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ABSTRACT

Given the economic and social crisis Greecaisggthrough, it seems clear that
the Greek future over the next few years will @stmacroeconomic actions, both
national and international. This undeniable assertnotwithstanding, | do
maintain that the Greek private sector has an itaporole to play in overcoming
the present crisis. This especially applies to &remall and medium-sized
enterprises (SMESs), which comprise an importanpgrioion of Greek firms.

The use of adequate SME governance tools atkGeeepanies might be
beneficial. Good governance leads to a betterioalsttip among stakeholders,
increases the effectiveness of board work and aetsvunknown potential at the
firm through better principles and practices.

Some Japanese tools that enhance governanceulis e applied to Greek

SMEs and smaller state organizations are preseimepeneral, SMEs, with fewer
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those of the University of CEMA. The author acknedges University of CEMA Prof.
Rodolfo Apreda’s advice on the subject matter a thaper and the editorial help of Ms.
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relative resources, face important conceptual aethadological difficulties when
implementing a governance structure. This asserfiaso true in Greece. Over
the past three or four decades, however, Japan@sagament techniques that can
be applied to implement and consolidate SME goveradave gained diffusion
all over the world. These tools are particularly &g Greek SMEs, due to their
flexibility, low cost, and rapid effectiveness.

Specific examples of applications to enhanceegmance at Greek SMEs are
provided. Tools applied are (1) A new SME govermaitdicator; (2)Hoshin
management; and (3) Effective meeting technolodne fhree tools interact in a

systemic mode.



[. INTRODUCTION

Corporate governance is a field of study andliegon that deals with
corporate by-laws, statutes, codes of good pragtioganagement of interest
conflicts among stakeholders, and accountabilittheffirm, among other themes.
SME governance has specific problems, and spegdigs to define, measure, and
approach them (Apreda, 2003; Gabrielsson, 2003uXac 2005 a). In order to
have an effective governance, companies must &i@nsbncepts into actions that
transform the company and its environment accortbrgpvernance concepts.

While larger companies, in general, display adée planning and control
mechanisms that put governance into daily pract8MEs, with fewer relative
resources, have methodological and conceptualcdififes to implement and
maintain a governance architecture. Over the tasetor four decades, however,
some Japanese management tools have gained wiagspifession all over the
world, and they can be applied to governance imefgation and consolidation
both at larger and smaller firms. In this articemphasis is given to SME
governance, as a fertile terrain for immediate effdctive implementation of a
governance structure through a few Japanese methogsrticular, the focus is
on Greek SMEs, given their prevalence in the cglintnoreover some of their
features invite Greek SMEs to apply simple andogiffe governance tools. |
believe that these applications can enhance SMErgauce in a few months, if
led by an active management group.

| present basic governance concepts as thepeapplied to SMEs and smaller
public organizations; | show key concepts of sorapafiese management tools
and how they could be applied to enhance governatc&reek SMEs, by
converting abstract concepts of SME governance gotwrete operating systems
that conduct daily aspects of governance. Theds toe: (1) A SME governance

! There are approximately 73 SMEs per 1000 inhatsitanGreece, a number well above the EU-
27 average of 40. More than 97% of all Greek eniggp are micro companies. Greek SMEs
account for a far larger share of total employn@et value added than the EU average. According
to the National Strategic Reference Framework 22013, just to quote another piece of data, 87%
of a total workforce of 1.785.000 employees worksatek SMEs. (NSRF, 2006).



indicator —based on the structure, although not dbetents— of the Japanese
Deming Price; the indicator serves as a monitormeghanism, as a checklist of
governance keypoints, and as a roadmap to betteergance; (2)Hoshin
management, with a well-tested, SME-oriented meattumy; hoshinmanagement
aims at short-term planning focusing on a few dbjes, calledhoshin to
overcome key problems in the context of a long-tptam; and (3) A system of
effective meetings, based on the experience ofdirlg Japanese shipyard; the
system organizes theéhoshin planning process and strengthens company
governance. All three tools are used in the condéxdt TQM-like system and its
quality methods. When systematically applied to a SME, they becoperative
and put in action SME governance concepts.

II. MAIN FEATURES OF GREEK SMES AND TOOL RELEVANCE

Most Greek SMEs are family firms and share tbemmon characteristics of
family firms around the world: a long-term perspest strong commitment to the
business and its strategy and a clear identityy theénimize agency costs; the
family is involved in the top management of the pamy and creates a working
environment associated with employee care and tigyebnflicts and succession
issues are key concerns, as well as governancesisaich as whether the CEO
belongs to the family.

In addition, studies show that an important lemgle faced by Greek family
firms is strategy formulation, as well as staff éoyment and succession from one
generation to the next, in the context of confhithnagement and resistance to
change. Agapitou & Theofanides (2008) present tiegges confronted by Greek
family firms: (1) The ability of family members &ffectively and professionally
manage the business, specially when there is tlesfar of ownership or

management from one generation to the following; TRe lack of a succession

! TQM means Total Quality Management.



plan and the confusion that this lack generatesnwthe generation in charge
leaves the business scene; and (3) Corporate gowenin particular, those issues
related to the protection of minority shareholdensérests that are rather isolated
from the decision making process of the firm. Iritidn, tighter regulation and
intense competition, both domestic and foreigngdd8MES to adopt modern tools
and philosophies.

Some Japanese tools are particularly apt tormeh@&reek SME governance, as
they allow a consistent treatment of strategic @ssuncluding adaptation to a
changing environment and succession, and governasaes such as minority
stakeholders” problems. In particulagshin management helps to reduce intra-
company conflict and systematically promotes chamhgeaddition, the tools are
flexible, of low cost, and rapidly effective, altti@active qualities for firms in a
difficult environment.

These methods are very simple to learn andSis#plicity is a highly regarded
value in basic sciences such as physics, althoogmeressarily in management
theory. However, simplicity promotes the diffusiohideas across organizations
and helps to consolidate change through a compaag-wovement. Simple tools
facilitate the participation of a great number oémbers of an organization,
leading to easier implementation of plans, better of collective wisdom, and an
increased identification of employees with compaoals and means. Table 1
indicates how key problems of Greek SMEs and tleevironment could be

addressed by Japanese management tools and propel@sing mechanisms.



Governance- Applicable
related aspects of tools to Operating mechanisms
Greek SMEs and address P 9
their environment them
HM. SME HM can draw specific plans with objectives of imrizte
Economic crisis Lo effect. The SME indicator measures and enhanceslboa
indicator. work
Reaqulation SME The SME indicator measures the quality of the iefships
g indicator. with the stakeholder goverment and enhances boarkl w
. The meeting system is a framework to collect ctiNec
Competition MS. . .
wisdom of owners and employees for strategy fortmna
Scarce resources tp HM, All three tools have an extremely low implementatand
develop a SME . i
T maintenance cost and they become the axis to cacBkéE
governance indicator, .
. governance architecture.
architecture MS.
Need for a long HM develops a plan for the first year of a longtgulan
. HM, SME ; S
term perspective indicator (usually, of five years). The SME indicator measuzad
and the formulation ' enhances board work as a creator of long-termesfies.
MS. ) .
of a clear strategy The MS collects collective wisdom.
Stron The MS leads to a regular treatment of all businekged
comn?itment to the MS, SME matters. The SME indicator measures and enhances
. indicator. relationships with diverse stakeholdes and evatuatel
business .
motivates the board.
The SME indicator measures and evaluates the effect
. . governance principles, related to a family proto&mi
Family members in .SM.E example; in addition, it evaluates and motivatesqadte
top management, | indicator, )
o board work. At the MS, family concerns can be
succession issues | MS, HM. . . ) .
systematically dealt with. HM can include successio
related objectives.
The SME indicator, in its stakeholder section, meas
employee relationships and can serve to improve tire
Employee care and SME addition, in its principles section, the |nd|caa|nproac_hes
T transparency towards employees, thus strengtheaireg
loyalty, staff indicator, > . .
employement MS ar_1d loyalty. Employees can participate in some mgst
' with the same effect. These mechanisms facilitater the
medium and long term, firm reputation and staff
employment.
The SME indicator is an overall guide to treat vas
Corporate . . : .
overnance issues SME goverance issues, including conflict managememnuih
gonflict indicator, the stakeholder approach, the principles and tlaedoaork.
MS, HM. The MS is a space to deal with problems. HM carséirne
management A " .
objectives addressed to solve specific conflicts.
Need to manage SME The SME indicator suggests that professionalizadtants at
rofessionall 9 indicator, the board. The MS can include training and edunatio
b y MS, HM. activities. Soménoshincan be related to professionalizatio
Resistance to The MS is a space to discuss resistance to chambdesign
MS, HM. policies to overcome it. Some HM objectives canradsl

change

change and deal with it over the planning year.

Table 1. Governance-related aspects of Greek SMEs@ their environment,
applicable tools to address them, and main operatgamechanismsHM: Hoshin
management, MS: Meeting system.
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lll. KEY IDEAS OF SME GOVERNANCE. AN INDICATOR

Yacuzzi (2008) proposes an indicator that messiBME governance. The
indicator is based on the measurement style ofJ#panese Deming Price, and
assumes a governance concept centered around dkise (1) Governance
principles; (2) Interactions among stakeholderst ) The work of the board of
directors. | adhere to a governance approach ashtam stakeholders, according
to which the firm must achieve harmony among dieenserests through the work
of the board and top management, on the basisfeivagovernance principles.
Table 2 shows fundamental themes of SME governamckits indicator. The
table is a summary of a larger questionnaire (Yai¢cu2008) that provides a
quantitative evaluation of SME governance, usid®@0 point scale.

Governance principles are a list of a minimuno$grescriptions for action that
emerge from the adopted governance design. Th&rgiluter area is given much
space among the elements to define SME governandeita measurement.
Clarkson (1994) characterizes the firm as a systénstakeholders operating
within the larger system of the host society; ttakesholders provide the legal and
market infrastructure for the firm’s activititie¥he firm creates wealth or value
for its stakeholders by converting their stakes igbods and servicésMargaret
Blair adheres to the position that considers firassinstitutional arrangements
regulating relationships among all the parts thettigbute to wealth creation with
specific assets. Finally, the area of board work rests on studieshsas
Gabrielsson (2003), which present directors’ wosk value-creating tools that
improve SME performance.

Although the proposed indicator is easy to itdepks complex, due to its large
number of elements. A simpler measurement instrawenlld be ideal, but it is

not available today. The literature shows a greahlver of complex indicators

! Clarke (2004), p. 195.
2 Blair (2004), p. 182.



used in management and finance theory, resemhtidigators used in National
Quality Awards, such as the Deming Price. A keyaitbehind these indicators is
that ‘things that matter must be measured; if theeye not, things could not be
improved and, even if improved, no one would realiz for sure.” In short,

National Quality Awards-type indicators define m@&asnent criteria and suggest

the need for a number of metrics, both financia aan-financial.

Area Themes
Explicit consideration of goverance (130)
~Provision of information (40)
“Directors’ representativeness (15)
CEO duality (15)
Shareholders’ position (230)
Employees’ position (80)
Customers’ position (55)
Stakeholders (500) Creditors’ position (25)
Suppliers’ position (55)
Governments’ position (10)
Society and environment'’s position (45)
Board'’s routine (20)
Competence and compromise (160)
Board’s work (300) Board’'s composition and behavior (35)
Control and monitoring (35)
Advise and networking (50)

General principles of governance (2Q

Table 2. Elements of the governance concept and its indicato Numbers
between brackets indicate the maximum number aftpdhat could be assigned
to each area or theme.

IV. HOSHIN MANAGEMENT *

Hoshin management is a management style that coordiatesganization’s
activities to achieve key objetives, callethoshin, and quickly react to
environmental changedoshin management involves the whole company and

integrates strategic management with daily managem® do this, hoshin

! This section is based on Yacuzzi (2005 b).



management links top managemkeashinwith lower levelhoshin in a process of
cascade deployment that goes all the way downraichrdaily management.

Hoshin management is a systemic process. A partial agpic of its tools
becomes suboptimal, as ends-means relationshipsoangroperly managed. Due
to its nature, which aims at integration of compantjivities,hoshinmanagement
can be considered as a framework for TQM, in whstfategic activities are
readily linked to operational activities; objectivare set at all levels; people are
motivated; changes are planned; and results céedrol

Hoshin is the Japanese word for magnetic compass; asandaneaning, it
means policy, in a general sense. Each top-manaderbgctive, as well as lower
objectives that are generated cascade-style, dled deoshin Hoshin plans are
detailed and mutually accepted by all members ofoeganization; they are
developed and implemented with simple tools thatlI¢he organization to its
objectives while it learns in the process.

Let us look at a simple model dbshin practice. Assume a firm with the
following structure: (1) Board of directors, (2) OE(3) Managers, (4) Section
chiefs, and (5) Employees, working individually @s a group.Hoshin
management starts by adapting the corporate viarah (five year) long-term
plans to changes in the economic and social envieon. From that adaptation,
(two year) medium-term plans and annual plans axgsdd for each one of five
levels. Thehoshinand the annual action plan for each manager'seffsection
chief's office, and employee is obtained by depigythe CEO’shoshinand key
action plans.

About two months prior to the start of the yghe CEO informs his managers
about thehoshin he plans to apply and about key elements in thieraplan.
Managers receive thos®mshinand key elements and, on that basis, prepare their
own preliminaryhoshinand action plans, through negotiation with hiscsdimate
section chiefs. Section chiefs, in turn, prepasdiminary hoshinand action plans

that respond to the action plan of each manag&ewise, groups and individuals



prepare their preliminarilgoshinand action plans according to each section chief's
guidelines.

Hoshin deployment involves frequent catchball activityat€hball is a kind of
negotiation founded on the analysis of objectiveshedule and resources of
different areas that creates a high level of traistong participantsHoshin
(objectives) are realistic and emerge from catdhbalich deals with means and
ends and employs physical units (such as numbedrugks or square meters)
rather than monetary units. The consistent useatwhball and physical units are
among the main differencé®shinmanagement has with other planning methods
such as management by objectives. Another differaacthat (annualhoshin
plans are part of a long term plan, usually a frear plan.

In generalhoshinplanning covers a calendar year; over the fissnsdnths, top
level management’soshinare deployed through catchball toward lower levels
During the process, upper level managers explailower level employees the
details of hoshin deployment. During the second half-year, a fingteement
between levels, from bottom to top, is reachedughocatchball; the agreement
implies commitment to the devised plans, thus olgpsihe anual planning period.

During the hoshin and plans design process, ends-means relationsings
thoroughly and explicitly discussed. At all levelgpals, metrics (preferably
quantitative) and timetables are established. Qua#ine goals inspire more
confidence than simple qualitative goals. Tasksathieve goals start and
improvement activities are carried out.

Goals are the basis of control. Goals and tbeimtrol method are established
during the planning cycle, after definihgshinand asigning resources to achieve
them. This is an application of the continuous iowement cycle (Plan-Do-
Check-Act, or PDCA) to the management process. Basmber in the firm must
have goals. Without goals, the PDCA cycle cannatlbsed, as the checking step
cannot be accomplished.

At the end of the planning periddpshinand key action plans are informed to

the company. From there on, the CEO interacts migéimagers and employees to

10



inquire about their advances and difficulties t@@xe the plans. Formal control
systems are not enough: personal interaction istaah

The correlation between the above descriptionthaf hoshin management
process and real cases has been documented itetaute. Moreover, | have had
the opportunity to observe it, during a period adirf years, at a leading Japanese

shipyard.

V. A SYSTEM OF EFFECTIVE MEETINGS *

A third important tool for SME governance is ystem of effective meetings.
Hoshin management assumes the existence of such a systesugh which
planning activity is deployed and controlled. Iistsense, thoshinsystem and
the meetings system are part of the same goverrencbéecture. Likewise, the
SME governance indicator is integrated in the systand used throughout the
year in the context of meetings amoshinplans, as a tool for learning, orientation
and control.

A system of effective meetings is a hierarchytalcture of regular meetings in
an organization. For example, let us assume a ifitegrated by the following
levels: (1) President, (2) Three managers (Adnmaisin and Finance, Operations,
and Marketing), (3) Six section chiefs or supertgs(iwo people report to each
manager), (4) Employees (reporting to section shief

Its meeting system would be a pyramid as in féidu The pyramid is an ideal
structure that is used recursively. Informatiomifosmoothly through it, from top
to bottom and viceversa, at least once a week.ds® |s it is designed, the
pyramid is an empty structure that is filled outhwiwo elements: (1) Systematic
search for important governance problems; and @hbts to solve them. During
meetings we emphazise two things: (1) Team work (@hd\ scientific approach

to problem-solving, based on data and facts.

! This section is based on Yacuzzi & Naiberger (3009
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Meeting of the CEO with
managers(Mondays, 8 to
9 AM)
Meeting of the Meeting of the Meeting of the
Administration Operations Manager Marketing Manager
Manager with his with his supervisors with his section chiefs
section chiefs (Wednesday, 8 to 9 AM) (Thursday, 8 to 10 AM)
(Wednesday, 3 to 4 PM

Figure 1. The basic structure of a meeting system. An example

A meeting system includes the following elemer(tsy Organization of the
pyramid, which is usually done by trial and err@@) Objetive determination, that
is, what are the most important themes to be delt; (3) Determination of
objective measurement criteria and problem solvimgthods; for a system to
work, methods for analysis and problem resolutimraquired; (4) Clarification

of manager and employee responsibilities regarttiagneeting system.

VI. OTHER TOOLS AND THEIR INTEGRATION

Japanese quality tools are an integrated syst@im.implies the use of classic
tools of quality management, such as the PDCA c¢yhieseven classic tools, and
the seven managerial tools. Classic tools intenrth newer and more general
methods. For example, the PDCA cycle is an integaal ofhoshinmanagement,
as we saw above. On the other hand, well-known T@QMs can be used in

problem solving during theoshinprocess, the meeting system, and the evaluation
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of governance through the SME governance indicaitve three main tools

presented in this article are themselves closeéggnmated, as shown in Table 3.

Hoshin Effective meeting

SME indicator
management system

The SME indicator | The SME indicator is

SME indicator provides guidelines | analyzed at meeting$

X to potenciahoshin on a periodic basis
and serves to contro| and serves to design
implementation. policies.

Hoshin(objectives) Thehoshinplan is

e | Conbecome femin x| ganored
9 the SME indicator. )
meetings.
The effectiveness of
Effective meeting the Imeetlng_ system |s_The meeting system
svstem ana yzegl Wlt_h _ is a source _of ideas X
Y appropriate indicator| for thehoshinplan.
items.

Table 3. How the SME indicator, hoshin management and the effective
meeting system conform a system.

VII. POSSIBLE APPLICATIONS OF THE TOOLS TO CONCRETE
GOVERNANCE ACTIONS

How can we integrate our tools to enhance SMEegmnce? One of their
characteristics is the freedom to mix them in vagsiavays. Freedom applies to the
order in which tools can be used, to the field mblecation, to the greater or lesser
intensity in control activities, to the scope aals, and so on. Each organization
should decide how to use the tools, as a functfats ourpose, its resources, the
time of implementation, and other factors.

Nonetheless, there are universal guidelineselassume that the proposed tools
are to be applied to SME governance, the startoigtshould be a governance-

enhancing plan. The plan could be part of a monege long-term plan, of which
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the hoshin plan would be the first-year plan. There are waiovays in which
hoshin management could be applied to the enhancemeBiMiE governance.
This is not surprising, as l@goshinis an objective to be met and, as long as this
objective is important, it is possible to introdut# ahoshinplan.

As an example, a firm could activate the workitsf board and include this
activation as one of the company’s annoashin Thus, ‘all’ areas would became
aware of the value and importance of using boasdukees to the limit. | highlight
the word ‘all’ as all areas and employees havechi@ce and obligation to use the
opportunities of an active board. If board actieaticonsists, say, in hiring an
external director, all managers and employees halle access to the experience
of this director in solving company problems infelient contexts.

In addition, all personnel, one way or anotlsuld have access to the new
director to learn as much as posible from his erpee. Access and interactions,
moreover, should not be casual or random, but rdthe result of a systematic
plan to integrate the new board member with alelevun the organization. The
plan would be in line witlhoshinmanagement ideas.

Problems in which the new director could operate those associated with
concrete governance actions, such as the followAkgards to management
performance; actions to enhance company cultutagsaand mission, as well as
leadership at all levels; implementation of an @thcode; and monitoring of
managerial actions. These actions could be follovegdapplying the SME
governance indicator in the context of a meetingtesy. Thus, from a concrete
governance actiorhoshin management would become operative, as well as its
associated meeting system and its SME governaeator, which would act as
a signal of the direction set by the enterprise asd vehicle of organizational

learning and control.
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VIIl. THE ROLE OF CULTURE

The proposed tools have the hallmarks of Japash feequently we hear
references to the difficulty of applying them irhet cultures, as they would be
products of a unique social and cultural environmedo believe, however, that
the socio-cultural view is limited; it assumes tlsacio-cultural values are the
explanatory variables while management methodsh&relependent variables. In
practice, however, socio-cultural values evolve @ndould be inconsistent to
assume that the reality of management is deternbgexlilture alone. There might
be some features in Japanese culture, such agloiscand groupism, which
cannot easily be transported to other cultures,theatkey to effective learning
from the Japanese consists in adopting technologcés that trascend culture
and history and can be applied in foreign cultuBasconsistently applying them,

a new culture can be created through a large-soaial network.

IX. THE ROLE OF GOVERNMENTS AND NATION-WIDE
ORGANIZATIONS

Systematic adoption of the governance tools praposéhis article implies what
Shiba et al. (1993) call ‘a mass movement’, thatiset of activities and change
actions that reach everyone in the companfor the mass movement to take
place, the role of CEOs and middle managers inngaahd implementing change
is key, as any practical change theory would mantai

Not so common, however, is the process of nédiwgrand societal diffusion.
The process is important because the learning of $lernance is a kind of

societal experiment, which advances by trial-amdrerAdvances can be quicker

! Shiba et al. (1993), p. 307.

15



and less costly if good experiences are sharedlégga number of companies and
individuals. Based on the experience of Japan Wwi&h TQM movement, a few
ideas can be advanced that might be applied tGthek case.

Three elements were necessary in Japan faliffiasion of TQM practices: (1)
A supporting structure for networking; (2) Shariegl cases across all firms; and
(3) The work of change agents external to the campBlements (2) and (3) are
self-explanatory. Element (1), the supporting gtree; included several parts,
among them: Japanese promotion organizations, potlernment and semi-
private; training on a nation-wide scale, at allels of the educational system;
knowledge dissemination; promotional activities; damational standard
certification’ Similar actions could be recommended for the difin of SME

governance in Greece.

! Shiba et al. (1993), p. 510.
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