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Abst r act
Devel opnent strategies and regional projects of innovative actions,
constitute the —catalysts of r egi onal and national econom ¢

devel opnent, according to Lisbon strategy for economc, social and
environnental renewal. Under this direction, the region of Thessaly in
Greece cones behind far nore than the other European or national
regions concerning innovation and especially business innovation.
Although it is difficult to isolate the nature, the sources and the
results of innovation a congruency exists to the opinions concerning
the el ements of innovation (Gordon and McCann 2005).
Focusing to the sector of wood and furniture enterprises, a first
diagnosis is attenpting through this study, in order to seek the
sources and constrains of innovation in the sector and analyze the
wood and furniture innovation system The study focuses to the
registration of innovative performance of wood and furniture SME s of
the region, mainly through the econonic aspect of business innovation
sinmultaneously to the sectoral and regional i nnovation system
anal ysis. Specifically the aims of the study concern:

Assessment of wood and furniture SME's innovation factors, sources

and constraints.

Ways and neasurenent of innovation funding in the specific sector

Det erm nati on of wood and furniture SME's strategy for economc
devel opnent

Budget of innovation in the sector.

Keywor ds: innovation, economics of innovation, innovation systens,
wood and furniture enterprises

JEL classifications: 018, O30, 31, L26, P23

| nt roducti on
Speci fying innovation

A obal i zation nodul ates a new reality concerning markets extension and
the share of the consuners that enterprises are targeting to, through
the production of specific products. This globalization in
conbination with technol ogi cal devel opnment indicates the exchange of
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know — how and information anong the enterprises, whether they bel ong
to the sane production sector whether not. The capability of
prediction, i nst ant analysis and effective action, constitute
f undanent al factors for the wviability of nbdern enterprises.
Enterprises and furthernore national econom es cannot continue to rely
on their traditional products and practices of the past. Products life
cycle has been dramatically reduced and firns have to devel op new
products and services using nuch nore intensive efforts. Cl assic
production factors such as capital, l|abour and raw materials, are not
able to give the conpetitive advantage to the enterprises.

In this fully conpetitive environnent, innovation comes to enchase
creativeness and conpetitiveness of enterprises and boost regiona
entrepreneurship and devel opnent, by reduci ng i nter-regi ona
inequalities. European Union, in the framework of the efforts for
econom ¢ and regional developnment, understanding the inportance of
i nnovative actions, has defined innovation, as

the renewal and expansion of the gamut of products and
services and |inked markets, the adoption of new production,
procurenent and distribution nethods, the inport of changes in
nmanagenent, | abor organi zation and occupation conditions al ong
with the abilities of working force (Green Paper of 1996).

According to Schunpeter (1975) innovation is defined as the process of
devel oping new or inproved products, production processes and
organi zation forms, a definition that is acceptable till today, since
encl oses the neanings of new and devel opnent. Drucker (1985) expands
this definition and frames it with economc and social terns, aimng
mainly to the result of innovative action, accenting the role of
i nnovation into the nodern soci oeconom c gl obalize reality, concluding
to the result that innovation is mainly social and econonmic termthan
technical. He gives two definitions, without altering the neaning of
i nnovation. Specifically:

Innovation is the action that enchases resources with the ability to
create wealth. Thus, innovation creates econom c resources.

What ever changes the capacity of an existing econonic resource
constitutes innovation.

Neverthel ess, innovation is linked to the process such as to the
process results. It concerns the alteration of an idea to a trade able
product or process through a new, inproved and functional nmethod of
production and services (Gordon and MCann 2005). It is obvious that
the choice of the definition that is going to be used in a study or in
a research, can affect their results (OECD 1995)

I nnovation isn't a univocal |iner neaning, but encloses a great nunber
of organi zati ons, proceedi ngs, politics, r egi onal - economi c-
technol ogi cal and social relations, having as nain target sustainable
devel opnent in general and specifically the strengthen of the
enterprises which constitute the core of innovation process.

I nnovation is connected, through the technol ogical evolution, to an
expanded system of know edge nmanagenent processes (Kominos 2001).
Scientific research approaches innovation as a system and not with the
classic linear way that constrains innovation in specific franes.
Enterprises are not innovative by their own but they are in a
continuous reaction with the rest nenbers of the system and through
these reactions, specify the innovative action of the enterprises
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(Kominos et al. 2001). Athough it is difficult to isolate the
nature, the sources and the results of innovation, there is congruency
anong the opinions concerning the variables that constitute innovation
(Gordon and McCann 2005).

I nnovation in wood and furniture sector

The study is focused to the firnms of wood and furniture in the region
of Thessaly. Devel oping strategi es and regional projects of innovative
actions that are applied constitute catalysts for regional and
national econonmic developnent aimng to sustainable devel opnment
following Lisbon strategy for economc, social and environnmenta

renewal . According to the annual report for innovation in Thessaly of
2002, it is concluded that Thessaly cones far behind fromthe rest of
Greece and European Union, concerning innovation. Its performance is
up to 52% of the nean innovation performance of Greece and up to 24%
of Europe, ranking Thessaly at the 10'" place anong G eek regions and
at the 200'" pl ace anobng European regions (lnnovation Scoreboard 2006).

Focusing to the sector of wood and furniture, it is attenpted a first
diagnosis of innovation constrains and sources, along wth a
quantitative and qualitative registration of innovation in wood and
furniture SME's of the region, wusing mainly economc variables.
Si mul taneously an analysis of the innovation system of the sector and
the relations between the firns and several organizations has been
exan ned. Sever al studies concerning innovation and innovation
systens, registration and nodeling innovation in wood and furniture
sector have been conducted during the last years in international
level. The results are different anong countries, having also as a
comon verification, the low | evel of innovative actions and financing
by the enterprises of the branch and the fundanmental role that
i nnovation can play for producing high-added value products and for
econom ¢ devel opnent (Papadopoul os and N al os 2006, Diaz- Balteiro et
al. 2005, Kairi 2005, Brege et al. 2005, Ukrainski and Varbl ane 2005,
Hovgaard et al. 2005).

Met hodol ogy

Several techniques and nethods for neasuring innovation have been
devel oped (Adans et al. 2006, Flor and QOtra 2003, Danneels and
Kl ei nschm dt 2001, Schroeder et al. 1989, Archibugi 1988, R chardson
and Gordon 1980), each one using different variables and approaching
of business innovative action

Quantification, registration and benchmarking of business
i nnovation, is a conplicated process, having simltaneously
fundanmental character and interest for academc research
(Fenkel et al. 2000).

It is internationally accepted, that the Frascati manual

Constitutes the nost advisable tool for constructing studies
concer ni ng technol ogi cal devel opnent and innovation and it is
used by economists, decision makers and statisticians,
without been also and the absolute guide of available
regi stration techni ques (Mthe 1992).
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The net hodol ogy that has been used in this study, in order to register
wood and furniture business innovation in the region of Thessaly, is
focused to the economc aspect of innovative actions, through the
registration of business innovation expenditures for Technol ogica
I nnovation of Products and Services actions, simultaneously with the
registration of qualitative data with reference to the general field
of business action, along with interactions that occur inside and
outside of the enterprises. The questionnaire that has been used, was

based to the internationally recognized nanual of innovation
registration which was conducted by OECD in 1995, known as Canberra
Manual , in conbination with simlar questionnaires of Geek Mnistry

of Devel opment concerning innovation registration studies in G eece

Thus, the questionnaire was specially constructed, based wupon
international standards and adjusted to the characteristics of the
br anch.

The study, which follows the subject approach, starts wth the
anal ysis of innovative behavior of the firmas a total. The variables
that affect innovative behavior of each firm and the range of severa
i nnovati ve actions are analyzed, giving special concern to the results
and inpacts of innovation (OECD 1995). For the construction of
busi ness innovation budget based on subject approach, another
technique was used in order to register innovation expenditures, known
as bottom up approach.

Statistic analysis of data was made using SPSS WN. Ver. 14.0 and al
the statistic controls of descriptive, frequencies and cross tabs were
made (Norusis 2005, Howitt and Cranmer 2001). The analysis was focused
to the following main categories of results concerning wood and
furniture enterprises:

General data of enterprises

basi ¢ econonmic data/transitions of enterprises

ai ms of innovation

i nformati on sources concerning innovation

ingratiatory and inhibitory variables of innovation

affection of innovative action to the efficiency of the firns
anal ysis of innovation systemin the branch

regi strati on of innovation expenditures

Resul ts
Profile of the enterprises — main econonic data.

The first category of the results concerns the profile of the firns of
the study. As it is presented in figure 1, the major percentage of the
participated firms is established in Trikala prefecture. Concerning
their legal form (figure 2), the mgjority (34,21% are unlinmted
general conpanies and corporations follows along with the rest of the
| egal forms, showi ng | ower percentages.

LEGAL FORV
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Figure 1. Establishnent Figure 2: Legal form
of the enterprises

The greater nunber of the study’'s enterprises (figure 3), states as
their main activity furniture manufacturing (42,1%w th wood and wood
products trading business following (21,1%, while the rest of the
activities, such as wood processing and wood products manufacturing,
show | ower percentages. This allocation is indicative of the activity
whi ch i s devel oped by the enterprises of the sector in the region.
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TRADE

MAI N ACTI VI TY
Figure 3: Main activity of the enterprises

Next, the analysis of several econonmc data and transitions is
presented, concerning a three years period, from 2005 - 2007.
I nnovation constitutes a mpjor factor in forming the basic economc
busi ness characteristics. This result is not evident directly but in
nmany cases, a significant period of time is necessary in order to
gquantitative innovation's result with specific economic terns. Thus,
the maj or percentage (59,46% of the enterprises has a total invested
capital less than 2.000.000€ and these where the invested capital is
among 2 and 10 mllion€ followm32,44% . Enterprises to which the
i nvested capital overcomes the anpbunt of 10 million€ constitutes only
8,11% Simlar is the distribution of the percentages concerning the
total value of fixed capitals, showing some small fluctuations.
Concerning annual turnovers, the nmean of 2005-2007 is in mgjor
percent age (40,54% between 1.000.000-2.000.000€ and enterprises wth
nean of annual turnovers less than 1.000.000€ follow wth percentage
32, 44%

Concerning enployees there is a slightly rising inclination for the
total nunmber in the enterprise during 2005-2007, a fact that is
according to the statement of the majority of the enterprises (59, 5%
that this inclination wll be sustained and for the year 2008,
reaching finally at a percentage of 4,1% Unlikely are the percentages
of enterprises (87,9% which have stated that concerning the total
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nunber of university graduated enpl oyees, they will not proceed to any
change of this category total nunber. Net profits distribution
according to enterprises main activity and legal formis presented in
next figure 4. H gher net profits becone from corporations that are
dealing with wood products nanufacturing and wood processing. At very
low levels stand profits of individual enterprises for all the
categories of main activity.
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Figure 4: Net profits distribution according to legal form and nmain
activity during 2005 and 2007.

Concerni ng basi c econonmic data of the enterprises, except net profits,
such as, invested capital, nean triennium turnover, costs of raw
materials, salaries, nunber of enployees, exports e.t.c., it seens to
have stronger positive relation (coefficients kendall's tau-b and
kendall's tau-c) with the stated legal formthan with main activity or
pl ace of establishnent.

Use and targets of innovation

As it is showmn in figure 5 the majority of the enterprises stated
that they are aware of the neaning of innovation and they are using
i nnovation in their production process. The type of innovation that is
used, concerns technological innovation along wth innovation in
services, wth the greater percentage (51,5%to adopt and inprove
already existing nmethods of production and products distribution
(table 1). This fact shows the inportance of devel opi ng new production
and products distribution nethods, since this way of innovation
enbednent shows the | owest percentages.

KNOALEDGE COF | NNOVATI ON USE OF | NNOVATI ON
Figure 5 Know edge and use of innovative produdfs and servi¥ees
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Tabl e 1: Innovation of products and services

The results that are presented in next figure 6 are quite interesting,
since it was asked fromthe wood and furniture enterprises to rank the
nost inportant targets that they have to achieve through the
devel opnent and application of innovation in products or in processes.
Ranking contained a list of 13 targets, with less inportant in the
gradation scale, rank 0 and as nobst inportant rank 5. As nmjor ains,
with total ranking over 4, of innovative actions of the study's firns
were accented the next four:

The expandi ng of the nmarket share that the firns al ready own
| ower production cost

openi ng of new narkets abroad or to markets-targets in G eece
| nproverment of products quality.

These results show that innovative action is aimng to new custoners
based on quality products in conbination with as it is possible |ower
total production cost.

OTHER

DEVELOPMENT OF 1.S. | N PRODUCTI ON, MANAGEMENT, ADM NI STRATI ON
REDUCTI ON OF ENVI RONVENTAL DANAGES

| MPROVEMENT OF WORKI NG CONDI Tl ONS

| MPROVEMENT OF PRODUCTS QUALITY

LOVER PRODUCTI ON COST

I MPROVEMENT OF PRODUCTI ON SUPPLENESS
OPENI NG OF NEW MARKETS ABROAD OR TO MARKETS- TARGETS | N GREECE
EXPANDI NG OF THE MARKET SHARE THAT THE FI RM ALREADY OWNS

MAI NTENANCE OF THE MARKET SHARE THAT THE FI RM ALREADY OWNS
DEVELOPMENT OF MORE ENVI RONVENTAL FRI ENDLY PRODUCTS

MORE PRODUCTS | NTO OR QUTSI DE THE BASI C PRODUCTI ON FRAMEVORK
REPLACEMENT OF DEMODE PRODUCTS

1,00 2,00 3,00 4,00 5,00

Figure 6: Ranking of the nmjor targets of wood and furniture firns’
i nnovative activity.

A quite significant percentage of the firms (47,37%, has stated that
during the period 2005-2007 had inmported some kind of innovation of
production, services or products distribution nmethods. This percentage
is quite positive if we consider the general situation of the sector
in issues such as devel opnment and application of technol ogical and non
technol ogi cal innovation. In this innovation's devel opnent, the firms
seem to have primal roles which, through the denands of the market and
the characteristics shown separately, in each firnis production
framework, are taking over initiatives for this developnment and
application of innovative activity. The majority of the firms (83, 3%,
stated that they have inported and devel oped innovation by their own.
A much snaller contribution seens to have the collaboration with
Universities and Research Centers, since only 5,6%of the firns stated
that devel ops sonme kind of collaboration concerning innovation wth
these organizations. Simlar are the results concerning cooperation
with other firms of the branch. Only a 11,1% develops such a
cooperation, a fact that shows the weaknesses of innovation systemin
the Regi on of Thessaly concerning wood and furniture sector
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The above nentioned results are confirnmed by the results shown in next
figure 7, concerning the ranking of the major information sources
about innovation. This ranking is based to the discrimnation of three
mai n categories of business innovation infornmation sources:

Sources fromthe business’s interior(Figure 72)
sources fromthe exterior business environnent (Figure 7B)

O her sources (Figure 7C).
A scale was used with ranking from1l to 4 with major factor 1.

Concerning sources from the interior business environnent as nost
i nportant were classified business adm nistration and staff along with
the production process that is applied. Human resources seem to play
the nost significant role in business innovation information. Also a
fundanental factor is the need for production of quality products. The
rest of the interior sources follow

Concerning exterior sources, the basic role in information about
i nnovative action has to do with technical equipnment and software
suppliers, along with the custoners and the conpetitors of the firns.
This could be interpreted by the fact that the needed technol ogical
equi prent for production of quality products conmes basically fromthe
suppliers. Custoners are the factor that can determine the tendency in
devel oping and designing innovative products, capable to serve
speci fic needs. Conpetitiveness is the next major information source.
This confirms the opinion that i nnovati on-conpetitiveness and
entrepreneurship are close related to each other. In very low |levels
in the ranking, stands the contribution of Universities, Research
Centers etc. This neans, that there is a significant gap of know edge
in the sector of wood and furniture concerning several organizations,
private or public, that develop innovation managenent techniques or
i nnovati ve services. Fundanmental actions should be undertaken in order
to inmprove the role of innovation infrastructures in the region.

OTHER EXTERI R

SOURCES OTHER | NTERI R
SOURCES
PUBLI C OR PRI VATE

RESEARCH CENTERS

3,53

OTHER FI RVB 38
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~
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OTHER
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| NTERNET

SHOWRCOVS,
EXHI Bl TI ONS

PROFESS| ONAL
CONFERENCES,
MEETI NGS, MAGAZI NES

Cc

Figure 7: Ranking of nmmjor sources of information concerning
i nnovati on

As major fields of information, are products and narket studies in a
percentage 97,4% of the firns, scientific and technol ogical
devel opnent (65,8%, investnment and financing(52,6%, statistics and
trade opportunities (28,9% and finally the role of research and
service organizations with only 7,9% The nost intensive relation
exi sts between use of innovation and the source of admnistration
(kendal | 's tau-b=0,508 and tau-c=0,460) and between know edge and
i nformation sources of innovation, the relation to the procurenent of
non enbodi ed technol ogy (kendall’'s tau-b=0,293 and tau-c=0, 225).

Ingratiatory and inhibitory factors of innovation

Next figures (8 and 9) show another ranking, concerning ingratiatory
and inhibitory variables in innovation devel opnent and application,
fromthe firns of wood and furniture in the region. Such the favorable
factors as the constraints of innovative action were separated in
categories based on the general and special business environnent, in
order to be able to characterize this environment related to
i nnovation. The same way of ranking, as previous, was also used here.
The existence of specialized staff was the nmajor ingratiatory factor
from the special business environment and from the (general
environnent, custonmers and their demands. In |low positions again we
see the role of Universities, Research Centers etc.

MERG NG, CO
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EXTERNAL ANALYSI S
( BENCHVARKI NG 3,22 . RESEARCH

| NSTI TUTES,
ACADEM C
ORGANI ZATI ONS
STRATEGY AND

PHI LOSCPHY COF
I NNOVATI ON

SUPPLI ERS

ADOPTI ON EXTERNAL
TECHNOLOGY BUSI NESS
CONSULTANTS
LEADERSHI P AND CUSTOMERS
MANAGEMENT OF NEW
| DEAS
COMPETI TCRS

EXPERTI SE STAFF

MOTHER COMPANY

T T T
20 1,00 2,00 3,00

SPECI AL BUSI NESS ENVI RONVENT GENERAL BUSI NESS ENVI RONVENT

Figure 8 Raking of ingratiatory innovation factors.
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In relation to the variables that function inhibitory and raise
constraints to business innovative activity, they were distinguished
in three maj or categories:

Econom c factors
busi ness interior factors and
O her factors.

The sum of econonic factors was ranked with characterization from high
to medium having as nost significant variable the deficiency of
suitabl e funding sources towards the firns of the sector, in order to
devel op sonme kind of innovation. Also, a fundanmental role seems to
have the very high total production cost that is enbodied in
i nnovative activity and generally the econonic risks that
entrepreneurs have to take over. Central position concerning interior
factors, has the absence of specialized staff along with the absence
of information about technologies that have been devel oped and the
solutions that they can provide towards the firms of wod and
furniture, about production process, services, business nanagenent
etc. Finally, some other factors such as the deficiency of know how
managenment organi zations and the absence of sufficient suppliers of
equi pnent seemto have a fundanental role.

KNOW HOW
LONG PERI OD ABSENCE CF CO GPERATI ON
CPPCRTWNI TI ES
oF 229 I NSUFFI CI ENT SERVI CES
| NNOVATI ON .
i oo cor o N
BUSI NESS CULTURE ’
| NSUFFI O ENT | NNOVATI ON _ 2,09
DEFI G ENCY POTENTI ALI TY
S I
SQURCES NON COMPETI TI ON CF
BASI C SUPPLI ERS _ :
wseroe weer R | -
VERY HI GH | NFORVATI ON
?ﬁf&% - | NSUFFI O ENT TECHNOLOGY _ :
iy N
ABSENCE CF SPECI ALI ZED :
e —
ECONOM C MANAGENENT CONSTRAI NTS
RISK
OTHER

ECONOM C FACTORS

ABSENCE OF NATURAL RESOURCES (E. G CERTAIN TYPE CF WOOD)
ABSENCE CF KNOW HOW ORGANI ZATI ONS | N THE BRANCH

WEAKNESS OF LEG SLATION (E.G QOPY RI GHTS)

NO NEED OF | NNOVATI ON BECAUSE COF ALREADY DEVELOPED | NNOVATI ONS

I NSUFFI Cl ENT | NFRASTRUCTURES

ABSENCE OF TECHNOLOGY DEVELOPMENT CPPORTUNI Tl ES

I NSUFFI CI ENT SUPPLI ERS

I NSUFFI Cl ENT RESPONSE OF CUSTOMERS | N NEW PRODUCTS

I NSUFFI Cl ENT NORM LEG SLATI ON SUPPLENE OTHER FACTORS

Figure 9: Raking of inhibitory innovation factors.
Effects of innovative activity in business econom ¢ data
The maj or percentage (60,53% of the wood and furniture firns, didn't

show any variations of the R& expenditures during the period 2005-
2007. Fromthose that did show variations, the najor percentage had to
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do with increment of these specific expenditures in a percentage up to
10% (table2). A snmall percent of 4% of the firnms stated that their R&D
expenditures were decreased in a significant percentage nore than 20%

Table 2: Variations of wood and furniture firns R&D expenditures
during 2005- 2007

| | I'ncrement 0-5% | Increnment 6-10% | Increment 11-15% | Increnent 16-20% | Increment >20% |
PERCENTAGE %
YES 15,4 19,2 3,8 7,7 7,7
NO 84,6 80, 8 96, 2 92,3 92,3
TOTAL 100, 00 100, 00 100, 00 100, 00 100, 00

REDUCTI ON 0- 5% REDUCTI ON 6- 10% REDUCTI ON 11-15% REDUCTI ON 16-20% | REDUCTI ON >20%
PERCENTAGE %

YES - - - - 3,8
NO 100, 0 100, 0 100, 0 100, 0 96, 2
TOTAL 100, 00 100, 00 100, 00 100, 00 100, 00

The contribution of innovative activity in firns’ sales is presented
to the next table 3, where we can see the percentage arising from
sal es innovative products and process of the firns during the period
2005-2007. Sales of technical inproved products that have been
comercialized by the firns during these three years were ranked first
concerning their percentage of total sales. These results show the
efforts of wood and furniture firms in order to seek new nmarkets in
nati onal and international level, a characteristic of the extraversion
that the firms of the sector are trying to show during this |ast
period. Furthernore, nost of the enterprises are applying projects of
al ready existed products and processes inprovenents, w thout entering
to fundanental innovative action of really new products and services
Nevertheless, it is quite encouraging the fact that the mgjor
percentage is trying to inport some kind of innovation in their
production process, since only 8,27% of the sales concern products
that remain the sane.

Tabl e 3: Percentage % of wood and furniture firnms’ sales, concerning
i nnovati ve products or processes during 2005-2007

WOOD AND FURNI TURE PRODUCTS SALES CONCERNI NG PERCENTAGE
% OF SALES

Technol ogi cal new products commerciali zed during 2005-2007 7,78
Technol ogi cal inproved products commercialized during 2005-2007 16, 43
Sal es of new or technol ogical inmproved products concerning firms operation 12,78
mar ket
Sal es of new or technol ogical inproved products exclusively for the firm 10, 96
Products technological unchanged or sinply altered, mude wth existed 12,31
production nethods commercialized during 2005-2007
Products technological unchanged or sinply altered, mude wth existed 8, 27
producti on net hods
Processes technol ogi cal unchanged or sinply altered applied during 2005-2007 10, 69

A relatively low percentage (32,43% of the firms stated that
t echnol ogi cal innovations have reduced total production costs during
2005-2007. This fact can be interpreted based to the opinion of
relatively high cost of nodern technol ogical equipnment, but also of
several production elenents and factors that are demanded for the
manuf acturing of new, innovative and qualitative products, a cost that
is enbodied into the total ©production cost. Furthernore, the
quantification of positive inpacts of innovation, denmands a rather
| ogical period of tine in order to be presented to the econom c data
of the enterprises. Analyzing nore deeply this, we can see that from
the firms that have answered positively about reduction of average
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total production costs, the major percentage (58,3% had a reduction
in a scale from5-10% and a percentage of 16,7% a reduction in a scale
from 10- 15%

60,0%

50,0%

40,0%

30,0%

20,0%

PERCENTAGE OF FI RVS

10,0%

0,0% —

0-5% 5-10% 10-15% 15-20% >20%

Fi gure 10: Reduction of the average total production cost

A further consideration of this analysis shows that, furniture
manuf acturing conpani es, i ndi vi dual conpani es, corporations and
limted conmpanies present the grater percentage of turnover based on
i nnovative products and processes, having simlar nunbers, as it is
shown in figure 11.

60,00 60,00

50,00 TURNOVER

PERCENTAGE
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| NNOVATI VE
PRODUCTS
AND
PROCESSES
OF 2005

OF

AND

TURNOVER
PERCENTAGE
OF

| NNOVATI VE

OF
PRODUCTS

AND
PROCESSES
OF 2007

10,00

FURNI TURE WOCD PRCDUCTS WOOD WOOD AND WOOD INDI VI DUAL UNLIM TED CORP.  LTD. AEBE OTHER
MANUFACTURI NG MANUFACTURI NG PROCESSI NG PRODUCTS

TRADE LEGAL FORM
MAI N ACTIVITY

Figure 11: Turnover percentage of innovative products and processes
according to main activity and | egal form of 2005 and 2007

Correlation of wood and furniture enterprises innovation level to the
percentage of sales increment, shows that there is a strong relation
between these two variables (coefficients Kendall's tau-b=0,620 and
Kendal | s tau-c=0,582). The form of this correlation is approximtely
linear (coefficient Pearson’s R=0,683), presenting strong intension
(coefficient Spearnman=0,747). The strongest relation exists for the
firms that have stated that, applying innovation at a level |ower than
5% led to a sales increnent at a level from 6-10% As the level of
innovation increases the percentage of sales increnent shows
fluctuations. This nmay be due to the fact that, high level of business
i nnovative activity surcharges significantly average total production
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cost. GCenerally, it can be told that increment of innovation |evel,
| eads to increnent of wood and furniture sales, since this relation is
positive.

O her effects of innovative activity have to do with the products or
the processes of wood and furniture enterprises. Thus, ranking these
effects was found that the major effect has to do with the inprovenent
of products and services quality. The increnent of products and market
range follows. Effects concerning production cost were rated rather
low, confirmng the findings that were previous presented.

I nnovati on budget

For the preparation of wood and furniture business innovation budget
the bottomup approach was followed. In next figure 12 we can see
that, the greater percentage of the firnms had innovation expenditures,
nore than 50.000€ during the last year, while those with expenditures
less than 10.000€ follows. Firms with expenditures between 20.000-
30.000€ take the last position. These results confirm the fact that,
fundanental innovative action demands quite high | evels of funding.

30,0% -

20,0% -

10,0%

PERCENTAGE

0,0% —

0-10.000€ 10.000-20.000€ 20.000-30.000€ 30.000-50.000€ >50.000€

Figure 12: Distribution of business innovation expenditures during
| ast financial year

The analysis of wood and furniture branch in the region unified
i nnovation budget follows, concerning the last «closed financial
periodY. The results have to do with the average expenditures for
each one of the innovative actions that are stated. Furthernore, the
percentage of the firms that have developed or participated to these
specific actions is presented. The nmmjor percentage (85,7% has
acquired technical equi prent and the average expenditure was
approxi mately 56.000€. Participation in innovation dissemn nation
(45,7%, innovation inport to the market (31,4% and R&D acquisition
(25,7% follows, wth average expenditures approximately 4.000¢€,
3.000€ and 9.500€ respectively. From the sum of i nnovati on
expenditures, the majority (95,32% has to do with innovation transfer
towards the firns. This indicates the significant innovation gap that
occurs to the enterprises of the sector conpared with the rest
busi ness sectors.
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Table 4. Unified innovation budget of wood and furniture sector in the
regi on of Thessaly during 2007

TNNOVATI ON ACTI ONS ACTI ON | NVOLVENENT EXPENDI TURES
( PERCENTAGE % OF FI RVB) (€)
YES NO
R&D 20, 0 80, 0 5.142, 86
R&D ACQUI SI T ON 25, 7 74, 3 9. 558, 82
MACHI NERY & TECHNOLOGI CAL EQUI PNENT 85, 7 14, 3 55. 728, 57
ACQUI SI TI ON OF EXTERNAL KNOW - HOW 11, 4 88, 6 3.228, 57
STAFF_TRAI NI NG 14, 3 85, 7 1.571, 43
MARKET | NNOVATI ON | NPORT 3L, 4 68, 6 2.868, 57
DESI GNI NG 17,1 82, 9 3.657, 14
TOTAL | NNOVATI ON TRANSFER EXPENDI TURES 81. 482, 86
I NNOVATI ON' DI SSEM NATI ON 45,7 | 54,3 4.000, 00
OTHER 0
TOTAL | NNOVATI ON EXPENDI TURES 85. 397, 14

Next table 5, distinguishes these expenditures in current expenditures
and capital expenditures. Thus, the mmjor percentage (73,22% of the
firms and innovation expenditures, concerns capital ones, which are at
an average value of 61.000€, while current expenditures have an
average value of 22.000€ and concern the 26,78% of the total
i nnovation expenditures. In relation to the expenditures allocation in
several posts of the enterprises economc activity, the greater anmount

1 The reference period is 2007

has to do with land and buildings acquisition that are related to
i nnovative actions, procurenent and establishment of technol ogical
equi pmrent etc. Interpreting these results we can conclude that it
obvi ous, the need of the sector for basic innovation infrastructures
nore than the need that covers already existing innovative actions.

Tabl e 5: Distribution of current and capital innovation expenditures

EXPENDI TURES POSTS AVERACGE IN €
Day wages 156, 67
Annual sal aries 3. 056, 67
Wal e fare benefits 280, 00
Enpl oyees expenditures that are not involved in TIPP actions 666, 67
Mat eri al s purchase 8. 466, 67
Procurenents purchase 766, 67
Mar keting of innovative products 3. 658, 06
Expendi tures of services and equi pnent that support innovative actions 5. 645, 16
TOTAL OF CURRENT | NNOVATI ON EXPENDI TURES 22. 219, 35
Acquisition of land and buildings for use in innovative actions 28. 870, 97
Acqui sition of basic instrunents and equi pnent 7. 000, 00
Sof tware and hardware for supporting innovative actions 1.766, 67
Technol ogi cal equi prent establishment for inproving producti on process 23. 140, 63
Technol ogi cal equi pment establishment for production of new products 3.533, 33
TOTAL OF CAPI TAL | NNOVATI ON EXPENDI TURES 60. 742, 42

M d and Macro | ever analysis

Finally, analyzing the wood and furniture sector system of innovation,
in md and macro (regional and national - international cooperation)
level with the contribution of several innovation organizations to
this system we can conclude that major percentage of the firns,
devel ops sonme form of cooperation wth specific organizations. A
70,27% devel ops cooperation wth organizations in the region and
57,89% with organizations outside the region, nati onal or
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international. The mjority of the enterprises cooperate wth
equi prent  suppliers and other firms. Ranking the contribution of
i nnovation organi zations in each firnis innovative action, we see that
the role of Research Centers and institutes stands at the |owest
point, a fact that constitutes a mmjor weakness of the innovation
systemin the region.

GOVERNVENTAL CR PRI VATE NON PROFI T RESEARCH
I NSTI TUTES

UNI VERSI TI ES OR OTHER ACADEM C ORGANI ZATI ONS
SCI ENTI FI C LABORATORI ES/ R&D ENTERPRI SES 266

CONSULTANT AGENCI ES 263

COMPETI TORS AND OTHER FI RVB OF THE BRANCH

CUSTOVERS

EQUI PMENT, MATERI AL AND SOFTWARE SUPPLI ERS 123

0,50 1,00 1,5:) 2,0:) 2,5:)
Figure 13: Ranking of inportance of cooperating organizations (1 the
maj or factor)

Di scussi on

The majority of the enterprises are aware of the neaning of innovation
and they are using innovation in their production process, nainly
technol ogi cal innovation along with innovation in services. This fact
shows the inportance of developing new production and products

di stribution methods. Innovative action is aimng to new custoners
based on quality products in conbination with |lower total production
cost. In this innovation's devel opnent, the firns seem to have prinm

rol es which, through the demands of the market and the characteristics
shown separately, in each firms production framework, are taking over
initiatives for this devel opnent and application of innovative action
The majority of the firnms have inported and devel oped innovation by
their own. A rmuch snaller contribution seems to have the col | aboration
with Universities and Research Centers. Similar are the results
concerning cooperation with other firms of the branch, a fact that
shows the weaknesses of innovation system in the Region of Thessaly
concerni ng wood and furniture sector

Concerning sources for innovation infornation, human resources seemto
play the nost significant role. Also a fundanmental factor is the need
for production of quality products along with technical equipnment and
software suppliers, custoners and the conpetitors of the firns.
I nnovati on-conpetitiveness and entrepreneurship are close related to
each other. There is a significant gap of know edge in the sector
concerni ng organi zations that devel op innovation managenment techni ques
or innovative services. Specific actions should be undertaken in order
to inmprove the role of innovation infrastructures in the region.

There is a lack of funding sources towards the firns of the sector, in
order to develop sone kind of innovation. The efforts of wood and
furniture firms are aimng to expansion towards new nmarkets.
Furthernore, nost of the enterprises are applying projects of already
exi sted products and processes inprovenents, wthout entering to
fundanental innovative activity. Nevertheless, it is quite encouragi ng
the fact that the major percentage is trying to inmport sone kind of
innovation in their production process. Quantification of positive
i npacts of innovation, demands a rather logical period of tine in
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order to be presented to the economc data of the enterprises. The
majority of innovation expenditures have to do wth innovation
transfer towards the firns. This indicates the significant innovation
gap that occurs to the enterprises of the sector. The major percentage
of innovation expenditures, concerns capital ones, while current
expendi tures foll ow
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