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[Abstract]

The hypothesis of “liability of newness” has stimulated the entrepreneur research by
macro organization theorists. Strategic management literatures also arose from literature
that focused on the concept of legitimacy coined by institutionalists, intending to control
legitimacy to overcome the “liability of newness”.

The purpose of this article is to insist on the importance of strategic management of
legitimacy for newly founded firms. Especially, it is true for the local industries referred here
as a case, where the production division consisted of innumerable SMCs forms an
organizational field functioning as a base of local legitimacy.

In view of the case study, it was able to be taken that the newly founded firms in such
environments tried to survive by exploiting the local legitimacy as a resource. Moreover, it is
pointed as future issues that co-optation strategy in the early institutionalism can be more
valid than the dichotomic antagonism premised in the neoinstitutionalism, and that the
strategic change must be examined in the light of the changing liability over the stage of

organizational growth.
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