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WORKSHOP SCOPE 

 

 

The objective of the International Workshop is to find cutting edge solutions, methodologies and 

approaches to foster the research, development and innovation  for Small and Medium sized 

Enterprises (SMEs).  

Indeed, at a time when financial problems persist, we need to foster real economy  to underpin 

the recovery of economic growth. To this aim it is pivotal to find new ways to strengthen the 

innovation management capacity for SMEs and to increase their value for stakeholders by 

enhancing company-centric and market-driven approaches. Therefore business research needs to 

find new tools able to better fit the  needs of internationally oriented SMEs that can help them to 

implement high-risk and high-potential innovation ideas.  

SMEs must find new ways to think and act towards changes in how production, processes, 

services and marketing is managed at the international level.  

Among SMEs, family firms contribute significantly to improved living standards, and create a 

significant level of social, human and financial capital.    

In this scenario this International Workshop aims to address the global economic and social 

challenges  regarding all aspects of SMEs, shedding the light to the several systemic interactions 

between natural social and economic systems. 
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Examining the role of e-learning in 

promoting health awareness of young 

Internet users (Case study: Girl students of 

Allameh Tabataba’i University) 
 

Ali Asghar Kia 

Associate Professor of Allameh Tabataba’i University, Tehran, Iran 

 

ABSTRACT 

The extension of education, considering communities extensiveness, the need for permanent  

education of citizens, time limitations for them, a lack of physical space,  the costs of its 

construction and traffic problems have doubled the importance of  e-learning in today
' 
s society. 

The enhancement of effectiveness and efficiency of this method in education and training is 

another advantages of it, compared to traditional one. Health system can develop the internet 

using in healthcare field by creating suitable context and environment. 

This study was conducted using a survey in 1392 with the aim of examining the role of e-learning 

in raising health awareness of young internet users. The population of this study were 200 female 

students of Allameh Tabataba’i University. In this research, Based on Cochran formula, 130 

students has been selected as the sample size and for sample selection, random sampling has been 

used. 

Inferential findings of the study show that the main hypothesis of the researcher has been 

accepted: The findings of the research show that according to Uses & Gratification Theory, 

health messages and information of medical & health websites have important role in changing 

attitudes and health behavior of users; and compared to other media, a large number of their 

health information needs is met through them. In addition, based on a Elaboration Likelihood 

Model, respondents consider these messages and information as important factor for 

strengthening and maintaining their own optimal health and they use them for managing their 

own health.  

Keywords: E-Learning, Promoting Health Awareness, Internet Users, Health. 

REFERENCES 
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SMEs and online communities: how to find 

followers and make friends 
 

 

Ad van Iterson  

Associate Professor of Organization Studies, School of Business and Economics, Maastricht 

University, the Netherlands 

 

ABSTRACT 

The digital revolution has created new, largely virtual places for people to interact and to 

socialize, but also for entrepreneurs to start a new business. On the Internet, users can extract and 

add information about each other, communicate regardless of time and space, and come together 

over common interests to share their passion (Faraj, Jarvenpaa & Majchrzak, 2011; Dahlander & 

Frederiksen, 2012). Online communities are web spaces where people meet to disclose and 

discuss information on common interests such as popular brands (Faraj & Johnson, 2011). Users 

are progressively joining such online communities. They check reviews by other buyers before 

making purchasing decisions. They consult manuals of how to use, cleanse, or repair products. 

And they exchange their experiences with customer services (Fader & Winer, 2012). 

Business organizations are beginning to recognize the potential of such online user figurations to 

monitor preferences, enhance brand awareness, advertise new products, and react to user 

feedback (Nambisan & Baron, 2010). Especially SMEs organize, from their very start, all kinds 

of social media activities, amongst others to tap into online communities. A figuration, in the 

sociologist Norbert Elias’s definition, is a structure of mutually oriented and dependent people, 

with shifting asymmetrical power balances – in short, a nexus of human dependencies (Elias, 

2006). Formal (business) organizations, be they large firms or SMEs, are figurations, but 

networks are also sufficiently integrated to be labeled as figurations. As online communities can 

be seen as being between organizations (hierarchies) and networks, we believe that ‘figuration’ is 

a very suitable concept for our exploratory analysis. 

On the question of how firms can measure the impact of their social media activities, Hoffman 

and Fodor (2010) argue that the traditional ROI approach should be abandoned. Instead of 

measuring an enterprise’s investments, they advise entrepreneurs and managers to consider their 

users’ investments on firm-generated platforms, since most of the content is user-generated. 

Unquestionably, user-generated content is an vital source of innovation and competitive 

advantage for business enterprises (Baldwin & von Hippel, 2011; Fader & Winer, 2012). But 

firms also recognize the potential harm that online communities can bring to their reputation due 
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to the easy and rapid sharing of damaging information (Moe & Schweidel, 2012). Negative word-

of-mouth poses great risks to companies’ public image that they aim to control (Sonnier, 

McAlister & Rutz, 2011). 

To better control the opportunities and the threats, more and more enterprises decide to start their 

own online communities by creating accounts on Facebook, Twitter, Instagram, and related 

channels, for which they hire or consult experts in the field (Aula, 2010). The German federal 

association of online community management (BVCM) published the following definition of 

online community management on its blog, based on input from its members: “[Online] 

community management is the term for all methods and activities relating to the 

conceptualization, construction, management, operation, support and optimization of virtual 

communities as well as their equivalent outside virtual space.” (BVCM, 2010). 

By creating online communities, firms (partly) internalize figurations of firms’ representatives 

and users, who interact repeatedly, and who form a community of lived experience, but who 

don’t meet face-to-face. This internalization is especially relevant to SMEs, as, in a sense, their 

size can increase dramatically when they ‘add on’ such online activities and people. 

Interaction between SMEs and online community participants – being close and distant at the 

same time – might prompt the members of these figurations to find new ways to balance their 

emotional self-control and expression (Clegg & Iterson, 2013). The notions of emotional self-

control and expression are inspired by the civilization process research of the above-mentioned 

Norbert Elias (2012) and his followers (see Mennell 1989). Elias analyzed the concentration of 

power together with the increasing human interdependence in medieval and early modern French 

court society which led to dramatic changes in control over individual behavior. Whereas 

behavioral restraints of humans initially arose primarily from stark power imbalances, later on 

regulation was induced by the more impersonal coercions of larger and denser interdependency 

webs. Desired behavior was increasingly produced by individuals of their own accord. Elias 

labels this change as a shift from ‘social constraint’ to ‘self-constraint’: an “ingrained disposition 

to act, think, and feel in ways that are characterized by greater individuation and more empathy, 

and that are emotionally controlled, curbed, and refined, better able to postpone immediate 

gratifications”. However, we prefer ‘self-regulation’ over ‘self-constraint’, because in addition to 

acknowledging the repressive aspects of civility (cf. Muchembled 1988), ‘self-regulation’ also 

allows for accentuating its expressive aspect. We will speculate how self-regulation will take 

shape in SME-online communities figurations. This might positively affect SME’s HRM 

practices. 

Creating a Twitter account or a Facebook profile is only a first move for SMEs. I will  probably 

not lead to sustainable results. Crafting a viable online community strategy demands planning 

and expertise – hence the specialists who are sought after by a growing number of enterprises to 

become online community managers. These experts launch, guide, and maintain online 

discussion forums with a focus on all levels: strategic, operational, and technical. How they carry 
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out this work, however, has received only scant attention from academics and practitioners alike 

(BVCM, 2010). Our paper will lift the veil a little. 

We hope to advance our understanding of the emerging online community management of 

especially SMEs. We specifically zoom in on entrepreneurial representation tactics in the light of 

sophisticated self-regulation. How is the sustained marketing effort to successfully develop, run, 

and maintain online communities by SMEs to be organized? How can online community 

managers strike a balance between restraint and expression so as to create a dedicated group of 

productive followers and friends? 

Keywords: Marketing, Organizational systems, Business Innovation, HRM  
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Algorithm applied in the corporate 

sustainability 
 

Luciano Barcellos de Paula,  

PhD/Professor, CENTRUM Católica Graduate Business School,  

Pontificia Universidad Católica del Perú, Peru. 

 

Anna María Gil-Lafuente,  

PhD/Professor, Department of Economics and Business Organization,  

University of Barcelona, Spain. 

 

ABSTRACT 

Scientific studies indicate that stakeholder’s engagement is one of the most important points in 

the area of sustainability in business. From the stakeholder theory and logic fuzzy, we try to 

analyse corporate sustainability and materiality assessment developed in agreement with the 

guidelines of the Global Reporting Initiative G4. To accomplish the proposed objective we used 

“The Expertons Method” algorithm, which allows the aggregation of opinions of various experts 

on the subject and represents an important extension of fuzzy subsets for aggregation processes. 

At the end of our study, we present the results of using this algorithm, the contributions and 

future research. 

Keywords: Innovation, Corporate Sustainability, CSR, Stakeholder Engagement, Fuzzy Subsets. 
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The Ghost in the Production Machine. 

The Laws of Production Networks 
 

Piero Mella 

Professor, University of Pavia 
 

1. Introduction. A Change in Perspective. Productive Organizations vs. Production 

Networks 

To understand the formation and development of a Production Network, we must above all 

radically modify our ideas about the logic of “production as a process” in order to adopt the logic 

of “production as a network”. If we observe the economy from a sufficient height (Mella, 2012), 

we can realize that any kind of production flow is obtained not from individual production 

organizations but from a more or less widespread Production Network of interconnected 

production units all of which, consciously or not, are necessarily connected, interacting and 

cooperating in a coordinated way to combine and arrange, step by step, the factors, materials, 

components, manpower, machines and equipment to obtain flows of products – final goods, in 

particular – and to sell these where there is a demand for them. “The term networks refers to 

exchange relationships between multiple firms that are interacting with each other” (Wilson and 

Möller, 1995: p. 9; Hakansson and Snehota, 1994). 

For example, herds of sheep in New Zealand provide wool yarn in Wales, which becomes fabric 

in France and then clothes in Italy. The machinery for such productions are obtained in Germany, 

with electronic components from the USA and Japan and with mechanical equipment from the 

USA, Italy and hundreds of other producers of materials, components and components of 

components; and so on. This is a short, imaginary description of the production networks that 

allow thousands of people to wear a suit with jacket and pants like mine. However I note that this 

network must be integrated or coordinated e with two other complementary production networks, 

which are required to obtain cotton liners for the inside of the suit and the numerous buttons. And 

what about the completely different production networks for obtaining shoes, whine, cheese, 

detergents and hygiene goods? It is sufficient to enter in a Hypermarket to realize how many 

thousands of specific production networks operate to allow us to fill our shopping cart. 

From this perspective, any individual organization (for business or not for business, for profit or 

not for profit, public or private) can be observed as an input-output system, since it is connected 

to the network both upstream (inputs) and downstream (outputs). The global network that forms 

the production supersystem can nevertheless be usefully interpreted as a closed system, in that all 

the inputs and outputs of the production organizations-units are “produced” and “reproduced” 

over time within the network itself (Möller and Halinen, 1999). 

Despite differences in terminology, as well as in focus, between different researchers, there is a 

growing consensus around the idea that one of the most useful keys to understanding the 
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complexity of the global economy—especially its geographical complexity—is the concept of the 

network (Coe et al., 2008: 2). 

2. Six Characteristics of Network Nodes 

The production units in the network that carry out the micro production processes are the nodes 

(or modules) of the modular network, defined as an organized dynamic system whose elements, 

or organs, are represented by input-output modules, following the model shown in Fig. 1. There 

are no autonomous nodes: in the networks, all the nodes are dependent on others (Barabási, 2002) 

and form various-sized links.  

Fig. 1. The standard module of a Productive Network 

The stable production organizations, as network nodes, must possess at least the following 

characteristics (Wilber, 1995; Koestler, 1967): 

a. spontaneous genesis: from an external point of view, they arise spontaneously; 

b. intelligent behavior: they can evaluate their input and output flows and behave under the 

survival condition that the value of the output is not below that of the inputs in an appropriate 

period; 

c. self-affirmation and durability: through their own management they produce cognitive 

processes aimed at survival; in this sense, they are viable systems according to Beer’s definition 

(Beer 1979, 1981; Espejo & Harnden, 1989), and autopoietic systems as defined by Maturana snd 

Varela (1980); 

d. need to connect: production modules cannot exist in isolation; as a result, their natural 

tendency is to link up with other production organizations because this is necessary for survival;  

e. specialization: they tend to specialize their productive transformations and their products 

(Snow et al., 1992), limiting the range of possible processes and adopting only those required 

within the production network (Dyer, 1997);  

Revenues from Output 
RP[quantity, quality, price]A 

Efficiency 
measures 
ORA = RPA – CPA 

e[OA] = RP/CP 

Cost for Input 
CF[quantity, quality, price]A 

Demand 
for Output 

Demand 
for  Input 

NODE A 
 

[Cognition = 
management] 

 
Production Function 

F(QP) = [qF] QP 
 

pP = RP/QP]A cP = CP/QP]A 
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= Upstream 

Modules 

and 

Reservoir  

of Resources 
 

 

OUTPUT BASIN 
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and 
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FINANCIAL  
CAPITAL =  

K=D+E (quantity,  

quality, cost]A 
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f.  selfish behavior: organizations, in order to maintain their autonomy and viability over 

time, must behave in a way consistent with their individual and local interests; individualism and 

localism prevail in an organization’s behavior as a “natural” form of “selfishness”.  

An entity… is said to be altruistic if it behaves in such a way as to increase another such entity’s 

welfare at the expense of its own. Selfish behaviour has exactly the opposite effect. "Welfare" is 

defined as "chances of survival", even if the effect on actual life and death prospects is small 

[…]. (Dawkins, 1976: 4, 5). 

Condition f. is very strong; we must recognize that, considering the global problems of 

environmental sustainability (Senge et al. 2008, p. 11), the selfish behavior requires sustainable 

strategies; according to the World Commission on Environment and Development (the 

“Brundtland Commission”, 1987): “Sustainable development is development that meets the needs 

of the present without compromising the ability of future generations to meet their own needs”. 

Here are some evident characteristics of production networks perspective:  

i) to produce any good or service implies the existence of a network of processes and enterprises 

that produce materials, components and transformation machines of all types and complexity;  

ii) to acquire and consume means procuring an output network and obtaining a result derived 

from all the internal impulses and flows; 

iii) with our purchases and consumption we download the network but at the same time allow it 

to repeat the production cycles; 

iv) the network must be active in order to obtain its outputs; 

v) as consumers we need networks, but the networks also need us;  

vi)  the network functions only if resources are available to produce; 

vii) the network needs resources, but the resources need the network to be included in the 

transformation cycles; 

viii) the network operates continuously over time and does not have a precise reference space.  

3. The first 5 Rules of Selfish Behavior of Nodes in Production Networks   

It is not necessary to look further into how the nodes connect to a network. However, at the very 

least it must be assumed that management of these organizations, following its tendency to strive 

for self-affirmation and durability, must necessarily follow these “selfish rules”.  

RULE 1) – Reservoir of demand: the organization seeks (identifies or creates) a reservoir of 

demand compatible with its OUTPUT vector (volume, quality and price of the resulting 

production), under the condition of an intelligent behavior.  

RULE 2) – Increase in size: if it succeeds in connecting with a given reservoir of demand, the 

organization tries to attain the maximum size, in line with its INPUT vector (volume, quality and 

price of the utilized factors) and the available capital.  

RULE 3) – Readjustment of its OUTPUT vector: if it cannot connect to a reservoir of demand – or if 

the reservoir to which it is connected is no longer compatible with the processes carried out – 

then the organization must try to modify its OUTPUT vector by adapting its internal processes, in 

accordance with the INPUT vector and the available capital. 
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RULE 4) – Productive efficiency: in any event, the organization must always try to readjust its 

INPUT vector to reduce the unit cost of production; this implies the search for new resource 

reservoirs in order to reduce the unitary prices of factors and/or increase their quality. 

RULE 5) – Extinction: if the management (cognition activity) cannot connect the organization in a 

convenient manner to a reservoir of demand or modify its internal processes to the extent 

necessary to repeat its autopoietic processes, the organization is extinguished.     

4. A Brief Review of the Literature of Production Networks [provisional] 

A Production Network forms when several nodes, production organizations, connect to one 

another through their INPUT and OUTPUT according to the RULES of selfish survival. In this sense 

the following considerations refer to real or factual Productive Networks and are not limited to 

rational networks that derive from voluntary agreements among firms to pool together resources 

and skills in order to form holonic, virtual or extended enterprises (Davidow and Malone, 1992; 

Goldman et al., 1995; Huang et al., 2002). 

Real Production Networks have been the subject of a number of studies. For example, Michael 

Porter’s work on the Value Chain, where it is easy to discern the vision of the Productive 

Network when he considers the inevitable relations between different Value Chains (Porter, 

1985; Powell, 1990); or the related studies on Supply Chain Management (Mentzer, 2000; 

Copacino, 1997). More recently, though also from the managerial point of view, we have the 

studies on inter- and intra-firm holonic networks, where the holonic network is viewed as a new 

form of productive organization, voluntarily formed to manage complex businesses under 

conditions of extreme environmental variability and managerial complexity (Grandori and Soda, 

1995; Gulati, 1998; Goldman et al, 1995; Kinoshita et al, 1997).  

Other authors have considered productive networks as equivalent to supply chains (Andersen and 

Christensen, 2005; Dicken, 2003; Lazzarini et al., 2000). Many recent works have studied 

productive networks mainly from a geographical or geo-political perspective (Hess and Yeung, 

2006; Bathelt, 2006). However, there is no shortage of works that adopt a perspective more 

oriented toward an analysis of particular sub-networks (Amin, 2002; Smith et al., 2002; Bowen 

and Leinbach 2006). 

5. Five Additional Rules Regarding the Selfish Behavior of Nodes in Production Networks 

In order to survive, the organizations that make up the network must continually maintain or 

improve their performance by remodeling their connections according to a few additional simple 

rules of selfishness that can be summed up as follows (the numeration follows on from section 3).  

[Note: the time reference “t” must be appropriately specified in the various networks; The 

following symbols have been adopted: “→” indicates a serial connection; “║” indicates a 

parallel connection; “→O” indicates an organization which is a head node of an antecedent 

branch; “O→” indicates an organization which is a primal node of a successive branch]. 

RULE 6) – Serial connection: the organization OA(t), at time (t), appropriately connects to the 

organization OM(t) to form, at (t+1), the chain [OM(t+1) → OA(t+1)], if at the same time: 

 e[OA](t+1) ≥ e[OA](t), 

 e[OM(t+1) → OA(t+1)] ≥ e[OA](t), 

 e[OM](t+1) satisfactory for OM. 
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If OA should see its economic performance worsen, then the connection would not be 

advantageous and it would probably be convenient for OA to make and not to buy, or even to seek 

a connection with another organization that can offer it more adequate INPUTS (Williamson, 

1975, 1981; Dyer 1997). 

RULE 7) – Parallel connection: it is convenient for the organization OA(t) to split into two 

organizations OP(t+1) and OQ(t+1) if: 

I. e[OP](t+1) ≥ e[OA](t), and also: 

II. e[OQ](t+1) ≥ e[OA](t), and subordinate to this: 

III. e[OP(t+1) ║ OQ(t+1)] ≥ e[OA](t). 

This rule states that the break up is advantageous above all if it improves the economic efficiency 

of both the organizations that result from the disjunction. 

RULE 8) – Connection and disconnection of branches: the preceding rules can also be applied, 

with appropriate adaptations, to understanding the reconfigurations that follow from changes in 

the connections among branches in the Production Networks. According to RULE 6), the 

organization [→OM(t)], at time t, and thus the underlying chain, appropriately connects to the 

organization [OA(t)→], and thus to the successive chain, in order to form the new chain 

[→OM(t+1) →OA(t+1)→] if at the same time:  

I. e[→OM](t+1) ≥ →e[OM](t), and also: 

II. e[OA](t+1)→ ≥ e[OA](t)→. 

RULE 9) – Incorporation and merger: the preceding rules can also be inversely applied to justify 

the incorporation and merger among organizations or branches. The incorporation transforms the 

chain [OM(t+1) → OA(t+1)] into the single organization O[M&A](t+1). The merger transforms the 

parallel organizations [OP(t) ║ OQ(t)] into the unitary organization O[P&Q](t+1). Mergers and 

incorporations imply an increase in the economic efficiency of the new and larger organization 

with respect to that of the incorporated or merged organizations, considered individually or 

together. 

RULE 10) – Competition and collaboration: the preceding rules, with appropriate adaptations, are 

valid for the competitive and collaborative behavior between organizations and the antecedent 

subtended branches. In principle [→OA] and [→OB] compete if, having the same potential 

demand reservoir, under RULE 2) they want to increase their size in order to maintain or increase 

their economic efficiency; they collaborate if, based on RULE 4), the collaboration improves their 

INPUT vector by increasing productive efficiency. We can also imagine a collaboration between 

[→OA] and [→OB] to improve their OUTPUT vector (which also appears as part of the INPUT 

vector of successive organizations), but this collaboration would not be easily accepted by the 

successive organizations, since RULE 4) states that they would not accept a worsening of their 

INPUT vector. 

6. Five “Laws of Production Networks”  

If we assume that organizations-nodes – consciously or not – follow the selfish RULES of 

behavior 1) to 10) above (sections 3 and 5), then we can deduce several typical trends, or general 
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behavioral schema, referred to here as laws of Production Networks, in order to highlight their 

apparent inevitability and cogency 

FIRST LAW: Production Networks tend to expand their processes. 

This law states that Production Networks tend to increase in depth (vertical expansion), in width 

(horizontal expansion), and in their ramification. The law is supported by the characteristics of 

the organizations – spontaneous genesis and tendency to connect – as much as by the basic 

RULES of behavior.  

SECOND LAW: Productive networks tend to combine with other complementary and instrumental 

networks in order to function 

Here are the most relevant of such networks (which are touched on only): 

a. the information network (more generally, the network of Information and Communications 

Technology) that allows producers and consumers to exchange information about needs, products 

and services (Hess and Coe, 2006); 

b. the logistics network, which is needed so that the flow of resources can reach all the nodes 

of the network (Hesse and Rodrigue, 2006); 

c. the financial-insurance network, which directs capital to those points in the network with 

the highest efficiency and quality; with the creation of electronic money, this network is arguably 

the first to reach a global level;  

d. last but not least, the very relevant network of scientific and technological research. 

A production network integrated with these complementary and instrumental networks for its 

functioning can be called an “Integrated Production Network”, or “Global Production Machine”. 

THIRD LAW: Production Networks have their own inertia that depends on their size and that 

always delays their adjustment to changing demand. 

A long-lasting fall in consumption creates stress for networks. When an organization is forced to 

cease its activities, it is not only the different links in the network that are affected but all the 

links connected to it. Gaps and broken links form that cannot be repaired in a short time. 

Nevertheless, the network tends to survive, seeking to fix the gaps, substituting old links with 

new ones and expanding elsewhere. 

FOURTH LAW: Production Networks are resilient networks that tend to continue on as if they 

were living entities  

A Production Network is resilient because it is capable of resisting deformation or dynamic 

breakage and of returning to its original form after deformation. Production Networks can 

withstand damaging events and a lack of resources. They replace nodes with other ones and 

repair the damage (natural calamities cause damage that is immediately repaired to restore the 

functionality of the destroyed links); they replace parts that do not improve (inefficient 
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organizations that cease their activities and others that are created and produce patents, 

inventions and know-how); and they are strengthened through the creation of political and 

legislative superstructures that favor their existence, improvement and expansion. In other words, 

they try to survive (Ellison et al., 1997). 

FIFTH LAW: Production Networks tend to increase the quality of their performance through a 

non-linear cumulative process 

This law derives from the tendency of organizations to improve their input and output vectors and 

from the general property of Production Networks to spread their individual improvements. All 

organizations, in order to improve their input and output vectors, produce innovations and make 

discoveries and inventions that, if useful, spread simultaneously to all branches of the network, 

though with differing intensity, thereby involving the most distant and unforeseen ramifications 

(Schilling, 2000). 

COROLLARY: the improvement in the quality of the network’s performance is permanent and 

cumulative, thus path-dependent and non-linear, and in general exponential,  

7. Conclusion. Toward the Big Production Machine 

Productive Networks are found wherever man acts to satisfy his needs and aspirations (Thorelli, 

1986). They represent the system for the efficient transformation and accumulation of resources 

to obtain goods and services to satisfy a demand for final consumption.  

The different production networks in existence today are connecting and integrating and will 

become a unique Global production network (Krempel and Plümper, 2002); the Laws that govern 

these networks theorize that this is necessary. 

A global production network is one whose interconnected nodes and links extend spatially 

across national boundaries and, in so doing, integrates parts of disparate national and sub-

national territories (Coe, Dicken, Hess, 2008, sect. 2). 

When all networks are connected in a single large production network, when the world is a single 

production machine for obtaining consumer goods, then a true Integrated Production Machine 

will have been achieved. I call this network as the Big Production Machine. 

Paraphrasing Koestler (1967), it seems there truly is a ghost in the production machine whose 

invisible hand – acting on the individual nodes of the Productive Network – determines 

increasing levels of productivity and quality; increases the quality and quantity of satisfied needs 

and aspirations; and reduces the burden of labor, thereby producing ever higher levels of progress 

in the entire Production Network. There is nothing metaphysical about this evolution: it is 

produced and governed by the laws of Production Networks (Mella, 2009).  

There is no consumption without production; but, conversely, there is no production without 

consumption (Powell, 1990). Consumption and production are inseparable, but one thing is 

certain: the networks can guide consumption, but only faith in the future can feed the necessary 

flow of consumption to maintain and expand the production networks. Will networks continue to 

expand to form a “Global Production Machine” which covers the entire globe? In principle, we 
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can assume from the Laws of Networks that the answer is inevitably: “YES”. This “YES” contains 

the true significance of economic globalization. 

Keywords: production network; autopoietic system; rules of selfishness in production networks; 

laws of production networks; holonic networks; Big Machine; Production Machine 
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ABSTRACT 

The objective of this paper is to analyse the linkages between sustainable development of urban 

ecosystems in the principles of smart economy and the role of SMEs in addressing such a 

challenge, as well as the inherent opportunities. 

Within a framework globally characterized by a deep crisis, which has wiped away decades of 

economic and social progress, Europe is facing the challenge of adopting a comprehensive 

holistic approach of growth within which the smart sustainable policy paradigm based on 

knowledge, innovation and social inclusion is becoming more and more important.  

Smart, sustainable and inclusive growth represents today the key goal of several EU initiatives 

and programmes launched within the 10-year European economic strategy called Europe 2020. 

This long-term strategy reflects a vision for European development where these three new 

paradigms act simultaneously and are mutually reinforced. Knowledge and innovation, in fact, 

act as tools for promoting a more resource efficient, greener and more competitive economy able 

to foster both social and territorial cohesions in a high-employment economy. 

Emerging European experiences of smart ecosystems, especially at urban level, provide several 

examples of projects that not only envisage a responsible use of natural resources, but also 

integrate new technologies and innovation for generating an improved environment, better  living 

standards to all citizens, higher levels of inclusion and more opportunities for business innovation 

and effective collaboration between organizations of all sizes, including SMEs and startups.   

As the holistic smart approach of sustainable development combines knowledge and creativity 

with technology-based innovation to support the ecosystems which promote a high-quality 

environment, an increased energy security, social cohesion and social inclusion through inclusive 

strategies, technological smart solutions in urban planning, architecture, infrastructure, services, 
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ICT and social projects open enormous opportunities for SMEs to innovate  and to take part in 

smart ecosystems able to integrate the three dimension of sustainability: economic sustainability, 

environmental sustainability and social sustainability. 

In this context, the paper examines the role of SMEs and business developing opportunities 

generated by a smart urban project from Italy, and considers the smart economic growth 

paradigm as a solution for the negative externalities generated by the traditional models of 

economic growth, as it involves four forms of capital accumulation that drive both the economic 

and the social progress: human or knowledge capital; physical capital; natural or environmental 

capital and social capital.  

The urban project used as a basis of analysis in our paper represents the first example of smart 

square, a public space located in Turin, totally re-designed, which integrates creativity,  

innovation and smart technology with the goal to promote environmental development, social 

inclusion, citizens’ well-being as well as city's smartness. 

Examining how SMEs are addressing the challenges and the opportunities generated by Turin's 

smart square, the paper offers valuable insights on the role of SMEs is such projects that modern 

cities need so much in order to become smarter, competitive and sustainable at the same time 

(Campbell, 2009; Ishkineeva, Ishkineeva and Akhmetova, 2015; Lombardi et al, 2012; 

Monfaredzadeh and Berardi, 2015), in order to nourish the so called “civilizational 

competencies” which promote a positive evolution of the city (Freire, 2007; Winters, 2011; Zait, 

2016).   

Keywords: Smart city, Urban ecosystem,  Sustainable development, Innovative SMEs, SMEs 

development. 
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ABSTRACT 

Country of origin effect always attracted scholars and managers; it is a useful way – especially 

for SMEs – to promote products abroad and to communicate. Scholars investigated the tie 

between products and ‘territories of origin’ and they elaborated on it from different perspectives: 

a focus on definitions (Nebenzahl et al., 1997), the effect on consumer behaviour (Schooler, 

1965) and the actions to gain competitive advantage (De Chiara, 2012). 

Recently, the debate on territory has been really crucial and nowadays it seems even more 

relevant, due to the trend of carrying back some foreign investments and because of the 

contribution of new media, too. Country of origin effect and social media are affecting brand and 

its perception in consumers’ sphere; anyway, the huge development of social media did not lead 

to an adequate attention to its ties with country of origin effect, especially as it concerns empirical 

evidences.  

This paper pays attention to the linkage between country of origin effect and social media in the 

communication choices, to shed some more light on the consequences on international marketing, 

with specific reference to branding. Thus, the paper is structured as it follows: after reviewing 

literature on country of origin effect and social media and their ties with branding, the aim is 

proposed together with methodology; finally, findings from case studies are proposed leading to 

conclusions for both scholars and managers. 

Keywords: Country of origin effect, branding, reshoring, social media, communication 
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ABSTRACT 

Small- and medium-sized enterprises (SMEs) play a key role in the EU economy. According to a 

recent “SME performance review” published by the European Commission, in 2014 there were 

22 million SMEs active in the non-financial business sectors, generating more than €3.7 trillion 

in added value and employing approximately 90 million people. Against this background, 

enhancing the competitiveness of European SMEs is essential to foster the competitiveness of the 

EU economy. Since the competitiveness of European SMEs in the global arena largely depends 

on their ability to innovate, unlocking the innovation potential of SMEs becomes pivotal to 

fostering growth and jobs in Europe. 

However, SMEs dispose of limited resources and have constrained possibilities for inhouse 

development of knowledge, technology, and innovations. The development of innovations can be 

facilitated if SMEs decide to collaborate with external actors to access the resources necessary for 

innovation (Zahra et al. 2009; Brouthers et al. 2015). The theoretical reasons why SMEs try to 

gain access to valuable resources via research partnerships can be explained through the resource-
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based view (RBV) of the firm (Das and Teng 2000). The idea underlying this view is that a firm’s 

unique resources help to create its competitive advantage (Wernerfelt 1984). 

Resources can be defined as (tangible and intangible) physical, human, financial and 

organizational assets that can be used to implement value-creating strategies. R&D collaborations 

imply that resources are exchanged between partners (Ahuja 2000), thus the RBV is a valuable 

theoretical ground in our context. 

The EU support SMEs access to resources also through Horizon 2020, a completely new type of 

research program for the EU, designed to deliver results that improve people's lives. It also 

includes a dedicated SME instrument for supporting close-to-market activities, with the aim to 

give a strong boost to breakthrough innovation. The main target of such instrument are highly 

innovative SMEs with a clear commercial ambition and a potential for high growth and 

internationalization. 

However, the decision of an SME to enter research partnerships imply its ability to find 

appropriate partner organizations in the EU (on the basis of cognitive, social, institutional, 

organizational, and geographical proximity, which may either promote or hamper collaboration). 

In fact, not only resources do play a role, but also the match between partners affect the 

participation and the effective collaboration in research programs on topics predefined by the EU. 

Through resources exchange, partners can gain access to the resources they require to innovate 

and share resources and risks with others. Receiving and sharing such resources may form 

incentives for firms to collaborate in EU research programs (Bach et al. 2014). However, if on the 

one hand the factors identified above can potentially induce SMEs to participate in collaborative 

EU research programs, on the other hand a lack of resources can also represent potential barriers 

for their participation in such programs (Gilmore et al. 2013). 

Finally, the decision to participate in EU research program also imply that SMEs are able to 

develop, together with partners, a research proposal to be submitted and evaluated. Such 

development could be not easy, particularly for SMEs, being recognized as a complex task and 

given the shortage amount of financial resources compared with the number of proposal 

submitted. Thus, despite representing an outstanding opportunity for SMEs growth, participating 

in EU research program is challenging. 

The focus of the present research is on the evaluation of the perception of SME instruments. Our 

basic idea is that an in-depth understanding of the perception of SME instruments could be 

crucial both for SMEs and policy makers. On the one hand, SMEs can use this analysis to 

identify the critical success factors related to EU research program, thus deciding to invest in 

specific activities, and foster their understanding of the peculiarities of the instrument itself. On 

the other hand, measuring and analyzing how SMEs perceive these policies can lead politicians to 

identify the way to improve such policies, according to the weakness and the barriers highlighted 

by the analysis, together with a validation of other successful measures that has been developed 

and that do not require significant adjustments. 
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The novelty of our approach can be attributed to the data considered in the analysis as well as to 

the method developed for this specific purpose. In terms of data, we decide to rely only on 

information extracted from the web. The ‘Web 2.0’ Internet has deeply transformed the way 

people access information and manifest their opinions about almost all possible topics (Cambria 

et al., 2013). In order to collect the majority of such web voice, it should be considered not only 

sites, forums and blogs but also social media platforms (e.g. Facebook.com and Twitter.com) that 

have brought about a social-media revolution of the Internet, leading to an economy revolving 

around social media labeled as ‘socialnomics’ (Qualman, 2009; Mariani et al., 2016). Social 

media facilitate and stimulate user-generated content (UGC) such as short-messages (e.g. tweets) 

photos, videos, or reviews (Wenger, 2008) and are broadly used (White and White, 2007).  

We decide to focus our attention on the web voice, a significantly new approach that is gaining 

momentum in the scientific literature (Cambria et al., 2013). However, despite growing interest in 

methods aiming at investigating what can be extrapolated from online data, no research exists 

dealing with the development of a method that can measure the online perception deriving to a 

given funding and supporting instrument for innovation. Our study tries fill this gap.  

OBJECTIVE 

In this study, we attempt to address the shortcomings in the existing literature on the topic, thus 

developing a method aimed at extrapolating the perception of SME instrument starting from the 

web voice. Moreover, we would apply it in an exemplar analysis, in order to show its potential in 

real applications. 

METHOD DEVELOPMENT 

The method developed is based on different phases as summarized in the following and then 

briefly explained. 

1. Web scraping (data extraction); 

2. Pre-processing; 

3. Social network analysis; 

4. Data mining. 

 

1. Web scraping (data extraction) 

Using an online platform, online data deriving from sites, blog, forum, and social media are 

identified and stored in a database. The identification of relevant data is based on the 

development of a complex query that limits results only to relevant data related to the topic. 

2. Pre-processing 
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The gathered data are now filtered and cleaned, in order to obtain a unique CSV file. To do this, 

they need to be pre-processed, in order to delete useless characters/symbols (like the # for Twitter 

posts) and to correct typos or “slang text”, which can lead to misinterpretations in the last phase. 

3. Social network analysis 

This specific feature is available only for data deriving from Twitter, as it is possible to derive 

both the latitude and the longitude from where each user has posted his tweets (where available), 

and connections among users. Based on these data and through specific network analysis tools, 

the social network for this specific topic could be developed, both with and without geo-tagged 

information. At this stage, through the implementation of social network analysis methodologies 

(based, among the others, on variables like proximity, node’s centrality, and in-degree and out-

degree levels) significant information about the existence of various subnetworks or of key 

influencers could be derived. 

4. Data mining 

The output of phase 2 (pre-processing) represents the basis for several analyses. At this stage, 

data deriving from Twitter (which has been processed in phase 3 and is available in subnetworks) 

can be analyzed at the sub-network level, while data deriving from other sources (blogs, forums, 

Facebook) can be analyzed without sub-network consideration. At this stage, it is possible to:  

derive the main influencers, which can be people, institutional pages, blogs, etc.; 

identify the main topics debated online, for example the incentives offered by SME 

instruments, the main barriers emerged in the past, etc.; 

perform sentiment analysis through machine learning algorithms, aimed at understanding the 

perception and feeling associated to each topic; 

only for data deriving from phase 3 (Twitter data in the form of sub-networks), perform all 

the above-mentioned analyses at the sub-network level, based both on social network analysis 

classification and on geo-localization clustering. 

 

 

PRELIMINARY RESULTS 

The following results are based on a preliminary analysis aimed at showing which outcomes can 

be derived from the implementation of the method developed for extrapolating perceptions 

related to SME instrument. Figure 1 shows a geo-localized social network based on results 

deriving from Twitter. Blue and red nodes indicate positive and negative tweets respectively 

(neutral tweets were disabled for this specific analysis), while magenta arcs indicate relationships 

within users. 



 

BOOK OF ABSTRACTS-  

BSLab  International Workshop- Roma, 2017 

ISBN: 9788890824241 

 

 
24 

 

Figure 1. Preliminary social network with geo-localized tweets. 

 

Figure 2 shows a preliminary social network with sub-networks and analyses at the subnetwork 

level. Different colors identify different sub-networks, while nodes’ dimensions (larger or 

smaller) help to identify influencers for each sub-network. Moreover, for each sub-network, it is 

possible to derive the main topics debated and their sentiment (positive, negative or neutral). 

Such analysis allows the identification of countries in which the topic has generated, for example, 

numerous negative posts, thus making possible an investigation at a country level. 

 

Figure 2. Preliminary social network with sub-networks and analyses at the sub-network level. 

 

Finally, we show some example of posts extracted from the web through the method developed, 

in order to increase the understanding of our study. 

Examples from the web 

“… SMEs: i) are often unaware of the (complex system of) existing support schemes; ii) face 

substantial obstacles in drafting convincing proposals due to limited time and resources and 
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inadequate access to skills and knowledge (including linguistic skills); iii) have considerable 

difficulties in finding partners and in building and managing international consortia; iv) have 

limited access to finance to complement EU funds when required (e.g. in Innovation Actions and 

SME Instrument)…”  

“… the selection criterion related to the operational capacity, which requires that applicants have 

the professional competencies and qualifications needed to complete the proposed action or work 

programme, may represent another obstacle for SMEs, especially for newcomers that are not able 

to invest in large teams or infrastructure before getting funded…” 

“…the ‘SME instrument’ might end up discouraging cooperation since it does not allow the 

submission and/or implementation of two or more projects at the same time by the same 

applicant. 

In other words, SMEs are less willing to join consortia as ‘minority’ partners under this 

instrument, 

since they would then risk losing the opportunity to submit their ‘own’ project in the future. This, 

in turn, might negatively affect the quality of participation…” 

Examples from Facebook 

“SME instruments on biotechnologies. Italy = 0” 

“There is no shortcut to success in SME instrument. Only hard work, underpinned with 

groundbreaking idea, clear go-to market strategy and team efforts - all wrapped up in 

breathtaking 

vision of better future” 

“Enter srl and DRTech srl are amongst the few SME Instrument 2nd phase champions 

representing Italy and the food sector” 

Examples from Twitter 

“#H2020 #SMEInstrument: over €100M for #energy #innovation in SMEs across Europe 

http://europa.eu/!VH48Gv #energyefficiency @H2020EE” 

“71 innovative small businesses will get €103.8 million under #SMEinstrument Phase 2 

http://europa.eu/!tT76Rw #H2020 #investEU” 

 

Keywords: SME instrument, online perception, method, opinion mining. 
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ABSTRACT 

The marketing is essential, it is one of the most important elements for every company that aim to 

be competitive in the ongoing turbulent environment (Porter, 1989; Grönroos, 1990; Kotler et al., 

2014; Walletzky, 2014) and it can be considered a relevant lever on which act to ensure the 

survival of every organized entity (Urde, 1994; Naidoo, 2010; Barile et al., 2014; Del Giudce et 

al., 2016). Accordingly, along the time the marketing has attracted an increasing attention from 

researchers and practitioners active in multiple research fields (Dibb, 2005). Multiple 

contributions have been provided in terms of ’new’ marketing approaches, models, tools, and 

instruments direct to better explain social and economic dynamics with the aim to improve 

companies’ performance.  

 One of basic pillars on which modern marketing is based is the Marketing Mix. It has been 

formalized in the 60-ties of 20 century in terms of 4P (Product, Price, Placement, Promotion) 

(McCarthy, 1960) and it still represents a relevant part of many curricula of marketing courses.  

 In the last decades several enlargements and/or modifications of traditional marketing mix have 

been proposed with the aim to ’adapt’ its general framework to specific contexts, domains, and 

situation. Building upon these reflections the paper focuses the attention on the service domain 

where the original marketing mix was enlarged to 7P (Zeithaml, 2006), presented as Service 

Marketing Mix. The enlargement is based in three more Ps:  

- People = All stakeholders that are in touch with the product  

- Physical Evidence = How customers recognize your product on the market  

- Process = How the product or the service is delivered  

 Despite the relevant advancement in knowledge provided by this ’extension’ in terms of better 

understanding of service domain, the paper states that it cannot be considered enough to full 

explain service logics and dynamics. Accordingly, the paper underlines that the Service 
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Marketing Mix is still strong affected by a product dominant logic and by a tangible view of 

market and relationships.  

 Focusing the attention on the customer perspective, the paper underlines that a more holistic 

approach can be identified in Lauterborn (1990), where 4C are defined with the aim to shift the 

attention from the product to the customer. According to Lauterborn (1990), the 4C are:  

- Customer = Customer wants and needs  

- Costs = All expenses customer must pay to get the value  

- Convenience = How comfortable the customer feels  

- Communication = How do we communicate with the customer, how we get the feedback. 

Thanks to this contribution, some interesting elements of reflections can be identified in the light 

of the recent advancements in knowledge proposed by the Systems Thinking (Beer, 1979; Emery, 

1969; Espejo, 1994; Forrester, 1994; Weinberg, 2011; Barile et al., 2012; Saviano and Caputo, 

2012; Di Nauta et al., 2015) and the Service Dominant Logic (Lusch and Vargo, 2006; Vargo and 

Lusch, 2004; Barile and Polese, 2009; Merz et al., 2009; Caputo et al., 2016).  

 With the aim to support an effective application of all these contributions in the field of IT 

companies, the paper proposes a brief literature review about marketing approaches in IT 

companies and it shows the few attention paid by consolidated views of Marketing Mix to the 

Information and Communication Technology (ICT). In such a line, the paper underlines that in 

consolidated marketing view, ICT is only considered as tool or channel for information, service 

and product distribution (Caputo and Walletzky, 2017; Caputo et al., 2017a; Caputo et al., 

2017b).  

 With the aim to bridge this gap, in 2014 there were proposed a new version of 7C Marketing mix 

under the name of Service Oriented Marketing Mix (Walletzky, 2014). This ’new’ version of mix 

aimed to underline the role of the services focusing the attention on the IT domain. The Service 

Oriented Marketing Mix focuses the attention on the customer emphasizing the role of ITC in 

ensuring the engagement and the value co-creation. This approach added the following three Cs 

to Lauterborn’s model:  

- Community = How the company is building its community. Contains not only real 

communities (similar to People in 7P), but also virtual communities in social networks.  

- Channels = How the information, knowledge and other elements are distributed.  

- Co-creation = How the customer is involved into the service creation. It is similar to 

Process, but it is directly customer oriented.  

 From 2014 to 2017 7C marketing mix was applied in several IT companies in the city of Brno in 

Czech Republic offering several evidences about the applicability and the utility of Service 

Oriented Marketing Mix. Building upon this, the paper reports some applications of Service 

Oriented Marketing Mix in the IT companies located in Brno in Czech Republic with the aim to 
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investigate its opportunities and limits. Afterworld, the main findings and consequential 

conclusions will be presented in the paper.  

Keywords: Service Marketing Mix, Service Logic, Systems Thinking, Information and 

Communication Technology. 
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ABSTRACT 

In the framework of a knowledge-based economy, the intellectual capital (IC) has progressively 

become one of the most important intangible assets of a competitive organization. As a dynamic 

construct, IC has known different approaches over time, Adriessen (2004), Roos et al. (2005), 

Brătianu (2007, 2013), Johnson et al. (2011), Vătămănescu et al. (2016a), etc. bringing to the fore 

its value as a source of competitive advantage, liable to catalyze the organization’s adjustment to 

a consistently-changing environment (Ammann, 2010). In this front, the organization’s 

competitive endeavors are often related to leveraging different dimensions of IC in response to 

the market challenges and exigencies.  

Despite the wide spectrum of conceptualizations and operationalizations of IC, three main 

components are generally defined in the specialized literature, as Dean and Kretschmer (2007) 

mention. To start with, the human capital depicts the intelligence of the employees, of a highly-

skilled workforce which may be valued as a source of innovation and whose dynamic capabilities 

push the organization towards renewal and development (Bontis, 1998). Secondly, the structural 

capital integrates “all the non-human storehouses of knowledge in organizations” – e.g., charts, 

databases, strategies, processes, operations, manuals, etc. (Bontis, 1998: 88). Thirdly, the 

relational capital refers to a myriad of relationship types with all the relevant stakeholders, both 

internal and external. In line with Hormiga et al.’s (2011) and Vătămănescu et al.’s (2016a, 2017) 

approaches, the relational capital is indicative of organizations’ representation as dynamic open 

systems, highly connected with the environment of reference. This makes relational capital the 
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most salient and compelling organizational resource, as it purposefully engenders relationship 

networks with all key parties.  

That being the case, it is in this particular point that the current paper intends to elaborate on the 

IC framework, laying emphasis on the relational capital dynamics and on the competitive 

advantage in small and medium-sized enterprises (SMEs).  

The choice for SMEs investigation relies on several theoretical and empirical arguments. On the 

one hand, as Ocloo et al. (2014, p. 2) firmly posit “it is widely recognized that Small and Medium 

Scale Enterprises (SMEs) form the backbone of the private sector at all levels of developing 

countries”, a reality which claims the researchers’ proper consideration. On the other hand, 

nowadays, SMEs set themselves up as main actors when discussing business relationships in 

terms of organizational survival or competitiveness. The increasingly-demanding business 

contexts call for both adaptive and proactive actions with a view to maintain competitiveness and 

harnessing relation capital emerges as a portal towards efficiency (Vătămănescu et al., 2016b; 

Soto-Acosta et al., 2016; Vătămănescu et al., 2017). 

Managers who run SMEs have to handle complex pressures – e.g. competitors’ and personal 

strategies, market selection, reconsideration and reconfiguration of goods, services and policies, 

dynamic operational and tactical flows, managerial contingencies, etc. At this level, SMEs are 

often faced with similar challenges as the large corporations although they cannot compete in 

terms of resources and dynamic capabilities. They are forced to identify and capitalize 

opportunities and to mitigate risks by exploiting the intangible assets to a great extent because 

this is the key point for stepping forward towards the competitive advantage (Soto-Acosta et al., 

2016; Vătămănescu et al., 2017). 

Starting from these prerequisites, the focus of the paper is on Romanian small and medium-sized 

enterprises (SMEs), operating in the services sector and on their perspective on leveraging 

relational capital in order to become more competitive in their specialized fields. 102 SMEs 

managers were invited to participate in a questionnaire-based survey, assuming their positions as 

key informants for the represented organizations.   

 

Keywords: Intellectual Capital, Relational Capital, SMEs, Competitiveness, Dynamics. 
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ABSTRACT 

In recent years the prediction of corporate bankruptcy has been of considerable interest to 

researchers and business academics, mostly after the crisis that affected financial markets in 

2008. Italian manufacturing companies have quickly worsened their economic and financial 

conditions after 2008 and corporate crises became more frequently (Ferretti et al., 2016). The 

recession sharpened the pre-existing financial economics imbalances of many firms (Bonaccorsi 

di Patti et al., 2015, Molina, 2005). Firms with high level of financial debts at the beginning of 

the recession had higher probability to deteriorate their credit quality and therefore, leverage was 

a powerful amplifier of macroeconomic shocks.  

Many factors such as wrong investment decisions, financial fragility, macroeconomic shocks, 

poor investment environment, poor decision making or lack of planning can cause corporate 

financial distress. However, finance fragility is one of the primary challenges that small and 

medium businesses have to face to. Bankruptcy firms’ is one of the most investigated topics in 

economics and finance and the empirical approach to failures prediction has recently captured 

more attention from financial and academic institutions, mainly due to the increasing availability 

of firm level (micro) data.  

The aim of the present paper is to better understand the phenomenon that leads to bankrupt and to 

obtain more accurate forecasts of corporate bankruptcy, providing useful information and 
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instruments to all stakeholders, such as bankers, managers, creditors, investors, regulators and 

even the general public.  

Early essays to predict corporate insolvency in a univariate context used the financial ratio 

(Beaver, 1966), that was later extended by Altman (1968) to the multivariate approach based on 

discriminant analysis. More recently, in addition to the multivariate discriminant analysis, 

different statistical approaches have been applied, such as logit or probit models (Ohlson, 1980;  

Jones et al., 2017 ) and classification trees (Wilson and Sharda, 1994; Cashin and Dattagupta, 

2008; Zhang and Singer, 2010) and currently, the methods to predict corporate failure are 

consistently improving.  

However, potential contagion effects on interconnected firms, generated for example by chain 

reactions, are often neglected in literature and liquidity tensions and internal imbalances that are 

expected to have a positive spatial effect on neighbour firms, are not properly explained by 

standard models. While an extensive literature on distressed firms has emerged in the recent years 

(Brunello and Langella, 2016; Jacobson and von Schedvin, 2015; Jones et al., 2017), spatial 

modeling techniques to predict risk of default has been rarely applied.  

The main goal of this paper is, therefore, to find a better empirical forecasting model to 

understand why firms become insolvent, especially during a recessionary phase, when liquidity 

tensions arise, by analyzing the spatial contagion effects between firms. The spatial dimension is 

a necessary element of our analysis, because we are interested in spatial patterns and spatial 

effects (Anselin, 1988).  

In the present paper we apply the proposed bankruptcy spatial models (autologistic regression 

and logistic regression trees) on the manufacturing firms in the Labour Market Areas (LMA) of 

Marche (Italy) region, to identify the probability of the firms to survive or to fail and exit from 

the market in two different periods: 2008-2012 and 2013-2016. In this way we are able to better 

understand the bankruptcy phenomenon during recession and after-recession periods.  

The sample is composed by 1900 manufacturing companies localized in the Local Market Areas 

of the Marche (Italy) region and divided in two groups: bankrupted and solvent firms. The 

insolvency event is classified as a binary outcome dependent variable, with “0” for a firm that is 

insolvent and “1” for non-failed firms. 

For both, insolvent and non failed firms, we examined some financial variables in the three years 

prior of bankruptcy, namely when the firms were “healthy” (Ferretti et al., 2016; Jones et al., 

2017). Consistent with many empirical studies (Beaver, 1966; Altman, 1968; Lau 1987; Jones et 

al. 2017), we consider the following financial variables: the index of profitability ROA (Return 

On Assets), the index of liquidity, i.e. current ratio, and the index of debt. The use of accounting-

based measures has been shown to have predictive power in business insolvency (Jones et al, 

2017, p. 10).  

The autologistic model is a generalization to spatial data of the standard logistic model for 

independent binary data. Ordinary logistic regression models are commonly used to select the 
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driving factors of bankrupt insolvency. It assumes that the data are statistically independent and 

identically distributed, namely it is assumed that observations made in one region are 

independent of observations in other regions. This assumption does not take into account of the 

spatial autocorrelation existing in the spatial process of corporate bankruptcy. However, the 

corporate bankrupt and localization firms have the tendency to be spatial dependent.  According 

to Tobler’s First Law of Geography, in geographically referenced data, all units of analysis are 

interrelated “but near things are more related than distant things” (Tobler 1970, p. 236). With 

spatial autocorrelation being ignored, the importance of explanatory variables might be 

overestimated (Overmars et al., 2003). The autologistic model proposed by Besag (1974) 

incorporating the spatial autocorrelation factor into the ordinary logistic model could solve the 

problem of the spatial autocorrelation in case of geographical observations.  

In order to detect more proprely the complex nature of spatial variation we need also to consider  

spatial heterogeneity (Getis and Ord, 1992; Anselin, 1995). Spatial heterogeneity implies that 

model varies with location, namely functional forms and parameters are not homogeneous 

throughout the data set (Fotheringham et al., 2002). To analyse spatial heterogeneity, we 

introduce a new algorithm that combines logistic standard regression and tree decision methods 

(Rusch et al, 2013). 

The main findings of our application confirm the presence of spatial dependence in bankruptcy 

analysis and its inclusion will improve the goodness of fit of the logistic regression model and 

avoid misspecification problems, in both analysed periods. The presence of spatial dependence 

confirms the transmission effects of corporate bankruptcy within the LMA of Marche region. 

According to estimation results, the corporate bankruptcy is affected by the liquidity and debt 

ratio of the firms and by spatial neighborhood effects. The parameter that measures the spatial 

dependence can be interpreted in favour of a positive contagion effect between the firms, namely 

the spatial shock propagation is statistically significant. 

Moreover, the outcomes clearly confirm that heterogeneity must be always taken into account.  

The different local homogenous clusters seem to appear more reasonable in explaining the 

bankruptcy-solvency probability of our analysed firms in the Marche area.  

 

Keywords: bankrupt, financial crisis, local market areas, spatial dependence, heterogeneity. 
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ABSTRACT 

In year 2009 the Italian Government introduced a formal agreement between firms, namely the 

“contratto di rete” (business network contract, BNC), aimed at improving firms’ competitiveness 

and their innovative attitudes. BNC is a medium-term agreement among firms and can be signed 

between firms located in different areas of the country. The characteristics and structure of BNC 

should improve and intensify interaction between the firms signing it. In particular, BNC have to 

include specific contents, like the definition of their strategic and operative program, the 

specification of the governance of the network and the definition of some performance measures 

aimed to verify the ability in achieving network objectives. 

Network contracts seem to be perceived by firms as a winning instrument. BNCs widespread 

rapidly in Italy, with more than 3.985 contracts signed between 2010 and September 2017, 

involving more than 20.100 firms. Nevertheless, there is few empirical analysis devoted to 

investigate the driving factors of the - increasing - performance of the firms involved in BNC. 

The focus of the present paper is to explore if medium and high tech manufacturing SME firms 

participating on BNCs have improved their performance - measured through the ROI - and how 

some key economic variables like tangible and intangible assets, value created and revenues and 

some non-economic variables as sector, geographic area, spatial proximity of the firms, are 

significant in explaining it. 

The attention on small medium-high technology firms is of particular interest for researcher and 

policy makers, because of their potential innovative dynamic, that can regenerate the Italian 

industrial gap. According to Pavitt classification, we considered as medium-high tech firms those 

included in electronical, optical, chemical, pharmaceutical and mechanical sectors. 
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Data were collected from AIDA database and the “Firms Register” of the Chambers of 

Commerce. With respect to previous literature (Hanna and Walsh 2008, Tunisini et al, 2013, 

Ciambotti et al. 2013, Massari et al. 2015), our paper focuses on a more recent period and the 

analysis is performed 

over all the last three years, applying a model-based approach, after showing some basic 

descriptive results that help to understand more extensively the phenomenon under investigation. 

In this way, we are able to capture more properly the effects of the participation on BNC on the 

firm’s performance and to identify its driving variables. Moreover, through our empirical 

analysis, we can verify if and how geographical proximity enters in the network configuration 

(Romijn and Albu, 2002). 

The analysis is performed over 149 firms and covers the post-economic crisis period 2012-2015. 

Firstly, we estimate a balanced panel regression model to explain the performance (defined 

through the ROI variable) of BNC firms, after getting into the contract, as a function of 

investments (intangible and tangible), productivity and some financial variables. 

In a second regression, we analyse how the productivity of the observed BNC firms, is influenced 

by some specific characteristics of the firms itself: size, spatial distance, mono-multi sectorial and 

global investments. 

The key findings of the panel regression show that ROI (therefore the performance) is influenced 

by value added per capita, tangible and intangible assets. 

1. Value added per capita positively affects ROI after getting in the NC (2012-2015). This result 

confirms the assumption that strategic or stable alliances are able to produce “network capital”. 

Network capital allows a higher productivity, measured by value added per capita, in coherence 

with the “knowledge based view”. 

2. Tangible and Intangible assets positively affect ROI.  This result corroborates the importance 

of the resources for firm development. Nevertheless, the analyzed firms increase their 

performance also in absence of a significant increase of total assets. As a consequence, the 

“Knowledge” factors seem to prevail, in terms of a better performance. 

3. ROI is not influenced by financial factors and Debt /Equity ratio and liquidity. In our analysed 

BNC firms the financial structure doesn’t influence the performance. Nevertheless, many banks 

are evaluating the introduction of new rating methods for BNC that in the long run could ensure 

better financial conditions to BNC firms. 

The key findings of the second regression show a statistically significant relationship between 

value added per capita and the following variables: 

1. Spatial distance. BNCs between firms located in different regions ensure a higher value added 

than co-located firms. This result supports theories advocating “being co-located is not enough” 

and confirms that aggregation is determined by reasons different from spatial proximity or 
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homogenous social community, and is based more on evident common objectives between 

involved firms. 

2. Network size. Although this variable is not significant, it is positively correlated with the 

distance. This means that the larger the networks, the farther the firms are. In coherence with 

Huggins (2001), this means that firm size plays an important role for the knowledge networks 

pattern and network dynamism is an important source of innovation and better performance. 

3. Mono-multi sectors. Networks made by firms from different sectors have a higher 

productivity, 

in terms of value added. According to literature, decentralized networks (where information and 

knowledge are horizontally distributed) ensure better productivity. 

4. Value added per capita is positively influenced by new investments. This evidence is coherent 

with the resource based view, although in our case on average investments in 2012-2015 are 

lower than in 2008-2011. Although in 2012-2015 we observe a positive trend in the investments, 

the performance seems to be better explained by “knowledge” factors. 

From our empirical analysis we can conclude that network contracts are an important instrument 

to increase the value added trough “knowledge sharing”, in particular for High – Tech, 

multisectors networks. Therefore, industrial policy should encourage and stimulate the 

participation of SMEs into multi-sector BNCs, intentionally construct with clear common firms’ 

objectives, to improve firms’ competitiveness. 

Keywords: business network contracts, medium-high tech sectors, ROI, SMEs. 
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ABSTRACT 

We believe that initiation of three different ideas of three authors simultaneously in one work 

would be more helpful for discussing the workshop problems. Among those are:   

 

1. Entrepreneurial University - the tool for the innovative development of the cluster 

member SMEs 

“3 000 strong clusters across Europe account for more than 54 million jobs and 45% of all traded 

industries’ wages (23% of the overall economy)” (Ketels and Protsiv, 2016). 

The above mentioned indicators are characteristic for strong clusters. However, we would like to 

single out Solvell and Williams (2013), where the authors highlight the “five internal gaps” and 

“two external gaps” of the clusters and indicate that “Without a lush commons, clusters will 

suffer from knowledge failures, network failures and cooperation failures, leading to innovation 

failures”.  

In addition, we’d like to refer to another work of Solvell, where he discusses the stages of clusters 

development and points out that “ultimately, some clusters go into decline, finally reaching the 

“museum” stage, or they jump into a new cycle, a renaissance, based on new technologies and 

new firms (Figure 1). Some clusters continue as rather static agglomerations for very long 

periods of time (the flat part of the inverted S-curve)” (Solvell, 2015). 

On the other side, we wish to focus on the Entrepreneurial Universities. The formation of 

entrepreneurial university starts with “Education - Science – Business” – establishing the 

effective links between all the parties of the knowledge triangle. European Commission (C(2014) 
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3282; 2009/C 302/03) draws its attention to the creation of such universities. The characterization 

of entrepreneurial universities is interestingly expressed by: Audretsch (2014), Etzkowitz, et al. 

(2000), Hsu, et al. (2007) etc. At the initial stage, the formation of such universities in the clusters 

will assist the neutralization of all gaps that impede the effective functioning of the cluster 

(Gagnidze, 2016).   

Generally, SMEs lack the funds to have strong research laboratories, participate in prestigious 

international exhibitions. Entrepreneurial university can assist cluster member SMEs through the 

use of its incubators, technology transfer offices, spin-offs to overcome these problems for 

innovative development. This process intensifies entry of the new firms and effective functioning 

of the Full Diamond in the market.   

 
 

2. SME-sized Business Development Opportunities in the Condition of Industry 4.0 

People who both rapidly study (Manzoni, 2017) and quickly change (without stress) the 

environment will succeed in current rapid changes in the World and they will adapt to it without 

losses. The Nobel Laureate Zhores Alferov (Alferov, 2017) believes that the future significantly 

depends upon the development of medicine, biology, programming, physics and mathematics and 

engineering fields. 

Digital economy centers must be created in the universities. As Shlomo Weber, Zhores Alferov 

and others think, the functioning of so-called “Triangles” (university - industry, services - 

municipal bodies) should be encouraged (in contrast to Silicon Valley) in good universities. 

Figure 1. The Cluster Life Cycle and the Inverted “S” (Solvell, 2015) 
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In order, small and medium-sized enterprises will be able to integrate into the providers chain of 

local and foreign companies, it is necessary to change the sectoral structure of manufactured 

products in accordance with the current global changes in the world economy. Demand for 

services related to the analysis of production data is growing steadily. Taking into consideration 

this tendency, the small and medium-sized enterprises of any country should join the process as 

quickly as possible. The manufacturing of intellectual products (software products) is the 

foundation and most important condition for the long-term successful operation of small and 

medium-sized enterprises. 

The production of software products must be provided for the target consumer items and service 

production of small and medium-sized enterprises. For this purpose, they should be connected to 

entrepreneurial networks based on universities. The role of universities significantly changes for 

the development of Big Data Technology. They become mediators for entrepreneurial networks 

and small and medium-sized businesses. Universities should receive orders from entrepreneurial 

networks and attract small and medium-sized businesses to execute these orders (definite part) 

(Gogorishvili, 2017). 

Such a cluster fails to be only in the national borders. Thus, the rapid expansion of university 

scientific and creative interrelations is of great importance for today. Developing countries have 

the biggest problems in this regard. Big Data Technologies will play a big role in solving the 

problem. The corresponding technologies are needed to process the colossal volume of data 

(Porter, 2015). The new and fastest growing sphere for small and medium-sized business 

activities will be to create appropriate conditions for their processing, development and 

application. It should be noted that the termination of so-called “Brain Drain” process will be 

implemented in this way which provides the universal benefits. 

 

3. Participation of SMEs in GVC as a Vehicle for Fostering of Innovative Growth 

The goal of this part of work is to analyze the role of participation of SMEs in Global Value 

Chain (GVC) for fostering Innovative growth through new knowledge transfer.  

Recent scientific investigations and reports of international organizations show, that knowledge-

based economy is the future form of the successful economic development (about it author 

highlits also in previous works, for example, Papachashvili, 2014, 2016).  Although several 

developing countries made significant technological progress and step by step have been 

developing knowledge-based economy, there is still a huge gap at the global scale, as such an 

economy relies on high technologies and requires large R&D expenditures. The scientists, 

policymakers, researchers of international organisations almost are agreed, that SMEs play 

important role in the world economy. “When we combine the data for those countries for which 

good data are available, SMEs account for 52% of private sector value added, which provides a 

reasonable estimate for the sector's global economic contribution” (Growing the Global Economy 

through SMEs).  
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The researchers of the issue indicate SMEs key role for a sustainable recovery after the global 

financial-economic crisis of 2008 year. “Across OECD countries, SMEs typically account for 

more than half of business sector activity and around two-thirds of employment. In emerging 

economies, SMEs deliver on average more than 40% of GDP and 50% of employment. Young, 

small firms, in particular, contribute disproportionately to creating jobs” (Financing Growth, 

2016).  

Integration of SMEs in GVC is the one of the most effective way to transfer new knowledge, 

overcome the expenditure gap and foster innovative growth process. (Regarding mutual 

beneficial linkages indicate some studies: Yuhua Zh. (2014), Kumar & Subrahmanya (2013) and 

so on). 

We share the approach of scientists about necessity of considering the national innovative 

environment in the analysis of issue: “to investigate whether and how firms involved in GVCs, 

scholars should not focus entirely on GVC characteristics and the role of lead firms, but they also 

should take into account domestic technological capabilities at the firm, industrial 

cluster/regional and local innovation system-levels” (Marchi et al., 2015).  The similar 

recommendation is suggested by the OECD and World Bank Group (OECD and World Bank 

Group. 2015). 

Thus, if we consider GVC as the main channel-nets for transferring innovative knowledge and 

technology and SMEs in this channel-nets, it is clear, that effectiveness of functioning of these 

nets is crucial for fostering of innovative growth. But it is necessary to consider technological 

capabilities of SMEs and general technological environment of a country (in this regard the role 

of government should be considered). The simple model offered by the author (Papachashvili) is 

the leverage to assist in perception of SMEs in GVC as a vehicle for fostering of innovative 

growth (Figure 2). In our position, it evidently shows the main issues of the process and we 

believe that it would be useful for policy makers to understand the issue. 

 

 
Figure 2. SMEs in GVCs as a vehicle for fostering of innovative growth 
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ABSTRACT 

According to estimates of various researchers, the total budget of the digital marketing channels 

will exceed the total budget of the traditional marketing channels as early as by 2020 (PwC, 

2015). Already in 2015 the digital marketing costs of the companies in the United Kingdom 

represented 40% of the total marketing costs (Chaffey, 2016). Notwithstanding the rapid growth 

rate, level of awareness about the efficiency of the provided services is low, while there is no 

research on the characteristics of decision making on using particular digital marketing channels. 

Significant amount of practical information and research literature is not yet available owing the 

fact that the industry is newly formed and it grows rapidly. The industry grows so rapidly that by 

developing theoretical materials the included information might already be outdated, when it is 

published. For this reason the theoretical literature in this industry is related mainly to the general 

operating principles of the industry instruments and channels but the major part of the practical 

information and research literature focuses on the use of online tools. In addition to the obtained 

information authors express ideas that are based on their experience working with various digital 

marketing channels on a daily basis.  

The research described in this publication is the first research that has been performed in Latvia 

about the potential results that can be achieved using digital marketing channels. So far only 

research on the behavior of the internet users in the internet environment in Latvia and on the 

purchase characteristic has been performed at the national level, while the results of research 

described in this publication are of practical relevance to the digital marketing sector companies 

as well as potential advertisers considering using digital marketing channels. 

Based on the expert interviews and statistics about the performance of the digital marketing 

companies, authors divide the statistical data according to the sectors of national economy by 

assessing their potential for the use of digital marketing channels and the economic efficiency 

they could potentially achieve. Conversion correlation and advertising budget correlation have 

been assessed. The obtained information is useful for the companies of digital marketing in 

communication with the existing and potential clients as well as potential advertisers who plan to 
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start using digital marketing channels. It can be used to plan their budgets and to assess the 

potential of channels for achieving the company's goals. It is important to note that significant 

amount of practical information and research literature is not yet available owing the fact that the 

industry is newly formed and it grows rapidly. The industry is growing so rapidly that by 

developing theoretical materials the included information might already be outdated, when it is 

published. For this reason the theoretical literature in this industry sector is related mainly to the 

general operating principles of the industry sector instruments and channels but the major part of 

practical information and research literature focuses on the use of online tools. In addition to the 

obtained information authors express ideas that are based on their two-year experience working 

with various digital marketing channels on a daily basis. 

Research object is digital marketing channels. 

Research subject is assessment of digital marketing channel performance. 

Research goal is to assess digital marketing channel performance and to detect correlation 

between digital marketing results and the budget by using statistical analysis, expert interviews 

and literature and online source review. 

The methodology: literature review; mathematical-statistical methods: finding of mean, 

maximum and minimum values of the indicators used in the research; correlation analysis; 

empirical research methods: interviews with experts of the respective industry. 

Main results in the publication: differences between the marketing and digital marketing have 

been defined, online marketing communication environment has been characterized. The digital 

marketing strategy, the outreach method of the potential target group and the impact of the brand 

recognition in the companies, which are examined, haven’t been taken into account in the 

framework of this research.   

 

Keywords: digital marketing channels, e-marketing, e-commerce, Google AdWords, contextual 

advertising. 
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ABSTRACT 

Over the past few years, the advent of highly distributed digital fabrication (Industry 4.0), the 

pervasive automation coupled with the interconnectedness of devices and products (Internet of 

Things), and the virtualization of production, marketing and distribution have led to a drastic 

reduction of latency in the business process. Succeeding the zero-stock revolution, a novel trend 

is gaining momentum - a zero-latency Real Time Economy (RTE)
1
, where the intermediaries 

between the Firm and its environment are replaced by completely automated services, changing 

the overall perception and conceptualization of the firm’s boundaries.  

These trends are bound to have an impact on the concept of organization and organizational 

structure: relations between people increasingly take the shape of networked, short-term and real-

time collaborations; technology and other resources contributing to the value-chain support the 

dynamicity of those collaborations, in addition to the static formal relationships and contracts 

characteristic for the current enterprises and networks; diversification, products unity, and real-

time adaptation to customers are replacing mass-production and planning. The traits of the 

customer are changing as well: instead of buying goods and services available on the market, the 

customer becomes the Maker - a new kind of entrepreneur that can design the products and 

orchestrate a choreography of services to produce his own creations. Small and Medium 

Enterprises can easily foresee the new opportunities brought about by these trends, but also the 

challenges they will face if they are to thrive in a RTE environment.  

In this work, we call for a revision of the RTE-concept through a prism of systemic approaches, 

but also for re-examination of the Viable system model (VSM)
2
 in the light of the ‘real-time’ 

                                                           
1 Real Time Economy (RTE) is theorized in the Aalto framework as one where “all transactions are digital, 

automatically generating the necessary electronic documentation for the provided acceptance of goods and services 

and creating invoices and receipts in the systems of the parties concerned in a standardized manner (cfr:  

http://information.aalto.fi/en/research/rte/ and [9],[10]) 
2
 cfr. Stafford Beer, A. [7], [8] 

http://information.aalto.fi/en/research/rte/
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paradigm and the highly distributed chain of marketing-production-logistics. We conjecture that, 

in the RTE context, the firm no longer has the form of a single organism, but becomes more 

swarm-like. This new configuration, in turn, calls for a revised form of the strategic management 

models
3
, where systemic thinking and holistic vision are of paramount importance for supporting 

the viability not only of the firm, but of the entire ecosystem as well. It is clear that an institution 

or an organization cannot be considered a viable system if it does not operate as a cohesive 

autonomous whole
4
. Therefore, our interest is in examining whether out of the short term device-

level collaborations between SMEs (that do not qualify per se as a system), a viable system can 

emerge as a byproduct of the shared information space and a novel vision of the production 

communities as an ecosystem. In this context, the existing competition-cooperation relations may 

be replaced by some coopetitive interaction
5
. 

The trends of evolution in the Internet of Things (IoT), Big Data, and Machine learning, coupled 

with the opportunities offered by artificial intelligence, announce their lead role in the key 

business decisions, but also in the production, distribution and regulation of goods and services. 

Given the trend towards micro and small enterprises, this will inevitably affect the importance of 

the line managers to the extent of edging them out. Their responsibilities will be affected, as 

technology will facilitate the administrative aspects of their work. Reasoning in line with the IoT 

and Industry 4.0 promises: the things will aid the human, not vice-versa. On the other hand, the 

role of the Ownership-Government will become even more important, ensuring the self-

reproducing function that a viable system does not possess in and of itself. In this respect, the 

Owners determine the level of investments in technology and the willingness to adapt to the 

supra-systems and subsystems, as well as the degree of differentiation and interoperability. As a 

result, the ability of the firm to reorganize and to find partners in an agile manner will depend on 

the strategic management vision and the decisions taken at design time (the architectural 

decisions). The ability to create environment-fit organizations will depend on both collective and 

individual decisions: each enterprise will carry out only a fraction of the overall work and will 

interoperate with the other contributors to the product-service chain only if able of doing so. In 

this sense, the concept of ownership-government may largely be impacted, as both distributed 

and collective governance model now become а viable option. 

Environment-wise, the role of the customer is changing as well: contrary to the customer-oriented 

industrial and service processes, the customer (the Maker) becomes The Entrepreneur. 

Customers, as the product designers, can orchestrate and set up a choreography of the desired 

services to produce their own creations, engaging in the emergence of their product’s finality. 

The success and the value of a brand is increasingly being measured by its capability to attract 

customers on the Internet and to sell products/services through its virtual facilities. The concept 

of supply chains or networks is also fading and is replaced by short-term collaborations and by 

the exchange of services, where each partner-firm contributes with its peculiar character and 

capabilities to the final value of the product. Diversification, products unity, and real-time 

adaptation to customers replace mass-production and planning.  

                                                           
3
 cfr. Schwaninger, M. [5] 

4
 Espejo, R. [2] 

5
 Coopetition occurs when companies interact with partial congruence of interests. They cooperate with each other 

to create value and while doing that, each one aims to achieve competitive advantage.  
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SMEs can foresee the new opportunities, but also the challenges they will face if they are to 

thrive in a RTE environment. The competitiveness of each firm will be strongly determined by its 

capability to adapt to the customers’ needs. This reflects the old approach of the craft-makers and 

tailors: agility is to be the key quality, and size does matter. On the other hand, competitiveness 

will be determined by the capability of the firm itself to collaborate with other partners, 

broadening the range of the offered services. Finally, logistics is a candidate for being a success 

factor as well. 

Some challenges
6 

and questions arise from the mere difference in maturity of the technical 

solutions on the one side and the existing conceptual models on the other. For instance, is this 

paradigm only stemming from the overuse of metaphors and analogies, i.e., from a naïve vision 

that is supported only as a concept by the technological capabilities or the current technology 

does offer a solid ground for its development? Is the support of the whole (existing) system of 

economic and political ideas and realizations sustainable, or is the idea bound to be ‘deflated’ 

over the next months or years? What implications does it pose on the structure and, in turn, on the 

evolution of the Viable system model?
7
 

Despite the emerging technological opportunities, there is increasingly less confidence in their 

omnipotence. Starting from Brewer’s theorem (that in a distributed data store one has to choose 

between consistency and availability), we can reason along the following parallel with the 

bounded rationality of agents in a sociotechnical system: in order to keep the firm alive, the 

agents must choose between consistency (decision only in presence of complete information) and 

liveness (action even in presence of a limited amount of information). The tradeoff between the 

two will determine the firm’s attitude towards risk (risk seeking vs. risk averse). From such a 

perspective, the whole theory behind the RTE could be undermined, should it not be well-

grounded on the common principles of cybernetic organization. 

Challenge 1: Personal mastery (cooperation, coordination and interoperability): The RTE model 

lends itself to implementation in a landscape of SMEs and micro enterprises, where cooperation 

between enterprises, mediated by the socio-technical environment becomes a prerequisite. To 

attain meaningful relationships in the RTE environment, the coordination-based technical 

interoperability should be ensured at all levels among the various agents that are part of the 

business process. The need for novel models of distributed and cooperative governance is evident 

in this context, where the firms must act as a whole also in absence of contracts and partnerships. 

The Viable System Model offers a holistic framework to understand how an overall organization 

can emerge from the interaction of a myriad of organizational processes.  

Challenge 2: Mental models (distributed trust and governance): The firms should make no 

distinction between the data flows coming from the environment and those coming from internal 

processes, as long as they feed the Business Intelligence services, since they are the ground 

signals for cooperation and coordination at all levels. This calls for envisaging the tools to 

support a trusted exchange of information and for building a ‘win-win strategy’ in the 

cooperation outlined in Challenge 1. In this socio-technical architecture some technical enablers 

                                                           
6
 the structure of the challenges in the following reflects the five disciplines in Senge, P.M. [4]  

7
 Note that, in addition to the reporting activities as the only aspect covered by the state-of-the-art, this paper 

acknowledges RTE as an economy where digitization pervades all business process in an end-to-end loop, 

additionally bringing into the picture the latest IoT and Industry 4.0 advancements. cfr RTE report [9] and XBRL 

documentation [10] 

https://en.wikipedia.org/wiki/CAP_theorem
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(like platforms to find business partners
8
) can act as a glue, strengthening the links between the 

agents, making them act as a whole, and as a distributed enterprise, but the key factor is 

trustworthiness. 

Challenge 3: Building a shared vision (seamless integration across and within): the trend for 

composing services shifts from human actors being the decision-makers towards artificial entities 

making the choices and invoking the partners to complete their work. Such human-centric 

systems must be supported by emergent trust models, in both technical and social sense. A 

definition of a clear business model is now needed to adequately support all the concerned 

stakeholders. A taxonomy of RTE systems is thus a prerequisite to provide the necessary 

common ground for a systemic research that will establish the adequate connections of the RTE 

system with the environment and among the system’s components. 

Challenge 4: Team learning (social responsibility and cybersecurity): businesses are becoming 

more context-aware, capable of self-organization based on real-time requests and able of using 

the spare production capacity of other partners. The re-localization of physical production, with a 

value cycle potentially spanning different cultures, environments and policy domains, requires an 

enhanced focus on social responsibility
9
. On the other hand, the virtual existence of the firm is 

inevitably joined with great reputational risks. This, in turn, calls for increased attention to 

cybersecurity. Addressing the previous challenges will certainly make the need for cybersecurity 

consideration look less ambitious. However, addressing this challenge should also be seen as a 

strategy for raising awareness among the stakeholders. 

Challenge 5: System thinking (holistic approach): RTE creates shared communication spaces, 

leading to the emergence of ephemeral socio-technical organizations. The adoption of a holistic 

point of view will provide an approach for engineering human-centric systems that is rooted in an 

interdisciplinary systemic research, rather than residing on a single context. New organizational 

architectures will also be needed to foster collaboration between firms and to leverage the full 

potential of each SME participating in the overall value chain. 

Beyond RTE, the adoption of a sound data-driven approach may support the transition towards a 

greener economy, jobs creation and numerous opportunities for SMEs and micro enterprises, 

especially for household-based service providers and professionals. The latency reduction 

through data exchange will inevitably affect the length of the supply chain, leading to less grey 

economy and a more sustainable economic model whose localized production can be the pillar of 

the value-chain.  

In conclusion, RTE is an entirely new value-chain that is worth exploring from both socio-

technical and organizational aspect. But beyond the dream, we must take the plunge and facilitate 

the creation of conditions for an approach towards a viable, thriving and sustainable business 

model on the one hand, and support the “management of change” of the enterprise on the other. 

An important question that needs addressing is how the balance should be set between the firm’s 

capability to be part of an exchange with other agents (interoperability) and its autonomy. 

Establishing the proper connections to the environment and within the firm and revising the 

adequate systems models are required in order for the proper value-production to emerge. 

Therefore, besides the call for revising the concept of the Viable system model in light of the 

                                                           
8
 One example of such a platform is AliBaba, where business can search for partners based on the service needed. 

9
 cfr. Yolles, M. [11] 
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RTE concept, this paper outlined the major challenges envisaged to play the key role in the 

evolution of the RTE-VSM synergy. 

 

Keywords: Real Time Economy, Viable system model, Big Data, IoT, SMEs Industry 4.0, 

human-centric 
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ABSTRACT 

University-Business cooperation is based on relationship, which is continuously developing. It 

reflects issues specific to the transition from an industrial to a knowledge society. The aim of this 

relationship is to solve company problems, creating new products or providing an outflow for 

academic research, merit to economical and social growth (European Commission, 2014). In the 

present condition is necessary to find new approaches of student involvement in entrepreneurial 

activities. In natural sciences, health sciences and engineering sciences, university-business 

collaboration is common practise, but in human sciences is this kind of cooperation not so deep-

rooted. There is increasing involvement in socio-economic development and commercialization 

of research results. This tendency is also often called as “third university mission” (Study on 

University-Business Cooperation in the US, 2013). Ways of cooperation between universities and 

business units are variable all over the world. University study programs are more and more 

adapted to demands of employers and reflect them. Long-standing experiences from United 

States and Great Britain show that the industry is main powerhouse for innovation and 

universities serve as a provider of fundamental knowledge of scientific and technological ideas 

and principles (Borrell-Damian, Morais, Smith, 2014). The industrial sector is not self-sufficient 

in all directions and therefore must maintain close contact with universities and other educational 

and research institutions. 

One of the most relevant reasons, which thwart cooperation between universities and enterprises 

is connected with an information flow. Business units feel the lack of information about 

cooperation possibilities. The clarification of this state could be the fact that cooperation 

possibilities does not meet the need of the user. (University-Business Cooperation Tallin, 2011). 
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In the Czech Republic is situation changing nowadays. In 2014 was tertiary education found in 

the end of quantitative expansion epoch. After the 1989 increased the number of university 

students four times. Likewise significant opened access for almost all students, who successfully 

passed secondary school-leaving exams took place. Because of this huge number of university 

students, a lot of universities eliminated practical training from their study plans. The Ministry of 

Education, Youth and Sports in Czech Republic in 2014 published a strategic document (Rámec 

rozvoje vysokého školství do roku 2020, 2014), which set basic priorities of tertiary education 

development in the Czech Republic. There is introduced weaknesses of czech education like 

missing setting of systematic cooperation among universities and the application sphere 

(practice). Higher education institutions in the Czech Republic, in most cases, have no business 

infrastructure built or it is in its infancy. Universities have rarely business units like incubators to 

provide more favorable background facilities, financial support and mentoring to start-up 

entrepreneurs. Entrepreneurship appears in the preparation of university students mere at some 

Czech universities (“Spolupráce vysokých škol a firem”, 2005). 

At Thomas Bata University in Zlín the stress is laid on connecting education system with 

practical training. This study inquires into state of university-business cooperation taking place at 

Thomas Bata University in Zlín. In 2014 in pursuance of current score monitoring in the 

university-business field was realized questionnaire survey among small and medium-sized 

enterprises (SMES) in Zlín region. The purpose of the survey was primarily implementing 

activities aimed at mapping, establishing and developing cooperation between companies 

(SMES), institutions and the Tomas Bata University in Zlín and its partners, and also increasing 

mutual awareness and enhance communication and cooperation between the application, public 

and academic sectors, getting new impetus, discovering possible barriers and potential for 

streamlining or strengthening existing cooperation and communication. Results of the survey lays 

the foundations of business ecosystem, which brings innovative and functional asset for 

university-business cooperation, in the first place with small and medium-sized enterprises 

(SMES).  

 

Keywords: University, Business, Cooperation, Ecosystem, Innovation, Enterprises, Czech 

Republic, small and medium-sized enterprises 
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ABSTRACT 

Not only in the academic environment, has the new/ third role of universities (in addition to 

education in recent years and scientific research) been increasingly intensified. According to the 

OECD, the third role of universities resides in their involvement in regional development. The 

engine of development should be industrial and commercial innovations in which universities are 

newly supposed to participate. According to the OECD, the development is also supported by 

non-technical innovations; social, communication and organizational. In this conception, they 

represent the development of customer and investor services or the focus on the creative industry 

or tourism sector (Arbo and Benneworth, 2007, p. 35). The transfer of innovation into practice is 

dependent on the cooperation of universities with external actors from industry, commerce and 

the state administration. Such cooperation by universities is mutually economically advantageous 

according to OECD and it is the natural outcome of the trend towards the commercialization of 

tertiary education. However, it is problematic to assume that economic development or the 

development of the labour market automatically supports or at least does not prevent social, 

cultural and environmental development (see critique e.g. Tisdell, 2001). Some authors claim that 

in the contemporary globally interconnected economic system, regional economic development 

in one part of the world - in developed countries - actually prevents development in another part - 

in the developing countries (Shafik 1994, Deininger and Squire, 1998, Fields 2001). The question 

also remains how to ensure that higher education institutions, while accentuating the production 

of educational and research services almost on the order of current industry and trade, retain their 

academic freedom and the function of a political and socio-economic establishment critic. The 
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notion of the new role of universities, taking into account the overall societal impact, is rather 

supported by UNESCO.  

The authors of the UNESCO conception do not see the main contribution of university 

institutions in the transfer of technical inventions into practice in the name of economic 

development. University institutions should assume an important role in the critical assessment of 

historical roots of the current global problems and, above all, the crisis of the relationship 

between mankind and nature that is the basis for them. They should contribute to finding of 

dimensions and practices in implementing systemic changes that would lead to achievement of 

global social justice and the promotion of a sustainable development paradigm. Both 

conceptualizations agree that the third role of universities lies in their opening up to demands of 

society in the name of the service for this society and ultimately in its development. 

The Czech Republic is "a small country with an open economy without significant wealth of 

natural resources" (Liška, 2009, p. 7), and its main asset is knowledge which should ensure the 

Czech economy the competitiveness in the global economy as same as the development of the 

knowledge economy across Europe (Lisbon Strategy, EP, 2000). In pursuance of the third role 

universities are to become major economic actors. In practice, university institutions are 

primarily to devote to intensifying of co-operation with the so-called application sphere, aligning 

the educational and research activities of university institutions with the strategic development of 

regions and, ultimately, greater interdependence with world-class research (ibid., p.16). 

Therefore, they have to define and strategically cooperate with the stakeholders, which are, 

among other things, companies on a regional, national and global scale. The aim of this paper is 

to model a system of effective monitoring of the needs of these companies, profiling strategic 

advantages that come from cooperation for SMES and designing ways of their effective 

communication in order to create a synergy effect in fulfilling the third/ new role of universities, 

based on secondary data sources (in particular a research report IPN KREDO) and research 

results of authors gained from 159 small and medium-sized companies. 

Cooperation with these entities should be closely linked to the actions in each region. It should 

mean other management of relationships among university institutions and all levels of state 

administration and the commercial sphere. Companies should be motivated to enter new 

relationships with university institutions, and their mutual cooperation should not hinder the lack 

of technical equipment or spatial background. The reform of tertiary education in the Czech 

Republic, which comes with an amendment to the Tertiary Education Act, is intended to use 

several tools to increase the efficiency of the existing collaboration between the application 

sphere and universities. It should support, for example, the funding of application-related 

research, the definition of management structures and powers enabling the establishment of 

commercial relations and the administrative and legal background for this activity, or the solution 

of copyrights to the results of joint applied research or more precisely on-demand research. In 

addition, it may be indirect tax support for research and development. Finally, it is recommended 

to support the creation and maintenance of communication tools and clustering mechanisms 
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between the academic and commercial sphere from public sources. Possibilities of application of 

these tools according to specific actual conditions of selected university - Tomas Bata University 

in Zlín or more precisely its Faculty of Multimedia Communications - will be presented in this 

paper. 

 

Keywords: small and medium-sized enterprises, third/ new role of universities, regional 

development, society-wide development, stakeholders, tertiary education, the Czech Republic  
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ABSTRACT 

Small and medium-sized enterprises represent a very important part of every advanced economy 

and are very important from a social perspective because they create jobs and participate in the 

economic performance of the society. The small and medium-sized business sector is a driving 

force in the business sphere, innovation and competitiveness and is a major employer. The share 

of employees of small and medium-sized enterprises in the total number of employees in the 

business sphere is almost 60 %. The report on the development of small and medium-sized 

enterprises in the Czech Republic in 2015 shows that for every 100 inhabitants there are 21.2 

entrepreneurs in the category of small and medium-sized enterprises (source: 

www.businessinfo.cz, updated June 6th 2017). Small business means a business entity employing 

a maximum of 50 employees, assets of which do not exceed a crown equivalent of EUR 10 

million. Mid-sized firms employ 50-250 employees; the net turnover of the company over the last 

closed accounting period is not exceeding a crown equivalent of EUR 50 million. 

The importance of small and medium-sized businesses development is linked to the importance 

of building their brands, creating a positive image and ability to communicate effectively with 

customers and stakeholders. The study brings results of primary research in Czech firms, which 

analyzed the impact of attributes forming the corporate image on brand building. Via a CAPI 

research method, 109 small and medium-sized companies were analyzed in the Czech Republic. 

The individual image attributes and their linkages are shown on the Likert scale. The power of 
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the individual attributes and their use in the company's communication mix then influences the 

perception of innovativeness of brand communication by target groups. Innovativeness of 

communication of small and medium-sized businesses is a subject of a secondary research, which 

examined a sample of 101 companies by the CAWI method as to whether SMEs consider their 

communication to be innovative. The Association of Small and Medium Sized Enterprises and 

Tradesmen has researched a risk business factors. At present, a limiting factor is a lack of staff 

and, for example, in the gastronomy sector it is too high bureaucracy and legislative constraints. 

The research results of the association are included in the study. 

Small and medium businesses have their opportunities as well as risks. The common ground is 

building a brand that is recognizable to customers; memorable, created with a story and emotion 

in marketing communications. A level of communication, strength of marketing processes, 

internal communication and communication consistency are important for brand building. Brand 

building is associated with image that affects the brand value. Image is based on corporate 

identity; it is created by a complex of attributes that affect, to a greater or lesser extent, the 

overall brand perception by target groups. The study deals with the impact of image attributes on 

brand perception and defines the attributes that are key to brand building. The output of the study 

is a model of influence of image attributes on brand building and impact on corporate prosperity. 

Within the model, the input parameters that affect corporate image and influence of image on the 

customer's purchasing behavior, customer brand perception and resulting corporate prosperity, 

are defined. The study draws on both primary research and secondary sources related to the 

subject. 

 

Keywords: small and medium-sized enterprises, image, image attributes, brand building. 
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ABSTRACT 

For all retailers, demand forecasts is a one of crucial issues. Usually, large retailers equipped with 

developed information systems have been pursuing the high accuracy of demand forecasts by 

using big POS data. However, for local small retailers without developed information system, 

their demand forecasts are still depending on experiences with rough small sales data. The 

purpose of this paper is to explore the importance of demand forecasts to attain effective 

inventory policy by approaching from consumers’ shopping behavior and purchasing-consuming 

cycles. This approach can help to improve demand forecasts and inventory policy for local small 

retailers, because it can use simple data of consumers’ purchasing-consuming cycles for various 

products. 

  The growth of incorporated retail stores in Japan did not mean the increasing pressures of retail 

competition until 1982. However, that year was a turning point. Small retail stores have been 

decreasing since then. After 1999 with the decreasing phase of incorporated retailers, the retail 

competition can be supposed to put on pressures to all retailers. It is proven by the fact of the 

merger and acquisition of large retailers and the continuing decreasing of small retailers. In 

addition to the economic depression, the changing of Japanese consumers’ life style and their 

buying behavior has influenced on the retail structure considerably. Among them, the growth of 

convenience stores and Web retailers have a strong competitive pressure to local small retailers. 

Many marketing researchers have produced various concepts and theories on this matter.  

Bucklin (1963) and Tamura (1982) defined that retailers provide “retail services” for consumers. 

According to them, these services can be classified into the following four types: 

(1) Reduction of buying lots 

(2) Shortening of trading and delivering time  

(3) Assortment of goods 
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(4) Providing of accessibility 

Consumers usually make their buying plans before the shopping trips. Considering whether their 

buying actions are done as designed or not is an important criterion, because the buying plan 

prescribes the consumption interval of goods. The consumption interval consists of three time 

stages: 

(1) Time of decision to what goods or brands should buy. 

(2) Time of action to get goods. 

(3) Time of using and consuming the goods. 

Especially, the first time stage is decisive on this issue, and two factors have effect on this stage. 

The first factor is the “sense of stock in house”. If a consumer lays stress on the extent of the 

stock of goods in house, the buying plan on these goods is designed as a long-range and firm 

schedule. The second factor is the “synchronization of the consumption interval”. In generally, a 

consumer buys many kinds of goods at one shopping, because the buying or trip cost per one 

goods can be decreased. The more a consumer purchases many goods at one time, the more he 

can be benefited over the shopping cost.  

This paper uses two dimensions: “the axis of space” and “the axis of time”. The space axis is a 

criterion of judgment on consumer’s accessibility to retail store. At one side of this dimension is 

the “decentralization”, which means the store’s location to be decentralized in a given market 

area. When a consumer chooses a store located close to him, it reflects that he lays stress on the 

accessibility. At the opposite side is the “centralization”, which means the centralized retail 

location, as a commercial center or shopping center, at one district in a given market area. The 

type of consumption interval is determined by time dimension. When the interval is short, it is 

categorized as the “frequent buying”. If the interval is relatively long, it is assumed the “non-

frequent buying”. 

We describe following four types: (1) Frequent centralization buying, (2) Frequent 

decentralization buying, (3) Non-frequent centralization buying, (4) Non-frequent 

decentralization buying. 

In order to explain the reasons that the number of small retailers could occupy the majority in 

Japanese retail structure for long time, some researchers have introduced several consumer 

behavior approaches. For example, Maruyama（1992）and Naryuu（1994）insist that Japanese 

consumers have a strong taste for fresh products, such as raw fish and fresh vegetables, instead of 

processed foods like canned or frozen foods. All the products are perishable, preserved only for a 

short period of time even in a refrigerator. They also argue that the average house space in Japan 

is generally narrow. Therefore, the cost of inventory stock of goods in house is rather high. 

Because of these points, they conclude that Japanese consumers go shopping frequently in small 

lots at each purchase. It leads to the retail structure with a large number of small retailers densely 

located near to residential area. 
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Their model apparently assumes that Japanese consumers carry out shopping by foot. However, 

motorization in Japanese society had been developed enough. As in other countries, many 

consumers use cars for daily shopping and go to giant retail stores beyond the local marketplace. 

It means that local small retailers in one district have to compete with giant stores located in the 

same district and/or outside of it. 

The consumers’ shopping pattern, which can be grouped as the “frequent centralization buying” 

and the “non-frequent centralization buying”, can be supposed to have the effect to reduce the 

survival rate of local small retailers. 

     Retailers have to focus their attention on the particular consumer segments to develop 

effective strategies. In this paper, the authors tried to classify the consumer buying behavior as a 

base for developing strategies. As the result, consumers who carry out the “frequent 

decentralization buying” are congenial to small residential retailers. These consumers tend to 

complete their daily shopping within their local communities. 

The study suggests that elderly consumers can be a promising segment to become potential customers for 

local small retailers. Their behavior can be classified into the “frequent decentralization buying”. They 

may be not so conscious of price, but conscious of high level services. Small retailers can provide them 

with many kinds of services as important social supports. Several small retailers already have begun to 

recognize the importance of elderly consumers and grapple with new retail services such as the convenient 

ordering and delivery systems. When retailers can serve to consumers’ access and frequent buying, it can 

reduce the burden of consumers’ stock keeping. 

The economic activities involved in the consumer-retailer exchange are embedded in the 

community’s social structure. Rural small retailers are encouraged to focus on a specific segment 

that has a majority in the community, and to increase their own involvement in community 

activities. Elderly consumers who have been considered as the economic and social minority will 

become the important segment of market and local small retailers in 21the century. 

Keywords: Small Retailers; Inventory Strategy; Purchasing-Consuming Cycle Model. 
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ABSTRACT  

The German technology industry is globally famous for its high quality and advanced engineering. 

Although the U.S. has been the leader when it comes to software and programming, the German 

technology market developed since 1997 enormously. There has been a significant transformation of 

the country from a laggard to the clear leader in European high-tech entrepreneurship (Lehrer 2000). 

Some may argue that the change in policy promote that development, since the institutional features 

of the German system of innovation lend to comparative advantages in innovation (Soskice 2006). 

Germany is especially well known for the automotive industry and its surrounding environments, 

which is one of the sectors which have been affected significantly by the industrial software 

revolution during the last few years (Grimm 2003). Many German small and medium-sized 

enterprises face the challenge to global markets and trade which is a huge challenge and also 

opportunity.  

In this paper the German high technology industry and its challenges for small and medium-sized 

enterprises in the automotive industry will be discussed. For practical and transferrable results, the 

paper will focus and present the German company Wilhelm Schröder GmbH as a case. This company 

was appointed as a deputy for a large number of small and medium-sized enterprises in Germany that 

meet the challenge for global trade, even outside of Europe. A market analysis in the high technology 

industry with a special focus on the automotive branch was done. Since the small and medium-sized 

enterprises are important actors in the German market, the main challenge for these companies is an 

adequate management and marketing when it comes to the global company development to present 

their value and knowledge to a global audience. While developing an extensive online marketing for 

the company, Wilhelm Schröder GmbH considered tools such as website, e-mail, online advertising, 

search engines, social media, online-communities and other tools. These tools will be presented and 

discussed by value their input for the company.  
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Although the OEM territory seems to be large, many small and medium-sized enterprises are 

involved in the automotive and surrounding market. For their company grow and development, 

especially in the international market with a global perspective, online marketing is an important tool 

to present their skills, abilities and references to a global audience.  

Product marketing via online media tolls offers great opportunities for companies like Wilhelm 

Schröder GmbH.  

At the same time, however, they also have been new challenges for the companies and their 

employees by using these tools. Therefore, it is important to steadily qualify their employees. To 

follow the rapid way of development, online trends and international market needs it seems to be vital 

that the company develops their individual strategy for the online-marketing to create their own path. 

As in many other fields of management, the employees play an important role when it  

Overall, a holistic marketing strategy should be respected, by using various media channels. This also 

includes the classic areas of the marketing mix. Online marketing is a complex field, but it has the 

ability to acquire new clients. A generally working online marketing strategy does not exist; every 

company needs to analyze their core area, like Wilhelm Schröder GmbH did.  

 

Keywords: Germany, Innovation, Automotive, Marketing, SME, Management, Industry, Innovation 

Economics.  
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Abstract 

 This research paper aims to discuss how entrepreneurs can protect their innovations based on the 

online copyrights. Entrepreneurs that would like to protect their intellectual trade secrets cannot 

use information in their own companies’ business magazines, publications, and web sites that has 

already been protected by the copyright law. Copyright laws protect the inventors’ intellectual 

ownership from been mismanage in the market place. Before using any material like 

photographs, information, sound recordings, the entrepreneurs need to know the status of the 

copyright material they wish to use and make sure that they have the authorization of the 

copyright’s owner before using it. If Entrepreneurs use materials without the permission of the 

creator, the creator can sue the person(s) that use the materials without the appropriate permission 

and the company’s website can be shut down for using the content in an improper manner. 

The intellectual rights law exists because its main objective is to improve technologies, by 

sharing, storing, and managing information of new innovations in the market place. These laws 

protect the new ideas, products, and technological advances to be taken away by the competition 

and people that could miss use these without the permission of the copyright owner. 

Copyrights laws protect the entrepreneurs’ trade secrets and contribute to knowledge 

management of these new innovations in the market place. These laws protect other inventions. 

The use of the Internet has contributed to improve and accelerate the copyright laws.  
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ABSTRACT 

Assuming a systems thinking perspective on organizations, we no longer see them as static 

objects that simply react to what is happening in the environment (Checkland, 1981; Dominici, 

2012; Rubenstein-Montano et al., 2001). Rather, an organization is embedded in a complex and 

dynamical social environment, and it is pro-actively co-shaping and co-creating it to transform 

internal and external structures (Peschl & Fundneider, 2017a, 2017b). In that regard, it has been 

suggested to see organizations as social actors that “accomplish purposive collective action on a 

scale and in a manner that is both unattainable by any given individual” (King, Felin, & Whetten, 

2010, p. 298). Understanding organizations as social actors implies that we can attribute them to 

have the capacity to act intentionally, sovereignly and responsibly (King et al., 2010, p. 297). 

Building on this argument, we are interested in the question of what happens inside the 

organization. Following the claim that organizations can be compared to cognitive systems (Daft 

& Weick, 1984; Huff & Eden, 2009; Porac, 2015; Wood & Bandura, 1989), we are interested in 

the internal mechanisms underlying organizational behavior. 

Following accounts of comparing organizations with human brains (e.g. Beer, 1994; Morgan, 

1986) we borrow the “predictive mind theory” from the cognitive sciences and cognitive 

neurosciences and apply it to the organizational context. The predictive mind theory states that 

the brain is driven by top-down processes which predict what is happening in the environment 

(Hohwy, 2013). As an implication, it does not perceive the world as it is but rather as it should 

be. The predictive mind approach receives confirmation from various disciplines (Clark, 2016; 

Dikker, Silbert, Hasson, & Zevin, 2014; Jakob Hohwy, 2012; Ransom, Fazelpour, & Mole, 

2016).  
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The underlying assumption is that the brain has two pathways that run across a hierarchy of 

cortical layers (Mathews, Cetnarski, & Verschure, 2015). The top-down pathway carries 

hypotheses and generative models from higher cortical levels to lower cortical levels and they are 

matched with incoming sensory signals. These signals are transmitted via bottom-up pathways; 

signals that cannot be predicted (correctly) are referred to as prediction errors and travel to the 

respective higher cortical level.  

In Grisold and Peschl (2017), we argue that prediction errors provide the basis for profound 

change and radical innovation as they have the potential to modify our predictions. However, the 

brain seeks to avoid prediction errors and rather sticks to existing models. Clark (2016) argues 

that the brain produces a systems of self-fulfilling hypotheses where cognition and behavioral 

actions play together in such a way that they bring about what we predict.  

Assuming a cognitive systems perspective on organizations, one can draw interesting parallels to 

the principles of the predictive mind theory. 

Organizations can be interpreted as having a top-down pathway running from higher hierarchical 

levels (i.e., management) to lower hierarchical levels (i.e., workers). Management provides 

hypotheses and models about what is going to happen. They are propagated to lower levels where 

these models are enacted as organizational behaviors.  

The extent to which predictions from management hold, depends on what happens at the 

“boundaries of the system”, i.e. where the organization interacts with the environment. In that 

respect, bottom-up pathways run from lower hierarchical levels to higher hierarchical levels 

reporting back the “prediction errors”. If top-level managers consider negative feedback, they can 

adjust and improve their models (Garud, Dunbar, & Bartel, 2011). 

However, a closer look at how organizations work shows that feedback mechanisms are not 

straight-forward; negative feedback might not reach management. Organizations tend to rely on 

and enact what has worked in the past (Sydow, Schreyögg, & Koch, 2009; Üsdiken et al., 2011), 

and they provide incentives for lower-level employees to “tell managers what they want to hear 

and to leave out information that signals […] negative feedback” (Huff, Milliken, Hodgkinson, 

Galavan, & Sund, 2016, p. 11f.) (also see Fang, Kim, & Milliken, 2014; Milliken & Lam, 2009). 

Thus, in analogy to the predictive mind theory on the individual level, organizations are having a 

hard time to initiate change and innovation processes as well. 

In short, understanding organizations as social actors and developing the “organizational 

predictive mind”, we provide a new perspective and an explanation on obstacles in change and 

innovation processes. We emphasize the fact that what an organization has come to know is 

hindering to detect and integrate what is really going on in the (internal and external) 

environment. Thus, the question is, how can we overcome this implications? 

Similar to radical change processes on the individual level (Grisold & Peschl, 2017), we suggest 

that organizations have to unlearn their existing knowledge to overcome the implications of the 

organizational predictive mind.  
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While the concept of unlearning is strongly debated (Howells & Scholderer, 2016; Starbuck, 

2017; Tsang, 2017), we define it as reducing the influence of old and established knowledge on 

cognitive and behavioral processes over time (Grisold & Kaiser, 2017). By gradually refraining 

from what has worked in the past, organizations are enabled to perceive the environment in a new 

and unbiased way and to develop new behavioral patterns. This, in turn, is the basis for radical 

change. As we will argue, the guiding question in such a process should be, “What is it that exerts 

influence of old knowledge on the organization?” 

At the workshop “Marketing and Innovation Strategies for Small and Medium-Sized Enterprises 

(SMEs)”, we will pursue two aims. First, we will elaborate on how the organizational predictive 

mind builds on premises in systems thinking and explains organizational resistance to change. 

Second, we will discuss how we can realize processes of unlearning to overcome the implications 

of the organizational predictive mind and trigger profound and radical change. In that regard, we 

highlight that an OPM perspective guides our attention to two dimensions that can enable 

unlearning processes. On the one hand, we can target at internal feedback loops and ensure that 

the recall of old knowledge is not being triggered anymore; for example, we could modify the 

corporate language to prevent old concepts from being evoked. On the other hand, we could 

focus on the anchors of knowledge in the organizational environment. Here, one could 

manipulate organizational architecture and artefacts in order to weaken associations and 

connections with old knowledge.  

Keywords: predictive mind, change and innovation, organizational inertia, path-dependence. 
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ABSTRACT 

In this paper the authors, analyzing Scalea case on the net, aim to show that the place brand has 

changed the role moving from static and unidirectional communication tool to a semantic and 

semiotic space in which company and numerous and heterogeneous social agents (consumer 

and/or individual) exchange several information to meet their relative needs.  

In this scenario, the active role that the digital marketing tools can play a constant condition of 

bidirectional relationship becomes important. 

This kind of relationship amount to some conditions: the place is a Complex Adaptive System 

(CAS) in which the boundaries are both tangible components and intangible, cultural values that 

allow to create and maintain relationship with relevant stakeholders. The low level of boundaries 

shows a territorial/systemic capability to create/stimulate the spontaneous and/or planned creation 

of subsystems/holons with inter-linkable behaviors/aims to create relations between other 

subsystem and with the relevant stakeholders. From these last relations emerge perceptions that, 

in this work, the authors are considering “place brand”. 

On this epistemological basis, authors will apply sentiment analysis (i.e. opinion mining) to study 

the emergence of the ‘place – as – brand’ idea through Scalea’s city positioning on Twitter, 

collecting by hashtags users’ feedback through their ‘sentiments’ and experiences as results of 

their relations with territorial and/or holonic agents, in order to evaluate the city-brand 

positioning on the net. 

The expected results are mainly twofold: on the one hand, an enough number of Tweets which 

will help understanding Scalea’s place - brand positioning on the net, mainly positive and 

increasing over time; on the other, that even negative experiences help to potentially improve 

Scalea city offer (implementing services, facilities etc.). 
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