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It's been serious business environment for Small and Medium Company. Most of
them set about Business Innovation to survive themselves.

In order to strengthen support for business innovation, government enacted the new
Law on Supporting Business Innovation of Small and Medium Companies (1999).

According to the government report, about 60% of Small and Medium Company has
succeeded to achieve their goal using this law. But it means other 40% are failed. The
report says that unsuccessful reasons are a wrong market finding and a lack of organiza-
tion system. But are they only causes to fail?

It seems that Small and Medium Companies do not have knowledge sharing system
for making a business innovation and knowledge management process does not work
well for them.

In order to find out hindering factors on Business Innovation of Small and Medium
Companies, I made an interview survey for 5 executives in Oita Prefecture using applied
knowledge management theories.

As a result of the investigation, we found that those hindering factors have been con-
firmed as follows :

1) Workers do not have enough awareness of proceeding Business Innovation.

2) The methods of solving the problem that has been occurred on proceeding Busi-
ness Innovation is uncertain.

3) The problem of communication in the process of Socialization and Externalization.
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