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Abstract

A medium size firm acquires a business which was promoted by the R&D of a large size
firm and for which the market was created by the large firm. Business evolution achieved
by Tonox Co., Ltd., a specially-equipped vehicle OEM, headquartered in Hiratsuka-City,
Japan (Tonox), has various implications for viewing survival and expansion of business by
medium and small size businesses.

Tonox has made steady business growth through withdrawal from one business,
expansion into a new business, and transformation of its core business around the
relationships with large size firms. Tonox occasionally made wise investment decisions
ahead of the times, and strategically built its core competence. Tonox proactively bought
out businesses for synergy with its existing technologies, and thereby, made inroads in
new business fields. This was not mere a business diversification, but corporate activities
responding to calling of time through transformation of its major business and restless
renovation of its organization.

How did Tonox achieve business transformation, and why was it successful? This study
elucidates success factors of business transformation by analyzing the case that Tonox
acquired the business of instrumentation from the construction machinery maker to
expand its business scale. The result of the analysis indicated that the two main reasons
were critically important: high EO (Entrepreneurial Orientation) which refers to the

tendency of firm' s innovativeness, proactiveness and risk taking, and the geographical
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proximity which facilitates easier knowledge transfer. In addition, practical implications
were derived for medium and small firms and for governments that seek industrial

development measures.

Key words: Business Succession, Small and Medium Enterprises, Core Competence,

Entrepreneurial Orientation, Geographical Proximity
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