim 
is to encourage people to start their own business and to support start-up companies in the development 
of innovative products. Besides business spaces, an incubator should offer services, such as hands-on 
management, access to finance (mainly through links with seed capital funds or business angels), legal 
advice, operational know-how and access to new markets. Business incubators’ role of networking can 
be identified from two perspectives; ‘hubs position and a brokerage position (McAdam and Marlow, 
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2011). Moreover, Duff (2008) suggests that co-located entrepreneurial firms provide the possibility to 
generate a symbiotic environment, where entrepreneurs share resources and experiences, learn from one 
another, exchange business contacts and establish collaborative business relationships.

According to Sepetis, Amitsis and Sanida (2016), the relationship between Strategic Policies of the 
European Union regarding Social Enterprises has taken in the past several forms (Sepetis et al 2016, 
EC., 2013, 2014, 2019). Most of them can be mentioned below:

• Support strategy: This strategy is based in providing grants to private social services providers 
(ex. social enterprises, NGO’s) with very few restrictions or conditions, as long as its use is so-
cially oriented (ex. startup capitals for new social enterprises)

• Motivation strategy: In the framework of this strategy, public resources are allocated in private 
providers according to public policy targets. An example of this strategy is reducing the non-wage 
labor cost, which is being paid as a grant for the recruitment of disabled employees or socially 
excluded people

• Outsourcing strategy: In this case, public administration contracts with a private provider for the 
provision of certain services, according to the parameters of public administration. This is the 
most common and known practice, especially in the field of social services

• Coupon strategy: The users are entitled access to specific services with the financing provided 
from public administration. This strategy is used in several countries in order to satisfy the exist-
ing demand for the health care of children and home care.

The above mentioned European Union strategies that promote Social Enterprises do not have the 
same social value to public administration or to other cooperative companies, as these strategies do not 
have the economic value to be developed, in order the social cohesion and economic development to be 
benefited. Especially, the outsourcing strategies sometimes tend to limit innovation, as they focus on the 
provision of services, based on particular social parameters. The strategies of coupons and motives, on 
the other hand, allow more freedom for the creation of new types of services and new provision strate-
gies, as they do not favor innovation and in some cases (ex. coupons do not entirely cover expenses) they 
draw money from their own private financing sources. As a result, these companies are economically 
only in short term (EC 2013, 2014, 2019; Sepetis, et al, 2016).

For the Local Authorities an incubator can possibly add social value to local companies and also 
economic value to social enterprises and the local society. A Local Authorities’ incubator that connects 
CSR of local companies with local social enterprises should offer at least one of the following services: 
a) networking opportunities, b) management or technical assistance of the expertise, or/and a support 
network for the community, c) financing the various functioning stages of a company, d) relationship 
management with the customers (Rice, 1992). A Local Authorities’ incubator consists of five dimensions: 
1) Management of the enterprises, 2) Consultants, 3) Business cooperation/ networking, 4) Flexibility 
of Space, 5) common service. The Local Authorities’ incubators manager and the rest of the manage-
ment team members may take a very important role in providing help to their customers, in order to 
begin and develop their business activities (Smith και Zhang, 2012). Incubator consultants of the Local 
Authorities’ incubators must be people that come from the business world, academic business schools, 
services providers, experienced business people and educated, who are willing to provide consulting 
and lead towards the development of those companies. Especially in Social enterprises, the role of Con-
sultant refers to a better social behavior, reducing the effect of social or personal obstacles, by raising 
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the ability and the self-confidence and the feeling of being accepted by the team (Wood, 2014). The 
psycho-social interferences could be effective not only for controlling situations and solving problems, 
but also for restoring the sense of self control, the personal efficiency and the active participation. The 
biggest emphasis is given to the creation of opportunities for local social entrepreneurs in order to cre-
ate relations with local companies. One of the main targets of local social enterprises is to support local 
society or part of it as target group. In this framework, another main characteristic of social enterprises 
is integrated, which is the promotion of social responsibility of companies in local level. The incubator 
managers based on the previous factors, promote the social responsibility development networks with-
out being limited to some particular sector of socioeconomic activity, but covering a broad spectrum 
of activities (Li Yunhe et al., 2015). The developmental profits of local social enterprise derive from 
relationships based on the exchange of knowledge, services and products, having as main target the suc-
cessful use of the coordinated service of concrete needs of the society or special social groups. Space 
flexibility that is provided by the Local Authorities’ incubators, comes from other incubators that offer 
small space leasing (ten square meters) usually with short term leasing. If the lessee fails, he/she shall 
leave immediately and with the less cost, and the incubator can host the next lessee. Nevertheless, the 
lessees have security while paying their rent. The dimension of common services refers to the incubator 
that provides concentrated equipment, services and facilities, such as a copier machine, a fax, customer 
service, mail management, meeting room, loading dock, etc. The newly born local social enterprises need 
these kind of services, but usually are too small to be able to justify the cost of such kind of services. 
The access of such kind of services through a Local Authorities’ incubator means that social enterprises 
may invest their capitals in their missions, such as buying new products, while a new professional image 
for the business contacts and the clients is presented.

PROMOTION OF SYNERGIES WITH SOCIAL ENTERPRISES

The Local Authorities’ Incubator and local companies have an important role to play in stakeholder 
networking, educating, and coaching, financing, social procurement, marketing and promoting for the 
new social enterprises. The important challenge in front of new social enterprises is to identify whom 
to contact, who are the key local stakeholders involved around the particular local social enterprise and 
what are their values. Among the highest needs they have, it is emphasized that they need to make con-
tacts and be connected to the circles of both other social enterprises and related stakeholders. Meeting 
people, making contacts with them and working toward development of long-term relationships impacts 
social enterprises in a significant way. It is not seldom that social enterprises have no previous knowl-
edge neither from the business side, nor from the societal one, and for those who have the background 
that is helpful in terms of establishing and developing social enterprise, there are still particularities 
that can be further explained. Teaching, coaching and knowledge from local companies’ managers or 
local academic professors and sharing the new “Business idea”, and the “business plan”, and prompt 
the “business model” are the terms identified as being of concern, when it comes to motivation of social 
entrepreneurs to join the incubator programs. The coaching from the local manager or local academic 
professor under local authorities’ incubator is different in comparison with the above presented teaching. 
In coaching, each of the new social enterprises has scheduled individual time to meet coaches, preferably 
specialized in their particular needs and should be addressed through the coaching instructions. Since it is 
individual, coaching, contrary to teaching, is tailored based on the needs of program participants, which 
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is also important to be acknowledged, since social enterprises attending the program in one point of the 
time, might be in very different stages of their development. Moreover, the Local Authorities’ incubator 
suggests and connects new social enterprises with local financial stakeholders under corporate social 
responsibility or EU-national funding programs and provide the sources of funding. To provide sources 
of funding is major concern for social enterprises. To make the contacts with different kind of investors 
is thus very important. This is recognized from the side of incubator programs that organize these kind 
of meetings through different events, study visits and workshops. Some of the meetings have as purpose 
just to connect social enterprises with investors, other to facilitate to entrepreneurs to present themselves 
and pitch their idea. Social enterprises have to collaborate with public sector, which is not only setting 
the rules and legislation but also represents the key customers of the social enterprise services. Social 
impact is an important feature for social enterprises. Local Authorities’ incubator programs consider 
teaching regarding social impact, as one of the main themes on their lecture schedule. Social impact can 
be explained both as the consequence and the essential output of the activities that social enterprises 
undertake for helping their target group and improving the society as a whole. The Public social or green 
and sustainable procurement processes are related with public sector in local level and they present the 
processes that public institutions use to provide products and services for citizens. Process is conducted 
on the level of municipalities that represent the government entities responsible for the provision of 
numerous of local services. The European Commission intends to facilitate the uptake of socially-green 
and sustainable responsible criteria in public procurement and to promote their use across the EU. The 
EU Public authorities can engage in socially-responsible public procurement by buying ethical products 
and services, and by using public tenders to create job opportunities, decent work, social and professional 
inclusion and better conditions for disabled and disadvantaged people. Moreover, the EU Green Public 
Procurement (GPP) means that public authorities seek to purchase goods, services and works with a 
reduced environmental impact throughout their life-cycle compared to goods, services and works with 
the same primary function, which would otherwise be procured. The EU Sustainable Public Procure-
ment (SPP) is a process by which public authorities seek to achieve the appropriate balance between the 
three pillars of sustainable development - economic, social and environmental - when procuring goods, 
services or works at all stages of the project (EU Social Procurement, Green and Sustainable 2019).

Furthermore the local authorities’ incubator should be connected to local Social Enterprises with 
local companies that apply Corporate Social Responsibility and can take various forms, such as:

• Sponsorship: Companies provide financial support to Social Enterprises that may include coop-
eration in the promotion of the CSR program of companies to local society, as Social Enterprises 
have a thorough knowledge of the local societies’ social and environmental problems

• Counseling: A company asks the advice of a Social Enterprise in issues regarding CSR, such as 
for a program that the company tends to elaborate regarding environmental protection or other 
social issues

• Cooperation in research: Both companies and Social Enterprises provide the necessary resources 
for social or environmental research programs. Companies through the CSR program can offer 
financing and Social Enterprises knowledge and executives

• Employee training in order to promote volunteering: Business executives that apply CSR are 
called to train Social Enterprises stuff

• Dialog Development: A company that applies CSR develops systematic dialog with Social 
Enterprises, such as conducting “round table” discussion for different CSR issues
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• Elaborating common CSR programs: The cooperative company that applies CSR participates 
in common actions and implements common social or environmental programs with Social 
Enterprises

• Strategic Partnerships: Long term cooperation between a Social Enterprise and a company that 
applies CSR can take the form of a written agreement, ex the provision of a common service or a 
new products/services

• Mediation: Social Enterprises and their networks are responsible for motivating other entities or 
local social enterprises in poor or less developed countries in order to cooperate with companies 
in the implementation of CSR programs

• Shareholder Activism and Stakeholder Advocate: Many Social Enterprises and companies 
that apply CSR are participating in social funds that have adopted “Shareholder Activism and 
Stakeholder Advocate”. They buy a package of shares from non-ethical enterprises and as they 
have minority interests in the general meetings of shareholders, they condemn potential infringe-
ment of business ethics in those companies in social and environmental issues and they suggest 
substantive changes in corporate policy.

• Commercial Network of consumer products and supplies: Many social enterprises act while hav-
ing as a target the consumer protection and they promote fair trade and certified social or environ-
mentally friendly products. Moreover, companies that apply CSR produce products and services 
which are named social/green/ethical etc. In those local commercial networks, companies, which 
apply CSR could cooperate with social enterprises networks and could create new local social, 
ethical, sustainable fair-trade products etc, under Local Authorities Certification and be certified 
as P.D.O (Protected Designations of Origin).

According to the above, a Local Authorities’ incubator for cooperation between local companies that 
apply CSR and local Social Enterprises will add new business strategies and new innovation practices 
in the local society. It will also promote economic and social value and will create a new local-national 
and international market with new social-green or sustainable certificate products and services.

A short analysis for new business strategy and innovation practices in the Local Authorities’ incuba-
tor for social enterprises is the following:

• Innovation development: According to our vision, Corporate Social Responsibility and Social 
Enterprise together should incorporate social mission and management in their operation and 
respond to new local market priorities, with new innovative business practices and local products 
in order to succeed profitability.

• Promoting CSR and social economy in the education. Since the middle of 2000 field studies 
have proved the increasing desire of students and the demand in incorporating CSR and social 
economy studies in the local educational process, besides traditional Schools, such as Economics 
and Business Administration (Sepetis and Rizos 2011, Moon and Orlitzky 2011). Many research-
ers have stated that in order such educational programs to be promoted, a higher demand by the 
enterprises and the public is needed, in order Moral Conscious in Education and Market to be 
developed. Many Universities (Kavoura and Andersson 2016), local administration entities and 
businesses express their interest for cooperation between CSR issues and social economy on sev-
eral ways, which can be included as following: a) in the development of local university education 
and research for CSR and social economy to students, to employees and local society, b) in the 
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cooperation with businesses in matters of internships of students and education of employees in 
matters of CSR and social economy, c) in the development of educational tools for LLL, d) in the 
development of business tools in teaching CSR and social economy in the local community, e) 
in the education of students, regarding the principles of CSR and social economy for a fairer and 
more moral consumer market, f) in the implementation of common educational programs of CSR 
of the Universities with the local administration, in order to strengthen social enterprises. The 
success of CSR and of social enterprises derives from EU funding, such as the strengthening of 
education and the employment of local workforce.

• Financial risk and improvement of the relationships with investors and financial market. 
Local Financial stakeholders that apply CSR and investors, who actively participate in a dialogue 
and in a cooperation with businesses that apply CSR and with social enterprises, have a better 
view of the potential risks that they face and the capability to manage a potential crisis better and 
exit faster and with less losses of it. Despite the fact that financial stakeholders and investors are 
usually not interested in the non-financial sides of social enterprises, the positively proven rela-
tionship between CSR and economic performance of businesses is not less interesting to them. For 
this reason, nowadays, a new financial market service has been created, which entirely finances 
companies that apply CSR and social enterprises. There is also a number of financial indexes that 
are used as a benchmark in order to compare the efficiency of companies and companies that ap-
ply CSR.

• Corporate reputation improvement and development of new local markets. The improvement 
of reputation and of the concept of a commercial label of social enterprises and of companies that 
apply CSR derives from recognizing the improved quality of the local product, also on behalf 
of the consumer and of the investor that derives from issues that regard employees and from the 
sensitivity for social and environmental and ethical issues.

• Corporate reputation of new social enterprises that is based on trust and appreciation for 
the local authorities would be trust for local stakeholders and local market. Many companies 
that apply CSR practices and many Social Enterprises should be certificated with the equivalent 
certification of business management (ISO etc) and with PGI (Protected Geographical Indication) 
or P.D.O (Protected Designations of Origin), in order to declare their uniqueness from other simi-
lar products and be recognized in the certified products and services market.

In this chapter, we suggest that certified commercial products and services, which have been pro-
moted by local authorities’ incubators and were created in cooperation with companies that apply CSR 
and SE, will lead in these new markets. These new products and services that have social and economic 
value, will incorporate the competitive advantage and the business skills of the companies that apply 
CSR and will also promote the competitive advantage and the social network of social enterprises, so 
that a Win-Win situation will be developed.

CONCLUSION

The profits from creating an incubator in social entrepreneurship are helping new social enterprises to 
overcome any expertise barriers and allow them to apply good practices in a safely business environment. 
The cooperation between social enterprises that will develop in the framework of a Local Authorities’ 
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incubator, will provide the perspective of creating a symbiotic environment, where social entrepreneurs 
share their resources and their experiences and learn from them, while at the same time contribute to 
raising social capital. Very important element for the Local Authorities’ incubator is the existence and 
function of organized consultancy services and psycho-social strengthening. The role of the Consultant 
refers to a better way of social behavior, by reducing the effect of social and personal obstacles, by rais-
ing the capability and the self-confidence and the feeling of acceptance by the team. The psycho-social 
interferences could be effective, not only for controlling the situations and solving the problems, but also 
for restoring the self-control feeling in personal efficiency and active participation. The pioneer dynamic 
of social entrepreneurship in the protected environment of a Local Authorities’ incubator is broadened 
with the efforts of its members to reassure sufficient resources and follow proved and correctly efficient 
practices. In this way, the long term sustainability of Social Enterprise is reassured, as the success of its 
financial activity and the efforts that the members and/or the employees make, are based on a concrete 
plan. As the networking of local companies that apply CSR and local Social Enterprises is concerned, the 
support and the service of Local Society is incorporated in the promotion strategy of social responsibility 
and social value in local level. This happens through the sufficient utilization of cooperative cooperation 
between local companies that apply CSR and local Social Enterprises and Universities (Makarona and 
Kavoura A 2019) that cover a wider range of activities and through the exchange of knowledge, services 
and products they accelerate the raise of productivity and their survival in the competitive environment. 
Finally, the new local pioneer ‘certified products of social and economic value”, such as for example 
the social or ethical or green certified products or PGI (Protected Geographical Indication) or P.D.O 
(Protected Designations of Origin) that will be derived from a local cooperation between local companies 
that apply CSR and local Social Enterprises, will have access to a different market in the local society 
and in the international market of fair trade and of certified products.
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KEY TERMS AND DEFINITIONS

Business Incubator: Facility established to nurture young (startup) firms during their early months 
or years. It usually provides affordable space, shared offices and services, hand-on management training, 
marketing support and, often, access to some form of financing.

Corporate Social Responsibility: A company’s sense of responsibility towards the stakeholders, the 
community, and the environment (both ecological and social) in which it operates.

Local Authorities: The organizations which is responsible for the government of a local area.
PDO (Protected Designation of Origin): Mark identifies a product originating in a specific place, 

region or country, whose quality or characteristics are essentially or exclusively due to a particular geo-
graphical environment with its inherent natural (raw materials, environmental characteristics, location) 
and human (traditional and artisanal production) factors the production, processing and preparation steps 
of which all take place in the defined geographical area and in line with the strict production regulations 
established.

PGI (Protected Geographical Indication): Mark designates a product originating in a specific 
place, region or country whose given quality, reputation or other characteristic is essentially attributable 
to its geographical origin and at least one of the production steps of which takes place in the defined 
geographical area.

Social Enterprise: A social enterprise is defined as a business that has specific social objectives 
that serve its primary purpose. Social enterprises seek to maximize profits while maximizing benefits 
to society and the environment.

Social Value: Social value is the relationship and the contribution of companies to the society as well 
as is larger concept which includes social capital and the subjective aspects of the citizens’ well-being, 
such as their ability to participate in making decisions that affect them.
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ABSTRACT

Most researches emphasize the importance of small and medium-sized enterprises (SMEs) as main 
contributors to economic growth and their role in the global economy. The purpose of this study is to 
provide information on the implementation of digital technology in SMEs and the challenges they face. 
It seems that the evolution of internet technology and communication platforms has been largely adopted 
in the corporate environment and constitutes an important component of competitive advantage for large 
corporations. But the same does not exactly apply for SMEs as they come up against numerous issues. 
The chapter also focuses on the digital state of Greek SMEs and attempts to identify the main problems 
and opportunities for promoting their development through digital technology, as they appear to be weak 
in this field especially when comparing to the majority of European countries. These findings enrich the 
literature on Greek SMEs and their future capabilities.

INTRODUCTION

Although the subject of digitalization in SMEs is not new, it is a very much alive issue and its analysis 
remains highly topical. Digital technology is an integral part of the future industry, and it is no secret 
that it is reshaping the world economy. Its use can enhance the performance of SMEs and offer them 
more opportunities in order to compete with their larger competitors (Cenamor et al., 2019). It is also 
well known that innovation and the use of new digital technologies is the key to a company’s survival 
in today’s competitive business environment (Kavoura and Andersson, 2016; Kavoura and Koziol, 
2017; Makarona and Kavoura, 2019). And innovation it does not always mean complicated and costly 
processes (Masouras, 2019). 

New technologies have emerged, such as cloud computing, communication platforms, data analyt-
ics, big data, automation, robotics, artificial intelligence, machine learning, virtual reality and even 3D 
printing that offer new opportunities for small enterprises (Ulas, 2019). However, up taking new digital 
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technologies proves to be uneven and depends on many factors such as the size of the company or the 
country’s level of economic development, and also politics and regulations (Chakravorti et al., 2017). 
It seems that one of the inherent advantages that larger companies have (over the smaller ones) is their 
ability to adopt digital technologies more easily, as they have the capital and human resources to do so. 
In Europe, larger corporations employ more IT/ICT specialists and use data sharing infrastructure (e.g. 
ERP) and cloud computing more often than smaller companies. On the other side, almost half of Euro-
pean SMEs (44%) use social media to promote their business. Regarding the use of mobile internet by 
SMEs, there has been an increase from 20% to 29% (2012-2016) while it remains stable (64%) for the 
bigger firms (European Commission, 2017). 

This article aims to provide an overview on the use of digital technology by SMEs specifically in 
Greece. It analyses the concept and importance of SMEs in the country’s economy and focuses on their 
course over the last eight years. This is followed by a description of the country’s digital status and the 
use of digital tools by Greek SMEs. The final section contains the concluding remarks.

BACKGROUND

The Concept of SMEs

Before we begin our analysis it is important to highlight what determines an SME and what distinguishes 
it from a larger corporation.The concept of SMEs is designated with distinct terminology, depending 
on the country or the institution that reports their statistics (for example the World Bank or the United 
Nations Development Programme-UNDP) and no widely accepted definition exists (Gibson and Van 
der Vaart, 2008). The quantitative criteria that constitute a micro, small or medium sized company, vary 
according to a country’s economy and the characteristics of its corporate sector. The common element 
in most economies is the number of employees, which is usually combined with other determinants 
(such as the company’s assets or revenues). These standards are modified infrequently (ESCAP, 2009). 
The upper and lower range limit of the “employee” factor may differ to such an extent that a country 
may regard an SME, as a company occupying fewer than 300 employees (for example Vietnam), while 
another (for example Egypt) as an enterprise having 50 employees (Ayyagari et al.,2003;Gibson and 
Van der Vaart, 2008). For the purposes of this paper the definition of SMEs according to the European 
Union (EU) is used. 

Based on the Commission Recommendation 2003/361/EC (European Commission, 2003), which 
updated the 96/280/EC Recommendation of 1996, the three criteria that determine the maximum values 
of SMEs are: the number of employees, the company’s turnover and the balance sheet total. Medium 
sized companies occupy fewer than 250 employees, have an annual turnover that does not exceed 50 
million euro, and their annual balance sheet total does not surpass 43 million euro. In the second article 
it is specified that within the broad category, a Small company is described as an enterprise that employs 
fewer than 50 people, and whose annual turnover and balance sheet total does not exceed 10 million 
euro. In the Micro category companies have fewer than 10 employees, while their annual turnover and 
balance sheet total does not exceed 2 million euro. As is appreciated, SMEs are a very heterogeneous 
group of companies, covering a broad spectrum of business activities, and operate in multiple markets. 
Furthermore, they feature many different types of organizational culture, entrepreneurial orientation, 
growth skills, labour force and capital. It should also be mentioned that in many economies, a substantial 
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number of small and micro enterprises are part of the informal sector or the shadow economy (OECD, 
2004). Although large firms have a commanding influence on aggregate economic activity, and each 
small company does not add considerably as a unit, SMEs impact as a group is extremely important 
(Cull et al., 2006; OECD, 2014). More specifically, although data may differ across countries, SMEs 
dominance in numbers is indisputable: they account for more than 95% of global enterprises and rep-
resent approximately 60% of employment in the private sector. In 2014 SMEs accounted for 99,8% of 
all companies (in the non financial business sector) and 66,8% of the total employment (88,8 million 
people) in the European Union (EU28). At the same time, the amount of value added that was generated 
by SMEs was calculated at 58,1% representing approximately 28% of the EU GDP (Muller et al., 2014). 
Three years later (SBA, 2018) the number of companies remained at the same level but a slight decrease 
was observed in the number of people employed (66,4%) and the value added (56,8%). 

SMEs are also considered the key components of economic growth, income generation, export rev-
enues and employment creation in developing, transitional and high income countries (Tewari et al., 
2013). According to Hallberg (2000) the importance of such companies differs across countries, and 
even varies in the different stages of development of the same country. Moreover, their contribution to 
GDP depends on each economy: for the low income countries it has been estimated at about 16% of 
GDP (the phenomenon of large number of companies that belong to the informal sector occurs) and for 
high income countries it has been reckoned at 51% of GDP (Edinburgh Group, 2012). These companies 
strongly promote entrepreneurship, which is a fundamental element of economic growth and job creation 
(ESCAP, 2009). More specifically, they constitute the most crucial source of new employment positions 
in Europe, since over four million jobs per year are created in the sector (European Commission, 2013a). 
The SMEs community is considered to be more competitive, innovative and dynamic (especially start-
ups) in relation to larger firms. They are also considered to be more adaptable, resilient, and flexible in 
terms of reducing cost. Many corporations, selling new products (such as high technology commodities) 
or services, have their origin in the specific sector, which is regarded as a ‘nursery’ for talented young 
entrepreneurs, and also as a ‘bridge’ between the informal (for example a small family company) and 
the formal corporate sector. Almost all large corporations began as SMEs (Lukacs, 2005). They can 
therefore, enhance the transformation of developing countries in many ways (such as moving up the value 
chain). SMEs are equally important for promoting the work of women, young people and minorities. 
In addition, these companies strengthen a country’s regional competitiveness, as they mainly use local 
resources and their profits remain in the region. If they succeed in exporting their products to foreign 
markets, they become sources of foreign exchange earnings and their contribution to the home country 
increases (Ayyagari et al., 2011; Robu, 2013; ESCAP, 2014). Furthermore, the strong presence of micro 
and small enterprises reduces the creation of monopolistic or oligopolistic economies and prevents the 
larger companies from dominating the market (Savlovschi and Robu, 2011). On the other hand, SMEs 
are criticised for low survival rates, as many are led to bankruptcy after a short period of time. This is 
attributed to the fact that some of these companies offer low value added products, poor quality service 
or short life goods (Hobohm, 2001). But according to Kok et al. (2011) the employment positions that 
are created by new entrants in the sector are more than the job losses caused by the death of SMEs. Based 
on Peters et al. (2014) SMEs are more vulnerable to the business cycle than larger companies. It should 
also be noted that the presence of SMEs in a country does not automatically lead to growth or poverty 
alleviation. Other factors should also be met in order for economic development to occur (ESCAP, 2009). 
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The Course of SMEs in Greece (2010 – 2018)

According to the European Commissions’ SBA Fact Sheet (2010-2018) SMEs account for a lion’s share 
of the enterprises operating in the Greek economy, especially in the sectors of construction, industry, 
distributive trades and services. Their dominance is evident in terms of value added, employment and 
number of enterprises. The basic figures are presented in Tables 1, 2 and 3. More specifically, Greece 
has a very high share of SMEs, with large enterprises representing only 0,1% of all businesses. In 2017 
SMEs generated 63,6% of value added and 85,2% of employment (overcoming the EU average of 56,8% 
and 66,4% respectively) with micro firms being considered as the backbone of the economy, since they 
correspond to six out of ten jobs. Due to this higher proportion, SMEs in Greece are smaller as they 
employ 2,4 people averagely, compared to the average of 3,9 people in the rest of the EU. Nonetheless, in 
2017, the vastly fewer large companies managed to create 36,4% of value added compared to the 22,7% 
of the micro enterprises, suggesting that the productivity of the later was quite low. The data highlight 
their central role at such level that when one describes the Greek private sector usually refers to small-
scale companies that often include self-employment or family-owned firms and businesses units with 
fewer than five employees. Thus, Greek SMEs have to face a series of barriers, such as lack of financial 
resources and traditional management methods (Labrianidis and Vogiatzis, 2013).

In the last few years, SMEs in Greece were hit extremely hard by the economic crisis and they still 
haven’t fully recovered. The adverse effects had become felt across all the three indicators presented in the 
graphs 1, 2 and 3. It appears that Greek SMEs had suffered a dramatic decrease. Based on the 2012 SBA 
report, the total number had drastically fallen since 2003, as there were nearly 90.000 fewer companies 
in 2011 than in 2008, which was the last year of the pre-crisis period. In terms of employment, that was 
reflected in the loss of more than 200.000 jobs and that negative development also applied for the value 
added data. Numbers continued to decline in the next year’s report as well. This was mainly attributed 
to the austerity measures that were implemented (increased taxes, reduction in salaries/pensions) that 
reduced the purchasing power of consumers, and increased both the financial and tax obligations of the 
Greek companies. In 2013, there were some signs that the economy was recovering (after the prolonged 
recession), with the downward trend to slowing down and even showing some positive signs. In 2015, 
the recession had turned into stagnation. Value added in 2016 remained at roughly the same level as 
in 2013 (after the five previous years in which both value added and employment dropped). But still, 
added value was 35% and employment 23% below the respective levels of 2008. On the other hand, 
employment rose almost 40% since 2012 mostly thanks to the considerable performance of micro firms. 
Two years after the imposition of capital controls it appears that important progress has been made in 
rebounding from the recession.

The issue of financial recourses was never an easy case for SMEs. In 2010, a high share of unsuccess-
ful loan applications (36%) combined with an intense reduction in the number of loans being offered by 
banks weakened the position of Greek SME managers. Furthermore, the venture capital market invest-
ment was also more limited. Consequently, there were excessive payment delays which further increased 
the cost of doing business in the country. In an attempt to compensate this situation, the government 
provided micro and small companies with low interest loans in order to cope with tax and insurance 
liabilities, as well as other state debt. In 2011, they launched a program that financed enterprises with 
investment in venture capital, provided risk-sharing loans at reduced rates and guarantees for loans 
(SBA Fact Sheet, 2011). In the following report, evidence showed that unsuccessful loan applications 
dropped to 29%, as banks were extremely reluctant to grant loans (SBA Fact Sheet, 2012). This was an 

 EBSCOhost - printed on 2/8/2023 5:50 PM via . All use subject to https://www.ebsco.com/terms-of-use



248

The Effective Use of Digital Technology by SMEs
 

extremely awful development considering that almost 96% of Greek SMEs relied on bank loans as an 
external source of financing (European Commission 2013a). In 2013, although the government contin-
ued to support SMEs, all financing indicators had deteriorated and were below the EU average (SBA 
Fact Sheet, 2013). The sovereign debt crisis had left no instrument of financial support intact, and that 
definitely undermined all efforts for Greek SMEs to continue their activity (GSEVEE, 2014). According 
to Tzakou-Lambropoulou (2014) almost 42% of SMEs in Greece could not receive financing and some 
were unwilling to even attempt it. The critical support of European funds should also be mentioned, 
such as the 1.6 billion Euros that were used for Financial Engineering Instruments between 2007-2013 
(Reichenbach, 2014). In 2013 all financing indicators in the SBA report (with the exception of interest 
rates for small and large loans) were below the EU average proving that the situation had deteriorated 
(SBA Fact Sheet, 2014). For example, one in three loan applications would either be rejected or receive 
an offer with unbearable terms. In addition, the days for an entrepreneur to get paid were almost 96 
compared to 50 in other Member States. It should also be pointed that the government continued to 
provide incentives and implementing measures in order to improve liquidity. Despite the fact that signs 
of improvement were apparent, Greece continued to score below the EU average for most indicators of 
the 2018 SBA report. As it is shown in Table 4, the amount of days that took a company to get paid was 
about 65, which is approximately a month longer that it took the average European firm. Although bank 
lending remained a significant barrier, banks seemed more willing to lend than they were in 2015 and 
access to public financial support had improved. 

MAIN FOCUS OF THE CHAPTER

The Digital Footprint of Greek SMEs 

Prior to the analysis of evidence relating to SMEs it was considered appropriate to present certain facts 
concerning the development of the digital economy in Greece and how the country is doing in the digital 
world in general. Regarding its position in the digital map Greece was ranked 26th out of the 28 EU 
members in the European Commission Digital Economy and Society Index (DESI, 2019). Based on the 
data presented the country had slightly improved its position, mainly in the factors of human capital (since 
the number of ICT specialists as a percentage in total employment increased, and so did the number of 
graduates) and the supply side of digital public services. But despite those improvements it remained 
behind the EU average. Specifically, the digital skills of the population group over the age of 55, which 
forms the majority of 30% of the population either had never used the Internet or was significantly 
deficient in digital skills compared to the EU corresponding average. In the field of connectivity, the 
transition to fast and ultrafast broadband was also moving slower compared to the rest of Europe. This 
was attributed to the considerable delays in project implementation and the low absorption rate of the 
funds allocated. On the positive side, the number of internet users was improving in individual activities 
(such as access to information, entertainment, social networks, games), and the use of Internet for com-
munication purposes, but the country was significantly below the EU average in the areas of electronic 
trading, online shopping and pay-TV. It was also lagging behind in broadband speeds, penetration and 
cost of fixed and mobile broadband connections and coverage of next generation networks. With regard 
to businesses using digital technology, the percentage of sales through e-commerce was small, electronic 
documents had limited penetration and only few enterprises used modern technologies of production 
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organization. Furthermore, the ICT industry contributed very little to the country’s economy and to 
employment while its outward orientation was very limited. It should also be pointed that the progress 
with integrating digital technology into the business environment remained slow except for the use of 
Big Data which is higher than the EU average (DESI, 2019). In the last few years specific reference is 
made to the phenomenon of Big Data which refers to a huge amount of data (i.e. information) that can-
not be analysed using traditional computing methods and tools. From a business prospective this means 
that organizations today (more than ever before) have access to consumer information and potential 
insight, but in most cases they cannot seem to get value out of it (Zikopoulos et al., 2012). This means 
that the difference between data quantity and the percentage of their usage is becoming bigger, and the 
actual data processed and analyzed by organizations are in constant decline (Krasavac et al.,2016). On 
average, across the EU, Big Data analysis is adopted by 33% of large firms, 19% of medium-size and 
10% of small enterprises (Eurostat, 2019). It should also be mentioned that differences in the adoption 
gaps are observed across countries, between small and large companies and according to Bianchini and 
Michalkova (2019) Greece is amongst the countries with the smallest divides (12% vs. 20%).

Piperopoulos (2007) concluded that the factors constraining innovation performance of SMEs in 
Greece were the lack of financial support (mainly from the government) and the country’s bureaucratic 
structure. Other barriers that prevented the innovative process were the use of old management techniques 
and the lack of cooperation between the economic academic institutions and the business environment. 

According to Mylonas and Tzakou-Lampropoulou (2016) 66% of SMEs in Greece used at least one 
type of digital tool. They separated these enterprises into two main categories: a) the vast majority that 
used some kind of digital tool (which was usually acquired or upgraded in the previous five years) and 
b) the corresponding ‘digital’ percentage that simply had a website or a rudimentary presence on social 
networks. Regarding the use by sector, IT, transport and heavy manufacturing were the most advanced 
industries, while food manufacturing, construction, small chemical industries and the small tourism 
businesses (which are extremely important for the Greek economy) seemed a bit behind in the digital 
world. As to their internal operations, Greek SMEs were characterised as digitally immature. That was 
reflected in the fact that even those companies handling a digital tool, had not proceeded to the creation 
of a substantially advanced system. The most common specialized management software (such as inven-
tories or accounts) were used by 12% of SMEs, less than 10% owned ERP or CRM, and an even a lower 
proportion (6% of SMEs) used data analytics. Corporate-size discrepancies were significant, with most 
small businesses having almost no digital internal operations tool, as opposed to the 16% of the larger 
ones. Their digital image seemed more improved regarding the adoption of communication tools, with 
58% having a website or at least a relevant presence on social networks in order to share or exchange 
information with their clients. That high percentage (that showed signs of digital familiarity), was re-
garded as encouraging for the use of more sophisticated digital tools in the future. However, the use of 
more advanced tools was limited (only 18% offered the option of e-shopping either directly or through 
a provider and 19% used digital marketing). Consequently, the digital immaturity of Greek SMEs was 
evident at this factor as well, since 85% of those who actually benefited from a digital communication 
tool did not use a wider digital toolset. Here too, the divergences between the very small and the larger 
SMEs were limited to simple client tools (such as a web site), but were apparent in the more sophisti-
cated formats. For example, e-commerce accounted for 15% of very small SMEs, versus 28% of other 
types of SMEs. Since most sectors show significant differences in terms of operation (e.g. manufactur-
ing makes more use of digital tools for internal processes while hotels benefit from e-commerce tools) 
it is worth mentioning some data per industry. As far as e-commerce is concerned, the trade sector was 
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considered the most dynamic one. On the other hand, despite the relatively high use of e-commerce, the 
hotel industry appeared below its potential. In terms of how digital technologies were acquired, in-house 
tools seem to be acquired mainly through outsourcing and secondarily developed within the company 
itself. However, it is noteworthy that one in four companies using digital tools had already switched to 
the innovative cloud technology. In contrast, digital communication tools with customers were mainly 
developed within the company (as they are largely related to website creation). It should also be noted that 
75%-85% of companies stated that the digital upgrade had increased their profit, regardless of the type 
of digital tool or how it was acquired. The only exceptions were in-house development and outsourcing 
of digital in-house tools for small businesses. For these companies, cloud solutions seemed to improve 
their profitability even more. Consequently, improving the digital footprint of a small or medium sized 
business can provide competitive advantages both in terms of profitability and sales. Finally, regarding 
the adequacy parameter, the researchers noted that 19% of SMEs stated that the digital tools they used 
for internal operations were sufficient and twice as many (38%) stated that the digital communication 
tools were adequate. The SMEs future investment was also in the right direction to fill the digital gap 
with Europe. They concluded that at least in the year that their study was conducted the digital profile 
of Greek SMEs was still in its infancy.

In a more recent research study Giotopoulos et. al. (2017) focused on the ICT adoption in terms of 
implementation, infrastructure, internet integration, e-sales and e-procurement. It appears that SMEs 
associated with research and development or other innovative activities in general, were more likely to 
adopt ICTs. Another crucial factor was the technological skills and scientific background of the workforce 
which mainly affected ICT related intentions and not so much the e-commerce activities. The results 
indicated that in order to assimilate new technologies and to increase the usage of e-commerce applica-
tions more advanced ICT skills were necessary. On the issue of organization, the presence of inspiring 
and insightful combined with a decentralized structure of the company’s decision-making process were 
important elements of ICT implementation. In relation to the divergences between the micro and the 
slightly larger firms is that the majority of the first do not have the skills, the resources, or the time to 
implement more advanced technological strategies in their operation. Furthermore, the recruitment of 
skilled personnel or the training of the human capital is considered a luxury for their financial position. 

In 2017, Greece’s overall performance in respect to the integration of digital technology was still 
characterised as inadequate, but some progress had been made. The number of SMEs using social media 
platforms and digital sales channels had increased and the average turnover from online sales had grew 
significantly (from 1,2% in 2015 to 5,9% in 2016). But the percentage of firms using electronic invoices 
or cloud computing services was still very low (3% and 5% respectively). It was also pointed that the 
country’s level in terms of maturity and readiness for adopting the digital transformation was lower than 
the EU average (Nikolaidis et. al., 2017).

Another survey series that was carried out in two consecutive years investigated the challenges that 
SMEs face in Greece, but also the affect of online presence and the use of digital technology in their 
daily operation. Based on the results, approximately three in four companies have established their web 
presence, as they understand the need to adopt new technologies and follow the global trend towards 
digitalization. Companies that follow this practice believe that it has improved their competitive advantage, 
the efficiency and speed of business processes, the company’s image, the collaboration with corporate 
partners and the overall customer service to a significant extent (ELTRUN, 2018).
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CONCLUSION

As mentioned in the analysis of the country’s digital situation, Greek SMEs have been left behind in 
terms of adopting digital tools compared to the corresponding European data. Although steps have been 
made towards the right direction, it is clear that the difficulties they faced in the last eight years (with 
the prolonged recession and the challenging economic climate) have been an almost insurmountable 
barrier to their digital growth. But since digitalization improves and stimulates a firm’s productivity and 
innovative procedures, provides access to new markets, increases the purchasing audience and ultimately 
improves its competitiveness, it is imperative to systematically encourage SMEs to technologically 
upgrade and transform their operations. Although these decisions are not simple and depend on many 
factors their growth and even their survival cannot be achieved without the use of advanced digital tech-
nology. Therefore, both government and European policy makers should provide support and create the 
appropriate conditions in order for SMEs to benefit from these crucial opportunities. 
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KEY TERMS AND DEFINITIONS

Big Data: A large amount of information about an organization (both structured and unstructured) 
that cannot be analysed using traditional computing methods.

Communication Platforms: Digital media (e.g. Facebook, Instagram and Twitter) that are used 
as means of communication. In marketing, they provide information and awareness about a specific 
product or brand.

Digital Economy: An economy that is based on digital technologies and the Internet.
Digital Footprint: The information left behind as a result of digital activities and communications 

stated on the Internet.
Digital Skills: Α range of technical skills and abilities associated with understanding and using 

communication applications, networks and digital devices in order to access and manage information.
Digitalization: The use of digital technologies and digitized data in the way companies operate and 

communicate with their customers.
Family-Owned Firms: A type of business organization in which two or more family members are 

involved in the management and the majority of ownership or company control lies within the same family.
ICT: An umbrella term that refers to Information and communications technology.
SME: A micro, small or medium sized company.
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