
The Impact of Internal and External Influences Upon Management 

Practice Adoption and Strategic Decision-Maldng in Growth 

Oriented Firms: An Empirical Investigation 

By 

Gary Packham 

A submission presented in partial fulfAment of the requirements of the University 
of Glamorgan/Prifysgol Morgannwg for the Degree of Doctor of Philosophy 

January 2001 



ABSTRACT 

This thesis provides an examination of how and why growth firms adopt and implement 

management practices and processes. It also analyses the extent to which management 
development can facilitate further expansion and provide growth oriented firms with 

sustainable competitive advantages. 

The continued interest given to the small business sector by policy makers and academics 

can be attributed to the belief that these ventures will increasingly become the 

cornerstones of economic prosperity and wealth creation. The study draws its 

participants from the Wales Fast Growth Fifty Network, an initiative set up to champion 

the cause of growth firms in Wales. This initiative highlights that despite past successes 

in securing inward investment, the economic future of Wales will increasingly be 

4ependent upon indigenous growth oriented businesses. The research adopts a two 

stage qualitative methodology and results are based upon three group interviews 

involving 18 growth oriented firms and a further 31 semi-structured interviews with 

owner-managers of growing business ventures. 

The phenomenon of small firm growth has been approached from a wide range of 

theoretical perspectives. These approaches fail however, to explain how the abilities and 

motivations of the entrepreneur or owner-management team shape management 
development. Moreover, previous studies have yet to explore the internal mechanisms 

of the firms and in particular the extent to which firms can manoeuvre themselves into 

favourable market positions by establishing competency and knowledge based barriers to 

competition. 

This study contends that the effective adoption of management practices and processes 

geared to long term market advantage is determined by the ability and experience of 
owner-managers. The research also reports that management practices such as 
marketing, planning, quality assurance and standardisation are all routinised and utilised 
by growth firms to engender sources of sustainable competitive advantage. Finally, a 
theoretical framework is posited, utilising the concepts of an entrepreneurial and 
management filter developed and refined in this thesis, to explain management 
development and how competitive advantages emerge. 
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Chapter 1: Introduction 

1.1 Overview 

This thesis is a study of how and why certain management practices are adopted by small 
to medium sized growth firms. The research undertaken posits that strategic decision- 

making and management practice adoption in growth oriented firms is governed by an 
entrepreneurial filter. In addition, this work argues that as small firms evolve a 
management filter emerges which has an increasingly significant impact upon the 

subsequent strategic direction and scope of growth firms. 

The study builds upon several important contemporary themes regarding the commonly 
held view that growth oriented small to medium sized companies have a significant role 

to play in fostering sustained economic development. The phenomenon of small 
business growth has been approached from a wide range of theoretical perspectives. In 

general, it is acknowledged that a number of internal and external factors influence small 
business growth. Previous research has often utilised growth as a dependent variable and 

examined its relationship with a number of independent factors such as firm, age, size, 
location, characteristics of the owner-management team, market orientation and strategy. 
Whilst it is evident that external variants do impact upon growth, the fact that only a very 

small percentage of firms achieve notable growth implies that internal influences such as 

management development and the ability and motivation of the entrepreneur or owner- 

management team are significant detern-dnants of growth'. 

This study has examined growth from a number of differing perspectives, but has paid 
particular attention to the influence exerted by the entrepreneur or owner-management 
team upon the adoption and implementation of management techniques and processes. 
Despite the notable contributions made by the existing literature, research has yet to 
adequately address how and why growth firms adopt certain management practices. In 

response, t1-ds thesis develops the concepts of the entrepreneurial and management filter 

as possible instruments by which the adoption of management practices and their 
subsequent affect upon strategic decision-making can be explored and explained. In 

11 Note: A recent report by the Federation of Small Businesses (2000) on small firm survival and growth in 
the United Kingdom concluded that the characteristics, ability and motivation of entrepreneurs were instrumental to firm survival and growth 

2 



Chapter 1: Introduction 

addition, this study also investigates the extent to which management practices adopted 
by growth firms can be considered sources of sustained competitive advantage. 

Previous research has usuafly opted for a quantitative approach to smaU business growth 
in an attempt to establish cause and effect relationships between a number of 
independent variables (O'FarreU and Hitchens 1988; Storey 1994; Smallbone et al 1995; 

European Commission 1996a). Other studies have chosen to utilise matched sampling 

techniques to discover whether there are any fundamental differences between growth 

and non-growth firms. It is argued in this thesis that a quantitative methodology was 

unlikely to produce any meaningful interpretations of how and why growth firms adopt 

certain management practices. Instead, this study adopted a qualitative methodology to 

examine management development in growth firms. The research also focuses upon a 

particular region of the UK in order to reduce any potential external variances. This 

study concentrates upon Welsh growth firms. There is currently little research in Wales 

regarding growth oriented companies and consequently this study is the first of its kind 

in Wales to investigate the phenomenon of growth from a management development 

perspective. 

From a review of the existing literature, four research questions are developed to 

investigate how and why growth firms in Wales adopted certain management practices 

and processes: 

How do personality and background characteristics of the owner-manager or 

entrepreneurial team influence the adoption of management practices in growth 

firms? 

e Why do growth firms adopt certain management practices? 

To what extent have the management practices adopted by growth firms secured a 

sustainable competitive advantage? 

How do the management practices adopted by growing firms influence subsequent 
strategic decision-making?. 

3 
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These research questions are explored through a two-stage research strategy. The first 

stage involves 18 firms in three group interviews to examine the management 
development challenges faced by growth oriented firms. In the second stage, 31 semi- 

structured interviews are conducted with owner-managers of Welsh growth firms. These 

interviews are designed to specifically examine the research questions developed in this 

thesis. 

Results from the study suggest that the personality and background factors of owner- 

managers have a significant impact upon the strategic direction, scope and development 

of growth firms. The research also provides evidence that growth is not necessarily 
dependent upon a transition from an entrepreneurially to a professionally managed 

organisation. Instead, this study argues that growth oriented owner-managers possess a 

particular managerial awareness that drives them to formalise key processes to enable 

them to effectively manage the growth process whilst simultaneously pursing new 

opportunities. 

The stuay also reports that practices such as marketing and processes aimed at the 

protection of patents and intellectual property rights provide evidence of owner-managers 

attempting to build sources of sustainable competitive advantage. These practices in 

conjunction with planning, quality assurance, financial reporting and standardisation all 

suggest that owner-managers of growth firms in Wales are attempting to build the 

necessary competencies to maintain these advantages. In addition, this thesis illustrates 

that the use of benchmarking, customer feedback and the recruitment of additional 

expertise are all utilised by growth oriented entrepreneurs to expand the productive 

opportunities of their firms. Finally, the research submits that the adoption of 

management practices and processes leads to the development of a management filter. 

This filter combined, in turn, with the entrepreneurial filter, has a significant effect upon 

the subsequent strategic scope and direction of the firm and influences decision-making at 
both an operational and strategic level. 

1.2 Thesis Outline 

The thesis is divided into ten chapters. The initial three chapters investigate the current 

small business and entrepreneurship literature. Chapter two discusses the general 
importance of small to medium sized enterprises to an economy and the significant 

4 
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contribution made by growth oriented businesses to economic prosperity in terms of 

employment and wealth creation. It also examines the different approaches utilised by 

academics and policy makers to investigate the phenomenon of small business growth. 
During this review the chapter reaches the conclusion that whilst there are a wide range 

of external factors that are conducive to growth, the ability of a f= to realise growth is 

dependent upon the ability and willingness of the entrepreneur or owner-management 

team to facilitate growth. 

The third Chapter focuses upon the influence that is exerted by the owner-manager or 

entrepreneurial team upon firm growth and development. In this sense, reference is 

made to literature that contends that growth oriented entrepreneurs share a common 

personality profile. This chapter however, suggests that there is no correct combination 

of personality characteristics or background factors that can distinguish growth oriented 

entrepreneurs from small business owners. Nevertheless, the chapter argues that the 

personal attributes, skills, knowledge and experience of the entrepreneur or owner- 

management team are inextricably linked to strategic decision-making and hence effect 

firm development. 

Chapter four discusses the importance of management and sustainable competitive 

advantage to small firm growth.. The Chapter outlines the important role management 

plays in securing and maintaining a firm's strategic position. It also outlines how 

management within a small firm is a unique process that is subject to continuous change. 

The Chapter concludes that it is the ability of management to identify, develop and re- 
deploy these capabilities in response to environmental opportunities and threats that 

ultimately decide the longevity of firm growth. In addition, it suggests that owner- 

management preferences and perceptions are also key determinants of the management 

techniques adopted by growth firms. 

The next two Chapters focus upon the identification of a number of related research 

questions and the development of a suitable conceptual framework and methodology to 
investigate how and why certain management practices are adopted by growth firms. 
Chapter five discusses the primary research aims of the thesis and develops the concepts 
of the 'entrepreneurial' and 'management' filters. TI-ds Chapter also poses the four 

research questions that focus the study on exploring why certain management practices 
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are implemented by growth firms and the extent to which these management practices 

endow firms with a sustainable competitive advantage. 

Chapter six focuses upon the research methodology used to address the research 

questions developed in Chapter five. The Chapter also reaffirms the importance of 
adhering to the primary research objective and provides a justification as to why a 

qualitative approach is a suitable methodology to achieve this objective. 

Chapters seven and eight report the results of the group and semi-structured interviews. 

Chapter seven discusses the initial stage of the research, which involved conducting three 

group interviews with a total of 18 owner-managers from the Wales Fast Growth Fifty 

Network. Chapter eight builds upon the observations made in the preliminary study. It 

is divided essentially into two parts. The first part illustrates the heterogeneity of the 

firms involved in the second stage of the study and includes rudimentary firm data and 
information concerning the backgrounds of participating owner-managers. The second 

section discusses the results of the serni-structured interviews conducted with owner- 

managers of growth firms in Wales and the qualitative data is organised so that the 

research questions developed in Chapter five are addressed. 

Chapter nine analyses the results of the preliminary study and semi-structured interviews. 

The Chapter contends that the concepts of the entrepreneurial and management filter 

developed in Chapter five provide a suitable framework for understanding how and why 

management practices are adopted by growth firms. Based upon the main observations 

of this study, Chapter ten outlines possible implications for policy makers and identifies 

areas of future research. 
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Chapter 2: The Phenomenon of SmaU Business Growth 
The continued interest in growth firms by academics and policy makers stems from a 
deep rooted belief that it is possible for the small firms of today to become the large, 

international champions of the future. Indeed, there are a number of success stories in 

which small firms have become market leaders and even companies such as Microsoft, 

Tesco and Virgin have all evolved from very humble beginnings. Nevertheless, it is an 

unrealistic assumption that small firms can be viewed simply as being little big businesses. 

The small business sector is highly heterogeneous and thus, there are numerous factors 

that either promote or constrain growth. Moreover, even in favourable conditions the 

majority of small firms remain small implying that growth is not simply an automatic 

process. This chapter explores the phenomenon of small business growth by first 

looking at the role small firms and high growth firms are expected to play in fostering 

competitive and prosperous economics. The chapter evaluates how different approaches 

to growth have been utilised to explain small firm growth and sustained superior 

performance. The chapter concludes by positing that despite the notable contribution 

these approaches have made to understand small firm growth, research has yet to address 
how small firms achieve growth and how management processes and resource allocadon 
facilitate the growth process. 

2.1 Small and Medium Sized Enterprises in Context 

Ever since the early 1970s, small firms have been recognised by economists and 

governments throughout the western world as being essential to economic development 

in terms of wealth creation and employment. In addition, the escalating importance of 

small and medium enterprises (SMEs) to national economics have led to a number of 

policy decisions aimed at ensuring support for business start ups and encouraging 

established firms to grow (Kinsella et al 1994). SMEs account for 99.8% of all firms, 

66% of total employment and 65% of business turnover in the European Union 

(Reynolds et al 1999). It is even argued that smaller companies not only generate a 
significant share of new employment but also play a crucial role in terms of economic 

growth and development (European Commission 1996a). 

To date there is still no definitive measure of the total number of firms in the UK and 
proportion of which can be categorised as SMEs- There have been a number of 
commendable attempts to review existing data sources in order to produce an 
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approximate figure for the number of businesses in the UK. For example a study by 

Bannock and Partners (1989) cndeavoured to construct a more comprehensive data set 

of the total number of firms in the UK by amalgamating a number of data sets from a 

wide range of sources. This study utifised VAT-based data as its principal unit. VAT 

registration was used as apart from a few sectoral exclusions it provided comprehensive 
data on businesses which have a annual turnover in excess of the minimum threshold set 

by the UK government. Bannock and Partners (1989) supplemented this data to include 

an esdmate of the number of firms that were unregistered for VAT due to their size, to 

produce a summary of the number of firms in the UK by legal status. Whilst this 

method has subsequently been enhanced to include information on firm size and 

employment (McCann 1993), it is generally conceded that due to a myriad of 

constraining factors hindering overall accuracy, figures pertaining to the total number of 

firms in the UK remain speculadve (Storey 1994). 

One of the major problems in trying to identify the number of SMEs in the UK 

economy is that historically there has been no uniformly satisfactory definition of what 

constitutes either a small or medium business (Storey 1994). Traditionally objective 

measures of size, such as number of employees, net worth and turnover, have been 

operationalised but fundamental differences at the sectoral level have often meant that 

these definitions cannot be universally applied. To address the problem of heterogeneity, 

the Bolton Report (1971) proposed that in economic terms a firm could be regarded as 

being small if it was independently owned, managed by its owner(s) in a personalised way 

and had a relatively small market share. In addition to this economic definition, Bolton 

(1971) acknowledged that any definition had to embrace sectoral differences and 

consequently introduced a statistical equivalent for a variety of sectors ranging from 

manufacturing and construction to retailing and miscellaneous services. These 

definitions however, have been subject to a number of criticisms relating to complexity 

and comparability. Moreover, the Bolton definition relies on the orthodox economic 

concept of perfect competition, ignoring the fact that many successful small firms 

occupy particular market or geographical niches (Storey 1994). Perfect competition also 
implies that small firms are, to all intents and purposes, unable to influence the external 
environment despite the Bolton Report's (1971) own admission that the SME sector is 

essentially a primary source of innovation and change (Stanworth and Gray 1991). 
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In response to these criticisms, an attempt has been made by the European Commission 

to introduce an all-encompassing definition of a smaU or medium business. By reducing 

the definition to a single criterion, namely employment, the commission has been able to 

eliminate the problems of complexity and non-comparability and ensure that the 

definition adequately reflects the stages of SME development (Atkinson and Meager 

1994; Storey 1994). More recently, this interpretation has been enhanced by the 

European Commission (1996b). This new definition now includes additional measures 

relating to independence, turnover and the size of a firm's balance sheet in addition to 

the employment criteria (Table 2.1). 

Table 2.1: European Commission - Small and Medium Sized Enterprise Definitions (Feb. 1996) 

Criterion Micro Small Medium 

Max. no. of employees 10 50 250 

Max. annual turnover 7Mecu 40Mecu 

Max. anrýW balance sheet total 5Mecu 27Mccu 

Independence (external ownership by another firm) 25% 25% 

Note 1: IMew = C630,000 Pndon Stock Exchange, Nog IY99) 

Note 2: to qua OF as an SAIE, both the et*ý? yee and independence criteria needs to be satisfied in conjuncdon mitb either 

the fmmover or balance sheet total criteria 

Despite these changes, it is pertinent to note that the single employment criterion is still 

prevalent in the UK (Department of Trade and Industry 1998a). In this context, micro 
firms are viewed as having less than ten employees, small firms are defmed as employing 
less than 50 people and medium sized firms having no more than 250 employees. 

Recurring problems with existing definitions have also led researchers to establish a 

number of grounded interpretations on what can be considered a small or medium firm. 

Thus, it is common to see the use of different objective variables, such as size, 
profitability and turnover in sectorally specific studies to defie a small or medium sized 
firm in relation to a particular sector, market or region. Historically, this has proved 
useful when examining behavioural or managerial issues associated with the small firm 
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(Storey 1994). One alternative perspective to identiýýing the characteristics of a small 
firm has been to examine the fundamental differences between small and large fuims. 

Small firms differ from large firms not only in terms of size but also management style, 

structure and organisational governance (NWer et al 2000). In fact, it is submitted that 

the differences between large and small firms are so pronounced that it is insufficient to 

view these distinct forms as one homogeneous grouping for the purposes of comparative 

analysis (Penrose 1995). Furthermore, Wynarczyk et al (1993) maintain that the concepts 

of uncertainty, innovation and evolution effectively distinguish the small firm from its 

larger counterpart. Uncertainty provides that small firms can generally be viewed as 

being price takers (O'Farrell and I-Etchens 1988). In tl-ýs sense, it is purported that small 

firms can rarely offer products or services above the prevailing market price and as a 

result are more susceptible to socio-economic fluctuations. Conversely, it is argued that 

the entrepreneurial nature of the small firm enables it to respond quickly to change and 

adopt innovative techniques, whereas large traditional firms are consistently being cited 

as cumbersome, inflexible and diffident to change (Lefebvre et al 1997). Nevertheless, it 

is important to note that whilst large firms are beginning to embrace Intrapreneurship' as 

a vehicle for creativity and flexibility, small firms are often unable or unwilling to 

operationalise new concepts and practices due to the preferences of the owner manager 

or the lack of relevant resources (0' Farrell and Hitchens 1988). Finally, small and large 

firms are different in terms of evolution and change. Large firms have comprehensive 

administrative structures, asset bases and formalised management practices that afford 

them relative stability, whilst the volatility of the small firm sector provides that smaller 

ventures often experience transformational change but discontinuous evolution. 7bus as 

firms grow, many changes occur which influence the structure of the organisation and 

the style and role of management (O'Farrell and Hitchens 1988; Storey 1994; Dyer 
1997)3. 

I Note: In certain circumstances however, small firms, through the process of innovation can introduce 
new products or develop new markets that are protected by either intellectual property rights or patents. 2 Note : Intrapreneurship used in this sense simply refers to entrepreneurship within an existing corporate 
setting (see Pinchot 1986). 
3 Note: This statement does not infer that growth is linear. Sections 2.3.1 and 2.3.3 emphasise this fact, 
arguing that growth is not an automatic or simple process. 
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Given the relative importance of the SME sector to the UK economy in terms of job and 

wealth creation it is perhaps somewhat surprising that a concerted effort has yet to be 

made by governments to minimise the problems of data source accuracy and SME 

definition. One possible reason for this apparent apathy could be attributed to the fact, 

that many small firms cannot be realistically captured using existing business registers due 

to various tax related exemptions (Bannock and Partners 1989). Consequently, whilst it 

is reasonable to conclude that the structural economic realignment, technological change, 
fragmentation and unemployment have been instrumental to raising the profile and 

significance of small firms in the UK economy, any measure of this impact is at best, a 

rough estimate (Storey 1994). Recent estimates however, suggest that there are 

approximately 3.65 million enterprises in the UK and in 1994, micro enterprises 

employing less than five people accounted for 89% of all enterprises, 24.3% of 

employment and 14.1% of turnover (Hughes 1997). 

It is contended that in terms of net job creation SMEs have been able to more than 

compensate for job losses in large enterprises. Additionally in recessionary periods small 

enterprises are often better equipped to absorb economic shocks and are less inclined to 

pursue downsizing strategies than their larger counterparts. Notwithstanding this fact, 

employment creation in Europe has been far from impressive in addressing the problems 

associated with unemployment when compared with SMEs in the United States which 

created over 2.1 million jobs in 1994 (European Commission 1996b). 

It is maintained that the increasing importance of the service sector, the proliferation of 

small scale technological production, outsourcing, fragmentation and easier access to the 

global market place offers a bright future for new and emerging enterprises in Europe. 

Failure, however, continues to be the major characteristic of the small business sector 
(Storey 1994) with an average 50% of small ventures in the European Union failing 

within the first five years of trading (Burns 1996). Small ventures are often subjected to 
hostile environments in which high interest rates, unfair competition, unequal power 
relationships and lack of resources are all cited as factors that are detrimental to small 
firm survival (Hall 1992; Keasey and Watson 1993; Storey 1994). Thus, it is reported that 
the growth in the number of small firms in recent years represents the effect of a copious 
number of start-ups but also a large number of small business deaths. This process, 
labelled 'churning, is an essential part of the small business sector dynamic and it is 
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maintained that many small firms simply cease trading and start new ventures in order to 

respond to emerging business opportunities (Burns 1996). Despite this evidence, it is 

argued that factors that lead to business cessation are not known with any certainty and 

can often only be identified after a business has failed (Storey 1994). Nevertheless, it is 

commonly accepted that infancy, size, customer dependence and an inability to manage 

change and make strategic adjustments are instrumental to business failure (Smallbone et 

al 1992; Hall 1992; Storey 1994), whilst the desire to grow and continuous adaptation are 

positively correlated with survival (Smallbone et al 1992,1995; North et al 1992). 

Evidence from the United States however, continues to persuade acadernics and 

governments alike that the commitment to sustaining and developing entrepreneurship 

should be maintained. Data from the US reports that whilst companies listed in the 

Fortune 500 have lost a total of 5 million jobs, other SMEs have created more than 34 

million jobs since 1980 and that in 1996,15% of fast growing firms accounted for 94% 

of the 1.6 million jobs created by small businesses (Reynolds et al 1999). In light of this 

data, it is perhaps unsurprising this intense entrepreneurial dynamism, rapid growth 

coupled with low inflation and unemployment, support claims that entrepreneurship is 

synonymous with economic growth (Reynolds et al 1999). Furthermore, in a recent 

Department of Trade and Industry white paper tided - Our Competitive Future: Building 

the Knowledge Driven Economy, the UK government (1998b) further advocated the 

role of entrepreneurship to an economy by concluding that: 

preneursbip and innovadon an central to the creative process in the economy 'E n tre 

. 
prrneurs and to promofing growtb, inctrasing prvducfitiy and creafingJobs. Entre 

. 
portunides and take risks in theface of uncertaino to open new markets, sense op 

designproducts and develop innovativeprocesses' (P. 14) 

As a result it is surmised that entrepreneurial activity within the small business sector in 

the UK will continue to play a pivotal role in improving national and regional economic 

prosperity. Recognition of the fact that small businesses are generally better placed to 

respond to changes in the market and that economies of scale are no longer as important 
in a society where consumers demand bespoke goods and services, will ensure that small 
businesses continue to warrant increased attention (Burns 1996; Reynolds et al 1999). 
Moreover, it is envisaged that these changes will augment the small business sector as 
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social changes and market opportunities attract more and more people towards 

entrepreneurship, allowing small firms to become fully integrated into the mainstream of 

economic activity (Burns 1996). 

2.2 SmaH Business Growth and Its Importance to an Economy 

It is acknowledged that growth oriented SMEs exert a strong influence on national 

economies, especially given the rapidly changing and highly competitive markets that 

now exist (Yeh-Yun-Lin 1998). Furthermore, it is argued that companies that can 

respond flexibly and creatively to market, technological and societal developments 

establish strong positions and enjoy superior performance (Balje and Waasdorp 1999). 

As a result, the ability to seize and fully exploit the potential of opportunities has become 

an increasingly important factor in fast changing environments for businesses and is a 

characteristic often associated with successful, high growth firms (Balje and Waasdorp 

1999). 

The Bolton Report (1971) reported that the small business sector was very likely to be 

the seedbed from which the large firms of tomorrow would develop. Studies have 

ensued pertaining to the importance of small firms to national and regional economies in 

terms of employment, wealth creation, competition and innovation. Despite these 

claims, subsequent research has reported that in the majority of cases small ventures 

remain small (Gibb and Davies 1990; Storey 1994; Smallbone et al 1995; Barkham et al 
1996). In fact, it is maintained that in light of empirical research, failure seems to be a 

more common characteristic of the small business sector (Storey 1994). A minority of 

small firms however, do experience growth and empirical evidence suggests that these 
firms make a disproportionate contribution to wealth and employment creation (Storey 

et al 1987; Storey et al 1989; Gibb and Davies 1990; Storey 1994; Westhead and Birley 

1995; European Commission 1996b; Fischer et al 1997; Delmar and Davidsson 1997; 

O'Gorman 2000). It is still commonly asserted that out of every 100 small firms, the 
fastest growing four firms will create half the jobs in the group over a decade (Storey et al 
1987; Storey 1994; Barkham et al 1996). Notwithstanding the fact that it is possible to 
level criticism at the methods employed to support this generalisation in terms of sectors 
and the quality and age of the data used, it is pertinent to note that subsequent studies 
which have attempted to address these limitations have often yielded similar results 
(Storey 1994). One study by Gallagher and IýUler (1991) which compared the 
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performance of 2,600 firms in Scotland with 20,000 firms in the South East of England 
led to the conclusion that in both samples high flying fmns were responsible for creating 
a disproportionate amount of employment. More recently, the Department of Trade and 
Industry's White Paper on Competitiveness (1998b) stated that whilst the UK had more 

people wanting to start a business than many other countries; 

'[Wben] coVared to the United States, too few of these businesses acbjeve 
gromtb ... [because] tby lacked a com pefifive edge and tbeirfounders often lack[ed] 

the ambidon and ca pabilifies to manage gmwtb' (P. 14) 

In the early 1980s in a number of EU countries, but particularly in the UK, the major 

policy and strategic emphasis was placed on stimulating new firm formation (Storey 

1994; Burns and Harrison 1996). This emphasis was due in part to evidence that 

suggested that the smallest firms were responsible for the preponderance of innovation 

and employment creation (European Commission 1996b). Towards the end of the 
decade however, a re-evaluation of the role played by small firms in national and regional 

economies, revealed that a small but highly significant number of high growth firms 

could not only explain the bulk of new jobs created but also generated the most 

significant innovations (European Comn-ýdssion 1996b). Thus, with increasing concern 
being shown about growth and employment opportunities within the UN, there has been 

a notable shift in the interests of policy makers and SME assistance organisations from 

supporting business formation to focusing on the needs of growing companies (Gibb 

and Davies 1990; European Commission 1996b). 

One significant reason for this shift in interest was in relation to the limited resources 
that support organisations and policy makers could give to the small business sector. It 

was therefore decided that given these circumstances, resources should be deployed to 
various sectors, regions and businesses where there were greater chances of success in 

terms of exporting, renewal, innovation, employment and wealth creation (Gibb and 
Davies 1990). 

This emerging rationale can be illustrated by examining the current size of the small 
business sector in the UK. There are approximately 3.65 million enterprises in the UK 
(Department of Trade and Industry 1998a). This figure effectively encompasses all 
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business types from the self-employed to large organisations employing more than 500 

people. The number of firms recorded in the UK has remained relatively stable over the 

past 10 years but in absolute terms the UK's total business stock has increased by 1.3 

million since comparable figures were first produced in 1980 (see Figure 2.1). This 

growth can be explained primarily by the increases in self-employment. Of the 3.65 
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million businesses in the UK in 1998,2.33 million (62.16%) of all firms can be classified 

as businesses without employees, leaving 1.32 n-dffion firms that currently employ a 

workforce (Department of Trade and Industry 1998a). 
Source : Deparlment of Trade and Indusfty - Small and Medium Enterprise Stahslicsfor the UK 1998 

Figure 2.1 Number of Businesses in the United Kingdom 1980-1998 

The majority of these firms, as previously stated, can be described as being either a small 

or medium enterprise and it is therefore unsurprising that support organisations and 

policy makers were unable to provide adequate resources to assist and develop the small 
business sector as a whole. Moreover, empirical evidence suggesting that over half of 

these businesses will cease trading within the first five years of inception (Burns 1996) 

and the realisation that only a handful of surviving small Firms will make a significant 

contribution to an economy would also provide a strong case for lavishing greater 

support on growth oriented small Firms. Additional support for this claim is provided by 

the Inc. 500 in the United States and data on the subsequent performance of fast 

growing companies, first listed in 1985. The report highlighted that of the 500 firms 
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idcndficd, 328 had recorded net employment gains, creating a staggering 81,900 jobs and 

were still outpacing the US economy by between 9% and 24% (Mangcladorf 1996)4. 

It is therefore apparent from this evidence that the growth company has been the focal 

point for UK public policy in the 1990s (Gibb 1998). There is however no agreement as 

to what constitutes a growth firm. Previous research has used a myriad of different 

definitions in its analyses of growth including historical growth, potential growth, 

clusters, exporting potential and fmancial performance (Gibb 1998). Furthermore, there 

is increasing evidence to suggest that relatively few businesses maintain the persistently 
high growth rates that are necessary to make the transition from start up to maturity 
(Hughes 1997). The concept and identification of the fast growing SME has been 

alluded to in a number of US and UK research studies. It is evident from this research 

that, in general, three measures of growth are commonly used to identify high growth 

firms (European Commission 1996b). These measures are turnover, profitability and 

employment. The contribution of small and medium firms to employment creation has 

received increased attention in recent years and studies by Storey et al (1987), Woo et al 

(1988) and Westhead and Birley (1995) have all utilised employment growth to 

investigate high growth firms. The most commonly used measure of growth is turnover 

(European Commission 1996b). Due to ease of identification and accessibility of data 

there is a plethora of research studies and a number of regular published listings that 

employ turnover to identify high growth firms. For example initiatives such as the 

Inc. 500, The Sunday Times/Virgin Fast Track 100 and The Western Mail's Wales Fast 

Growth Fifty all publish lists of fast growing firms based upon either absolute increases 

or annualised compound increases in turnover. In addition, studies by Siegel et al (1993), 

Smallbone et al (1995) and Delmar and Davidsson (1997) use differing levels of sales 

growth to define high growth companies. In contrast to sales, profitability is the least 

used of these measures and is often used as an additional selection criterion to determine 

research samples (Kinsella et al 1994; Smallbone et al 1995). 

Despite increased research efforts it is evident that our knowledge of high-growth firms 

is still limited (Delmar and Davidsson 1997). Entrepreneurship is increasingly being 
defmed in terms of performance and growth (Gartner et al 1992; Fischer et al 1997) yet 
few studies are able to take into account the many different forms growth can take or 

4 Note: of these firms, Microsoft alone created approximately 15,000 jobs. 
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how it can be defined (Delmar and Davidsson 1997). Some firms grow in a conventional 
manner, achieving growth in terms of both employment and turnover, others only 
increase sales and some achieve growth through acquisition and merger (Penrose 1995; 
Delmar and Davidsson 1997). In addition, firms vary in the rate at which growth is 

achieved. Some will enjoy smooth, incremental growth while others will endure rapid, 
discontinuous growth (Davidsson and Delmar 1997). As a consequence it is perhaps 

unsurprising that there is little agreement as to what factors affect growth or how growth 

can best be measured (Delmar 1997). Nonetheless, enough evidence exists supporting 
the view that high growth firms are significant contributors to regional and national 

economies. Research has highlighted that these businesses not only create substantial 

employment and initiate innovation but also they act as role models to which others can 

aspire OBalje and Waasdorp 1999). Nevertheless, it is important that in order to fully 

support these important economic contributors, efforts are made to engender support 

mechanisms which understand that growth is not a homogenous or linear process and 

more importantly understand how a wide range of inter-related external and internal 

influences shape or constrain the performance of high growth oriented firms (Smallbone 

and Wyer 2000). 

2.3 Approaches to Small Business Growth 

A number of theoretical and empirical studies have been used to analyse the small 
business sector. The majority of these studies have tended to concentrate upon issues 

such as innovation, business start up and survival (O'Farrell. and Hitchens 1988; 

European Commission 1996b). Research into the phenomenon of smau business 

growth however, has generally centred upon the influences and characteristics that enable 

small firms to grow. In other words, research has simply endeavoured to identify factors 

that facilitate or constrain the development of a smaU business venture. Gibb and 
Davies (1990) proposed that there are essentially four dominant approaches utilised by 

researchers to exan-dne growth. Market led approaches are concerned with industrial 

economic explanations of growth and macro-economic influences such as sectoral 
approaches which focus upon specific industrial sectors or geographdcal regions. On the 
other hand, business management and entrepreneurial approaches tend to concentrate on 
the traits, characteristics and capabilities of the owner-manager arguing that these factors 

can differentiate high growth firms from low growth firms. Finally, organisational 
development studies broadly examine the metamorphosis of a small firm as it passes 
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through its organisational life cycle. More recently, Storey (1994) in a comprehensive 

review of the literature concluded that there are three fundamental influences upon small 
firm growth. Storey (1994) submitted that the characteristics of the firm, the strategies 

adopted and the owner-manager are all crucial in determining the growth potential of a 

small organisation. Kinsella et at (1994) and Barkham et al (1996) have subsequently 

advocated these three factors in studies investigating the differences between high 

growth and low growth businesses in Ireland. 

Notwithstanding the arguments that exist relating to how growth can best be examined, 
it is apparent that there is some consensus as to how small growth is achieved. In 

general, researchers have examined general economic theories of firm development, 

external and internal influences on growth and differences between high growth and 

non-growth ventures in order to better understand the phenomenon of small fmn 

growth. In addition, there is also common agreement that despite limitations, small 

business ventures do undergo a number of transitions as they achieve certain levels of 

organisational growth. 

2.3.1 Economic Perspectives of Growth, Firm Organisation and Development 

At the heart of economics is the concept of growth - how it operates, what factors 

influence it and how best it can be measured (Reynolds et al 1999). In an attempt to 

address the phenomenon of growth a variety of approaches have been developed ranging 

from purely descriptive models to some, which focus on the stages of growth and 

development. The conventional model of national economic growth implies that SMEs 

essentially play a secondary role in the economy supporting the activides of larger more 

established firms (Reynolds et al 1999). More contemporary models however, afford 

entrepreneursl-dp with an active role in generating economic prosperity. 'Illese models 

simply combine the traditional model with models detailing the effect of the 

entrepreneurial process on national economic growth (see Figure 2.2). In this 

consolidated model it is maintained that social, cultural and political factors not only 
influence national framework conditions such as levels of research and development, 

infrastructure, robustness of legal and social institutions, but also levels of governmental 
support given to foster entrepreneurship such as education initiatives, financing and 
technology transfer mechanism. Whilst the national framework conditions continue to 
influence the conventional model in which some small firms operate. in a subordinate 
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role to large firms, entrepreneurial framework conditions influence the ability of firms 

and individuals to seize and maximisc the potential of existing and emerging market 

opportunities. 

Major Establ. Firms 
(Primary Economy) 

General National 
Framework Conditions 

SMEs 
(Secondary Economy) 
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Cultural Economic 
Political Growth 
Context (GDP. Jobs 

Entrepreneurial 
F Opportunities 

Entrepreneurial 
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Entrepreneurial 

/Churning 

Capacity 

Source: Global Entrepreneurship Monitor - 1999 Executive Report 

Figure 2.2 Contribution of Entrepreneurship to National Economic Growth 

The extent to which market opportunities can be identified and exploited is determined 

by the degree to which firms have the necessary entrepreneurial capacity to secure 

survival and growth. The net effect of this business dynamic in which firms are created, 

survive and grow or decline and fail, represents the contribution made by the 

entrepreneurial sector to a nation's economy (Reynolds et al 1999). In other words, it is 

argued that in addition to the contribution made by the small business sector in the 

secondary economy, the existence of entrepreneurial growth firms ensures that the sector 

also makes a direct contribution to national economic growth. 

From an economic perspective, it is submitted that most smaU ventures commence 
production at a scale below the minimum efficient size (MES) for their industry. It is 

therefore argued that the inability to achieve MES may ultimately lead to failure if 

competitors are capable of operating at or above d-ds level of efficiency (O'Farrell and 
Hitchens 1988). When this level is reached and the costs of producing additional units 
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no longer vary with volumes of output, growth is subsequently determined by the ability 

of the firm to meet the ever changing demands of its environment and the extent to 

which growth is a strategic objective (O'Farrell and Hitchens 1988). Thus, as a firm 

reduces its costs, it embarks on a competitive struggle in which expansion and limits to 

its size are constrained by technological and managerial scale factors (Holmstrom and 
Triole 1989; Conner 1991). Firms exist however, within industry grouping at differing 

sizes. This observation, and the realisation that it was possible for firms to grow to the 

MES for an industry regardless of production efficiencies, led to the development of the 

imperfect competition model to replace the shortcomings of the perfect competition 

archetype (O'Farrell and I-Etchens 1988). 

Historically, there have been a number of growth models developed within the field of 

industrial economics to explain the behaviour of growth firms (O'Farrell and Hitchens 

1988). These models however, pay little attention to the uniqueness of small firm 

development and instead concentrate upon explaining the behaviour of larger firms. As 

an example, in their seminal work, Hay and Morris (1979) suggested that large and small 

firms simply occupy different points on the same continuum of corporate development. 

This implies that the process of growth is simply dependent upon a venture passing 

through a combination of life cycles and being influenced by a range of economic 

variables which influence growth, failing to address the importance of entrepreneurial 

action and motivation (Barkharn et al 1996). Barkharn et al (1996) also maintain that 

wl-fflst neo-classical economics continues to offer models that appeal in terms of 

consistency and robustness, the removal of the human element essentially denies a role 

to the owner-manager or entrepreneur. In this sense, these models make unrealistic 

assumptions regarding the extent to which firms possess perfect information and their 

ability to continually mobilise resources and ascertain the correct input mix to yield profit 

maximisation through a specifiable production function (Conner 1991). Moreover, 

outside the firm, price determines the allocadon of resources through a process of 

exchange. In contrast, within the firm, the allocation of resources becomes the result of 

administrative decision (Coase 1937). As the activities of a firm increase and its 

administrative structure expands, poor decision-making caused by increased strain put 

upon existing systems of control and information, force mistakes that devalue the 

resource allocadon process (Coase 1972). Thus, as a firm diversifies its activities to 
pursue growth, limits are placed on the rate of expansion through administrative capacity 
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(Penrose 1995). Furthermore, the firm is faced with problems of agency in which 

monitoring and policing costs associated with opportunism and shirking (Alchian and 
Demetz 1972; Demetz 1995) are detrimental to sustained performance. In light of these 
difficulties it is perhaps unsurprising that small business growth is an exceptional process 

in which the likelihood of fi=her expansion is not only dependent upon the motivations 

and capabilities of the entrepreneur under conditions of uncertainty but also the extent to 

which the firm can effectively co-ordinate its activities. 

Hay and Morris's (1979) model also makes the assumption that a firm can effectively 

manipulate the competitive environment despite evidence suggesting that many small 

firms function as price takers, operating in a dependent relationship as suppliers to larger 

firms that exert considerable influence over markets and prices (O'Farrell and Hitchens 

1988; Miller et al 2000). In these circumstances it is argued that dominant firms are 

either in a position to exercise certain monopolistic powers or collude with other firms in 

order to inflate market prices by restricting productive output. Thus, the motivation for 

firm expansion is related to the ability of a venture to increase its owner market power 

through -the processes of acquisition and erecting a number of industry level barriers of 

entry (Bain 1956; Conner 1991). 

Bain-type industrial economics and its claims that persistent above normal returns are 
based upon limited types of firm heterogeneity continues to hold appeal despite 

inconclusive empirical evidence (Conner 1991). One possible contributing factor is that 

it underpins Porter's (1980; 1985) competitive forces model in strategic analysis. In his 

seminal work, Porter (1980) argued that every industry has an underlying structure and a 

set of economic and technological parameters on which these competitive forces were 
based. The most influential of these forces would therefore not only determine the 

attractiveness of an industry in terms of profitability but also establish how firms could 

achieve success (Porter 1980; Mintzberg and Quinn 1996). In fact, closer inspection 

reveals that Porter (1980) relies heavily on the concepts of bargaining power and barriers 

to entry to explain how certain competitive factors determine the strategic alternatives 
available to a firm. Whereas Porter (1980) argues that the entrepreneur plays an 
important role in strategic formulation and subsequent success, theories of 
environmental determinism posit that performance is governed by an ever changing array 
of environmental characteristics over which management has little or no control (Delmar 
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1997). These theories argue that it is the ability of management to continually adapt that 
secures survival (Hannan and Freeman 1977; Aldrich 1979). Given that dependent 

relationships do exist between large and small firms, population ecology has received 
notable support as a possible theory of the small firm (Gopalakrishnan and Dugal 1998). 
This rationale is based upon empirical evidence supporting the proposition that small 
firms tend to be specialists rather than generalists and hence have a reduced ability to 

adapt to change (Hannan and Freeman 1977). 

Environmental determinism however, fails to recognise that reality is a subjective 

phenomenon and that environmental perception is shaped by a myriad of idiosyncratic 

factors (Penrose 1995; Gopalakrishnan and Dugal 1998). Moreover, Schumpeter (1950) 

suggests that the social value of various market structures could not be easily assessed by 

utilising static views of competition. Schumpeter (1950) believed that capitalism was an 

evolutionary process in which firms were called upon to challenge the competitive nature 

of an industry by seizing opportunities to create or adopt innovations that made the 

position of competitors obsolete. In other words, Schumpeter's premise was that 

monopolistic power is a powerful incentive for radical innovation rather than a means of 
impeding and restricting competition (Conner 1991). Consequently, notwithstanding the 
fact that larger firms do invariably enjoy unequal power relationships in a number of 
industries, the concept of Schumpter's dynamic competition provides that it is possible 
for innovative small fmns to achieve growth and challenge established modes of 

competition. 

Despite the longevity of theories of firm organisation and growth, most fail to adequately 

explore how internal factors can endow firms with sustainable competitive advantages 

that are crucial to growth (Foss 1996). Orthodox approaches continue to inadequately 

provide for the fact that firms do not always behave rationally (Rumelt 1984), while other 
theories tend to emphasise the importance of governance structures rather than 
production (Hodgson 1995). Even Porter's (1980) industrial based analysis which argues 
that all firms have the ability to establish a favourable position for themselves in given 
markets, fails to take in to account that firms do not all share the same knowledge, 

competencies and resources to erect the necessary barriers that sustain competitive 
advantage (Foss 1996; Knudsen 1996). Most contemporary approaches however, discard 
with neo-classical price theory and view heterogeneity and accumulative learning as core 
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concepts. Common to these theories is the significance given to internal rather than 

external conditions for explaining sustained superior performance (Knudsen 1996). 

Factors such as internal competence and the degree to which firm-specific knowledge 

and resources provide the firm with the ability to earn above normal returns and build 

long term competitive advantages now dominate strategic management literature (Foss 

and Knudsen 1996). 

These contemporary approaches to strategic management, such as the resource-based 

theory of the firm and the competence perspective have evolved from economics and 

the concept of internal growth. These complementary theories derive from the premise 

that division of labour and specialisation increases productivity. In other words as a task 

is repeated and perfected, the resulting organisational slack can be put to other 

productive uses (Knudsen 1996). The endogenous perspective was initially developed by 

Marshall (1920) and more notably by Penrose (1995) in her seminal work that proposed 

an economic theory for firm growth. Penrose (1995) argued that as a firm accumulated 

knowledge, it was capable of gradually expanding its set of production opportunities. In 

addition she argued that internalisation of certain managerial routines enabled managers 

to create time to discover and develop new directions for firm development. Penrose 

(1995) also proposed that the rate of expansion was constrained by the ability of a firm to 

successfully integrate new skills, knowledge and management into an existing 

organisational framework. In this sense, she contended that whilst new managerial 

talent, skills and knowledge could lead to expansion, the costs evolved in this process 

often led to organisational inefficiencies that eroded overall profitability (Penrose 1995; 

Barkharn et al 1996). 

The resource-based theory of the firm has derived its theoretical underpinning from the 

theory and concepts developed by Penrose (Knudsen 1996). This approach focuses 

upon the costly to copy and inimitable attributes of the firm as sources of economic 

rents, performance and competitive advantage (Rumelt 1984; Barney 1986,1991; 

Wernerfelt 1989,1995; Conner 1991). Thus, according to this perspective, a firm's ability 
to establish and maintain profitable market positions conducive to growth is dependent 

upon whether it can sustain advantageous positions in underlying resources associated 
with superior competitiveness in either production or distribution (Conner 1991). 
Furthermore, it is submitted that sustained performance is determined by the extent to 
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which a firm can continually deploy and combine organisational, human and reputation 

capital to achieve a strategic fit between its internal competencies and environmental 

opportunities (Rumelt 1984; Conner 1991). It is therefore reasonable to surmise that 

growth is determined, in part, by the ability of management to maintain and develop new 

competencies in response to environmental opportunity. In fact, Rumelt (1984) 

contends that; 

In essence, the concept is [sitVIV that a firm's compeddve posidon is 
defined ýy a bundle of unique resourres and m1adonsbips and that the task 

gement is to adjus and renew These resources and of general mana t 

reladonsbos as dme, comped, 6on and cbange erode Their value" (P. 557). 

It is apparent that the majority of existing schools of thought that reside in the economic 

literature fail to shed light on the issue of small business growth (O'Farrell and Hitchens 

1988; Barkham et al 1996). Most of the recent economic literature on the determinants 

of small business growth has tended to concentrate on a combination of life cycle effects 

and a range of economic variables to explain differences in economic returns and growth 

(Reid 1993; Barkham et al 1996). The emergence of the resource-based perspective 

however, offers some respite to the catalogue of problems associated with traditional 

approaches to firm development and growth. Whilst it rejects some of the assumptions 

made by industrial organisation economics it still incorporates some of the core aspects 

of these theories (Conner 1991). For example, the resource-based view discards the neo- 

classical assumptions of perfect information, resource mobility and divisibility, yet adopts 

the neo-classical view of the firm as an input combiner. Moreover, at its core is the 

belief that firms are able to sustain above normal returns in the long run, but not through 

collusive and restrictive practices alluded to by Bain-type industrial economic approaches. 
Instead, it is argued that by fully utifising existing and emerging competencies, a firm is 

capable of sustaining its competitive advantage (Conner 1991). The resource-based 

theory of the firm also aligns itself with the concept of dynamic competition proposed by 

Schumpeter (1950) and supports therefore the notion that small firms can challenge the 

equilibrium of existing markets through the process of innovation. Finally and most 
importantly, the resource-based view acknowledges the importance of the human 

element as an ongoing determinant of firm growth (Barkharn et al 1996; Foss 1996). 
This recognition not only enables the firm to be viewed as a collection of individuals with 
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abilities and knowledge which influence firm performance, but also re-asserts the 
importance of the owner-manager in determining strategic direction through resource 
acquisition, development and allocadon'. 

2.3.2 Differences between Growth and Non-Growth Firms 

The realisation that the majority of small firms do not grow implies that there are some 
fundamental differences between firms that pursue and achieve growth and those that 

remain small (Burns and Harrison 1996). In this sense it is argued that once a f= has 

achieved a certain level of growth to ensure survival, further growth is almost always 
dependent upon the owner-manager. For the majority of entrepreneurs however, 

decisions tend to simply centre upon how to maxin-lise success while at the same time 

maintaining the existing size of the business (Burns and Harrison 1996). A small 

minority on the other hand are growth oriented and are actively looking to build and 

grow a successful venture. These individuals, or groups of individuals, often introduce 

particular structures and systems to the business to prepare and support the growth 

process and hence it is maintained that the objectives and management style in growing 
firms differ significantly from those of lifestyle businesses (Burns and Harrison 1996). 

Moreover, fast growing firms are also depicted as having a very different development 

trajectory, often growing at a significant pace in their formative years to quickly establish 

themselves in their chosen market (Storey and Sykes 1996). 

In their study of 'supergrowth' companies, Ray and Hutchinson (1983) identified a 

number of important differences between growth and static, or lifestyle, businesses. 

They noted that supergrowth companies were driven by a number of financially oriented 

strategic objectives and often used cash-flow and other forecasting and financial 

management tools to monitor performance. They also characterised fast growing firms 

as having autocratic professionalised management structures that were supported by a 
number of functional teams. In contrast, they reported that lifestyle businesses tended to 
be managed in a paternalistic manner with owner-managers placing more emphasis on 
independence and relationships with key suppliers and customers (Ray and Hutchinson 
1983). 

5 Note: The resource perspective is also discussed in Chapter 4. in Chapter 4 it is argued that the ability of management to identify, develop and augment certain combinations of resources is instrumental to the process of achieving sustainable competitive advantage. 
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These observations (summarised in Table 2.2) not only highlight the differences that 

exist between growth and non-growth firms but also the heterogeneity that exists within 

the small business sector (Burns and Harrison 1996). 

Table 2.2: Differences between the Characteristics of Growth and Non-Growth Firms 

Growth Companies Static Companies 

Objective Maximise Profits 
Increase Sales 

Organisational Tree Structure 
Structure Development of Teams 

Various employment contracts 
Formalised 

Style of Management Autocratic 
Consultative style emerging 

Structure of Internal 
Accounting 

Movement to profit centres 

I-Estorical Data 

Key Variables 

Cash Flow 
Monthly forecasts 

Cash flow 
Profitability 
Sales 

Less emphasis on profits 
Maximise Independence 

Tree in well established firms 
Informal 

Patemal 

HoUstic 

Uttle to none 

Suppher/Customer reladonships 

Source: Ray, G. H & Hutchinson, Pj (1983), The Financing And Financial Control Of Small Enterprise 
Development, Gower 

Subsequent studies have yielded similar results. A report by 3i European Enterprise 

Centre (1994) across five European countries including the United Kingdom and France, 

found that fast growing firms usually had high levels of internal organisation, were led by 

experienced and knowledgeable entrepreneurs, set clear and precise strategic objectives 

and possessed formalised planning and control systems. Conversely, low growth firms 

were found to possess little in the way of a formalised management or planning 

structures and were constantly having to try and adapt to changes in the market place. In 

their study, wl-dch compared the characteristics of twenty fast growth and twenty 

matched firms in the North-East of England, Storey et al (1989) discovered that fast 

growth firms were more likely to introduce new products and services thin their matched 
counterparts. They also concluded that fast growing firms had a greater understanding 
of their markets, an increased propensity to export their products and services and were 
often managed by well educated and experienced owner-managers (Storey et al 1989). In 
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a study that sought to replicate the methodological approach used by Storey et al (1989) 
in Ireland, Kinsella et al (1994) were able to draw similar conclusions regarding the 
differences between growth and non-growth firms. In addition, research by Macrae 
(1992) based upon 169 responses of small companies in Scotland reported that whilst 
there were no significant differences between the motivations of owner-managers of high 

and low growth firms in terms of chosen market, high growth entrepreneurs were more 
likely to be highly educated, possess previous management experience and place more 

emphasis on market positioning and human resources'. 

2.3.3 Stages of Growth 

One of the most common misconceptions is that traditional methods of analysis used to 

examine growth in large organisations can be consistently applied to the phenomenon of 

small business growth. Models that have been developed in the industrial economics 

paradigm have to all intents and purposes ignored the. development sequences associated 

with the small firm (O'Farrell and Hitchens 1988). 

It is argýed that growth involves a number of transitions that fundamentally change the 

nature of the firm as it experiences growth (Penrose 1995; Storey 1994). These 

substantial sl-dfts in the characteristics of the firm have led to an extensive amount of 
literature suggesting that from birth, a new venture passes through a number of 
development stages before it reaches maturity (Churchill and Lewis 1983; Scott and 
Bruce 1987; Storey 1994). Stage models of growth address the various stages through 

which a small business advances from inception to maturity. At each stage it is 

maintained that the small firm undergoes a transformation in terms of the role of the 
founder, the style of management and its organisational structure (Scott and Bruce 1987; 

Storey 1994). There is currently no consensus as to the definitive number of phases a 

new venture is required to pass through to reach full maturity (O'Farrell and Hitchens 
1988) and consequently considerable variation exists between competing frameworks. 
Greiner's (1972) growth stage model primarily concerns the augmentation of an industry, 

arguing that there are five growth phases that give rise to four fundamental growth 
constraints which have to be overcome in order to progress through each stage. Devine 
(1979) reduced the number of industrially based phases to three, arguing that growth 
should not be construed as a single development process but rather a series of 

6 Note: The influence of the entrepreneur or owner-management team is discussed at length in Chapter I 

28 



Chapter 2: The Phenomenon of Small Business Growth 

evolutionary processes in wWch small firm driven sequences were eventually superseded 
by a series of competitive and oligopolistic: led sequences. 

James (1973) argued that the product life cycle stages from introduction to decline could 
be used as a template to describe the life cycle of a corporation. Mueller (1972) utilised 
the concepts of new product development and implementation to liken the process of 

growth to that of an S curve. In this context, Mueller (1972) suggested that a small firm's 

short formative period was accompanied by a phase of fast growth due to initial market 

advantages. Rapid growth however, was not easy to sustain and it was subsequently 

argued that the growth rate of the firm subsided as competition grew and differential 

advantages were gradually eroded (Mueller 1972; Stanwordi and Curran 1976). 

The stage model approach to growth tends to ignore the fact that the majority of small 
firms are unable or unwilling to entertain sustained growth (O'Farrell and Hitchens 

1988). Instead it is contended that stage models are nothing more than heuristic 

classification schemes that do not adequately identify the mechanisms or conceptualise 

the processes that facilitate growth (O'Farrell and Hitchens 1988; Storey 1994). These 

models also imply that the growth is a 'forced' process in which firms must either 

succeed or fail, despite empirical evidence that suggests growth is an exceptional 

occurrence (Hakim 1989; Storey 1994). Moreover, it is maintained that stage models of 

growth often underestimate the significance of externalities, power driven relationships, 

regional differences and importance of non traditional measures of performance to the 

process of small firm growth and development (O'Farrell and I-Etchens 1988; Gibb and 
Scott 1985; Gibb and Davies 1990). 

Given the apparent lack of consensus, ambiguity and conflict derived from the stage 
model approach to growth, it is reasonable to conclude that small firms can be 

characterised essentially by their differing approaches to strategy, management and 
organisation (Churchill and Lewis 1983; Dyer 1997). Nevertheless, some stage models 
do take into account these differences and try to accommodate the idiosyncrasies of 
small business growth (O'Farrell and Hitchens 1988). For example, the stage model of 
growth devýloped by Churchill and Lewis (1983) explicitly acknowledges firm 
heterogeneity and that growth should not be construed as either a linear or automatic 
process. The model proposed by Churchill and Lewis (1983) reported that there were 
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essentially five phases of small firm growth, namely existence, survival, growth, take-off 

and resource maturity, and at any given stage a firm may decide to either consolidate or 

pursue further development (O'Farrell and Hitchens 1988; Dodge and Robbins 1992). 

In general terms the initial phases of stage models of small business growth relate to the 
importance of the founder and the simple processes that effectively manage and organise 

the activities of the firm (ChurclAl and Lewis 1983; O'Farrell and I-Etchens 1988). The 

next stages outline the characteristics that enable the firm to survive whilst subsequent 

phases focus upon the processes that allow a firm to consolidate or sustain growth 
(Churchill and Lewis 1983; Scott and Bruce 1987). Furthermore, these stages describe a 

wide range of procedures and systems that are introduced to manage the increasing 

complexity of the organisation (Scott and Bruce 1987; Churchill and Lewis 1983; 

O'Farrell and lEtchens 1988). Within each of these stages the owner-manager or 

management team is often confronted by a number of challenges that can either inhibit 

or fuel subsequent growth and are exemplified by notable changes in the management 

and organisation of the firm (Churchill and Lewis 1983; Dodge and Robbins 1992). 

Moreover, it is maintained that in the initial start-up and survival stages of growth owner- 

managers are confronted with a range of external barriers to survival whereas in the later 

stages problems tend to shift to creating efficient structures and management systems 

that are able to support further growth and development (Dodge and Robbins 1992). As 

a consequence of the findings from their empirical investigation, Dodge and Robbins 

(1992) concluded that whilst small firms rarely shared the same problems in terms of 

organisational development, sustained growth was increasingly dependent upon a firm's 

internal capability to effectively manage the process of growth. 

2.3.4 Internal and External Factors Influencing Small Business Growth 

A wide range of factors, some of which are external to the firm and others that are 
internal and within the control or influence of the owner-manager, affect small business 

growth. There is also an increasing body of research that attempts to empirically 
investigate the impact of both internal and external factors on small business growth 
(Wijewardena and Tibbits 1999). For example, in a study of commercial enterprises in 
Singapore, Tan and Tay (1994) discovered that factors such as financial support, relative 
size, the prior experience of the owner-manager, the provision of a quality product or 
service and the ability to deliver excellent customer service were all significantly related to 
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small venture success. Furthermore, a study by Davidsson (1991) which surveyed 432 

small manufacturing firms in Sweden reported that the managerial, industrial and 
entrepreneurW experiences of owner managers along with external factors such as 
location and membership to a particular industrial grouping were positively correlated to 

small business growth. Other studies have concluded that factors such as good 
management, the personal qualities of the entrepreneur and governmental support are all 

conducive to success (Wijewardena and Tibbits 1999). There is also a growing number 

of studies that seek to identify what barriers to growth are faced by enterprises. Certain 

studies emphasise the significance of internal barriers to growth such as motivational and 

managerial capacity issues (Barber et al 1989; Storey 1994; Hughes 1998) whilst others 

conclude that external barriers to growth such as lack of fmance, availability of labour 

and excessive governmental legislation inhibit small firm growth (Advisory Council of 
Science and Technology 1990; Cambridge Small Business Research Centre 1992). 

2.3.4.1 External Determinants of Small Business Growth 

External factors concern the wider economic environment such as market demand for 

products and services, interest rates, the availability of finance and competition. It is also 

reported that many of these factors are determined by national governments. Whilst 

support policies are often constant within a single country, regional and sectoral 
differences can have a profound effect upon small business growth (Barkharn et al 1996). 

Furthermore Storey (1994), in his comprehensive review of small firm growth literature 

contended that external factors such as industrial sector and location along with various 
firm characteristics including age, legal identity and size, were all important control 
variables in understanding the process of small business growth. 

It is commonly accepted that small firms tend to position themselves in localised or 
niche markets (Penrose 1995; Bradbury and Ross 1989). TI-ds market positioning, whilst 
affording smaller firms relief from competition, implies that small firms are overly 
dependent on a diminutive customer base (Cambridge Small Business Research Centre 
1992; Hughes 1998). Conversely, it is argued that sustained growth often requires fast 
growing firms to entertain geographical and product diversification to capitalise on 
differential advantages (Macrae 1991; Kinsella et al 1994; Smallbone et al. 1995; Hughes 
1998). It is therefore submitted that whilst specific attention must be given to macro and 
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micro economic barriers to growth it is reasonable to expect that fast growing firms are 
better equipped to overcome these constraints through innovative marketing strategies 
and market re-positioning (Kinsella et al 1994; Hughes 1998). 

Fast growth is often linked to the legal status of the business. The main benefits of 
incorporation include limited liability and a perceived creditability with potential sources 
of finance and customers. These benefits are weighed against disadvantages such as an 
increased administrative burden and costs of compliance. Evidence suggests that limited 

companies are more likely to grow than partnerships or sole proprietorsl-dps yet there is 

considerable debate as to whether the incorporated status of a firm is a factor affecting or 
a consequence of growth (Hakim 1989; Storey 1994). In other words it can be argued 
that whilst the legal status of a business entity at start up may influence the ability of the 
firm to attract external support and customers, the achievement of growth and desire to 

entertain further growth may also prompt a partnership or sole proprietorship to seek 
incorporation to facilitate or support the growth process. 

Given that successful small firms operate in a wide range of industrial sectors and 

geographical locations, it seems evident that growth can be achieved across a variety of 

markets and sectors (Smallbone et al 1995). Previous studies are united in the 

observation that there are significant differences between industrial sector and venture 

growth (Storey 1994). Moreover, the fact that there is little agreement as to whether 
there is a distinct relationship between sales growth and employment growth suggests 
that in some industries growth is typified by an increasing workforce whilst in other 

sectors growth is expressed in purely financial terms. An example of this is high 

technology sectors, where specialised firms dramatically increase revenue without any 
need to augment the workforce (European Commission 1996b). 

Growth is often dependent upon the buoyancy of local economies, as in the majority of 
cases, small firms derive a considerable proportion of their income from localised 

markets (Curran et al 1991; Storey 1994). Moreover, previous studies have noted that 
there are significant differences between rural and urban localities (Storey 1994; 
Smallbone et al 1992,1995). It is contended that firms located in accessible rural areas 
grow more rapidly than firms based in urban conurbations or remote rural locations. 
This trend is partly explained by the differing levels of competition and hostility of urban 
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environments as opposed to the relative protection afforded by rural locations. 
Nevertheless, studies by Kinsella et al (1994) and Smallbone et al (1995) suggest that the 

market environment and market activity are important factors that influence venture 

growth. Kinsella et al (1994), in a study of high growth firms in Ireland, noticed that fast 

growing firms did not rely heavily on the domestic market despite enjoying a larger 

market share than non growth firms, whilst Smallbone et al (1995) observed that fast 

growth firms could succeed in unfavourablc sectors by developing new markets for their 

products. Furthermore, fast growing firms have a greater propensity to export or 

entertain an exporting strategy to facilitate growth (Kinsella et al. 1994). In other words, 
it is evident that fast growth firms not only derive success from certain sectors or 

markets but also are more inclined to implement marketing strategies that seek to sustain 

growth (Smallbone et al. 1995). 

It is well documented that younger firms grow at a faster rate than more mature ventures 

(Storey 1994). This general pattern is usually attributed to the economic assumption that 

small firms must quickly achieve MES in order to survive (O'Farrell and Hitchens 1988; 

Storey 1994; Burns and Dewhurst 1996). In the majority of cases, it is reported that 

small firms can reach this level without ever becoming efficient by selling to relatively 

uncompetitive markets and protected regional markets (OTarrell and Hitchens 1988). 

Furthermore, whilst evidence exists correlating survival with growth (Phillips and 
Kirchhoff 1989; Burns and Harrison 1996), it is argued that small firms cannot survive in 

industries in which economies of scale continue to dominate competitive strategies 

unless they can either secure the benefits of MES or alternatively establish niche markets 
(Burns and Harrison 1996). Notwithstanding this fact, there is a substantial amount of 
literature which suggests that even when these inefficiencies have been overcome, further 

growth cannot be construed as being automatic (O'Farrell and Hitchens 1988; Watson 

1990; Storey 1994; Jennings and Beaver 1997). 

It is also contended that if young small firms are more likely to experience rapid growth 
then it follows that size should be negatively correlated with growth (Storey et al 1987; 
Dunne and Hughes 1992). Consequently, it is maintained that smaller ventures pursue 
growth out of a necessity to survive. Once survival has been secured however, these 
relatively larger and more mature firms often opt for stability and steady growth rather 
than continued expansion. This position however, is disputed within the literature and it 

33 



Chapter 2: The Phenomenon of Small Business Growth 

is argued that small firms that have experienced growth in the past are more likely to seek 

substantial growth in the future (Cambridge Small Business Research Centre 1992; Storey 

1994). Notwithstanding the intricacies of the argument, it is perhaps pertinent to note 

that whilst size may seem to have a significant effect upon the subsequent growth of a 
business venture, size, to all intents and purposes is simply a state rather than function of 

growth (Penrose 1995). In other words, whereas growth enables a firm to expand its 

asset base, the extent of a firm's asset base does not always infer that the business 

venture will be capable of, or willing to, entertain future expansion (Mullins 1994; Foss 

1996). It is therefore reasonable to conclude that whilst age offers, albeit at a 

rudimentary level, a possible explanation of firm growth, size should only realistically be 

utilised as a control variable (Murphy et al. 1996). 

2.3.4.2 Internal Determinants of Small Business Growth 

Historically, research and theory has indicated that company size, geographical location 

and industrial sector are significant influences on firm growth. Despite these claims, 

subsequent research has revealed that these factors alone cannot sufficiently explain 

growth (Barkham et al 1996). Previous research suggests that the majority of small firms 

are unable or unwilling to entertain the notion of growth (Kets de Vries 1977; Schein 

1985; O'Farrell and Hitchens 1988; Burns and Harrison 1996; Storey 1994). For 

example, Hakim (1989) reported that even during times of favourable macro-economic 

conditions, approximately 60% of firms had no aspirations to grow and only 15% of 

small independent firms were actively seeking expansion. Notwithstanding differing 

definitions of what actually constitutes growth it is evident that the objectives of the firm 

are inextricably linked to growth. The owner-manager, to all intents and purposes, 

governs the strategic direction and objectives of the firm (O'Farrell and Hitchens 1988; 

Jennings and Beaver 1997). Whilst growth is not an automatic process it is contended 

that the motivation of the owner-manager is an essential factor in determining growth 
(Barkham et al 1996). Therefore, the choices made by the entrepreneur ultimately decide 

the growth trajectory of the small firm. In this sense, it is submitted that at any given 
time the firm may disengage from its current growth trajectory and instead consolidate its 

current position in order to meet the personal aspirations of its owner(s) (Storey 1994). 
The misconception that the firm can be viewed as a profit maximiser stems from the 
influence of orthodox economics (Gibb and Davies 1990). The fact that the goals of the 
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firm are essentially those of its owner and the reality of only a small percentage of small 
firms achieving substantial growth, seems to suggest that the single profit objective 

proposed by many economists is somewhat unrealistic (Gibb and Davies 1990). 

The impact that the owner-management team reportedly has on firm performance and 
development has spawned a considerable amount of fiterature that attempts to correlate 

certain personality and background characteristics of entrepreneurs with small business 

growthý. In general these studies, which have sought to examine the individual's role in 

the growth process, have failed to produce a typology that reliably predicts the 

competencies and personal characteristics required to ensure small business growth 
(Gibb and Davies 1990). Furthermore, existing research tends to concentrate upon 
individualism and the extent to which the characteristics and competencies of the 

entrepreneur correlate with venture performance (Chandler and Hanks 1998). These 

studies however, have only been successful in estabUshing that these variables share 

relatively weak links with performance (Begley and Boyd 1987; Hollenback and Whitner 

1988; Herron and Robinson 1993). Consequently, contemporary research has expanded 

its boundaries to incorporate the characteristics and competencies of entrepreneurial 

teams (Chandler and Hanks 1998). These studies have investigated a wide range of 

issues but in general terms advocate the premise that team founded ventures are more 

likely to succeed than firms established by an individual (Chandler and Hanks 1998). It is 

therefore submitted that fast growth is associated with the number of owner-managers 

and the knowledge base of the top management team (Barkham 1992; Storey 1994; 

Kinsella et al. 1994; Barkham et al. 1996). 

In his comprehensive review and development of a theoretical framework to explain 

growth, Storey (1994) identified fifteen possible entrepreneurial variables that previous 

authors had employed to explain variations in growth between small firms. Of these, he 

concluded that businesses that were born out of a motivation to exploit an opportunity 
rather than necessity and managed by highly educated middle aged individuals were more 
likely to achieve rapid growtIL The previous organisational experience of the 
entrepreneur also influences future growth (Smallbone and Wyer 2000). Given that an 
estimated 90% of founders start their companies in the same market place or industrial 

sector it is perhaps unsurprising that this experience, especially in terms of management 

I Note: See Chapter 3. 
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skills is essential to successful venture growth (Smallbone and Wyer 2000). In addition to 
these factors, similar studies have also concluded that the previous management 

experience and background of the owner-manager is also vital to facilitating the growth 
process (Macrae 1991,1992; Barkham 1992; Jones-Evans 1994; Barkharn et al. 1996). 

Closely related to the concepts of the previous background and managerial experience of 
the entrepreneur is the ability of a growing firm to effectively administrate the need to 
change from an entrepreneurial to a professional mode of management (Flamhotz 1986; 
Gibb and Davies 1990). In this respect, the competencies of the owner-manager to 
facilitate and build suitable administrative frameworks and controls are considered 
important determinants of continuous growth and development (Storey 1994; Hughes 

1998). For example, it is widely accepted that one of the main managerial dilemmas 

faced by small growth firms is marketing (Smallbone and Wyer 2000; Stokes 2000). 

Consistently developing a customer base whilst maintaining current levels of customer 

satisfaction is crucial to all businesses but especially to firms that occupy niche markets. 
Marketing however, has long been identified as a particular weakness of small firms and 

there is an inherent need to develop support initiatives to address this problem 
(Smallbone and Wyer 2000). 

In these cases, the founder does not possess the necessary skills and attributes to manage 

growth successfully. Hence, whilst the characteristics of the entrepreneur are an integral 

part of the early stages of small business growth, subsequent growth is increasingly 

dependent upon the development or acquisition of a number of general management 

skills (Gibb and Davies 1990; Barkham et al. 1996; Hughes 1998). Furthermore, it is 

reported that in these circumstances the original founder often feels compelled to sell the 
business as a going concern or surrender absolute control to parties that are able to bring 

the skills required for growth to the business (Penrose 1995). 

Given the importance of management to growth it is evident that effective planning is 

also a critical factor for many businesses wishing to grow (Gibb and Davies 1990; Storey 
1994; Kinsella et al 1994; Barkham et al 1996). Once initial svstems for manapina 
customers and finances are established, organisations wanting to grow further have to 
construct strategies that enable them to continue to pursue innovation, access new 
markets and manage increasingly complex structures (Smallbone and Wyer 2000). 
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Therefore, it is perhaps unsurprising that previous research has highlighted new product 
development (Woo et al 1988; Kinsella et al 1994; Storey 1994), market positioning 
(Storey et al 1989; Macrae 1992; Storey 1994), management recruitment and training 
(Storey et al 1989; Macrae 1992; Storey 1994) as being positively correlated with growth. 
It is also argued that the resource choices made by the entrepreneur during the early 

stages of the business can have a significant effect upon the subsequent performance and 

ultimate success of an enterprise (Hart et al 1995). It is therefore contended that the 

achievement of growth is constrained by the firm's ability to access the necessary 

resources required for expansion (Hughes 1998). In other words, the attainment of 

growth is not only derived from external market conditions but also the firm's capability 

to establish an appropriate business platform from which expansion can be successfiffly 

realised (Klofsten 1998; Hughes 1998). Firm formation and development creates a 
bundle of internal resources that are utilised by management to fuel growth. Thus, 

growth is dependent upon the extent to which management can effectively combine 

resources to engender superior performance (Rumelt 1984; Wemerfelt 1984,1989,1995; 

Hughes 1998)'. 

In the strategic context, the concept of competitive advantage concentrates on activities 

or processes that generate superior rents over a substantial period of time and are 
difficult to imitate Qvfintzberg and Quinn 1996). In this sense, idiosyncratic firm 

attributes provide the basis for superior performance (Penrose 1995; Barney 1986,1991; 

Prahalad and Hamel 1990; Knudsen 1996; Foss 1996). Differential advantages are 

essentially derived from superior skills, resources or position of an organisation within its 

competitive environment (Mintzberg and Quinn 1996). Organisational. skills that provide 

a firm with a competitive advantage emerge as a result of firm specific historical 
development, temporal enhancement through co-ordinate and collaborative practices and 
properties that ensure they are costly and difficult to imitate (Barney 1991; Foss 1996). A 
firm's resources are also sources of competitiveness and relate to patents, specialised 
physical assets, technological competencies, supplier relationships, distribution channels 
and customer base that are also accumulated over time P4intzberg and Quinn 1996; 
Tether 1997). Finally a firm's competitive position consists of the products and services 

11 Note: Issues concerning management evolution and development are discussed in Chapter 4. 

37 



Chapter 2: The Phenomenon of Small Business Growth 

it supplies, its markets and the extent to which it is isolated from direct and potential 

competition (Mintzberg and Quinn 1996)'. 

Prior small business research has concluded that there are three essential resources 
instrumental to growth. These are human, technological and financial resources. Human 

resources relate to the quality and availability of labour whilst technological assets 

provide firms with the necessary innovation and information to respond to and exploit 

market opportunities. It is reported that the availability of skilled labour is an important 

factor in determining a firm's ability to grow (European Commission 1996b). For 

instance, it is suggested that certain regions possess particular competencies and this 

factor has a strong influence on the types of firms that can flourish in a given location 

(European Commission 1996b). In addition, the resources of managerial capacity and 

slack are also viewed as being critical to small business growth (Gibb and Davies 1990; 

Penrose 1995; Fischer et al 1997). Many commentators have implied that the availability 

of financial resources is a not only important for companies wishing to grow but also for 

firms wanting to survive (Burns and Harrison 1996). Moreover, studies investigating the 

impact of finance on small venture survival and growth have proposed that these 

difficulties also include the ability of management to secure and effectively utilise 

financial resources (European Commission 1996b). Fast growing firms however, are less 

likely to be constrained by access to financial resources. Instead, high growth firms cite 

access to complementary management and labour skills as considerable barriers to 

sustained performance and growth (Penrose 1995; Smallbone et al 1995; Hughes 1998). 

2.4 Small Business Growth -A Complex Phenomenon 

This Chapter has established that the continued interest given to the small business 

sector by policy makers and academics can be attributed to the belief that these ventures 

will increasingly become the cornerstones of economic prosperity and wealth creation. 

Since the early 1970s, small firms have been hailed as being essential to economic 

stability and growth. The Bolton report (1971) was the one of the first to ackýowledge 

that the small business sector was very likely to be the seedbed from which the large 

internal champions of tomorrow would be found. Despite subsequent empirical research 

that posited that in the majority of cases small firms do not grow, evidence emerged 

9 Note: The concept of competitive advantage and the role that management plays is creating and 
sustaining a firm's distinct advantage is further developed in Chapter 4. 
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supporting the premise that a very smaH percentage of smaU growth firms make a 
disproportionate contribution to economic prosperity. 

It has also been seen that the phenomenon of small growth has been approached from a 
wide range of theoretical perspectives. Whilst the majority of these approaches can be 

subjected to criticism, all agree that small growth businesses are fundamentally different 
from non-growth firms, pass through a number of growth transitions and are influenced 
by a variety of internal and external factors. It is clear that the impact of external 
influences can have a significant impact upon the growth of smaller firms, particularly in 
having the resources and expertise to cope with the demands of turbulent business 

environments. All the same, even when external factors arguably favour small firm 
development, the fact that only a minority of small businesses are able to sustain superior 

performance, strongly suggests that internal factors exert a greater influence on venture 

growth. In other words whilst the identification of favourable environment conditions is 

useful, the propensity to grow often comes down to the ability and motivations of the 

owner-management team. 

It is evident that the majority of growth perspectives discussed in this Chapter 

acknowledge that internal firm influences are instrumental to growth. For example, stage 

models of gr6wth approaches argue that continued firm development is increasingly 

dependent on the internal capabilities of the firm. Until recently, strategy has been 

dominated by the concepts proposed by Porter (1980,1985) that contend that 

competitive advantage is determined by the erection of entry barriers and inter-firm 

collusion. This approach however, fails to explore the internal mechanisms of the firms 

and in particular the extent to which firms can manoeuvre themselves into favourable 

market positions through collusion or establishing barriers to competition. Traditional 

strategic management approaches are based upon an organisation's ability to manage its 

strengths and weaknesses in line with opportunities and threats provided by the 
environment. This approach is driven by the belief that it is the internal conditions of 
the firm that enable firms to build and sustain competitive advantages by simultaneously 
exploiting opportunities and neutralising threats. Moreover, economic and strategic 
theories of the firm, such as the resource-based view of the firm, argue that superior 
performance is governed by the extent to which costly to copy and inimitable resources 
can endow firms with sustainable competitive advantage. 
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Chapter 3: The Entrepreneur and SrnaU Firm Growth 

Building upon the observations made in Chapter two, this Chapter examines the role of 
the entrepreneur or entrepreneurial team in the process of small firm growth. In the 
early stages of organisational growth, the entrepreneur arguably plays a crucial role in 
deciding what the firm does and how it operates. Research continues to support the 
premise that entrepreneurs who display certain personality traits establish successful 
firms. A number of studies have also attempted to associate various background factors 

and competencies with superior performance. In addition, the construction of 
entrepreneurial typologies that combine a wide range of personality, background and 
capability attributes report that growth firms are usually formed by a particular 
entrepreneurial archetype. Evidence supporting these claims however, remains 
inconclusive. Nevertheless, the Chapter continues to advocate the importance of 
personality characteristics, background factors and capabilities of the entrepreneur in 

achieving small business growth. The Chapter argues that whilst existing methods at best 

only provide modest to weak associations between various characteristics and 

performance, these attributes essentially manifest themselves in the strategic decision- 

making of the firm. It is proposed that the personality traits and competencies of the 

owner-manager influence environmental perception. This, in turn, continually shapes the 

primary objective of the firm and determines the range of opportunities available to the 
firm. This Chapter therefore concludes that the personal attributes, skills, knowledge and 

motivation of the owner-management team have an important influence upon the 

strategic decision-making process and subsequent direction and scope of the small firm. 

3.1 The Entrepreneur - An Overview 

ne term entrepreneur has continuously attracted considerable academic attention ever 

since Cantillon (1755) and Say (1816) first acknowledged the pivotal role of the 

entrepreneur in providing a catalyst for economic change and development in terms of 
innovation, wealth and employment creation. Historically, the search for a suitable 
definition has manifested itself within many differing fields of study and it is surprising 

that although a plethora of literature exists defining the characteristics, personality traits 

and activities of the entrepreneur, academia has yet to provide an acceptable definition or 
archetype (Carsud et al 1985, Gartner 1985,1989; Bygrave 1993; Herron and Robinson 
1993). 
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Interdisciplinary conflict, inconclusive evidence of practical significance (Sexton and 
Bowman 1984; Begley and Boyd 1987) and methodological discrepancies (Sexton and 
Bowman 1984) have all been cited as primary sources of disharmony which have ensured 

that an agreed defmition remains elusive (Carsud et al 1986; Sexton and Simlor 1985; 

Wortman 1985; Gartner 1989; Herron and Robinson 1993). As a result there is no single 

definition that can be consistently applied to entrepreneurial research and it is argued that 

by ignoring the advancements of other disciplines differing schools of thought have 

simply participated in the process of 'reinventing the wheel! (Wortman 1985; Dewhurst 

1996). Moreover, Dewhurst (1996) contend that recent definitions have merely been 

successful in rephrasing existing definitions and Kilby (1971) went as far to suggest that 

the consuming search for the entrepreneurial entity was reminiscent of the quest to find 

the mythological 'heffalump'. 

The importance of the Small and Medium Enterprise (SME) to the economy in terms of 

employment, output and innovation however, has enabled the search for an 

entrepreneurial definition to be sustained. This continuation has been fuelled by the 

belief that the performance of the small firm is directly influenced by the characteristics 

and behaviour of the entrepreneur (Sandberg 1986; Stanworth and Curran 1976; Slevin 

and Covin 1990; Herron and Robinson 1993; Kotey and Meredith 1997). In fact, 

evidence suggests that the small firm is primarily an extension of its founder (Penrose 

1995; Mintzberg and Quinn 1988; O'Farrell and Hitchens 1988; Chandler and Jansen 

1992; Kotey and Meredith 1997). Moreover, the small firm is essentially an 

amalgamation of the entrepreneur's talents, knowledge and capabilities (Stanworth and 
Curran 1976; Burns and Harrison 1996) whilst the purpose of the firm is determined by 

the values and goals of the owner-manager (Bamberger 1983; O'Farrell and Hitchens 

1988). It is therefore contended that within the confines that constitute the boundaries 

of the small firm, the entrepreneur is the principal stakeholder and consequently 
decisions made by the founder can rarely be overridden (Beaver and Jennings 1995; 

Jennings and Beaver 1997; Dyer 1997). The owner-manager is the centre of all enterprise 
behaviour in the firm (Slevin and Covin 1990) exerting a considerable influence upon the 

organisational style, culture and direction of the small firm (Kets de Vries 1977; Churchill 

and Lewis 1983; Schein 1985; Stanworth and Curran 1976; Dyer 1997). The direction of 
the firm is essentially determined by the entrepreneur's perception of opportunities 
presented by the environment (Penrose 1995) and it is maintained that the ability and 
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motivation of the entrepreneur is critical to small firm survival in the elementary stages of 

venture development (Churchill and Lewis 1983; Tether 1997). In the later stages of firm 

development, the owner-manager continues to exert a strong influence upon the growth 

trajectory of the venture and it is maintained that subsequent growth is determined by the 

extent to which the entrepreneur allows accumulated expertise to contribute to the 

decision-making process (Churchill and Lewis 1983; Scott and Bruce 1987; Dodge and 
Robbins 1992; Penrose 1995). 

The study of entrepreneurship and growth has been approached from an economic, trait, 

behavioural and managerial perspective. Whilst there is little doubt that these 

perspectives have made a notable contribution to the understanding of entrepreneurship 

and the factors that allow small firms to grow, differing disciplinary bias (Begley and 

Boyd 1987), problems of definition (Gartner 1989; Gartner 1989; Chell et al 1991) and 

the existence of firm heterogeneity (Penrose 1995) have ensured that this cognition has 

remained largely descriptive and context dependent (Herron and Robinson 1993). In 

other words, a comprehensive understanding of what factors are conducive to small firm 

growth has been impeded by the fact that the small business sector can not be viewed as 

one homogeneous grouping both in terms of definition and the methods required to 

adequately explore the phenomenon of growth. It is also important to recognise that 

although the entrepreneur is instrumental to small business growth (Gibb and Davies 

1990; Storey 1994; Smallbone et al 1995), the process of growth cannot be construed as 

automatic (O'Farrell and Hitchens 1988; Jennings and Beaver 1997). Given the volatility 

of the small business environment and the fact that the personal aspirations of the 

founder often limit the overall size of the firm, it is perhaps unsurprising that the 

majority of small firms are unable or unwilling to entertain the notion of growth (Ket de 

Vries 1977; Schein 1985; O'Farrell and Hitchens 1988; Burns and Harrison 1996). 

Despite these limitations, the analysis of growth cannot preclude the entrepreneur. 
Evidence which supports claims that only a small percentage of small ventures actually 

achieve notable growth, even in times when macro-economic conditions are considered 
favourable strongly suggests that the entrepreneur exerts a strong influence upon the 

strategic objectives, direction and scope of the firm. Thus, it can be surmised that 

growth oriented entrepreneurs are a special entity and cannot be excluded from the 

analysis of firm performance and growth (Herron and Robinson 1993). Instead, the 

owner-management team should remain the integral focus of research into the 
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entrepreneurial process and small firm growth especially in terms of how owner- 
managers either facilitate or constrain venture developmentI. 

3.2 Defining the Role of the Entrepreneur 

Prior to the revelations of Cantillon (1755) and Say (1816), acknowledging the 
instrumental role of the entrepreneur in promoting economic change and development, 

the entrepreneur was seen as a co-ordinator of different factors of productions with no 

special attributes or significance in terms of economic growth and development (Storey 

1994). The entrepreneur, viewed from a traditional economic perspective, is essentially 

opportunity driven and is best described as a person who is capable of using different 

combinations of resources to innovate and exploit market opportunities (Hebert and 

Link 1988; Hart et al 1995). Today, regardless of how entrepreneurship should properly 

be defined and operationalised, it is commonly acknowledged that the entrepreneurial 

function is a vital component of a market economy (Batstone and Pheby 1996). In an 

economic context, theories pertaining to the nature of the entrepreneurial process can be 

categorised as either being static or dynamic (Hebert and Link 1988). Static conceptions 

include the notions of ownership, employing the factors of production and management 

whereas dynamic variants paint the entrepreneur as a risk taker, an innovator, a decision 

maker and an organiser and co-ordinator of scarce resources (Hebert and Link 1988). 

It is suggested that entrepreneurs adopt an intermediary role between customer and 

supplier in order to profit from opportunities presented by the environment (Kirzner 

1979; Lambing and Kuehl 1997). The realisation of these opportunities that 

continuously emanate from the environment is determined by the ability of the 

entrepreneur to facilitate the process of exchange through the utilisation of additional 
knowledge and specific skills (Deakins 1996). The nature of the intermediary function 

implies that resource ownership is not a prerequisite of entrepreneurship (Kirzner 1979). 

In fact, it is contended that the entrepreneurial process involves the pursuit of market 
opportunities irrespective of resource ownersl-dp (Stevenson 1985; Stevenson and jarillo- 
Mossi 1986; Kao 1989). 

I Note: This Chapter uses the terms owner-manager and entrepreneur interchangeably and makes no distinction between them apart from a brief discussion in section 3.3.4 when discussing the work of Carland et al (1984). For the purposes of the research an cntrepreneurial/owner-manager definition is 
proposed in Chapter 5, section 5.1.2. 
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This position however, is disputed in the literature. The exploitation of an opportunity is 

essentially dependent upon the entrepreneur's ability to reallocate resources, utilising 

existing skills, knowledge and experience and therefore it is argued that the entrepreneur 

must possess a certain degree of control over scarce resources in order to realise an 

opportunity (Casson 1982; Hart et al 1995). Furthermore, it is also recognised that the 

resources choices made by the entrepreneur during the inception of a new venture can 

have a significant effect upon firm performance and the ultimate success of an enterprise 

(Hart et al 1995). 

Traditional economics characterises the entrepreneur as a rational profit maximiser 

(Stanworth and Curran 1976). Profit maximisation however, is not considered to be the 

primary motivation for new venture creation (Alchian 1950; dAmboise and Muldowney 

1988). Instead, it is contended that entrepreneurial profit2 is inextricably linked to the 

motivations that surround the concept of profit satisficing (dAmboise and Muldowney 

1988). It is also reported that small firms often achieve performance levels that do not 

comply with the expectations of classical management theory due to the irrational 

decision-making process of the entrepreneur Gennings and Beaver 1997). Furthermore, 

the ability to maximise profits is determined by the entrepreneur's perception of the 

environment (Penrose 1995; O'Farrell and Hitchens 1988). This perception is, in turn, 

constrained by the extent to which environmental information can be utilised by the firm 

to engender sufficient profits to satisfy the needs of the entrepreneur and other 

stakeholders (Stanworth and Curran 1976; O'Farrell and Hitchens 1988). Thus, the 

decisions made by the entrepreneur as to how resources are allocated, in response to 

environmental perceptions, determine the extent to which the firm can enjoy superior 

performance3. 

Despite the desire to satisfy a range of complex needs such as power, status, social 

acceptance and competitive achievement, it is suggested that the attainment of these 

objectives can be associated with the ability to generate positive profits (Penrose 1995). 

2 Note : The term entrepreneurial profit is used in tI-ds context to denote the reward gained from the 
perceived value created by the entrepreneur in terms of a given market or industry (see Drucker 1985; 
Herron and Robinson 1993). 
3 Note: Entrepreneurial perception and preferences arc key concepts developed in this thesis. These 
concepts are re-introduced in Chapter 5, sections 5.1.2 and 5.1.3 in the construction of the conceptual 
framework. 
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In this context, it can be contended that the accumulation of positive profits is a 

necessary ingredient of smaU firm growth and expansion (Penrose 1995). 

Schumpeter (1934) established the entrepreneur as an innovator and he concluded that 

the process of entrepreneurship involved the reorganisation of production through 

innovation and the introduction of new revolutionary technologies. Consequently, the 

entrepreneur can be construed as a special entity that initiates and manages the 

reallocation of resources in order to gain competitive advantage through value creation 
(Herron and Robinson 1993). In this sense, it is suggested that the entrepreneurial 

process operates outside existing business practice, creating new contexts through 

innovation that significantly reduce or destroy the value of existing routines and 

experiences (Schumpeter 1934; Gartner 1989; Czariawska-joerges and Wolff 1991). 

The entrepreneur participates in the process of exchange for profit using personal 

attributes, knowledge and skills to negate the effects of uncertainty (Cantillon 1755; 

Knight 1921; Hull et al 1980; Stanworth and Gray 1991). Uncertainty, within this 

context, anses due to the existence of imperfect foresight and a fundamental inability to 

provide optimal solutions to complex problems presented by the environment (Alchian 

1950). It is therefore maintained that the process of entrepreneurship involves an 

element of risk (Meredith et al 1982; Hodgson 1995; Deakins 1996; Kuratko and 
Hodgetts 1998) and that the opportunity for profit 'is provided by environmental 

uncertainty (Knight 1921). In fact, Knight (1921) contends that if environmental change 

could be consistently predicted then opportunities for entrepreneurial profit would be 

severely limited. Knight (1921) however, made an important distinction between risk 

and uncertainty, arguing that no probabilistic value, in terms of possible outcome, could 
be assigned to environmental uncertainty4. Hence, whereas risk can be measured to 

some relevant degree, uncertainty to all extents and purposes is uninsurable. 

4 Note: The nature of probability is important in understanding Knight's concept of risk and uncertainty. 
Using the traditional economic perspective as a frame of reference, the entrepreneur can be viewed in 
terms of bringing new combinations of resources to the market. The interactions of these combinations 
with the environment arc not known with any certainty and the decision to proceed cannot be reached by 
analysing the probabihty of possible outcomes. Therefore, the lack of any existing precedent constitutes 
the acceptance of an uninsurable risk by the entrepreneur in regard to the exploitation of an opportunity 
provided by environmental uncertainty. 
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Uncertainty also determines the nature of entrepreneurial activity. The decision to 

assume the risk of developing an entrepreneurial venture is dependent upon the 

perception and judgement of the entrepreneur (Cantillon 1755; Knight 1921: Casson 

1982; Drucker 1985,1992; Lambing and Kuehl 1997). The distribution of these 

attributes however, is not uniform (Penrose 1995). Instead, the perception of 

opportunities provided by the environment, through uncertainty and the perceived 

capabilities of the firm, have a significant effect upon the entrepreneur's decision-making 

process (Penrose 1995; Jennings and Beaver 1997). The limitations associated with small 
business management provide that entrepreneurial perception is often distorted by the 

experience, conceptions and knowledge of the entrepreneur (O'Farrell and Hitchens 

1988). Moreover, it is argued that increasing uncertainty inhibits the environmental 

scanning activities of the entrepreneur and hence, constrains performance and 

subsequent growth (Mohan-Neil 1995; Lang et al. 1997). Conversely, traditional views of 

entrepreneurship maintain that the existence of uncertainty enables the entrepreneur to 

exert considerable influence upon the environment through innovation (Schumpeter 

1934). In this sense, it is argued that the opportunities for entrepreneurial firm growth 

primarily exist during periods of instability and change when larger organisations operate 

strategies of retrenchment and disinvestment (Thompson 1993). In these circumstances 
however, it is contended that uncertainty provokes certain modes of behaviour, which 

tend towards consolidation and imitation rather than innovation and growth (Alchian 

1950). In fact, Alchian (1950) argued that the adoption of such strategies essentially 

affords the entrepreneur relief from conscious decision-making, suggesting instead that 
during periods of increased uncertainty, entrepreneurial profit is only acquired by the 

most fortunate and venturesome rather than the most rational or logical. Furthermore, 

the effect of environmental uncertainty upon entrepreneurial behaviour provides a 
rationalisation for the transient nature of entrepreneurship (Schumpeter 1934) and offers 

an explanation as to why small business growth is often discontinuous and reactive (Gibb 

and Dyson 1984; O'Farrell and Ffitchens 1988; Jennings and Beaver 1997). 

Despite the purported effect of entrepreneurial activity upon the environment, it is 

argued that the performance of the small firm is actually determined by the 
entrepreneur's perception of the environment (Penrose 1995; Gibb, and Scott 1985; Kao 
1989; Porter 1990; Slevin and Covin 1990). The environment defines the market and the 
value of products and services offered whilst the entrepreneur provides the motivation 
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and governance of the firm. In tl-ds sense, the environment can be construed as an image 

created by the entrepreneurial mind (Penrose 1995; Shackle 1966; Batstone and Pheby 

1996). From these images, which are distorted by certain socio-psychological factors, the 

entrepreneur makes judgements concerning the nature of the environment (Penrose 

1995). These decisions constitute the strategic direction of the firm and the environment 

becomes the mechanism by which strategic decisions of the entrepreneur are evaluated in 

terms of success and failure (Penrose 1995; Casson 1982; Lambing and Kuehl 1997). 

Given the complexity of the environment faced by a human decision maker, it is perhaps 

unsurprising that a gap exists between the collective cognitive competence of a firm and 

the difficulty of the decision faced (Kelm 1998). In a complex environment, rational 

optirnisation cannot realistically govern decision-making. Instead, it is submitted that in 

reality only a very few of all the possible alternatives are ever considered as the decision- 

making capabilities of an individual or team are severely constrained by the human 

capacity to process information (Simon 1979; Kelm 1998). This constraint is often 

referred to as the concept of 'bounded rationality' which acknowledges that rational 

choice is constrained by the cognitive limitations of the decision maker (Simon 1979). 

Thus, it is reasonable to assume that bounded rationality is akin to entrepreneurial 

perception and it is this image that detern-dnes the range of alternatives available to the 

small firm (Penrose 1995; Batstone and Pheby 1996; Kelm 1998). In fact, in many ways 

it is the act of decision-making that distinguishes entrepreneurs from those who 

collaborate with them in the production process (Shackle 1966; Batstone and Pheby 

1996). 

It is therefore contended that smaU firm behaviour and the likelihood of success cannot 

be adequately explained by merely analysing the nature of the environment (Penrose 

1995). Instead, it can be concluded that the environment essentially adopts two roles 

in relation to small firm performance. The central role of the environment is to provide 

the entrepreneur with a series of perceived opportunities which can be exploited subject 

to the managerial limits placed on the firm and the availability of complementary 

resources (Penrose 1995). The environment however, also determines the relevance and 

total value of the strategic decisions made by the entrepreneur in terms of actual 

performance (Alchian 1950). Consequently, if the small firm and the entrepreneur are 
indistinguishable (Penrose 1995; Mintzberg and Quinn 1988; O'Farreu and Hitchens 

1988; Chandler and Jansen 1992; Kotey and Meredith 1997) then the comprehension of 
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small firm growth is dependent upon understanding the effect of external and internal 

environmental variables on the entrepreneurial decision-making process (Sandberg 1986; 

Porter 1990; Herron and Robinson 1993; Jennings and Beaver 1997). Moreover, on 

closer examination, concepts wl-dch define the entrepreneur in terms of risk taking, 

innovation and the allocation of resources are all dependent upon decisions being made 
(Batstone and Pheby 1996). As a means of illustration, a recent study by Gasse (1998) 

examining the effect of entrepreneurial competencies on growth in 63 Canadian SMEs, 

found that 90% of entrepreneurs admitted to relying more on their perception and 

intuition than on calculation and statistical evidence. Consequently, it is also necessary to 

examine the relationships between the personal characteristics, experience, knowledge, 

skills and motivations of the entrepreneur in determining the strategic direction and 

subsequent performance of the small firm (Herron and Robinson 1993; Kotey and 

Meredith 1997). 

3.3 Entrepreneurial Influence and Small Firm Growth 

The existence of pr9fitable opportunities is detem-iined by the entrepreneur's perception 

of the environment (Penrose 1995). This perception however, is not considered to be 

objective but instead, distorted by the characteristics, motivations, personal values, 

abilities and knowledge of the owner-manager (Herron and Robinson 1993; Burns and 

Harrison 1996; Kotey and Meredith 1997). Furthermore, it is contended that these 

factors combined with the capabilities of the entrepreneurial firm and the nature of the 

environment are instrumental to sustaining small firm growth (Churchill and Lewis 1983; 

Mullins 1994). Moreover, it is argued that the success of the small firm is dependent 

upon the entrepreneur more than any other contributing factor (Sandberg 1986; Herron 

and Robinson 1993). It is therefore necessary to consider the effects of the entrepreneur 

on firm performance and the extent to which socio-psychological factors facilitate of 

constrain the growth of the small firm (Penrose 1995; Begley and Boyd 1987; Herron and 
Robinson 1993). 

Chapter two proposed that existing research tends to concentrate upon individualism 

(Chandler and Hanks 1998). In this sense, research has attempted to identify the 
characteristics of an individual rather than the traits and experience of top management 
teams (Sexton and Bowman 1986; Sandberg and Hofer 1987; Chandler and Hanks 1998). 
Contemporary research however, has expanded its boundaries to incorporate the 
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characteristics and competencies of entrepreneurial teams. These studies have 

investigated a wide range of issues but in general terms advocate the premise that team 
founded ventures are more likely to succeed than firms established by an individual 

(Chandler and Hanks 1998). Consequently, whilst the following review tends to refer to 
individual characteristics it is acknowledged that these attributes can be equally applied 

across an owner-management team. 

3.3.1 The Characteristics of the Entrepreneur and Growth 

It is purported that entrepreneurs who entertain and realise small business growth share a 

number of common personality characteristics (Sexton and Bowman 1984; Begley and 

Boyd 1987). The trait approach contends that the possession of certain key attributes 
differentiate the growth oriented entrepreneur from the general population, thus limiting 

the range of people who can participate in the process of entrepreneurship and growth 

Peakins 1996). In fact, the belief that the firm and the entrepreneur are 

indistinguishable (Bamberger 1983; O'Farrell and Hitchens 1988; Herron and Robinson 

1993; Bamberger et al. 1994; Kotey and Meredith 1997) has ensured that a considerable 

amount of literature exists, linking the characteristics of the entrepreneur to the growth 

of the small firm (Churchill and Lewis 1983; Begley and Boyd 1987). Moreover, it is 

argued that the personality traits and values of the founder have a significant impact 

upon the strategic decisions and subsequent performance of the small firm (Kets de 

Vries 1977; Chandler and Jansen 1992; Herron and Robinson 1993; Kotey and Meredith 

1997). 

The diversity of characteristics identified in the literature associated with the 

phenomenon of small business growth include the need for achievement, a high internal 

locus of control, a commitment to making things happen, confidence in personal 

judgement, a desire to exploit opportunities, the propensity to undertake risk and the 

tolerance of uncertainty (McCelland 1961; Carland et al 1984; Gartner 1985; Timmons 

1985; Begley and Boyd 1987; dAmboise and Muldowney 1988 Deakins 1996; Gibb 1996; 

Kotey and Meredith 1997; Lambing and Kuehl 1997). It is evident that the literature 

cataloguing the range of entrepreneurial characteristics is extensive. In fact Churchill and 
Lewis (1983) contend that; 
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'More empirical stmdies bave been car7ied out on enftr prrneurial ebaracterisdes than 

almost any other kind. " Ch. 3 0) 

A review of the existing literature however, highlights that the need for achievement, the 

willingness to undertake risk, the need for an internal locus of control, the tolerance of 

ambiguity and the desire to exploit opportunities, are consistently cited as being the key 

attributes associated with small firm performance and growth (Begley and Boyd 1987) 

and require extrapolation. 

The entrepreneurial archetype possesses a high need for achievement (McCelland 1961; 

Begley and Boyd 1987; dAmboise and Muldowney 1988; O'Farrell and Hitchens 1988; 

Kotey and Meredith 1997). The need for achievement provides the entrepreneur with 

the motivation and energy to succeed and ensures that the individual accrues intrinsic 

satisfaction in addition to the financial rewards associated with the entrepreneurial 

process (Deakins 1996). Moreover, the need for achievement is considered to be the 

central trait of the entrepreneurial personality and manifests itself in the form of a 

number of peripheral attributes such as the desire for independence and personal 

autonomy (Deakins 1996). Enterprise is related to ambition (Penrose 1995) and it is also 

contended that entrepreneurs who have a high achievement motivation strive to meet 

challenging goals and continually utilise performance as a measure of accomplishment 

(Timmons 1985; Begley and Boyd 1987). Furthermore, it is maintained that growth 

oriented entrepreneurs constantly compete against themselves to transcend prior 

performance (Begley and Boyd 1987). Evidence linking the need for achievement to the 

performance of the small firm however, is not considered to be conclusive. In fact, 

Begley and Boyd (1987) submit that the achievement motivation of the entrepreneur may 

only be significant in the early stages of small business development and hence cannot be 

generalised to sustained small firm growth. Despite the existence of ambiguity as to the 

association between small firm performance and the need for achievement, it is argued 

that a positive correlation exists between the entrepreneur's need for achievement and 
the growth rate of the small firm (Smith and Miner 1983; dAmboise and Muldowney 

1988). Consequently, it is apparent that further research is required to establish the 
extent to which the need for achievement motivation effects the subsequent performance 
and growth of the small firm (O'Farrell and Hitchens 1988). 
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Small firm growth is also associated with the founder's need for a high internal locus of 

control (Brockhaus 1982; Stevenson 1985; Timmons 1985; Begley and Boyd 1987; 

Lambing and Kuehl 1997). An internal locus of control essentially provides the 

entrepreneur with the perception that the strategic behaviour of the small firm can 

positively influence the nature of the environment (Begley and Boyd 1987). In this sense, 

it is suggested that individuals possessing a high internal locus of control believe that the 

efficacy of personal judgement determines the performance of the firm and not the 

existence of luck, fate or destiny (Brockhaus 1982; Begley and Boyd 1987). Furthermore, 

it is recognised that the existence of an internal locus of control is consistent with a high 

acl-devement motivation (Rotter and Hochreich 1976) and the innovative firm (Miller and 

Friesen 1984). The existence of a high internal locus of control however, is not always 

conducive to small business growth. The founder's need to control the direction of the 

firm is often considered to be detrimental to growth and it is argued that sustained small 

firm growth is often dependent upon the founder's ability to embrace the concepts of 

formality and professional management (Bums and Harrison 1996; Dyer 1997). 

Moreover, an internal locus of control is inextricably linked to the entrepreneur's 

perception of the environment and therefore performance relies upon the extent to 

which the environment adopts the strategic behaviour of the firm (Alchian 1950; Penrose 

1995). 

The propensity to take risk is seen as a key attribute of the entrepreneur (McCelland 

1961; Timmons 1985; Begley and Boyd 1987; Deakins 1996; Lambing and Kuehl 1997). 

The acceptance and management of risk implies that the entrepreneurial archetype 

possesses a tolerance for ambiguity, enabling the entrepreneur to operate effective 

strategies despite the existence of uncertainty (Knight 1921; Hebert and Link 1988; Chell 

et al 1991). It is contended that successful entrepreneurs utilise knowledge to negate the 

effects of uncertainty and generate profit (Kirzner 1979). Furthermore, it is suggested 

that growth oriented entrepreneurs have the capacity to accurately interpret the 

environment and thus minimise risk (Begley and Boyd 1987). Moreover, the ability to 

undertake risk and tolerate disequilibrium. is considered to be a key entrepreneurial 

competence (Hodgson 1995). The willingness to entertain risk however, is not specific to 
the entrepreneurial personality. In this sense, it is argued that an individual's self efficacy 
for decision-making determines the extent of the risk undertaken (Krueger and Dickson 
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1994) and it is for this reason that risk taking is also considered to characterise the 
innovative manager (Brockhaus and Horwitz 1985; Drucker 1985). 

The decision to initiate growth strategies is also determined by the entrepreneur's 

willingness to entertain further risk (Mullins 1994). The nature of the entrepreneurial 
firm provides that any attempt to realise small firm growth is frequently constrained by 

unfavourable market forces (Schumpeter 1950; Alcl-dan 1950; Penrose 1995; O'Farrell 

and Hitchens 1988) and an inherent lack of complementary resources and skills (Mullins 

1994). Consequently, the desire to undertake expansion often diminishes once the 

owner-manager has established an asset base to protect and maintain (Begley and Boyd 

1987). Moreover, it is argued that the propensity to undertake risk reduces as the net 

worth of the firm increases (Timmons 1985; Begley and Boyd 1987) and that risk 

avoidance is prevalent in high growth firms (Smith and Miner 1983; dAmboise and 

Muldowney 1988). 

The performance of the small firm can also influence the extent to which the 

entrepreneur is willing to entertain risk. Entrepreneurs who have experienced good 

fortune due to an element of luck may be encouraged to undertake further risk (Mullins 

1994) whereas entrepreneurs who have experienced substantial losses may subsequently 

opt for strategies that are essentially risk averse (Mullins 1994). This entrepreneurial 

behaviour however, cannot be generalised. Instead, it is recognised that poor 

performance can stimulate responsive change and the willingness to consider further 

risks, especially in circumstances where the entrepreneur possesses an internal locus of 

control and a high level of competence (Boeker 1989; Dickson 1992; Mullins 1994). In 

addition, entrepreneurs that enjoy superior performance can become complacent and this 

misplaced confidence can often have a detrimental effect on the ultimate growth rate of 

the small firm (Hedberg et al 1976; Mullins 1994). It is evident therefore that derision 

exists pertaining to whether risk taking is related to the entrepreneurial decision-making 

process or success (Brockhaus 1982; Begley and Boyd 1987). Furthermore, it is 

purported that the propensity to undertake risk may only be significant during small 
business inception (Begley and Boyd 1987) and that the entrepreneur should be 

construed as an incrementalist rather than an innate risk taker (Gibb and Scott 1985). 
Nevertheless, it is important to acknowledge the effect of risk on the strategic decision- 

making process of the entrepreneur (Kets de Vries 1977; Nfintzberg and Waters 1982; 
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Herron and Robinson 1993). It is also interesting to note that the concept of risk 

establishes an affiliation between traditional economic and trait approaches in defining 

entrepreneurship and smaU firm growth. 

The perception of opportunity and innovation are also key attributes of the growth 

oriented entrepreneur (Schumpeter 1934; Smith 1967; Carland et al 1984; Timmons 

1985; Drucker 1985,1992; Hebert and Link 1988; Chell et al 1991; Hart et al 1995). 

Opportunity recognition however, does not necessarily constitute small firm growth. 
Instead it is important to acknowledge that whilst entrepreneurial perception dictates the 

range of opportunities that a firm can pursue (Penrose 1995), the performance of an 

enterprise is primarily dependent upon the ability of the entrepreneur to develop and 

exploit the opportunity (Baum 1995). Furthermore, it is maintained that the ability to 

scan the environment and exploit opportunities depicts the classic role of the 

entrepreneur in the economy (Mintzberg and Waters 1982). In fact, Drucker (1985) 

contends that it is the exploitation of an opportunity that essentially establishes an 

individual as an entrepreneur. Moreover, it is suggested that there is an inextricable link 

between the need for an internal locus of control and the opportunistic behaviour of the 

entrepreneur (Smith 1967; Dunkelberg and Cooper 1982; Woo et al 1988). In this sense, 

it is argued that the pursuit of opportunities is moderated by the entrepreneur's belief 

that decisions made concerning the nature of the environment will have a direct impact 

upon the subsequent performance of the firm. It can therefore be established that 

entrepreneurial expectation is the immediate determinant of small firm behaviour 

(Penrose 1995) and that the process of growth is directly associated with the 

opportunism of the owner-manager (Stevenson 1985; Stevenson and jarillo-Mossi 1986, 

1990; dAmboise and Muldowney 1988: Kao 1989; Brown 1998). Consequently, it can 
be contended that the performance of the small firm is determined by the opportunity 

seeking behaviour of the entrepreneur and that the absence of enterprise acts as a 

significant barrier to growth (Penrose 1995). Furthermore, evidence suggests that the 

opportunistic behaviour of the entrepreneur often dissipates as the small firm 

experiences growth (Stevenson 1985; O'Farrell and Hitchens 1988; Storey 1994). It can 
therefore be concluded that the ability and willingness of the entrepreneur to continually 
operationalise the ideation process essentially determines the strategic direction and 
subsequent performance of the small firm. 
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It has previously been established that the values of the entrepreneur and the firm are 
indistinguishable (O'Farrell and Hitchens 1988). In fact, it is maintained that core 
personal values exert a considerable influence upon the attitudes, motivation and 
behaviour of the entrepreneur (Bamberger 1983; Herron and Robinson 1993; Kotey and 
Meredith 1997). The values of the entrepreneur have a significant effect upon the 
decision-making process (Bamberger 1983). In this context, personal values not only 
determine the strategic direction of the firm in terms of the pursuit of opportunities but 

also influence the structure and management style of the small business venture 
(Bamberger 1983; Kotey and Meredith 1997). Moreover, it is purported that these 
decisions, influenced by the personal values of the entrepreneur, effectively limit the 

maximum rate of expansion that the small firm can achieve at any given moment in time 
(Penrose 1995). The personal values of an individual remain constant over time 
(Bandura 1986) and it is argued that whilst the attitudes of the entrepreneur may change 

over time, these attitudes are essentially derived from a combination of finite personal 

values (Kotey and Meredith 1997). Previous research has indicated that the core personal 

values of the classical entrepreneurial archetype are ambition, achievement, innovation, 

recognition and growth (Silver 1988 quoted in Kotey and Meredith 1997). Furthermore, 

research by Kotey and Meredith (1997) established an empirical link between the 

personal values of the entrepreneur and the strategy and performance of the small firm, 

contending that core entrepreneurial values are primarily associated with entrepreneurs 

who utilise proactive strategies to achieve superior performance (Gibb and Davies 1990; 

Dyer 1997). Consequently, it can be surmised that the fundamental relationship which 

exists between the core personal values of the entrepreneur and the strategic behaviour 

of the firm should be integrated into the analysis of small firm growth and development. 

The growth of the small firm is governed by the motivations of the owner-manager 
(Penrose 1995; Gartner et al. 1992; Burns and Harrison 1996; Baum 1995). 
Entrepreneurial motivation manifests itself in the goals, objectives and self-efficacy of the 
founder, which directly influence the strategic behaviour of the firm (Bird 1989; Baum 
1995). The motivation to succeed is analogous with entrepreneurial behaviour and small 
firm performance (Barkham. 1992; Gartner et al 1992) and it is purported that the 
motives of the entrepreneur to seek self employment have a significant impact upon the 
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success of a small business venture (Carter 1992; Beaver and Jennings 1995)5. Moreover, 

it is contended that there is a relationship between the motivation of the owner-manager 

to realise entrepreneurial vision and the performance of the small firm (Bennis and 
Nanus 1985; Filion 1991; Collins and Lazier 1992,1995; Baum 1995). It is also argued 

that entrepreneurial motivation enables the owner-manager to circumvent certain barriers 

to growth including a myriad of socio-psychological costs associated with the 

phenomenon of small business growth (Burns and Harrison 1996). 

Performance is considered to be a multiplicative function of motivation and ability 

(Maier 1965; Herron and Robinson 1993) and it is a combination of these factors that 

essentially limit the activities undertaken by the entrepreneurial firm Pviintzbcrg and 

Waters 1982). Furthermore, it is maintained that the motivation of the small firm is not 

only derived from the entrepreneur's evaluation of prior performance but also the 

expectation of subsequent behaviour (Penrose 1995; Herron and Robinson 1993; 

Kuratko and Hodgetts 1998). The nature of the entrepreneurial firm however, provides 

that the motivation. of the entrepreneur to pursue fiu-ther growth is often inhibited by 

other factors such as the need for control (Burns and Harrison 1996). Moreover, Burns 

and Harrison (1996) suggest that the simultaneous management of control and success is 

a concept that is not easily adopted by the average entrepreneurial archetype6. It is 

therefore reasonable to conclude that the sustained performance and growth of the small 
firm is ultimately dependent upon the continued commitment perseverance, opportunity 

orientation and drive ofthe entrepreneur (Smallbone et al 1995; Kuratko and Hodgetts 

1998): characteristics that are all synonymous with motivation (Kuratko et al. 1997). 

5 Note: It is important to highlight that the research by Carter (1992) was primarily based upon the 
motivations of female entrepreneurs and although literature exists arguing that motivational forces are 
consistent across gender (Beaver and Jennings 1995) subsequent evidence has since indicated that there are in fact fundamental differences across gender in terms of motivation (Deakins 1996; Muir 1998). 
6 Note: The issues and concepts surrounding management development in small firms are discussed in 
Chapter 4. 
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3.3.2 The Background of the Entrepreneur and SmaH Firm Growth 

It is also argued that the activities of the entrepreneur originate from a variety of 
background influences. FEstorically, literature portrays the entrepreneurial archetype as a 
deviant or marginal character who is driven to creating a small business venture due to an 

inability to fit into the conventional employment structure (Kets de Vries 1977; Deakins 

1996). In tl-ds sense, it is maintained that the entrepreneur is unable to effectively manage 

the wide range of dominant and submissive roles that are associated with the nature of 

the employment (Burns and Dewhurst 1996). In fact, Collins et al (1964) submit that; 

preneurs are men who bave failed in the traditional and b&ly structured rvIes 'Entre 

.peaW available to them in society. In tbis, we bave seen, entre r neurs are not uniq e. bat is 

y making out of an unique about them is that tbg bavejound an outletfor their aradtity b 

undfferendated mass of drcumstances a creadon unique#' their own: a business plaýlorm' 

(P. 3 7) 

Furthermore, it is contended that negative experiences endured during childhood have a 

significant effect upon the decision to entertain entrepreneurship and that certain 

characteristics are essentially shaped by the need of the entrepreneur to establish 

psychological defences to minimise these antagonistic forces (Kets de Vries 1977). The 

proposition that the entrepreneur is a deviant personality however, has since been 

superseded by evidence which suggests that external factors such as unemployment and 

the structural realignment of the economy provide more suitable explanations concerning 

small firm creation and entrepreneurslLip (Storey 1994). Nevertheless, it is important to 

acknowledge that certain background factors have a significant impact upon the strategic 
decision-making process of the entrepreneur and subsequently the performance of the 

smaU firm (Stanworth and Curran 1976). 

Storey (1994) in his extensive review of growth literature pertaining to the background 

characteristics of the entrepreneur surn-ýised that entrepreneurs who had been attracted 
by market opportunities were more likely to establish high growth companies compared 

with owner-managers who had been forced into entrepreneurship by redundancy or 
unemployment. In addition, the review reported that individuals with higher levels of 
education and those who possessed previous management experience were also more 
inclined to start rapid growth organisations. In their studies of fast growth firms in 

57 



Chapter 3: The Entrepreneur and The Growth of the Firm 

Ireland, both Kinsella et al (1994) and Barkham et al (1996) supported the observations 

made by Storey (1994). The study by Kinsella et al (1994) also reported that growth 

oriented entrepreneurs tended to be male, aged between 35-44, possessed some form of 

private sector experience in a small company and had previously occupied a role at 

management level. Similarly, Barkharn et al (1996) submitted that founders of fast 

growth firms tended to be younger than their matched firm counterparts and enjoyed 
membership of a professional organisadon. 

All three of these commentators agreed that fast growing firms were more likely to be 

formed and operated by a team rather than a single individual (Storey 1994; Kinsella et 
1994; Barkham. et al 1996). It is also proposed that the age and size of the owner- 

management team are positively correlated to smaR firm growth (Weinzimmer 1997). 

Teach et al (1986) discovered a positive relationship between new venture performance 

in high technology firms and the size of the owner-management team. Moreover, Ginn 

and Sexton (1990) found that successful growth companies were more likely to be 

operated by owner-managers who actively sought to augment thd size of the decision- 

making team. In contrast, age is considered to be negatively associated with growth. 

Hambrick and Mason (1984) suggest that older owner-managers are more conservative, 

opting for security and strategies that protect assets that are important for retirement. 

They also contend that younger owner-managers are less risk adverse as their enthusiasm 

often acts as a catalyst for growth. 

Nevertheless, it is reported that no conclusive relationship exists between certain 
demographiC7 influences and the entrepreneurial archetype (Chandler and Hanks 1994). 

In fact, Storey (1994) by his own admission, concluded that although he had identified 

fifteen possible background factors that had been exan-dned in previous studies, their 
impact upon performance to all intents and purposes were limited. Furthermore, it is 

argued that there is no one correct combination of background factors which can be 

consistently applied to the concept of small business growth (Beaver and Jennings 1995). 
Despite the apparent dearth of evidence linking the background factors of the 
entrepreneur to the performance of the firm it is suggested that certain factors may offer 
useful insights into the decision-making process (Beaver and Jennings 1995). For 

7 Note: These demographic factors include age (Barkham Ct al 1996), gender and education (see Storey 
1994; Lambing and Kuehl 1997). 
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example, it is contended that whilst entrepreneurship is fundamentally an experiential 

process (Gibb 1996) and that small business performance ultimately involves an element 

of good fortune (Alchian 1950), the escalating complexity of the business environment 

provides that the educational background of the entrepreneur is becomingly increasingly 

important to entrepreneurial success (Stanworth and Gray 1991; Chandler and Jansen 

1992; Lambing and Kuehl 1997). In fact, it is maintained that the background experience 

and knowledge of the entrepreneur are important determinants of small firm 

performance and growth (Penrose 1995; Gibb and Dyson 1984; O'Farrell and Hitchens 

1988). 

The managerial, financial and marketing capabilities of the entrepreneur are also 

instrumental to the success of the high growth firm (Tether 1997; Gasse 1998). Tether 

(1997) argues that in addition to these management and marketing competencies, firms 

lacking prior technological depth are unlikely to achieve growth and are more likely to 

fad. The importance of these factors to the performance of the small firm is particularly 

conspicuous in the high technology sector where it is purported that the phenomenon of 

small business growth is commonplace. The lack of prior management experience is 

considered to be a serious barrier to small firm growth and it is contended that the 

inability to cope with growth is primarily derived from this deficiency (Gibb and Dyson 

1984; O'Farrell and Hitchens 1988; Beaver and Jennings 1995). Moreover, Chandler and 

Jansen (1992) suggest that high growth is associated with the entrepreneurial, technical 

and managerial competence of the founder. The findings of this research however, 

centre around a self analysis methodology and hence, ambiguity exists as to whether 

these competencies are present prior to business start up or develop as a result of 

entrepreneurial success (Chandler and Jansen 1992). Despite these limitations, the 

research states that previous education and general management experience are factors 

that commonly exist prior to inception and thus may provide sufficient evidence of cause 

and effect (Chandler and Jansen 1992). 

There is also an emerging body of literature that acknowledges that in addition to 

technical and managerial skills, entrepreneurs of successful ventures are competent in the 

ability to maintain a wide range of personal and business relationships (Markman and 
Baron 1998). Entrepreneurial success often relies on the extent to which the 

entrepreneur can raise capital, generate enthusiasm and commitment in others, develop 
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networks and relationships and establish trust and legitimacy (Aldrich and Fiol 1994). 

Thus, those individuals or groups of individuals that are socially adept and possess the 

social dexterity to respond to the moods, desires, temperaments and motivations of 

others are better placed to acquire the necessary edge required to achieve their own 

objectives (Markman and Baron 1998). In addition, it follows that the range of skills and 

experience offered by owner-management teams also influence entrepreneurial success 

(Weinzimmer 1997). The degree of variance in the skills and experience-set of the top 

management team is considered an essential determinant of ongoing success. Eisenhardt 

and Schoonhoven (1990) contend that teams that possess a wide range of industrial 

experience are more likely to benefit from constructive conflict. This constructive 

conflict ensures that the decision-making process does not stagnate, allowing differing 

perspectives and functional expertise to come together so that more balanced decisions 

can be made concerning a firm's strategic direction. Empirical investigations regarding 

the impact of industrial and functional heterogeneity upon performance however, are 

sparse (Weinzimmer 1997). Nonetheless, the importance of constructive conflict to 

small business growth continues to draw conceptual support from the fact that strategic 

decisions in small businesses are usually made by a single individual. This decreased 

potential for constructive conflict suggests that the small firm is less likely to enjoy the 

benefits associated with functional and industrial heterogeneity. This weakness is further 

compounded by the fact that many owner-managers are unable to accumulate the 

necessary industrial and functional acumen or simply unwilling to involve others in the 

decision-making process (Fry 1993). In fact, Fry (1993) argues that small firms that 

aspire to grow should be equipped with a formalised and heterogeneous top management 

team to maximise growth potential. Thus, in these cases the lack of new ideas or an 

inability to apply a valuable system of checks and balances to the strategic decision- 

making process greatly reduces a firm's existing capability to sustain growth 

(Weinzinimer 1997) 

The experience that the founders or current owner-managers bring to the business has 

received considerable attention in the literature from researchers who have attempted to 

reveal whether previous experience influences success (Reuber and Fischer 1999). Whilst 

reviews of the current literature reveal that there is no consistent evidence suggesting that 

there is a direct relationship between experience and performance, practitioners and 

academics continue to believe that experience is instrumental to small business growth 
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(Gostin and Barge 1986; Sandberg and Hofer 1987; O'Farrell and Hitchens 1988). 

Experience can be construed as a quality of an individual or team. This experience 

consists of the history or background of the owner-manager(s) that has accrued up to a 

particular point in dine. Previous studies examining experience found that expertise does 

impact performance. Herron and Robinson (1993) argued that the skills and knowledge 

of the entrepreneur could predict venture performance, whilst research by Chandler and 
Hanks (1993) discovered a positive relationship between the experience of the founder 

and firm performance and growth. Moreover, Rueber and Fischer (1994) established 

that expertise in key areas such as strategic planning, financing and globalisation were 

more consequential for performance than administrative expertise. Other commentators 

argue that the experiences of the entrepreneur influence venture performance by shaping 

a 'dominant logic' through which decisions are filtered (Bettis and Prahalad 1995; Reuber 

and Fischer 1999). In tl-ds sense, it is submitted that the previous experience of the 

owner-manager dominates the decision-making process especially in the formative stages 

of small firm development and growth (Chandler and Hanks 1994). Nevertheless, 

experience can exert both a positive and negative influence upon performance inasmuch 

as while experience of an industry may enable a firm to enjoy an initial advantage in its 

industry, this same expertise can subsequently inhibit decision-making in terms of 

pursuing new alternatives (Reuber and Fischer 1999). The same can be said for 

homogenous owner-management teams and entrepreneurial teams that possess a 

dominant personality. It is therefore reasonable to conclude that the background 

experience of the entrepýeneur continues to be an important factor in determining small 

firm growth as it exerts considerable influence upon the strategic decision-making 

process in terms of firm direction and scope. 

3.3.3 Limitations of the Trait Approach 

It has been established that personality traits are stable over time (Bandura 1986) and that 

certain characteristics and values have a significant impact upon the attitudes, motivation 

and behaviour of the entrepreneur (Herron and Robinson 1993; Kotey and Meredith 
1997). Research however, has yet to determine whether the entrepreneur can be 

classified as a special person with specific characteristics and skiUs or that given the right 
circumstances most people have the potential to behave entrepreneurially (Deakins 1996; 
Gibb 1996). Furthermore, the lack of an agreed entrepreneurial definition (Gartner 
1989; Gibb 1996) resulting from interdisciplinary conflict, methodological discrepancies 
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(Sexton and Bowman 1984) and the absence of practical significance (Sexton and 
Bowman 1984; Begley and Boyd 1987) has ensured that the relationship between the 

characteristics of the entrepreneur and small firm performance has remained inconclusive 

(Begley and Boyd 1987; Baum 1995). In fact, it is argued that the personality traits 

identified in the literature share, at best, only a weak empirical relationship with 

performance (Begley and Boyd 1987; Baum 1995). Moreover, it is maintained that the 

causal link which exists between the personality traits of the entrepreneur and the 

performance of the small firm is an unsatisfactory predictor of entrepreneurial success 

because personality is essentially mediated by motivation and moderated by ability 

(Hollenback and Whitener 1988; Herron and Robinson 1993). In other words, the 

growth of the small firm is not solely dependent upon the existence of certain personality 

characteristics. Instead, it is contended that performance is derived from how these traits 

interact with the motivations and capabilities of the entrepreneur to form an 

centrepreneurial filter' which determines an individual's perception of the environment 

and the subsequent strategic behaviour of the firm. Consequently, despite the lack of 

empirical evidence validating the relationship between the entrepreneurial personality and 

performance, research continues to support the notion that the growth and development 

of the small firm is dependent upon the characteristics of the entrepreneur more than any 

other contributing factor (Sanberg 1986; Herron and Robinson 1993). 

It is also purported that most entrepreneurial characteristics can be acquired over time 

(Timmons 1985). The accumulation of knowledge, skills and experience implies that 

certain traits such as the need for achievement and an internal locus of control can 

essentially be attained through the process of experiential learning (Timmons 1985; 

Deakins 1996). Even the ability to operationalise innovations can be acquired and it is 

argued that in many cases the entrepreneur is no different from the innovative manager 
(Drucker 1985,1992). Moreover, it is alluded that the characteristics associated with the 

entrepreneurial archetype are synonymous with traits associated with management 
(Timmons 1985; Deakins 1996) and leadership (Bird 1989; Baum 1995). For example, 
Brockhaus (1980) and Chell et al (1991) concluded that the need for an internal locus of 

control did not necessarily distinguish an entrepreneur from a manager but rather a 
successful entrepreneur from an unsuccessful one. Furthermore, previous research 
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suggests that leadership characteristics' which correlate with performance are similar to 

the traits associated with the growth oriented entrepreneur (Bird 1989; Baum 1995) and it 

is contended that small firm growth is influenced by the leadership qualities of the 

entrepreneur (Gibb and Scott 1985). It can therefore be argued that research should 

avoid the temptation to simply add to an already onerous catalogue of entrepreneurial 

traits and investigate the effect of the accumulation of knowledge, skills and experience 

on the growth and development of the small firm (Penrose 1995). Moreover, it is 

suggested that entrepreneurial research should adopt the methods associated with 

Mintzberg's (1973) study of managerial behaviour in order to comprehend the process of 

entrepreneurship and growth (Gartner 1989). 

3.3.4 The Entrepreneurial Typology - An Alternative Approach 

Contrasting personality characteristics, behavioural responses and background histories 

have all been instrumental in impeding any attempt to fink the performance of the smau 

firm to the personality characteristics of the entrepreneur (Begley and Boyd 1987; Baum 

1995; Gibb 1996). Furthermore, it is contended that despite the continued efforts to 

formulate a universally accepted definition of the entrepreneur, previous research has 

only been successful in determining that entrepreneurs do not adhere to one, all 

encompassing archetype (Stanworth and Curran 1976; Woo et al 1988; Kao 1989). As a 

result academia has endeavoured to address this problem of diversity in the literature by 

seeking to amalgamate certain personality attributes, values and background factors in 

order to construct a finite number of entrepreneurial typologies that correspond to 

certain modes of smaU firm behaviour and performance. In fact, Woo et al (1988) state 

that; 

In redudng the number ofptvfiles from [a] potendally, infinite to a manageable few, 

pirneurs and their D, p, ologies conttibute to morr parsimonious desaiption of entre 
bebaviour" 66.165) 

Smith's (1967) study challenged the assumption that entrepreneurs could be viewed as a 
homogeneous group by developing the typologies of the craftsman and opportunistic 

8 Note: These characteristics include tenacity, positive mood, ambition, goal striving, high energy, sclf 
confidence, creativity and status seeking and arc derived from leadership studies undertaken by Yukl 
(1989). 
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entrepreneur. The craftsman entrepreneur was portrayed as a skilled individual, with a 

narrow educational background who had essentially become a 'master of a trade' (Smith 

1967). Furthermore, the craftsman 'archetype was construed as being parochial, relying 

on local markets, personal contacts and reciprocity to sustain business. The craftsman 

entrepreneur was also considered to be a marginal individual with little awareness or 

understanding of the social environment and a desire for control. This need for control 
however, is inconsistent with the concepts associated with the entrepreneurial need for a 
high internal locus of control (Brockhaus 1982; Stevenson 1985; Timmons 1985; Begley 

and Boyd 1987; Lambing and Kuehl 1997) but instead, originates from the craftsman 

entrepreneur's consternation of external control (Smith 1967). Smith (1967) submitted 

that the craftsman typology related to owner-managers that were paternalistic, 

strategically inept and resisted growth in order to maintain personal control. Conversely, 

the opportunistic entrepreneur was growth oriented and had an appreciation of the 

benefits derived from the process of strategic planning (Smith 1967; dAmboise and 

Muldowney 1988). In addition, this archetype was viewed as being formally educated 

and having a wide range of business skills and experience. Moreover, the opportunistic 

entrepreneur possessed a high internal locus of control, believing that entrepreneurial 

activity and innovation could have a significant impact upon the environment and the 

success of the firm (Smith 1967). 

Filley and Aldag (1978) constructed three entrepreneurial typologies based upon the 

organisational preferences of the entrepreneur. The craftsman firm was considered to be 

risk averse, inflexible and not conducive to growth. Instead, it was contended that the 

main purpose of the craftsman firm was to satisfy the needs of the owner-manager. 
Furthermore, it was argued that the success of the craftsman firm was determined by the 

extent to which it was adopted by the environment rather than the abilities of the 

entrepreneur to exploit opportunities through innovative action (Filley and Alldag 1978). 

The promotional typology was utilised by Filley and Aldag (1978) to describe an 
autocratic, informal yet essentially transitional organisation. The promotional archetype 
was viewed as a high growth firm, in which the entrepreneur was often willing to 
undertake notable risk through the operationalisation of an innovative product or service 
in order to satisfy personal objectives. In contrast, Filley and Aldag (1978) portrayed the 
administrative entrepreneurial firm as a formalised and professional entity in which the 
founder's role was not always critical in determining the direction or performance of the 
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firm. Moreover, it was argued that the administrative firm evolved with the 

environment, adjusting to change through the processes of strategic planning to achieve 

concomitant growth (Filley and Aldag 1978). 

A study by Dunkelberg and Cooper (1982) concluded that entrepreneurs could be 

classified into three distinct categories. The first entrepreneurial classification related to 

individuals who were growth oriented and were essentially equivalent to the 

opportunistic archetype developed by Smith (1967). The second category of 

entrepreneurs, labelled as independents, were considered to be motivated by the need for 

independence and personal autonomy. The final entrepreneurial type presented was that 

of the craftsman and it is argued that this typology is, in effect, comparable with both 

Smith's (1967) craftsman entrepreneur. These typologies, however, are not necessarily 

stable. Instead, it is argued that given changes in certain social and environmental 

influences, it is possible for an individual to adopt any combination of these types over 

time (Dunkelberg and Cooper 1982). 

Carland et al (1984) developed a controversial typology, arguing that individuals could be 

categorised as either small business owners or entrepreneurs. The entrepreneurial 

archetype was construed as an innovative person who utilised strategic management 

practices in order to operate a firm for the principle purposes of profit and growth. 

Conversely, the small business owner typology described an individual who establishes a 

business to provide a primary source of income and further personal objectives (Carland 

et al 1984). In this sense, Carland et al (1984) argued that small firm is simply an 

extension of the owner-manager's personality and the business is governed by the 

availability of resources and various social influences. These typologies however, have 

been subjected to a considerable amount of criticism. In fact, it is contended that this 

study, through the utilisation of certain terms, definitions and personality characteristics 
has merely given rise to further uncertainty in the determination of the entrepreneurial 

archetype (Gartner 1989). Furthermore, it is maintained that it is possible for the small 
business owner to have personal goals in terms of profit and growth and hence the 
distinction made by Carland et al (1984) between the entrepreneur and the small business 

owner is at best debatable (Gartner 1989). 
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Stanworth and Curran (1976) employed the concept of latent social identity to develop 

three entrepreneurial constellations - the artisan, classical and managerial entrepreneur - 
that could be used to analyse the role of the entrepreneur within the small firm. The 

artisan identity was closely related to Srnith's (1967) craftsman typology, deriving intrinsic 

satisfaction from personal control. The artisan entrepreneur was also considered to be a 

marginal individual who had little or no interest in realising small business growth. 

Stanworth and Curran (1976) however, imply that the artisan typology refers to 

entrepreneurs that are essentially in the formative stages of entrepreneurship and that it 

was conceivable for the growth motive to emerge over time in circumstances where the 

small firm enjoyed sustained profitability. The classical entrepreneurial typology was 

viewed as being motivated by profit and growth and to all intents and purposes can be 

compared with the classical economist's view of the entrepreneur (Stanworth and Curran 

1976). In contrast, the manager identity was portrayed as an individual whose primary 

concern was managerial excellence and attaining recognition for the achievement of set 

goals and objectives (Stanworth and Curran 1976). Despite similarities between the 

artisan and classical entrepreneur and Smith's (1967) craftsman and opportunistic 

typologies it is argued that these constructs are fundamentally different. In other words, 

whilst Smith's (1967) constellations are essentially static, the typologies presented by 

Stanworth and Curran (1976) imply that it is possible for an individual to display 

characteristics associated with all three identities at different stages of the entrepreneurial 

process (Woo et al 1988). In this sense, it is argued that these typologies represent a 

progressive approach to ýhe entrepreneurial personality, illustrating how the attitudes and 

behaviour of the founder can change as a firm realises growth and moves towards a more 

rational and bureaucratic structure (Stanworth and Curran 1976). This progression 

however, is not considered to be automatic. Instead, it is contended that the decision- 

making process of the entrepreneur is influenced by a wide range of social, psychological 

and environmental factors that effectively determine the direction and performance of 

the firm (Stanworth and Curran 1976). For example, it is maintained that entrepreneurs 
disdain bureaucracy and are often prepared to forego small firm growth in order to 

sustain personal autonomy, independence and informality (Stanworth and Curran 1976; 

Dyer 1997). Consequently; this typology acknowledges that whilst personality is static 
(Bandura 1986), the strategic direction of the firm is essentially determined by 

66 



Chapter 3: The Entrepreneur and The Growth of the Firm 

entrepreneurial decisions and preferences which are shaped by constantly changing 
internal and external stimuli9. 

Penrose (1995) argued that entrepreneurial judgement pertaining to the maximisation of 

profits was distorted by the ambitions of the entrepreneur. This revelation led Penrose 

(1995) to utilise ambition to identify two entrepreneurial archetypes that were associated 

with the growth of the firm. The first archetype was described as being interested in the 

acl-devement of growth through the production and distribution of goods and services. 

These 'product minded' entrepreneurs directed efforts towards product quality and 

innovation, using technological development and cost reduction to sustain productive 

and distributive advantages over competitors (Penrose 1995). Furthermore, Penrose 

(1995) purported that this entrepreneurial type was an exponent of the process of 

endogenous growth, maintaining that profits were best earned through the incremental 

improvement and extension of firm activities. In contrast, the 'empire builder' 

entrepreneur was driven by a sense of vision and power. Penrose (1995) contended that 

whilst this archetype was also interested in product improvement and innovation, the 

primary motivation of the 'empire builder' centred on establishing a dominant firm 

through acquisition and the elimination of competition. Moreover, the 'empire builder' 

entrepreneur was portrayed as an aggressive individual who utilised superior financial, 

political and strategic competencies to outmanoeuvre competitors and gain substantial 

rewards (Penrose 1995). 

In a study of the strategic orientations of European small businesses, Bamberger et al 

(1994) constructed four typologies based on the behaviour, attitudes and values of 

entrepreneurs. 'Me pioneer archetype was construed as a dynamic and creative individual 

who was consistent with Schumpeter's innovative entrepreneur (Barnberger et al 1994). 

Furthermore, the pioneer was presented as a youthful and high ambitious risk taker who 

established firms in new industries in order to maximise profits and growth. Conversely, 

the organiser typology was developed by Bamberger et al (1994) to depict entrepreneurs 

that were essentially rational and analytical. In this sense, it was contended that these 

9 Note: It is important to recognise that this argument's validity rests upon the distinction between 
personality and behaviour. Stanworth and Curran (1976) have employed the terms personality and 
behaviour congruously, yet it is argued that whilst it is possible for behaviour to change over time, 
personality characteristics and values arc, in essence, temporally stable (see Bandura 1986, Herron and 
Robinson 1993) 
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administrative types were driven by organisational efficiency relating to effective 

organisation and resources allocation, deriving reward from environmental adaptation 
(Bamberger et al 1994). Research by Bamberger et al (1994) revealed that the organiser 

archetype was often associated with the family owned business and consequently more 

concerned with satisýýing subjective measures of performance such as security and 

succession rather than objective measures commonly associated with small firm growth. 
The all rounder entrepreneur enjoyed the innovative capacity of the pioneer type and the 

administrative ability of the organiser typology. The all rounder was considered to be a 

versatile entrepreneur who utilised a wide variety of skills and innovative strategies to 

earn substantial profits through superior performance (Bamberger et al 1994). Moreover, 

empirical evidence suggests that in terms of objective performance and growth, the all 

rounder emerges as the most successful archetype (Bamberger ct al 1994). In contrast, 

the routineer entrepreneur was portrayed as a risk averse and cautious individual whose 

primary concerned was business survival. In fact, comparisons can be drawn between 

the routineer archetype and the craftsman typologies developed by Smith (1967), Filley 

and Aldag (1978) and Dunkelberg and Cooper (1982). 

The utilisation and construction of various typologies has provided a significant 

contribution to the comprehension of entrepreneurial behaviour and performance (Woo 

et al 1988). These typologies however, have been created using differing classifications 

and methodologies. Consequently, it is maintained that the relationship between certain 

entrepreneurial types and the strategic behaviour, direction and managerial style of the 

small firm ensure that typologies continue to be context specific (Woo et al 1988). 

Furthermore, Woo et al (1988) contest that whilst comparisons can often be drawn 

between certain studies, the notable variances that exist underneath similar labels suggest 

that generalisations relating entrepreneurial typologies to the performance of the small 
firm are not advisable. Moreover, many typologies remain static and fail to acknowledge 

that the attitudes and behaviour of the entrepreneur are liable to change over time due to 

a myriad of internal and external factors (Stanworth and Curran 1976). Despite this 

solicitation for caution, it is important to recognise that most typologies attempt to 
delimit an entrepreneurial type in terms of strategic orientation, behaviour and 

management style. In addition, the typologies presented by Stanworth and Curran (1976) 

suggest that these factors are not necessarily stable over time. Instead, it is argued that 

certain environmental forces have a significant effect upon the entrepreneurial decision- 

making process which determines the strategic direction, behaviour and'management 
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style of the small firm (Stevenson 1985; Stanworth and Curran 1976; Kao 1989; Slevin 

and Covin 1990). 

It is therefore reasonable to conclude that the impact of certain characteristics and 

background factors upon strategic decision-making are liable to change over time. It can 

also be argued that the achievement of objectives combined with socially driven 

aspirations of the entrepreneur or owner-management team may ultimately influence the 

subsequent growth and development of a successful firm. It is therefore evident that the 

characteristics, ability and motivation of the owner-manager continue to play a pivotal 

role in strategic decision-making and small business development and thus cannot be 

ignored in any examination of small firm growth. 

3.4 Conclusion - Entrepreneurial Decision-maldng and Small Business Growth 

This Chapter has discussed whether it is possible to identify fast growing firms from the 

characteristics and competencies of their owner-managers. 

A range of characteristics and typologies has been examined but at present there seems to 

be no, one correct combination of personal attributes, background influences and skills 

that essentially delimits a successful entrepreneur from an unsuccessful one. 

Nevertheless, this Chapter argues that the entrepreneur or owner-management team 

continues to occupy the central role in terms of firm development and strategic decision- 

making. In this sense, it is maintained that the entrepreneur exerts a considerable 

influence upon how the firm develops and grows. Moreover, it is submitted that tl-ds 

influence also extends to deciding what management practices and organisational 

structures are adopted'O. 

Thus, this Chapter proposes that the performance and growth of the small firm is not 

only shaped by certain personality and background characteristics of the owner-manager 
but also by the management choices made by the entrepreneur in response to 

environmental turbulence (Slevin and Covin 1990). 

10 Note: These conclusions are developed in the conceptual framework discussed in Chapter 5. 
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The impact of these choices and managerial development in growth oriented firms is 

discussed in Chapter four. 
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Chapter 4: SmaH Business Management and Growth 
Building upon the observations made in Chapter three regarding the central role of the 

entrepreneur in facilitating the growth process this Chapter considers the effect growth 
has on management development in small ventures. The growth of any firm is 

dependent upon the ability of its management to effectively co-ordinate its activities in 

response to environmental change. This Chapter outlines the important role 

management plays in securing and maintaining a firm's strategic position. It also outlines 
how management within a small firm is a unique process that is subject to continuous 

change. Within the small business context, the role of management in the formative 

years of an organisation's lifecycle is usually undertaken in an informal manner by the 

entrepreneur or a small management team. As the firm achieves growth and establishes 

a business platform however, it becomes necessary for additional management expertise 

to be developed or acquired to co-ordinate a more complex organisation. It is submitted 

that sustained growth is not only determined by the initial skills and experience of the 

original owner-management team but also the accumulation of additional resources and 

competencies that, enable the firm to enjoy sustained competitive advantages. The 

Chapter concludes that it is the ability of management to identify, develop and re-deploy 

these capabilities in response to environmental opportunities and threats that ultimately 

decide the longevity of firm growth. In addition, this Chapter suggests that owner- 

management preferences and perceptions are also key determinants of the management 

techniques adopted by high growth firms. 

4.1 Management, Growth and Competitive Advantage 

The primary economic function of the firm is to utilise productive resources in order to 

supply goods and services to an economy (Penrose 1995). In this sense, the firm differs 

from the market in that activities are co-ordinated by an administrative framework rather 

than price. The firm therefore can, to all intents and purposes, be construed as both a 
collection of productive resources and an administrative organisation whose general 
purpose is to combine these resources for the production and sale of various goods and 
services for a profit (Penrose 1995). 

Profit and superior performance are dependent upon a firm's ability to manage its 

competencies and resources effectively in order to achieve sustainable competitive 
advantage (Porter 1985; Wernerfelt, 1984,1989,1995). Within the field of strategic 
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management understanding these sources of sustained competitive advantage has 

received a considerable amount of academic attention (Barney 1991). It is commonly 

acknowledged that firms who are able to implement strategies that simultaneously exploit 

environmental opportunities and minimise external threats secure these advantages. 

These strategies are primarily achieved by maximising the organisational strengths and 

reducing the existing internal weaknesses of the firm (Ansoff 1965; Hofer and Schendel 

1978). Within this context, management is charged with the role of continually co- 

ordinating and allocating resources and competencies to ensure that the firm is organised 

effectively to meet thds challenge. 

Historically, previous research has tended to either concentrate on isolating a firm's 

opportunities and threats (Porter 1980,1985) or examining a firm's strengths and 

weaknesses (Hofer and Schendel 1978; Penrose 1995). Despite some attempts to 

ascertain how a firm can successfully match its internal environment to opportunities and 

threats that exist in its external environment, the majority of literature has focused on 

analysing a firm's external environment (Barney 1991; Foss 1996). For example, the 

work by Porter (1980,1985) essentially described the external conditions that favoured 

high levels of firm performance and key attributes of attractive industries. Porter (1985) 

reported that when favourable conditions existed within a particular industry, firms that 

could successfWly position themselves through the implementation of a congruous 

strategy were more likely to enjoy superior performance. These theories however, by 

simply focusing on the impact that a firm's environment has on its competitive position, 

essentially ignores the contribution that idiosyncratic firm attributes make to estabUshing 

a firm's competitive position (Barney 1991; Foss 1996). Moreover, these models also 

assume that all firms within an industry were able to reposition themselves in response to 

changes in the environment. This assumption implies that firms share the same access to 

resources and are able to implement a wide range of strategies to maximise 

environmental conditions. Given that firms do differ in size, profitability and growth it 

seems reasonable to surmise that the assumption made by these environmental models is 

somewhat unrealistic (Foss 1996). Instead it is argued that the resource heterogeneity of 
firms and the extent to which certain resources or competencies can be classified as 
immobile are also sources of competitive advantage for organisations (Rumelt 1984; 

Wernerfelt, 1984,1989,1995; Conner 1991; Barney 1991; Penrose 1995; Foss 1996). 
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An organisation is said to have a competitive advantage 'When it is implementing a value 
creating strategy not simultaneously being implemented by any current or potential 
competitors' (Barney 1991, p. 102). In addition a firm is considered to have a sustained 
competitive advantage when 'it is implementing a value creating strategy not 
simultaneously being implemented by any current or potential competitors and when 
those other firms are unable to duplicate the benefits of this strategy' (Barney 1991, p. 
102). In this sense it is proposed that a firm that can successfully formulate strategies 
that are not currently being utilised by other firms in a particular industry, and that 

cannot be easily copied, are better positioned to enjoy superior performance and growth 
in the long run. Consequently, firms that are endowed with resources or competencies 

that are heterogeneous and perfectly immobile are more likely to introduce strategies that 

sustain their competitive advantage (Knudsen 1996; Foss 1996). 

Notwithstanding the fact that is possible to sustain a competitive advantage, it is 

important to recognise that such an advantage will not necessarily last forever. Changes 

in society and technological advancements give rise to ever changing environmental 

conditions that continually redefine the value of a firm's competitive advantage (Barney 

1991). Moreover, not all resources available to a firm are capable of providing a source 
of sustained competitive advantage. To have this potential, Barney (1991) submits that a 
resource must possess certain key attributes. Firstly, the resource or competence must be 

of value in terms of simultaneously neutralising environment threats and exploiting 
opportunities. Secondly, it must be rare or unique as a valuable resource, competence or 
strategy that is readily available to a large number of firms suggests competitive parity. In 

other words, if a particular bundle of firm resources is not rare, competitors will be able 
to conceive of and implement similar strategies and hence undermine a firm's 

competitive position. In addition, if competitors are able to access strategically 
equivalent resources that enable them to implement similar strategies, this will also 
undermine the sustainability of a firm's competitive advantage. Finally, to be a source of 
long term competitive advantage a resource must be imperfectly imitable. In this sense, 
Barney (1991) argues that firms that can achieve combination of resources that are either 
socially complex, causally ambiguous or evolve due to unique historical conditions are 
more likely to formulate strategies that cannot be easily imitated by competitors. 
Inimitability arises due to the fact that organisations, as they grow, establish context 
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specific systems, procedures and relationships that are often determined by a unique 

evolutionary process. 

A successful competitive strategy, capable of facilitating long term survival and growth, 

requires management to develop and build a resource base that can endow a firm with 

sources of sustained competitive advantage (Wernerfelt, 1984,1989,1995). Thus, whilst- 

environmental models emphasise the importance of developing successful market or 

product based strategies, these strategies are dependent upon the ability of management 

to build a repository of valuable, rare and inimitable resources or competencies that 

enable a firm to pursue these strategies (Barney 1986,1991). A firm's resources include 

all its assets, capabilities, organisational processes, information and knowledge. Firm 

resources can be conveniently classified into three categories: physical, human and 

organisational capital resources (Barney 1991). Physical resources refer to a firm's 

technology base and its geographical location in terms of accessibility to market and 

availability of complementary resources. Human capital resources include the training, 

judgement, relationships and intelligence of a firm's management and workforce whilst 

organisational resources represent a firm's formal reporting structures, planning 

procedures and co-ordination systems. It is the combination of these resources through 

the processes of knowledge and experiential learning that management are able to 

identify strategies, processes and practices which endow a firm with a competitive edge 

(Teece and Pisano 1994; Hodgson 1995). The nature of a dynamic environment 

however, provides that management are constantly having to review the value of these 

strategic assets in response to environmental change and uncertainty. As a result, the key 

role of management becomes the competent adaptation, integration and reconfiguration 

of internal and external organisational skills, resources and functional competencies to 

maintain the competitive advantage of the fum in fight of changes in the environment 
(Hodgson 1995; Teece and Pisano 1994; Foss 1996). In fact, Teece and Pisano (1994) 

posit that; 

ynamic cpabilifies rooted in Tke compelifive advantage offirms stems from 4' a 

peradý rm high performance routines og inside the fi , embedded in the firm's 

processes and condidoned ýy birlog. Because of im e fect factor markets, or .Pý 
more predsely the non-tradabili-o of soft assets like values, culture and 
0ý , ganisation experience, these capabiAdes cannotgenerall y he bou 

, ght, ý tbg must 

75 



Chapter 4: Small Business Management and Growth 

be built .. CoVedfive success [lbereforv] occurs in part because of The processes 

and structurrs already established and experience obtained in earlier periods' 
Cb. 553) 

It is therefore apparent that whilst management may, to all intents and purposes be a 

common characteristic of every firm, success is dependent upon the ability and 

willingness of management to understand which organisational strategies, routines or 

processes are sources of sustained competitive advantage (Barney 1991; Teece and 
Pisano 1994; Hodgson 1995; Foss 1996). The development of these resources however, 

cannot be construed as a simple or automatic process (Barney 1991). It has already been 

established that a significant percentage of firms either cease trading or fail to grow 
(Storey 1994). These firms, due to the perceptions, motivations and deficiencies of their 

managerial teams, are unable to secure these advantages or effectively re-deploy 

resources in response to changing environmental conditions (Teece and Pisano 1994). 

Thus, it can be concluded that the capabilities of management are in themselves sources 

of sustained competitive advantage and that; 

Winners in the global marketplace [arr] firms that can demonstrate fimeyl, 

pid and flexible roduct innovation, co pled uitb the ponsiveness and ra pu res 

y co-ordinate and re-de . 
plqy internal and management capabili_4 to effectivel, 

petences' (Teece and Pisano 1994, p. 538) external com 

Notwithstanding these observations, it is commonly acknowledged that considerable 

variation exists between the number, range and nature of managerial tasks undertaken 
by individual firms to achieve this primary objective (Penrose 1995). The preferences of 
its top management team, its administrative structure, its size and the volatility of its 

environment determine the management of a firm. The term management refers to the 

particular roles occupied by certain people within an organisation (Watson 1995). It 

also can be used to refer to various functions carried out within the boundaries of the 
fi. rm that are responsible for its effective operation or alternatively the activities 
undertaken by people to successfully manage the firm. In other words, the term 
management can be used to identify those individuals responsible for determining the 
strategic direction and scope of the firm and how management functions successfully 
co-ordinate the factors of production. Furthermore, these definitions when viewed 
together essentially provide not only an understanding of why management is important 
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to an organisation but also how effective co-ordination is achieved (Watson 1995). 

Management work is primarily concerned with 'shaping the productive co-operation of 
individuals and groups within the organisation and matching these efforts with the 
demands of those outside the organisation' (Watson 1995, p. 40). Consequently, the role 

of management cannot be construed as simply being one of resource allocation and co- 

ordination to secure an organisation's survival but also a role that involves satisfying the 

needs of a wide range of internal and external stakeholders. These stakeholders rarely 

share similar objectives and personal needs such as reward, remuneration and status are 

often considered to be more important than organisational performance. The challenge 

of management therefore is to also ensure firm prosperity by continually achieving a 

balance between the strategic objectives of the firm and resource demands of 

stakeholders (Watson 1995). 

4.2 The Context of SmaU Business Management 

The management process in the small firm is unique and bears little or no resemblance to 

management practices, processes, constructs or models developed by previous research 

to explain the management function in their larger counterparts Gennings and Beaver 

1997). The management function within a small venture differs significantly from that of 

a large organisation (Mintzberg and Quinn 1996). The majority of these differences 

concern the lack of specialist expertise, managerial time and resources. In a larger firm, 

the top management team co-ordinates the efforts of a team of specialists in finance, 

production, human resources and marketing in order to achieve a clearly defmed long 

term goal Gennings and Beaver 1997). In contrast, the small business owner often has to 

adopt the role of a management generalist and undertake a wide range of management 

functions (Stanworth and Gray 1991). Thus, in the entrepreneurial organisation, 

management functions are usually limited to the owner-management team Gennings and 
Beaver 1997). This centralisation provides the small firm with the distinct advantage of 
being able to gear strategic response to the current operational competencies of the 

organisation (Mintzberg and Quinn 1996). Moreover, the closeness of the owner- 

management team to operating personnel and activities provides an opportunity to 
directly influence organisational behaviour Gennings and Beaver 1997). As a result, it is 

submitted that small firms enjoy a strong sense of mission whereas larger firms have to 

contend with conflicts between different management functions, opportunism and self- 
interest (Alchian and Demetz 1972; Williamson 1975; Cromie et al 1995). In addition, it 
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is also argued that one of the greatest strengths of an entrepreneurial organisation stems 
from the fact that strategic decision-making is not inhibited by the inherent bureaucracy 

of a managerial hierarchy and therefore has the capacity to respond quickly to change. 
This ability to respond quickly to change however, is tempered by the realisation that 

firm success is often dependent upon the capabilities and knowledge of a single 
individual Qviintzberg and Quinn 1996). The vision and drive of the entrepreneur or 

entrepreneurial team normally drives a new and evolving organisation (Kao 1989). The 

owner-manager therefore, in response to an opportunity or threat, determines change. If 

the entrepreneur fails to acknowledge or simply resists the need for change then it is 

conceivable that the organisation will have no other means of adaptation qviintzberg and 
Quinn 1996). In these circumstances, given the power that accompanies majority 

ownership, it is evident that the top management team cannot easily be challenged by 

other stakeholders in the small firm Uennings and Beaver 1997). Thus, one of the 

greatest strengths of the entrepreneurial organisation can quickly become a major liability 

and threaten long-term development and survival. The paternalistic and sometimes 

autocratic nature of the entrepreneurial firm can also become a source of dissonance 

Gennings and Beaver 1997). As previously stated each stakeholder approaches an 

organisational problem from a particular perspective shaped by a myriad of personality, 

motivational and experiential factors'. In terms of the owner-management team, these 

idiosyncrasies can lead to erratic and unpredictable management behaviour patterns that 

are not always conducive to small firm growth and superior performance QvIintzberg and 
Quinn 1996; Jennings and Beaver 1997). Moreover, as the firm grows, it becomes more 

and more difficult for the entrepreneur to suppress the preferences of other 

stakeholdcrS2. It is also maintained that the sophistication of the firm determines the 
level of stakeholder involvement and subsequent impact upon the decision-making 

process of the fmn (Atkins and Lowe 1994). External stakeholders can be viewed as 

constituent parts of the entrepreneur's strategic network. Strategic networks are 

essentially a key resource of the small firm (Kao 1989; Atkins and Lowe 1994) and 
provide the entrepreneur with the opportunity to obtain resources, reduce transaction 

costs and gain competitive advantage through long term arrangements with individuals, 

organisations and institutions (Atkins and Lowe 1994). 

I Note: The influence of personality and background characteristics upon small business growth is 
discussed in Chapter 3. 
2 Note: Stakeholders, in this context, include employees, financial institutions, suppUers and'customers. 
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The value of these strategic networks however, is limited by the extent to which 

stakeholders can effectively influence the strategic decisions of the small firm. In 

addition, a conflict between subordinates and owner-managers gives rise to personal 
dissatisfaction and cultural disharmony, which is often detrimental to organisational 

effectiveness Gennings and Beaver 1997). It is therefore evident that the founder is the 

primary stakeholder and can rarely be overridden Gennings and Beaver 1997). In the 

early stages of business development the decision-making process is governed by the 

aspirations of the entrepreneur and various ancillary social influences such as the values 

of society and the attitudes of the family (Beaver and Jennings 1995). Furthermore, it is 

the founder's or owner-manager's associated drive and knowledge that usually constitutes 

one of the main assets of the firm. To achieve growth, the entrepreneur not only has to 

ensure that these assets are augmented but also resist the temptation to dilute these 

competencies by attempting to manage every function in the firm. It also becomes 

increasingly important for the entrepreneur to take the conscious decision to no longer 

undertake operational tasks such as marketing and finance and instead concentrate on 

the future strategy of the business and effective resource allocation and acquisition. In 

many cases, this transition is dependent upon the willingness and ability of the owner- 

management team to delegate responsibility and manage the activities of others 
QvIintzberg and Quinn 1996; Jennings and Beaver 1997). It can therefore be ascertained 

that sustained growth is not only constrained by the aspirations of the entrepreneur but 

also the influence external and internal stakeholders can exert on the owner-management 

team Gennings and Beaver 1997). 

4.2.1 Transitional Management and Small Firm Development 

It has been established that the development of the smaU firm is dependent upon the 

entrepreneur (Dyer 1997). The phenomenon of smaU business growth creates a conflict 
between the vision and values of the entrepreneur and the need to introduce bureaucracy 

to co-ordinate the process of growth (Kao 1989). In this sense, it is contended that the 

process of growth dictates that many entrepreneurial management practices become 

obsolete as the small firm experiences growth (Charan et al 1980). Many entrepreneurs 
however, are not prepared to make this sacrifice in order to achieve growth (Dyer 1997). 
Consequently, it is argued that the expansion of the small firm is determined by the 
extent to wl-dch the entrepreneur is prepared to entertain the transition from an 
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entrepreneurial to a professional system of management (Charan et al 1980; Flamhotz 

1986). An entrepreneurial firm can be defined as a highly centralised decision-making 

system with a paternalistic management style whose success is primarily shaped by the 

abilities of the entrepreneur (Charan et al 1980). Furthermore, it is maintained that 

whilst the entrepreneurial decision-making process allows the small firm to respond 

rapidly to environmental opportunities, centralisation acts as a significant barrier to 

growth (Kets de Vries 1977; Schein 1985) and inhibits the development of decision- 

making skills in subordinates (Charan et al 1980). It is therefore evident that during the 

initial stages of development, small business management is, to all intents and purposes, 

an extension of the characteristics, perceptions and capabilities of the entrepreneur 

Gennings and Beaver 1997). 

The development of the growing small firm has been subject to a considerable amount 

of academic speculation and historically, notable observations on how organisational 
dynamics change as organisations grow, have been made by a number of researchers 

(Gibb and Davies 1990; Dyer 1997). Research by Smallbone et al (1995) revealed that 

changes in management and organisational structure were consistent features of high 

growth firms. This study concluded that high performing firms 'were significantly more 
likely to have introduced professional managers into the firm' (p. 57). In addition, they 

also observed that fast growing firms were more committed to developing their 

management resources through training. Similarly, Storey and Sykes (1996) contend that 

start up teams of fast growth ventures usually consist of a number of professional 

managers with a range of functional skills. They also submit that in these firms the role 

of management is more concerned with delegation and effective resource allocation. It is 

therefore perhaps unsurprising that there is strong academic support for the notion that 

the expansion of managerial activities in the growing small business can be characterised 
by a shift from an entrepreneurially to professionally managed firm (Watson 1995). It is 

also argued that this shift enables the small firm to accrue generic management skills that 

are instrumental to sustained growth, skills that are often outside the existing competence 
base of the existing owner-management team (Watson 1995). 

There is a general consensus that small organisational systems are fundamentally 

different from their larger counterparts (Dyer 1989,1997; Storey 1994; Penrose 1995). 
Large systems are depicted as having an established culture that provides a template for 
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the norms, values and behaviour of organisational members (Dyer 1997). These systems 

also have well developed routines that essentially guide the strategic direction and scope 

of the organisation. In contrast, emerging ventures possess very little history and the 

norms, values and beliefs of the owner-management team play a crucial role in 

establishing a culture that effectively governs organisational behaviour. Moreover, whilst 

these firms are not constrained by culture and traditions the lack of organisational 

routines provides that entrepreneurial firms often lack the necessary systems to manage 

resources effectively (Dyer 1997). Dyer (1989) reported that many of the differences 

between large and small organisational systems could be explained by the differences 

between the competencies and values of professional managers and family owned 

businesses. In addition, Schein (1985) also observed that founders of family oriented 

fums and professional managers analysed problems differently, occupied different 

positions of authority and related to others in different ways. Founders of family firms 

tended to be intuitive in their decision-making and used charisma to motivate others 

whilst professional managers were more inclined to make decisions based on logic and 

rational analysis and used their organisational standing as a means of motivating others 

(Schein 1985; Dyer 1989,1997). On the other hand, Charan et al (1980) proposed that 

entrepreneurial firms could be identified as having an over dependence upon one or two 

key individuals, an inadequate repertoire of managerial skills, a paternalistic culture and a 

highly centralised decision-making system. Conversely, they saw a professionally 

managed firm as an organisation that facilitated the delegation of authority, utilised 

formalised information analyses, possessed functional flexibility and did not suffer from 

an over dependence on certain key individuals. 

Stevenson (1985) suggested that the study of entrepreneurship was essentially an 

alternative approach to management. Stevenson (1985) argued that entrepreneurial 

behaviour could be redefmed by examining six fundamental dimensions of business 

practice, namely, strategic orientation, commitment to opportunity, resource 

commitment, compensation policy, resource control and management structure. It was 

also purported that, within these dimensions, the behaviour of the entrepreneur existed 
between two typological extremes. 

The promoter archetype described an entrepreneur who was innovative and confident to 

pursue a wide range of opportunities regardless of resources currently controlled 
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(Stevenson 1985). The promoter was depicted as a performance driven individual who 

utifised existing knowledge, skills and informal information networks to acquire 

temporary access to key resources in order to exploit opportunities presented by the 

environment. The trustee archetype however, was viewed as being administration led 

and whose vision of opportunity was determined by existing resource ownership 

(Stevenson 1985). Furthermore, the administrative nature of the trustee firm provided 

that the aspirations of the entrepreneur were often constrained by a formalised hierarchy 

and increased stakeholder involvement (Kao 1989). Stevenson (1985) contended that 

within these extremes there was an observable range of behaviours that could be 

classified as either entrepreneurial or administrative. Moreover, it was maintained that 

during the life of the firm the behaviour of the entrepreneur was influenced by a variety 

of social, economic and psychological pressures (Stevenson 1985; Kao 1989). These 

pressures are essentially dynamic and thus the strategic orientation and direction of the 

firm is often subject to temporal change. In fact, it is argued that the accumulation of 

resources that takes place as a small firm grows, exerts a significant influence upon the 

owner-manager in terms of inhibiting entrepreneurial behaviour (Kao 1989). 

Furthermore, it is contended that the success of the small firm is determined by the 

initial resource choices made by the entrepreneur during the formative years of a small 

business venture (Flart et al 1995). Moreover, Slevin and Covin's (1990) suggest that an 

entrepreneurial management style coupled with an organic organisational structure are 

precursors to establishing an effective entrepreneurial firm. Slevin and Covin (1990) also 

maintain that environmental turbulence and managerial perception have a significant 

effect upon the organisational structure and managerial style adopted by the small firm. 

Consequently, they argue that the dynamics of environmental perceptions and strategic 

choice essentially determine the structural and managerial evolution of the firm. These 

observations further support the proposition that growth cannot be solely defined in 

terms of a specific set of personality characteristics or as a product of an economic 

function but instead as a cohesive pattern of managerial behaviour which can change 

over time (Stevenson 1985; Kao 1989; Slevin and Covin 1990). 

As previously stated, there is a substantial amount of literature that attempts to exan-dne 

the necessity for a changing style of management and the need for organisational change 

within a growing venture (Gibb and Davies 1990). The justification for these growth 

models stems from the rationale that organisations cannot avoid alterations to their 
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shape as their mass expands. In other words, organisational. growth increases the critical 
mass of the firm. This, in turn, prompts the firm to introduce systems and control 
mechanisms in order to effectively manage the new organisational form (dAmboise and 
Muldowney 1988). In general, growth models tend to describe a firm's development 

from a holistic form of management to a more team based, functional and professional 

approach to organisational. management (Gibb and Davies 1990; Watson 1995). These 

metamorphosis models, usually focus on various functions and structures that occur as 

the firm experiences growth (dAmboise and Muldowney 1988). These stage models also 
describe organisational development in terms of changes in marketing activities, financial 

control, human resources, firm structure and leadership style (Scott and Bruce 1987; 

Gibb and Davies 1990; Storey and Sykes 1996). For rapid growth firms, all phases 

pertaining to the development of the management process are considered to be dynamic 

and the adoption of management practices is dependent upon a wide range of factors 

including growth rate, size, age and the abilities and motivations of the entrepreneur 
(d'Amboise and Muldowney 1988). These models however, have been subjected to 

extensive criticism (Churchill and Lewis 1983; Scott and Bruce 1987; d'Amboise and 
Muldowney 1988; Gibb and Davies 1990). This criticism primarily originates from the 

fact that these models do not build upon empirical investigation (Gibb and Davies 1990). 

Furthermore, it is argued that these models have generated a number of spurious 

generalisations such as the assumption that the entrepreneurial firm must achieve a 
degree of professionalism in order to facilitate sustained growth (Stevenson and Jarillo- 

Mossi 1986,1990). 

It is also acknowledged that there is more than one way in which small firms can cope 

with the phenomenon of growth (Gibb and Davies 1990). Stevenson and Jarillo-Mossi 

(1986) argue that 'companies that preserve entrepreneursl-dp as they grow preserve the 

ability to change' (p. 23). In this sense, it is argued that entrepreneurship enables an 
organisation to continually pursue new opportunities. The pursuit of a new opportunity 
implies that the firm will be required to challenge its internal equilibrium to 
accommodate the pursuit of a future state (Stevenson and jarillo-Mossi 1986). Thus, 
firm growth becomes increasingly dependent upon the ability of management to 
introduce new processes and practices that ensure the effective allocation of resources 
between existing activities and the exploitation of emerging opportunities. Furthermore, 
it is maintained that there is a dependency between certain management styles and 
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organisational growth (Ixondades 1982). It is suggested that firms with steady state 

management styles are less likely to consider further evolution outside incremental 

improvements to efficiency whereas a firm which enjoys an evolutionary style of 

management is more likely to pursue a wider range of strategies such as acquisition and 
diversification in order to sustain growth CLeondades 1982). 

The debate as to the relevance of stage models to explaining management transitions in 

growing businesses is centred upon the issue of an assumed evolutionary process. For 

example, Flamhotz (1986) argued that in the formative years the success of a small firm 

was principally the result of effective entrepreneurship. As the firm experiences growth 
however, there is an increasing pressure to formalise planning, control and organisational 

systems in order to mould an organisational culture capable of formalising the 

socialisation of new employees. In addition, Charan et al (1980) contended that the need 

to professionalise the management process in the entrepreneurial firm was essentially a 

survival imperative. These evolutionary models however, fail to acknowledge that there 

is invariably no inevitability of progression (Watson 1995). Firms cannot be compared 

with biological entities and while some analogies have proved useful (e. g. Penrose 1995), 

the firm should be construed as a social rather than biological organisation. In other 

words, businesses are social organisms that possess choice-making agents that have an 

ability to defy accepted patterns of conformity (Stanworth and Curran 1976). This 

important observation further supports the prernise that, in many circumstances, small 

firms do not continuously grow but rather opt for successful disengagement from the 

growth process in line with the personal aspirations of the owner-management team 

(Churchill and Lewis 1983; Scott and Bruce 1987; Storey and Sykes 1996; Watson 1995). 

4.2.2 Establishing a Managerial Platform 

Notwithstanding the fact that firms adopt a plethora of management styles and 

organisational structures to manage growth, it is evident that the quality of management 
is an important issue facing the developing firm. The management skills and experience 

of the entrepreneur are considered to be key determinants of growth (O'Farrell and 
Hitchens 1988; Jennings and Beaver 1997). In addition, it is suggested that the growth of 

the firm is ultimately determined by the capabilities of management (Penrose 1995; 

O'Farrell and Hitchens 1988). Thus, whilst entrepreneurial behaviour is conducive to 
initial entrepreneurial success, sustained growth is dependent upon the ability of the 
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entrepreneur to continually manage the small firm (Charan et al 1980). Moreover, 
Penrose (1995) argues that the growth of the firm is not only shaped by the enterprising 
behaviour of the entrepreneur but also by the extent to which the entrepreneur can 

manage competently. In this context, Penrose (1995) uses the term entrepreneur in a 
functional sense to identify individuals who provide the firm with entrepreneurial and 

managerial services. Entrepreneurial services are contributions to the firm wl-dch relate 

to the introduction of new ideas, innovations and technologies whilst managerial services 

refer to those services which ensure the competent execution of entrepreneurial ideas 

and supervision of existing activities (Penrose 1995). Consequently, it is the combination 

of these services that determines the effective management of the firm (Penrose 1995). 

In the early stages of development, the consequences of entrepreneurial decision-making 

have a significant effect upon the subsequent growth of a small firm (Klofsten 1998). In 

its formative years, a small firm is more likely to fail (Storey 1994). It is argued that in 

these circumstances, cessation stems from the firm's failure to establish a suitable 
business platform'. A distinct characteristic of many small firms is their instability. As 

small firms secure their position in a market place and successfiffly pass through the 
initial development process by building an appropriate business platform they become 

more viable and less vulnerable to changes in the environment (Klofsten 1998). Reasons 

that are commonly cited as major contributing factors to a small venture's vulnerability 

relate to its liability of smallness and newness. Liabilities of smallness arise from a 
business' inability to generate suitable capital to realise opportunities and cope with 

certain administrative demands (Choi and Standish-Kuon 1999). On the other hand, a 
liability of newness concerns the firm's limited ability to develop internal management 

structures and process or form suitable links with its micro environment (Stinchcombe 

1965; Klofsten 1998; Choi and Standish-Kuon 1999). 

For a firm to achieve a business platform from which it can secure survival and the 
potential for growth it must accumulate the necessary resources and develop the ability 
to manage and allocate resources effectively. Klofsten (1998) argues that a business 

platform is subject to a number of internal and external factors. These factors include 
the establishment of strong relationships with customers, vendors and financial backers 

3 Note: In this context, the term business platform is used to denote a state at which a firm has 
accumulated the necessary resources and skills to promote corporate survival and growth (see Klofsten 
1998). 
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in order to gain access to the required resources. In addition, factors such as building a 
business with complementary core expertise, effective management structures and 

systems are also required so that the firm is well placed to maintain and augment these 
important relationships. Notwithstanding the fact that a firm's ability to pursue growth 
is dependent upon it building a suitable business platform, what constitutes an effective 
business platform will differ from firm to firm (Klofsten 1998). For example, service 

oriented firms are more likely to divert additional resources towards the maintenance and 

acquisition of strong market and customer relationships. Conversely, manufacturing 
firms may narrow their focus in terms of the market in favour of resources, systems and 

processes that help to improve quality or reduce the cost of production. Nevertheless, 

the emergence of a business platform delimits a firm's early development process 

(Klofsten 1998). It also represents the process by which a small firm attempts to solve a 

number of significant problems. In the early development stages, the emphasis is on the 

developing an idea into a finished product or service desired by the marketplace (Greiner 

1972; Klofsten 1998). The primary role of management is to build a platform which is 

informal and flexible enough to allow the firm to quickly establish a market position 

which is sufficiently large and profitable QvIintzberg 1973; Miller and Friesen 1984). As 

the firm cements its position in the market environment the co-ordination of resources 

and the communication of strategic goals becomes more difficult. At this point, 

effectiveness becomes increasingly dependent upon the introduction of basic functions 

such as sales, marketing and production control (Klofsten 1998). Thus, as the firm 

matures, its continued survival is determined by the ability of management to augment a 

firm's business platform so that it can manage growth (O'Farrell and Hitchens 1988; 

Klofsten 1998). 

4.2.3 The Emergence of Management Practices in Growth Oriented Firms 

It is suggested that as a small fkm grows the entrepreneurial tendencies of the owner- 

manager are often superseded by the need to effectively co-ordinate the existing activities 

of the organisation (Stevenson 1985; Kao 1989). In this sense, it is purported that the 
decisions of the entrepreneur are increasingly shaped by the resources controlled by the 

organisation and hence, continued growth is increasingly influenced by the need to 

maintain and protect the existing asset base of the firm (Stevenson 1985; Timmons 1985; 
Begley and Boyd 1987; Kao 1989; Mullins 1994). 
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Historically, the study of small firm management has been impeded by the lack of 
distinct boundaries between the concepts of entrepreneurship and SME management 

(Eyre and Smallman 1998). The entrepreneur is portrayed as an individual with 

particular skills and attributes that facilitate the process of entrepreneurship and new 

venture creation (Gibb and Scott 1985; Eyre and Smallman 1998). The nature of the 

entrepreneurial firm however, provides that whilst these competencies are instrumental 

in secudng initial entrepreneurial success, the sustained development of the firm is 

increasingly dependent upon the managerial competencies of the entrepreneur (Charan et 

al. 1980; O'Farrell and Hitchens 1988; Chandler and Hanks 1994; Mullins 1994; Jennings 

and Beaver 1997). 

Despite these apparent difficulties, recent research by Eyre and Smallman (1998) suggests 

that certain entrepreneurial competencies such as vision, flexibility, intuition and the 

motivation to succeed are becoming increasingly important facets of the modern 

European managerý. Nevertheless, it is recognised that entrepreneurs usually acquire 

these skills through. the process of experiential learning (Gibb 1996; Eyre and Smallman 

1998) and thus many of the competencies associated with the successful management of 

a firm are essentially context dependent (Holman and Hall 1996). As a result, it is 

reasonable to assume that the entrepreneurial role within the growth firm is essentially 

heuristic (Kao 1989) and that sustained growth is not only a product of effective 

entrepreneurship but also the development of competent management practices 

(Penrose 1995). 

Small firms cannot automatically adopt management practices utilised by successful large 

companies in order to sustain growth. Instead, a considerable amount of literature exists 
highlighting fundamental differences between large and small businesses in terms of 

managerial, organisational and operational competencies (Sonfeld 1994). Small firms 

often have a 'myopic' view of management and tend to focus purely on satisfying day-to- 

day operational challenges rather than striving towards a long-term strategic goal (Ahire 

1996). This viewpoint stems primarily from the fact that small firms usually lack the 

necessary resources to adequately manage all aspects of the business and the inability of 
the owner-manager to acknowledge the importance of strategy to long term survival 

4 Note: Research by Eyre and SmaUman (1998) brings together the observations made by Caird (1992) 
concerning the competencies of small business managers and the study by Dufour (1994) which identifies 
an ideal profile of the European manager. 
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(Ahire 1996). Notwithstanding these constraints, small firm survival and growth 

continues to be dependent upon the ability of the firm to adopt and develop 

management practices that effectively enhance existing businesses capabilities and 
improve the allocation of scarce resources (Yeh-Yun Lin 1998). Moreover, Chaston and 
Mangles (1997) suggest that it is important for small firms to have a balanced and more 
holistic approach to management (Chaston and Mangles 1997). In this sense, they argue 

that whilst certain large firm management practices may enable a growing small firm to 

establish a competitive edge, over emphasis on one or two of these processes often 

constrains future growth. 

Within the small business context, previous research suggests that owner-managers are 

unable to devote enough time to issues that concern the strategic direction and scope of 

the firm (Ahire 1996; Hankinson et al 1997). The UK (Rennes) survey (1995-97) 

revealed that owner-managers generally believe that they have the technical and general 

management skills to operate a successful business to a certain level but lack the 

necessary financial, human resource and marketing management skills to take their 

businesses to the next level of development. In addition, 'the survey discovered that 

despite a general acknowledgement of these skills, in the majority of cases owner- 

managers did little to address these deficiencies often citing insufficient time and a lack 

of resources as reasons as to why steps had not been taken to enhance these managerial 

competencies (Hankinson et al 1997). The survey also found that owner-managers relied 

on their intuition in making management decisions and due to time constraints and a lack 

of marketing expertise favoured imitation and a 'wait and see' approach as a means of 

responding to changes in the business environment. 

In contrast to these observations, research investigating the management practices found 

in fast growing smaU firms has identified that fast growth firms are more likely to have 

developed or acquired managerial practices in areas such as human resource 
management, finance and marketing (KinseUa et al 1994; SmaUbone et al 1995; Ba1je and 
Waasdorp 1999). Evidence from the Sunday Times/Virgin Fast Track 100 (1999) 

suggests that the retention, recruitment and development of a quaHty workforce, 
processes that improve quality of products, services and marketing, are considered to be 

critical to firm performance. Research by Balje and Waasdorp (1999) on the 
characteristics of fast growing ventures in the Netherlands found that whilst there were 
no differences between fast growth and non-growth firms in terms of financial practices, 
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fast growth firms were usually managed by teams that had experience in finance, 

marketing and human resource management. Furthermore, in their study of fast growing 
firms in the UK, Smallbone et al (1995) discovered that firms that enjoyed substantial 

growth were more inclined to develop a managerial base by undertaking management 

training and tended 'to introduce professional managers at strategic intervals. 

Furthermore, Smallbone et al (1995) observed that owner-managers of fast growing 

ventures were more likely to delegate operational authority in order to release time for 

issues that concerned the strategic direction and scope of the firm. Kinsella et al (1994) 

in their investigation of fast growing firms in Ireland also discovered that fast growth 

firms participated in a range of management processes such as planning and control, 

training, marketing, human resource management and finance in comparison to no- 

growth firms. In fact, Kinsella et al (1994) submitted that: 

'In elect, such [management] praefices relate to the inculcation of a growth 

ethos, the acquisition of certain skills, and the implementation and 

., y assodated wihfast strengthening of . 9stems which appear to be parficularl, 

growtbfirms'(P. 192) 

Given that previous studies continually link the lack of management resources and 

expertise to small business failure (O'Farrell and Hitchens 1988; Storey 1994; Al-ýire 1996; 

Huang and Brown 1999) it seems reasonable to surmise that certain management 

practices are commonly associated with small business success and superior 

performance. From previous research undertaken by Kinsella et al (1994), Smallbone et 

al (1995), Balje and Waasdorp (1999) and The Sunday Times/Virgin Fast Track 100 

(1999), it is evident that finance, marketing, human resource management, planning and 

control are consistently cited as management practices that are positively correlated with 

smaH business performance. 

Previous research has demonstrated that there is a consistent positive relationship 
between the extent of planning undertaken by a small firm and its performance 
(Robinson and Pearce 1984; Lyles et al 1993; Rue and Ibrahim 1998). These studies have 
been able to ascertain, irrespective of differences in methodologies and definitions of 
what constitute formalised planning, that small firms with structured planning 
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procedures outperform firms that rely on unstructured or non-formalised planning 

procedures (Rue and Ibrahim 1998). In one study, examining the planning processes in 

mature small ventures, Bracker et al (1988) identified a number of components of the 

small business planning process such as objective setting, environmental analysis, strategy 
formulation, budgeting, control procedures and financial projections. From these 

components they were able to construct four typologies to depict the level of planning 

sophistication evident within a small firm. Of these four typologies which included 

structured strategic, intuitive, operational and unstructured planners, they discovered that 

structured strategic planners often enjoyed superior performance. Subsequent research 

has yielded similar results and studies by Kinsella et al (1994) and Smallbone et al (1995) 

further support the premise that the use of forecasting, environmental analysis and long 

term objectives are positively associated with high growth firms. Moreover, it is also 

contended that formalised planning assists the development of the decision-making 

process. In this sense, it is commonly acknowledged that the procedures and processes 

associated with structured planning often enhance the quality of strategic decision- 

making, which in turn has been linked to improved financial performance (Lyles et al 

1993). 

One of the most important problems identified by small firms relates to insufficient 

capital, cash-flow management and working capital management (Peel and Wilson 1996). 

Evidence from the United States however, strongly suggests that financial practices 

amongst small firms have not experienced any dramatic changes in the past two decades 

(McMahon and Scott 19 91). Nayak and Greenfield (1994) in their examination of 200 

micro-businesses in England found that owner-managers displayed a distinct lack of 
financial awareness with only a third of all firms using any form of budgeting. Similarly, 

McMahon and Scott (1991) found that the majority of owner-managers in the United 

States only used financial reports in a very limited sense and only half of them made any 

attempt to compare their firm's performance with industry figures. Statistics from the 
UK also contend that over 20% of business failures can be attributed to poor financial 

management, bad debts and inadequate credit control (Storey 1994). Furthermore, 

Storey (1994) proposed that poor record keeping was a major cause of failure, 

commenting; 
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'It cannot be sur rising, fberefore, to find the biýb rates of business failure 
.P 

amoqst sucb dny firms, and an unixillingness on the part of finandal 

insfitufions to extend them credit' 66.218) 

In contrast, it is argued that budgeting, financial projection and performance 

measurement practices are more likely to be found in fast growing firms (Kinsel1a et al 
1994; Nayak and Greenfield 1994). Research by Kinsel1a et al (1994) found that fast 

growing firms in Ireland tended to have good accounting systems, diverse sources of 
finance, good relationships with financial institutions and utifised internal equity and 

retained profits to support further growth initiatives. Nayak and Greenfield (1994) 

concluded on the other hand that within their survey the best perforn-dng firms were 

more likely to have formalised record keeping and budgeting and were more concerned 

with profitability and improving organisational efficiencies. Furthermore, research by 

Storey et al (1987) and the Cambridge SmaU Business Research Centre (1992) 

demonstrated that high growth firms were more inclined to seek external financial 

assistance and advice. 

Closely related to the processes of planning and financial control are the issues of quality 

and consistency. In addition to practices like budgeting, performance measurement and 
financial projection, successful small firms are also looking towards quality control as a 

means of improving competitiveness (Cranswick 1995). Quality can be defined simply as 
'internal and external customer satisfaction' (Chittenden et al 1998). There is an 
increasing amount of literature that attempts to investigate what quality procedures are 

utilised by SMEs. In general, this research uses large firm oriented techniques such as 

statistical process control (SPC), total quality management (TQN1) and just in time 

production UYI) to assess the degree to which small firms utilise these quality control 

procedures (Ahire and Golhar 1996; Cranswick 1995). Given that there are fundamental 

differences between large and small firms it is perhaps unsurprising that these 
investigations have provided equivocal results (Chittenden et al 1998). Thus, in general 
terms the research concludes that many small firms view these techniques as either being 

too costly or too bureaucratic (Ahire and Golhar 1996). Nevertheless, there is an 
emerging amount of literature that argues that successful small firms are starting to adopt 
quality management techniques through the adoption of ISO 9000 (Cranswick 1995; 
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Chittenden et al 1998). ISO 9000' is more a management control tool than a quality 

standard (Chittenden et al 1998). The standard involves the documentation of processes 

that concern a firm's design, production and distribution techniques to ensure that 

products and services conform to a pre-determined standard (Cranswick 1995). Previous 

research by Cranswick (1995) and Chittenden et at (1998) has discovered that successful 

small firms are utilising ISO 9000 as a strategic tool to improve internal procedures. 

Furthermore, the research concluded that ISO 9000 was frequently introduced by firms 

with some form of delegated authority. Chitte nden et al (1998) also found that whilst 

some firms are forced into achieving the standard due to external market pressures, 

others recognised that the standard could effectively enhance internal capabilities and 

effidencies. 

It is contended that small firms cannot compete with larger organisations in terms of 

economies of scale, investment in research and development of promotional expenditure 

(MacLaren and McGowan 1999). Instead, successful small firms employ differentiation 

strategies that help them to exploit their inherent strengths such as response time and 
flexibility to engender comparative advantages (Sandberg 1986; MacLaren and McGowan 

1999). It is commonly accepted that the marketing skills of the owner-management team 

are important to small business success and that this success is based upon the ability of 

the firm to position itself effectively within its business environment (Storey 1994; 

Smallbone et al 1995). Small firms that compete on price rather than quality and service 

are less likely to experience growth (Storey et al 1989; Kinsella et al 1994). This implies 

that success is dependent upon the firm building a product or service that is considered 

to be of value to its customer base (Gilmore et al 1999). The achievement of growth is 

also determined by the ability of management to make the necessary adjustments to 

changes in the market place (Storey 1994). Smallbone et al (1995) concluded in their 

study of 293 manufacturing firms that fast growth firms possessed the necessary skills 

and competencies to respond to changes in customer composition, technology and 

regulations. Consequently, it is submitted that fast growth firms tend to develop systems 
and procedures that enable them to regularly analyse the environment and competitor 
behaviour as well as identify new opportunities (Kinsella et al 1994). In fact, it is argued 

5 Note: The ISO 9000/14000 certification process has existed since 1987. Introduced through an 
International Organisation for Standardisation buRctin, its primary purpose has been to provide a series of 
world-wide standards for quality systems that can be used for external quality assurance purposes ( see 
Stevenson and Barnes 2001). 
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that market intelligence is a prerequisite for long term survival as a lack of environmental 

scanning is inextricably linked to failure (Lang et al 1997). Furthermore, in their study of 

growth firms in Ireland, Kinsella et al (1994) reported that when compared to slow 

growth firms, fast growing firms had a greater awareness of their competitors, utilised 

non-price factors of competition and participated in regular reviews of the market 

environment. 

There is a growing support for the proposition that human resource management (HRM) 

is inextricably linked to organisational performance (Becker and Gerhart 1996; Wagar 

1998). This literature principally emanates from the United States and is primarily 

conceptual in nature although there is an increasing body of empirical work examining 

the HRM differences between large and small firms (Golhar and Despande 1997). It is 

argued that all firms need a well motivated and skilled workforce in order to compete 

effectively in an increasingly global marketplace (Marlow and Patton 1993). The ability 

to recruit and retain good employees however, continues to be a major challenge for 

many small firms (Wagar 1998). Previous studies by McEvoy (1984) and Amba-Rao and 

Pendse (1985) maintain that small firms have low levels of HRM sophistication, lacking 

rational and systematic approaches to employee retention, development and 

compensation. Moreover, it is reported that HRM is often superseded by other 

functions such as production, finance and marketing (McEvoy 1984). 

Small firms are likely to employ less sophisticated HRM practices than their larger 

counterparts. Nevertheless, it is submitted that due to certain advantages resulting from 

the absence of bureaucracy, the influence and vision of the owner-manager and 

flexibility, the small firm is better organised to benefit from the HRM philosophy 

(Marlow and Patton 1993). In other words, small firms through the adoption of HRM 

practices can realistically achieve competitive advantage through employee development. 

It is also contended that HRM development to all intents and purposes is a significant 
factor in determining small business survival and growth (Hornsby and Kuratko 1990; 

Despande and Golhar 1994; Golhar and Despande 1997; Wagar 1998). In fact, Hornsby 

and Kuratko (1990) proposed that; 

The pracdce of effecdve personnel mana m , ge ent is one that small businesses 

need to develop and improve as tby expand andgrow' (b. 9) 
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Good HRM programmes usually consist of processes and systems that enable a firm to 

effectively recruit, motivate and retain a quality workforce (Despande and Golhar 1994). 

Within the boundaries of the small firm, FIRM is rarely developed at a strategic level and 

usually rests with the owner-management team (Despande and Golhar 1994; Wagar 

1998). Consequently, it is argued that constraints on time and resources as wen as a lack 

of knowledge provide that in the majority of cases these HRM processes are less 

sophisticated when compared to the practices utilised by larger companies to undertake 

the same function (Ng and Maki 1993; Golhar and Despande 1997). Despite these 
differences, research by Golhar and Despande (1997) revealed that whilst SMEs were 

unable to use conventional financial incentives to retain key personnel, they used similar 

workforce characteristics to assess the value of existing or potential employee. These 

characteristics included an employee's commitment to the firm, motivation, experience, 

self-discipline and ability to work as part of a team. 

Evidence also suggests that the majority of SMEs are reluctant to train their workforce 
(Marshall et al 1995). Many small firms do not have training budgets and perceive 

training as an operational expense rather than a long-term investment g"Cerr amd 
McDougall 1999). Training within the small firm is often governed by the constraints 

already mentioned and whether it will be of any immediate benefit to the firm. In this 

sense, any training undertaken is informal and ad-hoc in nature and is usually geared to 

meeting short term objectives (Westhead and Storey 1997). It is argued however, that in 

order for employee trai ning and development to support growth, human resource 
development and training need to be formalised and viewed from a strategic perspective 
(Kerr and McDougall 1999). Moreover, research by Kinsella et al (1994) and Smallbone 

et al (1995) support the premise that employee development and training are positively 

associated with growth. It is pertinent to note however, that whilst commentators 

generally advocate this causal relationship, the existence of a large set of contingent 
factors which also affect small firm growth has ensured that this relationship has yet to 
be confirmed empirically (Westhead and Storey 1997). Nonetheless, it is reasonable to 
surmise that small firms that are able to locate HRM and training strategically are more 
likely to optimise performance and create competitive advantages (Kerr and MacDougall 
1999). 
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4.3 Conclusion - Managing for Small Firm Growth 

This Chapter has investigated the development of management within growing small 
firms. It has been argued that in general, a transition takes place in which the 

entrepreneurial managed firm slowly adopts a range of professional management 

practices to co-ordinate the process of growth. This Chapter has also established the 
important role management plays in maintaining the existing activities of the firm and 
looking at ways to exploit emerging environmental opportunities. In addition, the 

concept of sustainable competitive advantage has been examined in relation to how a 
firm achieves a superior strategic position within a given market place. It has been 

suggested that whilst the entrepreneur exerts a considerable influence upon the strategic 
direction and scope of a growing venture in its formative years, the emergence of 

professional management implies that this influence is increasingly diluted in favour of 

more rational modes of decision-making. Notwithstanding this fact, it is argued that the 

entrepreneur, to all intents and purposes, determines the management and organisational 
development of the firm. Thus, it is posited that the initial management practices 

adopted by a growing business may have a significant impact upon its capability to 

sustain growth. This Chapter therefore concludes that the capability of a firm to sustain 

growth is not only dependent upon the management practices irdtially adopted and 
implemented by the entrepreneur, but also the extent to which these practices can endow 

the firm with a sustainable competitive advantage. 
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Chapter 5: Defining The Research Problem 

Chapter 5: Defining the Research Problem 

This Chapter brings together the main conclusions of Chapters two, three and four to 
build a conceptual framework upon which the primary purpose of the research is based. 

The Chapter highlights that small business growth is an exceptional phenomenon that is 

determined by a wide range of internal and external factors. It also proposes however, 

that whilst external influences create favourable environmental conditions that are 

conducive to growth and survival, small business growth is often dependent upon the 

skills, characteristics and aspirations of the owner-manager. In addition, this Chapter 

argues that sustained growth is also determined by the ability of a firm's management to 

achieve a balance between the co-ordination of existing activities and the exploitation of 

emerging opportunities. To this end, the primary research objective is to discover how 

and why certain management practices are adopted by growth firms and whether these 

practices are perceived to endow the firm with a sustainable competitive advantage. In 

order that t1-ds research purpose can be addressed, a number of research questions are 

developed within this Chapter. These questions relate directly to the primary research 

objective and are used later in Chapter six to evolve an appropriate research strategy in 

which these questions can be satisfactorily explored. 

5.1 Conceptuallsing the Entrepreneurial and Management Filter 

Theory building relies upon the clarification and development of general constructs that 

essentially subsume a wide range of variables (NUes and Huberman 1994). Within the 

context of this research, these particulars have been discussed at length in the previous 

Chapters of this thesis. In the case of tl-ds study, it has been argued that entrepreneurial 

characteristics, aspirations and competencies exert a considerable influence upon 

management development in growth firms. Regardless of whether a research design is to 

adopt an inductive or deductive approach it is contended that the building of conceptual 
framework is an instrument that can effectively define the research problem of a study 
(NUes and Huberman 1994). Thus, it is argued that by taking the main conclusions that 
have arisen as a result of the review of the current literature, a conceptual framework 

should help define the research problem, a number of important research questions and 
assist the development of an appropriate research strategy. 

5.1.1 Small Firm Growth as an Exceptional Phenomenon 

The principles and ingredients of successful entrepreneurial activity have been the subject 
of a substantial amount of academic research and debate (Beaver and Jennings 1995). In 
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tl-ds sense, small business growth and its perceived importance to wealth creation and 
economic prosperity, has been one of the principal topics of the small business literature 
for the past three decades. Ever since the initial claims made by the Bolton Report 

(1971) academics and policy makers have looked towards the small business sector as a 

primary source of economic development, innovation and growth. 'Me conventional 

model of economic growth suggests that SMEs play an important yet secondary role in 

an economy supporting the activities of larger more established firms (Reynolds ct al 
1999). Nevertheless, the realisation that fast growing SMEs are major contributors to 

economic prosperity has seen these firms being increasingly attributed with a more 

central role in the development of wealth, innovation, employment and national 

competitiveness. In fact, more recently, researchers have acknowledged that due to 

rapidly changing and highly competitive markets, growth oriented small firms are starting 

to exert a significant influence on national economies (Yeh-Yun-Lin 1998). 

There has been a substantial amount of literature generated in terms of why small firms 

grow and the phenomenon of growth has been approached from a wide range of 

theoretical perspectives. Whilst there is little doubt that these perspectives have added to 

our understanding of entrepreneurship and the factors that enable a firm to grow, the 
heterogeneity of the small firm sector has become a significant barrier to total 

comprehension. For example, industrial economics has continually produced a number 

of growth models to explain firm development (O'Farrell and Hitchens 1988), yet its 

underlying premise that small and large firms simply occupy different points on the same 

corporate development continuum has long been exposed as a fallacy (O'Farrell and 
ffitchens 1988). Furthermore, it is argued that studies that attempt to liken the 

behaviour of the small firm to a large firm or view a small venture as simply a scaled 
down version of a larger organisation are also inappropriate (Wynarczyk et al 1993). In 
fact, Penrose (1995) posits that; 

'the diyerrnces in the administrative structure of the veg small and the veg 
large firms are so great that in many ways it is hardto see that the two 
s, bedes are of the samegenus' (ý- 19) 

I Note: The range of economic models used to "Plain business growth are discussed in Chapter 2. 
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Whilst the majority of these approaches have been subjected to these criticisms, as they 
fail to take into account that growth is not an automatic process, all agree that businesses 

that achieve growth differ from firms that remain small. 

There are a wide range of factors that influence small business growth. It is contended 

that small firms that experience growth often enjoy favourable market conditions or are 

able to exploit localised or niche markets (O'Farrell and I-Etchens 1988; Penrose 1995). 

Small firms however, operate in a number of industrial sectors and geographical locations 

and thus it seems apparent that growth can be acl-deved across a variety of markets and 

sectors (Smallbone et al 1995). Moreover, previous quantitative research has taken the 

dependent variable of growth and examined its relationship with a number of 
independent factors such as age, size, location, market orientation and exporting 

behaviour. These studies have revealed that in general younger smaller firms tend to 

grow more rapidly and that the support infrastructure provided by a given environment 

in terms of accessibility to market, the availability of resources and the lack of 

competition are all positively correlated with growth. These observations have led to the 

conclusion that external variants can have a significant impact upon small firrn growth. 

Notwithstanding this fact, it is pertinent to note that whilst most national economies are 

dominated by small to medium sized enterprises (SMEs) the majority of these firms do 

not achieve growth (Gibb and Davies 1990; Storey 1994; Smallbone et al 1995; Barkharn 

et al 1996). Research has been quick to point out that only a small percentage of small 

firms achieve notable growth. It is also reported that these growth firms are responsible 

for making a disproportionate contribution to wealth and employment creation (Birch 

1979; Storey et al 1987; Storey et al 1989; Gibb and Davies 1990; Storey 1994; Westhcad 

and Birley 1995; European ConuTiission 1996b; Fischer et al 1997; Delmar and 
Davidsson 1997; O'Gorman 2000)'. Consequently, it is reasonable to surmise that even 

when external conditions are conducive to small firm growth, evidence supporting the 

premise that only a small number of firms achieve substantial growth, strongly suggests 

that internal influences are more significant detern-dnants of small business growth. 

5.1.2 The Entrepreneurial Filter 

Previous Chapters have alluded to the proposition that the internal capabilities of the 
firm are instrumental to growth. The small firm, to all intents and purposes, is an 

2 Note : The impact of growth oriented SMEs on economies is discussed in Chapter 2. 
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extension of its founder or owner-management team. In other words, the nature of the 
entrepreneurial firm implies that it is difficult to divide the objectives of the firm from 

the personal aspirations of the owner-management team. This combined with the 
realisation that only a small percentage of firms actually achieve growth advocates the 
proposition that any analysis of venture growth cannot preclude the entrepreneur 
(Herron and Robinson 1993). 

Within the context of this research it is important to define the entrepreneur. This 
however, is not a simple task as there is currently no universally accepted definition of 
the terms entrepreneurship or entrepreneur. The entrepreneur participates in the process 
of exchange for profit utilising personal attributes, knowledge and competencies to 
negate the effects of uncertainty (Knight 1921; Casson 1982; Stanworth and Gray 1991; 
Lambing and Kuehl 1997). Previous research has attempted to delimit entrepreneurship 
from a wide range of perspectives including its importance to an economy and as an 

alternative approach to management. There is also considerable literature pertaining to 
the identification of entrepreneurs or owner-management teams that have a greater 
propensity to grow their venture. Chapter three has reported that growth oriented 
owner-managers are more likely to display certain personality characteristics and have a 

number of influential background factors. Nonetheless, it is pertinent to note that whilst 

attributes such as the need for an internal locus of control, a tolerance of ambiguity and a 
high achievement motivation have been positively correlated with growth, such evidence 

remains inconclusive. Similarly, it is suggested that growth oriented entrepreneurs have 

certain demographic profiles and often possess a range of managerial and industrial 

experience, although once again, substantiation of these claims is still sadly lacking 
(Chandler and Hanks 1994). 

What is evident is that the owner-manager or the entrepreneurial team is instrumental to 
firm growth Genning and Beaver 1997). Notwithstanding the myriad of perspectives 
utilised to define the entrepreneurial archetype in general terms the entrepreneur can be 

construed as an individual, or one of a group of individuals, who assumes the risk of 
developing a new venture (Gibb and Davies 1990). This definition however, is not meant 
to be exclusive and it is conceivable that an entrepreneur may also be an individual who 
acquires an existing business. In both instances there is an implication that the individual 
assumes a management role which involves the determination of a firm's strategic 
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direction and scope. This inference provides further support for the proposition that 
internal influences are more critical to long term organisational. growth. Moreover, it 

reaffirms the central role of the entrepreneur or owner-management team in realising 

small business growth. 

It was submitted in Chapter 3 that the personality traits and core personal values of 

owner-managers are key determinants of entrepreneurial motivation and behaviour 

(Herron and Robinson 1993; Kotey and Meredith 1997). Personality characteristics 
however, are essentially mediated by motivation and moderated by ability (Hollenback 

and Whitener 1988; Herron and Robinson 1993). It is therefore evident that whilst a 

causal relationship exists between the characteristics of the entrepreneur and the 

performance of the small firm, the lack of any direct association between the two 

variables dictates that personality traits, viewed in isolation from other influencing 

factors, are insufficient predictors of small firm performance (Herron and Robinson 

1993). It is therefore contended that entrepreneurial personality attributes are ancillary to 

behaviour. This behaviour essentially manifests itself in the decision-making process 

and influences not only what the firm does but also how its objectives are achieved. 

Consequently, it is surmised that any examination of small venture growth should seek to 

examine the decision-making process of the entrepreneur and its subsequent effect upon 

the strategic direction and scope of the firm. In fact, Gartner (1989) suggests that 

entrepreneurial research should abandon its attempts to delimit the entrepreneur in terms 

of personality characteristics and instead concentrate upon observing the behaviour of 

the entrepreneur. Moreover, it is perhaps pertinent to note that economists continue to 

utilise behavioural. aspects such as decision-making, judgement, innovation and allocation 

of resources in defining the entrepreneurial process (Shackle 1966; Hebert and Link 

1988). For example, Schumpeter (1934) defmed entrepreneurship as a range of 
behaviours that initiates and co-ordinates the reallocation of resources in order to create 

value. 

The motivations and abilities of the entrepreneur shape entrepreneurial behaviour 

(Herron and Robinson 1993; Kotey and Meredith 1997). These variables, combined 
with environmental perception (Penrose 1995) and other external and internal factors, 
directly influence the decisions made by the entrepreneur. It is therefore reasonable to 
assume that entrepreneurial behaviour is synomonous with the decision-making process 

101 



Chapter 5: Defining The Research Problem 

and that entrepreneurial decision is inextricably linked to the strategy pursued by a small 
firm at any given time (Child 1972; Herron and Robinson 1993). Furthermore, it has 
been proposed that motivation is derived from the entrepreneur's evaluation of prior 
performance and the expectation of subsequent behaviour (Penrose 1995; Herron and 
Robinson 1993; Kuratko and Hodgetts 1998). In this sense, it is argued that whilst past 

performance provides an assessment of the owner-manager's strategic competence 
(Alchian 1950), subsequent behaviour is also determined by the self efficacy of the 

entrepreneur and how factors such as knowledge, experience and skills can facilitate the 
improved performance of the small firm (Mullins 1994). It is also maintained that the 

growth of the small firm is constrained by the environment (Slevin and Covin 1990). 

Moreover, it is purported that the value of the strategies implemented by the small firm 

in response to opportunities presented by the environment is exogenously determined 

(Penrose 1995). In a complex environment, rational optimisation cannot realistically 

govern decision-making. Instead, the human decision-maker only ever considers a very 
few alternatives and these options are usually influenced by personal aspirations, 

characteristics and. competencies. Thus, the entrepreneur's perception of the 

environment limits the range of strategies that a firm can realistically pursue at any one 

time. It is therefore argued that the environment adopts two important roles in 

influencing small firm growth. Its central role is to provide the owner-management team 

with a series of perceived opportunities, which can be exploited, subject to internal 

constraints placed upon the venture. Its secondary role however, determines actual 

performance by evaluating the total value of the strategic decisions made by the 

entrepreneur or the owner-management team. 

It can therefore be concluded that the strategic decision-making process within the small 
firm consists of the characteristics, values, knowledge, experience, motivation and 
competencies of the entrepreneur or owner-management team (Herron and Robinson 
1993; Kotey and Meredith 1997). This 'entrepreneurial filter', in turn, combined with a 
plethora of external and internal influences, continuously governs the entrepreneur's 
perception of the environment and subsequent strategic behaviour of the small business 

venture (Penrose 1995; Stanworth and Curran 1976; Stevenson 1985). Finally, it is 

3 Note: Throughout this thesis, put in particularly in Chapter 2, it has been argued that both external and internal factors exert a considerable influence upon the decision-making process. Whilst external influences such as external stakeholders and the existence of support infrastructures do influence small firm growth, the fact that only a small percentage of SMEs experience notable growth despite the existence 
of favourable market conditions implies that internal factors are more central to growth. 
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submitted that the performance of the small firm is ultimately determined by the strategic 

competence 'of the entrepreneur and the extent to which entrepreneurial perception 
interprets the true nature of the environment (Penrose 1995). 

5.1.3 The Emergence of the Management Filter 

In addition to the impact it has on the performance of the small venture, it is posited that 

the 'entrepreneurial filter' also plays a significant role in facilitating sustained growth. In 

the initial stages of growth the characteristics, competencies and preferences of the 

entrepreneur govern the strategic direction of the firm. Thus, external and internal 

environmental stimuli continually change the competitive stance of the business in order 

to satisfy the need of its stakeholders. This adaptation and ability to respond to changes 
in the environment is due in part to the new managerial tasks, procedures and systems 
introduced to cope with the pressures of firm development and growth (O'Farrell and 
Mtchens 1988). 

Chapter four argues that success for any firm is dependent upon its ability to establish a 

valuable strategic position, whereby a unique bundle of competencies, resources and 

capabilities are deployed and managed in a dynamic fashion to ensure that the needs of a 
firm's internal and external environment are satisfied (Thompson 1999). Sources of 

competitive advantage are finite. Certain bundles and combinations of capabilities 
however, do provide a firm with an opportunity to sustain a particular advantage for a 

substantial period of time. In these circumstances, firms are able to conceive of and 
implement strategies that rely on combinations of valuable resources and competencies 

that prove difficult to imitate or costly to acquire (Barney 1991; Foss 1996). 

Nonetheless, despite the longevity of these advantages it is important to recognise that as 

soon as a firm displays a distinct competence, competitor action will mean that the value 

of a particular advantage wiU be eroded over time. Furthermore, the value of the strategy 

will also depend on the nature of the environment. Given that the environment in which 
firms operate is, to all. intents and purposes, dynamic, it is likely that the value of a 
particular strategy, competence or combination of resources may also diminish over time 
(Foss 1996). For example, it is reported that whilst many smaller firms enjoy the benefits 

of emerging and developing markets that experience high growth (O'Gorman 2000), 

sustained success is increasingly determined by the ability of a firm's management to 
effectively manage its competencies and resources in response to environmental change. 
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Effective strategic management therefore implies that a firm is capable of achieving 

congruence between its environment, its resources and the preferences of its owner- 

management team (Thompson 1999). In this sense, it is argued that the environment is a 

source of opportunities and threats whereas resources essentially constitute an 

organisation's strengths and weaknesses (Barney 1991; Mintzberg and Quinn 1996; 

Thompson 1999). These strengths and weaknesses, which in turn can be construed as 

the strategic capabilities of the firm, represent the mechanism by which the firm can 

achieve and sustain competitive advantage (Thompson 1999). 

The strategic direction and growth rate of the firm is also dependent upon the 

accumulation of knowledge and resources over time (Penrose 1995). Furthermore, it is 

submitted that the accumulation of resources and knowledge removes certain limits 

placed on the firm in terms of expansion (Penrose 1995). The management choices 

made by the entrepreneur however, have a significant effect upon the strategic scope of 

the firm (Foss 1996). The accumulation of resources and knowledge represents, in many 

cases, an irreversible investment by the small firm. This investment provides that whilst 

the firm is able to expand and develop activities close to its original remit, certain 

opportunities presented by the environment cannot be realised through the process of 

organic growth (Penrose 1995; Foss 1996). Instead, these opportunities are essentially 

outside the capabilities of the entrepreneur and can only be secured at considerable 

expense to the firm (Penrose 1995). This option however, is not commonly available to 

the majority of small firms. 

It is the role of management to identify, integrate, adapt and re-deploy these capabilities 

in response to environmental uncertainty and change (Wernerfelt 1984; Penrose 1995). 

It has been established earlier in this Chapter that the management of the small firm 

essentially expands and contracts with the characteristics and motivations of the 

entrepreneur Uennings and Beaver 1997). In the initial years of venture formation, the 

primary role of management concerns the building of a resource platform that is flexible 

enough to enable the firm to establish a good market position. As the firm grows, the 

co-ordination of resources and the communication of strategic goals becomes 
increasingly difficult. At this juncture, the continued success of the firm is dependent 

upon the introduction of new layers of management, procedures and systems to manage 
the growth process. In many cases, the lack of management skills and experience proves 
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to be detrimental to the growth aspirations of the entrepreneur (Chandler and Jansen 

1992; Beaver and Jennings 1995). Moreover, the preferences of the entrepreneur can 

also inhibit growth. Even if the initial success of a small business venture allows a degree 

of separation between the entrepreneur and the management function, the authoritarian 

power of the entrepreneur provides that rational decision-making associated with the 

traditional management process, can frequently be overridden Gennings and Beaver 

1997). Given that the growth objectives and ambitions of the entrepreneur can change 

over time (Bamberger 1983; Stevenson 1985; Kao 1989), it is apparent that sustained 

small business growth is essentially driven by the entrepreneur's continued commitment 

to expansion (Smallbone et al 1995). Thus, it is conceivable for the entrepreneur to 

suppress growth-related competencies that exist within the firm in order to satisfy other 

personal objectives such as independence and control Gennings and Beaver 1997). It can 

therefore be concluded that the managerial preferences and deficiencies of the 

entrepreneur are a significant barrier to the sustained growth of the small firm (Penrose 

1995; Charan et al 1980; O'Farrell and Hitchens 1988; Jennings and Beaver 1997). 

It is submitted that the sustained growth of the small business venture is also determined 

by the management decisions made by the entrepreneur in terms of resources and 

knowledge accumulation. It has already been stated that entrepreneurship is an 

alternative approach to management (Stevenson 1985; Kao 1989) and that the behaviour 

of the entrepreneur is subject to change as the small firm experiences growth (Stevenson 

1985; Stanworth and Curran 1976; Kao 1989). In fact, the continued expansion of the 

firm is not only dependent upon the ability of the owner-manager to make the effective 

transition from an entrepreneurially to a professionally managed organisation (Charan et 

al 1980; Flamhotz 1986) but also the extent to which management decision inhibits the 

subsequent exploitation of environmental opportunities (Penrose 1995; Foss 1996). In 

other words, it can be surmised that entrepreneurship and growth are essentially shaped 
by the managerial ability of the entrepreneur to ensure that resources are effectively 

allocated between the maintenance of existing activities and the development of new 

opportunities (Wernerfelt 1984; Rurnelt 1984). 

There is an increasing amount of literature pertaining to the management practices 
utilised by high growth firms. In general, this literature has maintained that successful 
firms are more inclined to develop a managerial base and view the implementation of 
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management processes as a strategic imperative. In addition, the management literature 
has also highlighted that practices such as human resource management, planning and 

control, finance and marketing are all positively correlated with superior performance 
(Kinsella et al 1994; Smallbone et al 1995; Balje and Waasdorp 1999). Key success 
factors however, differ significantly between industries and markets and consequently 

there is no common formulae that can be consistently applied to either strategic 

positioning or the management of growth (Gadeene 1998; Thompson 1999). For 

example, Gadenne (1998) argued that considerable differences existed between the key 

success factors of various industries. In a study of 369 firms across three industrial 

groupings Gadenne (1998) discovered that successful firms in the retail industry 

operationalised managerial practices that enable them to create value for money strategies 

whilst manufacturing firms were more likely to implement processes that led to either a 

cost or quality advantage. Furthermore, he found that service firms often had 

progressive and innovative human resources management practices to engender service 

related advantages. 

It is therefore evident that that sectoral differences, firm heterogeneity and the 

preferences and capabilities of the owner-management team play a significant role in 

determining the managerial competencies required to achieve sustained growth. Research 

has yet to adequately address why certain skills are implemented and more specifically, 
how particular external and internal influences shape the development of these skills, 

competencies and capabilities over time (Herron and Robinson 1993). Research 

therefore needs to examine the decision-making process of the entrepreneur and how 

management decision affects the performance and subsequent growth of the small firm 

(Mullins 1994). Thus, whilst effective management is seen to be a common characteristic 

of a high growth firm, there is a dearth of literature exploring the willingness, ability and 

perceptions of management to identify which strategies, routines and processes are 
sources of sustained competitive advantage. 

5.1.4 Conceptualising the Entrepreneurial and Management Filter 
The influence of the entrepreneurial and management filter upon small firm performance 
and growth discussed in sections 5.1.1,5.1.2 and 5.1.3 is illustrated in Figure 5.1. The 

conceptual framework developed in this thesis maintains that as the firm grows, a 
emanagement filter' emerges which is initially shaped by the 'entrepreneurial filter. The 
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cmanagement filter' represents the evolution of the firm in terms of organisational 

structure and the adoption of management processes and practices. Given that this 
filter's evolution is detem-iined in the first instance by the entrepreneur or owner- 

management team it seems reasonable to surmise that over time the 'management filter' 

will have an increased impact upon strategic decision-making in the growing small 

business. This represents, to all intents and purposes, a rational shift to a more 

professionally managed firmý. Nevertheless, it is important to note that the influence of 

the 'management filter' upon strategic decision-making depends on the filter's perceived 

value in relation to decisions that concern the strategic direction and scope and 

development of the firm. 

The Entrepreneurial Filter 

Fftrsonalityý 

Motivation 

.................... V ......................... Existing 
Resources The Management Filter 

Entrepreneurial 
A, Decision Making (Beh2viour) 

Strategic Choice 

Environment4l Filter 

Opportunities and 
Access to Resources 

External 
Stakeholders/ 

Competitor Action 

Selection of 
Suitable Strategies 

By The 
Environment 

Actual Performance 

Figure 5.1: Conceptualising the Entrepreneurial and Management Filter and Small Firm Growth 

4 Note: As previously discussed in Chapter 2, Section 2.3.3 growth cannot be construed as either a linear or 
automatic process. Thus, the conceptual framework does not make any assumptions concerning the 
growth trajectory or patterns of small firms. I 
5 Note: Management transition is discussed in Chapter 4 
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The framework also embraces the concepts of strategic choice and environmental 
determinism discussed in Chapter three, section 3.2 and Section 5.1.2, acknowledging 
both the influence of entrepreneurial choice on firm direction and the environment on 
firm performance. This framework has been developed to underpin this thesis and is 

utilised to define a number of research questions to address the primary research purpose 

5.2 The Research Questions 

The creation and development of a small business venture is a unique process Uennings; 

and Beaver 1997). In d-ds context, it is argued that entrepreneurs and owner- 
management teams do not react to internal and external environmental factors 
homogeneously. The research embraces the concepts of firm heterogeneity, bounded 

rationality, dynamic competition and firm specific attributes as sources of sustained 

competitive advantage. This position is clearly stated within the theoretical framework. 

The primary purpose of the research is therefore to investigate how firms sustain growth 
through the introduction of management practices and processes. From the theoretical 
framework developed in section 5.1, the research will examine the underlying influences 

of how and why fast growing firms adopt management practices. In particular the 

research attempts to examine the idiosyncrasies of the decision-making process and 

reveal the extent to which entrepreneurial perception influences the development of 
management within the growing venture. In addition, the research also investigates the 

extent to which decisions to adopt certain management processes affect the firm in terms 

of its subsequent growth and ability to develop competitive advantages that are 

sustainable. 

5.2.1 The Entrepreneur and Strategic Decision-maldng 

The conceptual framework developed in section 5.1 (and illustrated in figure 5.1) 

proposes that the owner-manager or entrepreneurial team is instrumental to the process 
of growth and that an idiosyncratic entrepreneurial and managerial filter shapes 
organisational development. Within this context it has been argued that the personality 
characteristics, experiences and competencies, influence firm growth. Indeed, research 
has consistently cited that entrepreneurs who possess specific personal attributes tend to 
manage growth-oriented businesses (Begley and Boyd 1987). The trait perspective for 
example contends that firms that are more likely to grow can be identified simply from 
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the characteristics of their founder or owner-management team. From this psychological 
perspective, firm success is attributed to the unique psychological set of its principal 
actors (Beaver and Jennings 1995). It is also maintained that entrepreneurial success is 
derived from a variety of background influences. Conversely, the sociological paradigm 
focuses upon explaining performance in terms of gender, age, marital status and 
education. T'his paradigm however, like the psychological paradigm, has yet to discover 

anything conclusive and merely confirms the view that men and women from a wide 
range of backgrounds create and manage both unsuccessful and successful business 

enterprises (Beaver and Jennings 1995). Research has therefore refuted the argument 
that the entrepreneur is a deviant personality and concluded that in general it is difficult 

to determine whether a particular combination of background or demographic factors 

are conducive to venture growth (Chandler and Hanks 1994). Nevertheless, it is apparent 

that due to the demands placed on the firm during the process of growth, entrepreneurs 

or owner-management teams that possess previous managerial, industrial and technical 

experience are often better furnished to deal with the complexities of organisational 

growth (O'Farrell and Hitchens 1988; Penrose 1995; Beaver and Jennings 1995; Lambing 

and Kuehl 1997; Te ther 1997). It has already been established that the entrepreneur and 

the firm are indistinguishable (O'Farrell and I-Etchens 1988; Herron and Robinson 1993; 

Kotey and Meredith 1997). From this rationale, a diverse range of characteristics, 

personal values and experiential factors have been identified as being precursory to 

growth. 6. Research however, has still to substantiate these claims but what is clear is that 

personality characteristics, motivations, experiences and competencies exert a 

considerable influence upon the strategic decision-making of the growth firm. Thus, the 

research aims to ascertain; 

1. How dopersonalily and bacA. Smund cbaracteristics of the owner-manager or entre pirneurial team 
influence the adoption of manqgementpracdces in groxtbfirms? 

This research question essentially attempts to identify the significant components of the 
'entrepreneurial filter' and discover how these factors influence the decision-making 
process. In this sense, it is contended that to comprehend the origins of how and why 
management practices are adopted by growing ventures it is necessary to understand how 
certain personal and experiential factors influence and shape strategic decision-making in 

6 Note: These characteristics are discussed at length in Chapter 3. 
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relation to management development. Furthermore, the question adopts the position 

that changes in the business envirom-nent and the organisation itself will ensure that the 
dominance of various factors are subject to continual change (Beaver and Jennings 1995). 

As the relative importance of these factors ebbs and flows, it seems reasonable to 

surmise that continued success is dependent upon the firm's ability to achieve a 

congruence between its aspirations and its ever changing competitive environment. 

There are two environments that establish the framework in which a firm operates: its 

external environment consisting of suppliers, customers and competition; and its internal 

environment referring to its complexity and the extent of its resources (O'Farrell and 

Ffitchens 1988). Consequently, also explores the determinants of entrepreneurial 

perception and offers an explanation as to the relative importance of internal and 

external environmental factors in determining the adoption and implementation of 

management practices over time. 

5.2.2 Management Development and Growth 

The research is concerned with how and why growth firms adopt certain management 

practices to support and encourage the development of the venture and how these 

practices endow firms with competitive advantage. Previous studies have alluded to the 

fact that certain management practices tend to be present in high growth firms and that 

in some cases the absence of particular management practices are precursors to failure. 

Chapter four supports the view that the implementation of management practices such 

as planning and control, finance and marketing are all positively correlated with growth 

(Kinsella et al 1994; Smallbone et al 1995; Bajle and Waasdorp 1999). Whilst research 

has been relatively quick to endorse these practices as mechanisms by which a firm can 

assist the growth process, there is a dearth of literature relating to why management 

practices are utilised by high growth firms to achieve superior performance. In addition, 

differences between industries and markets imply that it is difficult to state with any 

certainty whether these management practices can be generalised across these boundaries 

or are contextually specific to a particular region, industrial sector or market. It is 

therefore contended that as firms experience growth, management development within 
the context of the growth firm is unique. In this sense, it is submitted that much in the 

way the entrepreneurial filter governs the strategic direction of the firm, this filter also 
plays a significant role in determining what management practices are implemented by 
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the owner-management team to facilitate growth. The research therefore attempts to 
answer; 

2 Wbydogmwtbfirmsadq 
. 
pt certain managementpractices? 

Historically, research into managerial action has been limited. One study conducted by 

Milne et al (1982) for example focused attention upon the ways in which owner- 
managers responded to personal and business stimuli. This research maintained that 
business strategies are generally determined by what the owner-manager thinks he can, or 

wishes to achieve in light of an array of perceived opportunities and constraints (Milne et 

al 1982; O'Farrell and Hitchens 1988). This study further advocates the use of the 

entrepreneurial filter as a suitable framework of analysis and more importantly provides 

support for the examination of how management practices emerge in growing 

organisations. Within the research question it is not sufficient to simply investigate how 

growth firms adopt management practices. Instead, an attempt must be made to 

ascertain why these practices are utilised by owner-managers and entrepreneurial teams. 
Thus, the research issue here is not one of mere identification and description but an 

examination of how the entrepreneurial filter affects the adoption rationale. In other 

words, the research question strives to answer how and why growth firms adopt certain 

management practices. 

5.2.3 Achieving and Sustaining Competitive Advantage 

Closely related to this theme is the extent to which these management practices endow 
growth firms with a sustainable competitive advantage. Simple models of firm growth 
have postulated that a firm cannot commence a new growth phase until it achieves a 
business platform that enables it to overcome certain growth impediments (Greiner 
1972; Hjern et al. 1980; Scott and Bruce 1987; O'Farrell and Hitchens 1988). These 
incremental models identify management as a consistent barrier to growth, suggesting 
that the effective accumulation and allocation of resources essentially determines the 
ability of the firm to sustain growth. Moreover, the theoretical framework posits that 
firm success is determined by the extent to which a business can establish a superior 
strategic position in its chosen market in relation to its competition. Consequently, it is 
necessary for the research to identify and explain how certain management practices 

III 



Chapter 5: Defining The Research Problem 

provide growth firms with the opportunity to establish sustainable competitive 

advantages. 

The research therefore endeavours to observe; 

3. To m)hat extent have the management practices adopted by growtb firms secured a sustainable 

coVeddve advantage? 

Within tl-ds investigation, the research will also seek to investigate how owner-managers 
decide upon the development of management practices and whether the delegation of 

authority can improve firm competitiveness. The research will examine the extent to 

which entrepreneurs or owner-management teams consider certain advantages to be 

sustainable in the long run. It is therefore contended that this research question will 

uncover the importance of certain management practices to small firm growth in terms 

of their ability to augment and develop sustainable competitive advantages. 

5.2.4 Management and its Influence upon Strategic Decision-maldng 

As the firm grows there is an inherent need to develop an administrative framework to 

effectively manage an increasingly complex organisation. Chapter four has stated that 

during the initial phases of growth, it is possible for the entrepreneur to undertake the 

majority of managerial tasks necessary for firm survival. The complexity of growth 

however, implies that the co-ordination of key resources and the communication of 

strategic goals become increasingly difficult to manage. At this point, it is argued that 

there is need for the firm to undergo a managerial transformation in which 

entrepreneurial management practices are replaced by more professional systems and 

rational management decision-making procedures. This proposition is dependent upon 

the assumption that the entrepreneur or owner-management team is a rational decision- 

maker capable of implementing new management practices and layers of administration 

to assist firm development. Evidence provided in Chapters two, three and four suggests 

that growth is inextricably linked to the aspirations of the owner-manager or 

entrepreneurial team. Thus, in order for a firm to continually grow, growth must be 

construed as a strategic imperative. Previous research has concluded that growth is an 
exceptional occurrence. It is therefore evident that growth is not only determined by a 
myriad of internal and external factors but also by the extent to which the owner- 
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manager or entrepreneurial team is willing to pursue growth. In many circumstances, the 
entrepreneur acts as a considerable constraint to growth, suppressing decision-making 

competencies in subordinates in order to maintain existing levels of independence and 

control Gennings and Beaver 1997). Nevertheless, it is submitted that in instances where 

the development of management is perceived to be complementary to the growth 

process, the emergence of a management filter exerts an increasingly significant influence 

upon strategic decision-making. The research is therefore geared to pondering the extent 

to which this emerging filter, driven primarily by the entrepreneurial filter, has upon the 

subsequent decision-making of the growth firm. Or more specifically; 

4. How do the management prac6ces adopted ýy groning firms influence subsequent strategic dedsion- 

makin , g?. 

Ibus, tl-ds research question examines how the management practices implemented by a 
fast growth firm influences subsequent growth and development. Furthermore, the 

research question attempts to discuss how the decision-making process within a growing 
firm changes in relation to its managerial evolution. The question therefore addresses 

the issues raised in the theoretical framework and attempts to explain how and why the 

management practices adopted by growth firms can have a detrimental, as well as 

positive, effect upon the ability of the firm to entertain future growth. 

5.3 Conclusion 

This Chapter has developed the conceptual framework on which the research is based. 

A review of the existing literature on entrepreneurship, small business growth and 

management has revealed that small firm growth is not only an exceptional phenomenon 
but also unique in terms of management and structural evolution. Within the firm 

decision-making is primarily controlled by the entrepreneur or owner-management team. 
This 'entrepreneurial filter' determines the development of the firm as well as the 
strategies it adopts to compete effectively within its chosen environment. One aspect of 
this development process is the transition some small firms make from being an 
entrepreneurially to a professionally managed organisation. This evolution suggests that 
the management layers and practices implemented by the owner-manager will have an 
increasingly significant effect upon the future strategic direction and scope of the growth 
firm. Combining this observation with the principles of differential advantage, it has 
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been argued that little is known about whether the management practices adopted by 

entrepreneurs endow the growing firm with a sustained competitive advantage. This 

dearth of knowledge represents the research problem to be examined by this study. To 

assist the investigation as to how and why certain management practices are adopted by 

growth firms, the primary research purpose of the thesis has subsequently been divided 

into four research questions. It is therefore concluded that these questions essentially 
define the research problem and provide the platform on which an appropriate research 

strategy can be formulated to address the study's primary research objective. 
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Chapter 6: Research Design and Methodology 

This Chapter discusses the design of an appropriate research strategy to investigate how 

and why growth firms adopt particular management practices. Following on from the 
development of the conceptual framework and research questions in Chapter five, this 
Chapter describes the development of a methodology from which the phenomenon can 
be studied. 11-ie Chapter reaffirms the importance of adhering to the primary research 

objective and provides a justification as to why a qualitative approach is a suitable 

methodology to achieve this objective. The methods used to identify and investigate the 
impact of the entrepreneurial and management filter upon strategic decision-making and 

management adoption in growth oriented firms is also outlined. 

6.1 Developing the Research Methodology 

In any effort to construct a coherent methodological framework to examine aspects of 

entrepreneurship or small business management, one of the most significant problems to 

be overcome is that the research area remains largely muld-disciplinary Gones-Evans 

1994). f1istorically, entrepreneurship has been investigated from a wide range of 

perspectives including sociology, economics, psychology and management studies 

(Bygrave 1988,1993; Gartner 1989). The complexity of the issues surrounding small 

business management and entrepreneurship has resulted in a considerable amount of 
inconsistency and methodological discrepancies. In addition, the differing emphasis 

given to various facets of entrepreneurship and the lack of an agreed definition has 

meant that research has remained mostly context specific. This is not unsurprising as it is 

argued that these difficulties exist as entrepreneurship is still in its infancy within 

management science paradigm (Bygrave 1988,1993; Jones-Evans 1994). Thus, it has yet 

to establish a range of distinctive methods and theories and often relies on the 

constraints imposed upon it by other disciplines. In fact Bygrave (1988) suggests that: 

'If we force sophisficated models from advanced fields such as economics on to 

entre tri 
. 
pm Im preneursho, we mV be investigating con ved bes because th can be 

ana4sed wi? h com pficated mathematical terminolog Instead, we should be 
studjing central quesdons Aith appro Priate tools, whether thy be simpk or 
com . plex' (p. 2) 
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It is therefore evident that the methodologies utilised by differing disciplines may inhibit 

the primary research purpose. Nonetheless, it is important to acknowledge that in order 

to present a research argument, an attempt must be made to build a methodological 

structure to any research approach Gones-Evans 1994). Moreover, it is pertinent to note 

that despite Bygrave's (1988) advocation for a more exploratory approach to 

entrepreneurial research, studies, especially in the United States, are still dominated by the 

quantitative paradigm. It is therefore necessary to construct a research design that 

enables the data collected from the field to be connected to the principal research topics 

contained within t1-ds study so that meaningful conclusions can be extracted (Yin 1994). 

In this sense it is argued that a competent research design will ensure that problems 

relating to poor methodology are avoided (Yin 1994). Thus, it is submitted that the 

research will use the approach suggested by Paulin et al (1982) to develop the appropriate 

methodology for examining the research problem. This approach has since been utilised 

by other researchers, most notably by Jones-Evans (1994) in a study of the extent to 

which the previous occupational background of founders influenced the strategies of 

small, UK based, technology firms. The approach suggested by Paulin et al (1982) can be 

divided into the following five distinct steps: 

* Research Purpose 

+ Research Strategy 

+ Research Design 

+ Data CoUection 

* Data Analysis 

Within this approach the research purpose or research questions provide a focal point 
from which suitable methodologies can be drawn out in order to achieve the principal 

aims of the research. 

6.2 Research Purpose 

It is reported that the definition of the phenomenon to be investigated usually assists in 

the determination of the methodologies required to satisfy the primary research 
questions Gones-Evans 1994). The thesis has so far examined small business growth 
from a myriad of viewpoints, but has paid particular attention to the influence exerted 
by the entrepreneur upon the adoption and implementation of management techniques 
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and processes. The research has designed a theoretical framework and a number of 
research questions to explore this occurrence. Furthermore, the research has developed 

the concepts of the entrepreneurial and management filter as possible instruments by 

which the adoption of management practices and their subsequent effect upon strategic 
decision-making can be explained'. Perhaps more significantly the research is seeking to 

ascertain why certain management practices are being implemented by growth firms and 

the extent to which these processes can endow a firm with a sustainable competitive 

advantage. The research strategy therefore reflects this airn. 

6.3 Research Strategy 

It has already been established that the strategy to be adopted should best reflect the 

principal purpose of the study. Consequently, the methodology adopted should also 

match the main objectives of the research Uones-Evans 1994). The lack of research 

relating to the reasons behind the adoption and implementation of management 

practices suggests that the research should be largely exploratory in nature and that any 

results should be inducted rather than deducted. Deduction implies that a theory 

already exists whilst induction is concerned with theory generation from a number of 

observed cases (Gilbert 1993). Given that a suitable theory to explain why growth firms 

adopt management practices has yet to be formulated, the research must observe and 

investigate this relationship in a number of different cases in order to construct a general 

theory to cover all cases. Jones-Evans (1994) argues that where there is a lack of prior 

knowledge on a particular occurrence the qualitative approach 'grounded theory' 

developed by Glaser and Strauss (1967) may offer the research some assistance. This 

approach exists within an interpretative paradigm and has often been compared to 

phenomenology (Denzin 1971). Pure grounded theory however, should only be applied 

to situations where no theory currently exists, as theory generation is grounded in the 

data and as a result is directly defmed from the study of the phenomenon it represents 

(Denzin 197 1; Strauss and Corbin 1990; Jones-Evans 1994). The fact that all research is 

essentially 'theory dependent' implies that pure empirical research, to all intents and 

purposes, is impossible (O'Brien 1993). In this context, it is maintained that even at the 

most basic level researchers undertake studies based upon a number of theoretical 

assumptions posited in existing literature (O'Brien 1993). Thus, in the case of this 

study, whilst theory has yet to sufficiently explain how and why management practices 

I Note: See Chapter 5. 
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are adopted by growth firms, research currently exists on what practices have been 

adopted and how entrepreneurial influence has a significant impact upon firm 
development. 

Nevertheless, it is apparent that the research would benefit from a systematic empirical 
approach in which theory is inducted from the data collected. Moreover, this approach 

would also prove to be more credible than a speculative deductive theory Uones-Evans 

1994). Historically, inductive qualitative approaches have acted as precursors to larger 

quantitative studies yet there have been instances where studies have utilised these 

techniques to explore important aspects of entrepreneurship and small business 

development Gones-Evans 1994). For example, a recent study by Fischer et al (1997), in 

which the affects of founder experience upon performance were examined, employed an 
inductive qualitative methodology. Researchers investigating the various components of 

organisational behaviour have also favoured a qualitative methodology (Cassell and 
Symon 1994). Qualitative approaches, unlike quantitative methodologies, are more 

concerned with emergent themes and idiographic descriptions rather than a static analysis 

of the relationships that exist between variables within a highly structured framework 

(Bryman 1992; Cassell and Symon 1994). Thus, whereas the majority of studies 

conducted have favoured a quantitative survey-based methodology, this paradigm is 

unable to provide the researcher with the required data richness on which a theory can be 

built regarding why and how certain phenomena occur Gones-Evans 1994). In addition, 
Bygrave (1993) suggests that to fully comprehend the process of entrepreneurship it is 

necessary to observe and examine the subject within its particular context. 
Consequently it is contended that: 

'one of the cornerstones of the qualVadve a . 
proach is its accebtance of the inherent 

.p 
suýiecdzio of the research endeavour' (Cassell and Simon 1.9.94,. p. 4) 

The adoption of the qualitative methodology also reflects the primary objectives of this 
study. Previous research investigating the phenomenon of small business growth has 

tended to be quantitative in nature looking to establish cause and effect relationships 
between a wide range of independent variables and the dependent variables of small firm 
performance and growth (Churchill and Lewis 1986; Wynarczyk et al 1993; Jones-Evans 
1994). As an illustration, it is perhaps pertinent to note that the majority of studies that 
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emanate from the United States utilise quantitative techniques to investigate small 
business management and growth. In the past, studies that have attempted to equate 

certain psychological and sociological factors to firm performance have achieved limited 

success (Begley and Boyd 1987; O'Farrell and Hitchens 1988; Kotey and Meredith 1997; 

Lambing and Kuehl 1997). Moreover, previous research has utilised small matched 

samples to reveal differences between the organisational and managerial development of 

growth and non-growth firms (Storey et al. 1989; Kinsella et al 1994). Studies h4ve also 

examined whether growth firms are more likely to implement certain management 

practices such as marketing, finance and planning (Kinsella et al. 1994; Smallbone et al 

1995; Balje and Waasdorp 1999). 

A quantitative approach however, is unlikely to produce meaningful interpretations of 

how and why management practices are adopted over time. Moreover, given thatthe 

main purpose of the study is not to contrast and compare the management adoption 

practices of growth and non-growth firms a match sampling technique would also prove 

to be inappropriate. A quantitative methodology essentially restricts data collection to a 

single source of information whereas a qualitative approach ensures that data is usually 

obtained from a variety of sources (Yin 1994). It is commonly accepted that individual 

or organisational. behaviour is not perceived to be the outcome of a finite set of discrete 

variables but instead a lived experience within a particular social setting (May 1993). 

1bus, whilst quantitative methods may be able to assess that a temporal change has 

occurred they cannot explain how and why this change took place (Cassell and Symon 

1994). Within the field of entrepreneurship and small business management, 

commentators such as Gibb (1990) have called for increased efforts to delimit the field 

in terms of qualitative research, suggesting that qualitative research is an undervalued 

approach in explaining the social realities of entrepreneurship. In fact, Gibb (1990), 

Gibb (1998) and Stokes (2000) have explicitly stated that the differences in definitions 

and terminologies between small and medium sized enterprises adversely affect the 

overall value of large quantitative surveys. Furthermore, they argue that unless attempts 

are made to improve theory through inductive reasoning based on quality data, these 
factors will continue to be major sources of academic ignorance and confusion. 
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6.4 Research Design 

Notwithstanding the notable contributions made by existing small business literature, 

research has yet to address how and why management practices are adopted by growth 
firms. Stage models of growth have concluded that survival and growth is often 
dependent upon firms adopting certain management practices to overcome particular 
barriers to growth (Churchill and Lewis 1983; Scott and Bruce 1987). Nonetheless, the 

fact that the majority of small firms do not grow despite the existence of management 

implies that decisions made by the entrepreneur may have an effect upon the ability of 

the firm to grow. In this sense, the research posits that entrepreneurial influence in 

terms of personal attributes, aspirations and competencies is central to the managerial 

development process within the growing business. As a result, this thesis has developed 

in Chapter five 'the concepts of the entrepreneurial and management filter to help 

explain this process. 

The research also seeks to identify whether the adoption of certain management 

practices furnish growth firms with a sustainable competitive advantage. The theory of 

sustainable competitive advantage is strongly rooted in the resource based view and 

competence perspective of the firm (Foss 1996). Historically, these perspectives have 

drawn on large firm analysis, attempting to trace how particular competences and 

sources of sustainable competitive advantage emerge (Prahalad and Hamel 1990; Foss 

1996; Knudsen 1996). Nevertheless, there has been some recognition of this approach 

within the small business arena and the work of Norton (1999) and Nfishina et al (1999) 

advocates the use of the resource based perspective of the firm to investigate sources of 

sustainable competitive advantage in small ventures. 

The purpose of this study can therefore be divided into two distinct aims. Firstly, the 

research seeks to develop the concepts of the entrepreneurial and management filter in 

terms of their effect upon small firm development. Secondly, this study is also 

concerned with how and why certain management practices are adopted by growth 
firms and the extent to which these practices prove to be sources of sustainable 
competitive advantage. These aims are explored through the research questions 
discussed in Chapter five. 

121 



Chapter 6: Research Design and Methodology 

The choice of a qualitative research methodology offers the study a number of 

appropriate research designs from wl-dch to choose in order to examine the research 

question (Paulin et al 1982; Jones-Evans 1994). Bryman (1992) submits that there are 

essentially four research designs available to qualitative research. Firstly, the design 

could involve a situation whereby the researcher is a full participant in the research study 
in a small number of organisations. Secondly, the researcher may wish to utilise a more 

objective approach within this context, occupying a detached role in the study. In this 

type of design, the researcher is situated in an indirect observation role supplementing 

overall data collection with a number of informal interviews and the analysis of 

company documentation to elicit understanding. Thirdly, the researcher can opt for in- 

depth interviews in a small number of organisations to try to comprehend a particular 

phenomenon and support these findings with the analysis of company documents. 

Finally, the research study can simply seek to conduct interviews in a larger number of 

organisations (more than ten) and in line with the data collection methods used by the 

other designs, also collect relevant company documentation to support the data 

gathered during the interview. It could be submitted that an ethnographic approach 

could have been utilised. Whilst this approach may have yielded more detail and insight 

into the perceptions of owner-managers and the reasons behind the adoption of various 

management practices, it is argued that ethnography does not permit comparative 

analysis across firms (Fischer et al 1997). Consequently, given that the primary research 

purpose of this study is to add to existing theory, a 'theory-driven' qualitative 

methodology is justified (Wes and Huberman 1994). 

This study also seeks to examine the managerial development of a growing venture from 

a relatively new perspective, there is a need to ascertain the extent to which the findings 

of the research can be generalised. In these circumstances Jones-Evans (1994) 

advocates the use of a muld-site research design. This design applies to studies that 

wish to examine the research question in a number of different contexts. This rationale 

stems from evidence to suggest that whilst the richness of data gathered through a 

muld-site approach is sacrificed, the opportunity to study a greater number of 

organisations increases the potential generalisability of the research (Bryman 1992). In 

other words, when a particular occurrence arises in more than one organisation, the 

phenomenon cannot be construed as being totaUy idiosyncratic and thus, is more likely 
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to be generalisable (Bryman 1992; Jones-Evans 1994). In fact, Miles and Huberman 
(1984) contend that: 

'baving mul, 6 
, 
Ple sites increases the scope of the stu4y, and tbereýy the degrees of 

freedom. By co an MP rig sites or cases, one can establisb the range ofgeneraAly of a 
findiq or explanation and at the same time pin down the conditions under wbicb 

tbatfinding gill ocrur. ' (P. 151) 

The use of multiple cases therefore adds confidence to the findings (Miles and 
Huberman 1994). By looking at a range of contrasting and similar cases it is possible to 

strengthen the validity and the stability of the research finding through replication (Yin 

1994). Nevertheless, it is important to recognise that the issue of generalisability should 

not be extended outside the sample. The use of a muld-site design does not make the 
findings representative of a larger universe and thus it is pertinent to note that the 

adoption of a qualitative research methodology implies that the research design is 

conceptual or theory driven (NUes and Huberman 1994; Cassell and Symon 1994). 

Consequently, the utilisation of this particular methodology enables the research to 

make analytical rather than sample-to-population generalisations (Bryman 1992). 

Given that little research exists examining how and why growth firms adopt 

management practices, it is clear that one of the main problems of the research is an 

apparent lack of methodological grounding. Whilst there is a growing recognition that in 

order for researchers to adequately address how organisations emerge and grow (Gibb 

1990; Gartner et al 1992; Fischer et al 1997), attempts to explore entrepreneurial 

perceptions, processes and experiences infrequently appear in the small business 

management literature. It is therefore evident that due to the continued dominance of 

the quantitative paradigm in entrepreneurial and small business growth research, there is 

a dearth of qualitative research in this particular area. As a consequence, it is necessary 
for the research design to integrate a degree of flexibility within its data collection 
techniques in order to account for a wide range of differing aspects that could assist the 

explanation of the phenomenon under study Cones-Evans 1994). Furthermore, one of 
the principal outcomes of this research study is to add to the existing theoretical base 

that exists in regard to small business management and growth. In these circumstances 
it is often appropriate to divide the study into a number of phases (Glaser and Strauss 
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1967; Strauss and Corbin 1990). Thus, a preliminary study of the phenomenon under 

examination can often prove useful in the development of the subject matter Uones- 

Evans 1994). In this sense, it is argued that this strategy enables the researcher to review 

the conceptual framework and make any necessary adjustments or modifications. This 

research adopts the approach employed by Jones-Evans (1994), deciding to collect the 

data in two distinct phases: 

Phase 1- Three, largely unstructured, group interviews to assist the determination of 

the significance of management development in growth firms and to establish whether 

the existing conceptual framework required modification 

Phase 2-A series of semi-structured interviews with the owner-managers or 

entrepreneurial team of growth fmns, supported by the analysis of company 
documentation and structured orientation interviews to ascertain the key characteristics 

of the firms under study. 

By implementing this two stage qualitative methodology it was possible to focus upon 

the specific issues that need to be addressed in terms of how and why certain 

management practices are adopted by growth firms. Moreover, a muld-staged research 
design provided an opportunity to examine the research phenomenon more 

comprehensively in order to assist theory development Gones-Evans 1994). 

6.4.1 Data Gathering Techniques 

In this study of management practices adopted by growth firms in Wales it was decided 

that the most appropriate research collection method would be a series of interviews with 

the owner-managers of growth oriented companies. This approach is particularly 

suitable to exploratory research in, which there is an inherent need to discover a range of 

emergent themes in relation to the research problem. In fact, Oppenheirn (1966) argues 
that one of the principal advantages of interviews is flexibility. Furthermore, King (1994) 

posits that in the interview a skilled researcher has the opportunity to ensure that the 
respondent fully understands the questions being asked and is able to address any 
problems as they arise. 
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The qualitative interview is also ideaUy suited to investigating topics in which differing 
levels of meaning are required (King 1994). Moreover, the interview is usuaUy the 
preferred instrument of potential respondents as most individuals have some idea of 
what an interview involves. Despite these advantages, it should be noted that the 
interview is a time consuming research method not only for the researcher but also for 

potential respondents (King 1994). This, combined with the large volumes of data 

collected can affect the extent to which the aims of the study are addressed and 

consequently there is an incessant need to ensure that the data analysed contributes to 

the exploration of the research problem (May 1993). Regardless of these potential 
drawbacks, the interview continues to be one of the most popular and flexible 

instruments available to the qualitative paradigm and has been used by a considerable 

number of researchers to explore aspects of organisational development (King 1994). 

Thus, it seems appropriate to adopt the interview as the principal research instrument for 

a study that investigates management development in an organisational context. Whilst a 

qualitative research methodology implies that the study will involve the analysis of 

written or spoken text, it makes sense to 'count the countable' (Cassell and Symon 1994, 

p. 4). Consequently, attempts were made, throughout the second phase of this study, to 

coUect a range of quantifiable data relating to the number of people employed by the 

firm, the educational background of the entrepreneur and firm profitability. In addition 

to this information, a number of orientation interviews were conducted over the 

telephone in conjunction with the analysis of company documentation to build up a 

profile of the company being analysed and to provide a wide array of background 

information for the study. 

6.4.1.1 Phase One - Group Interviews 

The most significant component of the first stage of the study was the organisation of 
three group interviews. Group interviews are a valuable tool of investigation that enable 
the researcher to focus upon group norms and dynamics around issues that are being 

examined (May 1993). Literature on this research method is scarce (Steyaert and Bouwen 
1994). Within the group method context, even this commonly utilised tool is seldom 
referenced or discussed (Yin 1994; Strauss and Corbin 1990). In many respects the 
extent to which the researcher controls the group determ ines the nature of the data 
produced. In this study, the groups have been created to explore how owner-managers 
make decisions regarding managerial development and the major management challenges 
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their organisations face as they strive for continued growth. Wid-dn this created group 

context the group interview or focus group have proved popular (Steyaert and Bouwen 

1994). These group discussions are often associated with the organisational development 

schools (Argyris and Schon 1978). Moreover, these methods are commonly used to 

assist in the understanding of social or organisational phenomena. The group interview 

generally: 

Wscuss[es] a parlicular topic under the direction of a moderator wbo promotes 

interacdon and assures that the discussion remains on the topic of interest' 

(Stewart and Sbamdasani 1990,. p. 10). 

The group interview as a qualitative research tool allows the respondents to interact with 

other members of the chosen sample. In practice, group interviews tend to vary in size 

from six to ten people (Morgan 1991). Interaction between respondents encourages new 

ideas and thoughts to be generated, a process that cannot be attained from the traditional 

one-to-one interview (Steyaert and Bouwen 1994). It is also reported that participants 

are challenged to keep thoughts more realistic due to the pressures exerted by the 

moderator and other members of the group (Krueger 1988). Notwithstanding these 

advantages, it is important to acknowledge that this form of data collection also has some 

disadvantages. Its main disadvantage is its validity. The actions of the moderator or the 

presence of a dominant participant can adversely influence the group interview. In these 

circumstances, the validity of the approach is often dependent upon the ability of the 

researcher to ensure that these situations do not occur (Krueger 1988). Nevertheless, it 

is maintained that the group interview is a suitable yet under utilised tool for exploratory 

enquiry (May 1993; Steyaert and Bouwen 1994). 

6.4.1.2 Phase Two - Serni Structured Interviews 

During the second stage of the research, a series of interviews were conducted with the 

owner-managers of growth oriented firms. It has already been mentioned in section 
6.4.1 that the qualitative research interview can be used to tackle a wide range of 

organisational issues and hence is one of the most flexible methods available to a 
researcher (Oppenheim 1966; May 1993; King 1994). In general, it is conten ded that 
there are three types of interview available to a study namely; a structured, unstructured 
or semi-structured interview (King 1994). The structured interview is used in cases when 
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hypotheses require testing and can be compared with the survey or questionnaire 

approach. The unstructured interview is used as a tool to discover emerging themes and 

to discover how a phenomenon occurs within a particular context (King 1994). Finally 

the semi-structured interview is a combination of the first two approaches in which 

questions usually relate to a number of broad themes (Bryman 1992; King 1994). 

The emerging themes generated from the first phase of the study combined with themes 

generated within the conceptual framework developed in Chapter five suggest a different 

approach is required from the unstructured approach adopted by the group interviews. 

Thus, it was decided that the series of interviews with owner-managers of growth firms 

would benefit from a more structured and focused approach, enabling the researcher to 

maximise the amount of data collected regarding certain issues (May 1993; Jones-Evans 

1994). As a result, a serni-structured interview method was adopted. This approach 

enabled the researcher to use a list of scheduled questions that addressed the research 

questions developed in Chapter 5 and took into account any emergent themes from the 

initial group interviews. This approach also provides the study with a degree of 

flexibility, allowing the interviewer to elaborate and clarify any answers provided CKing 

1994). In addition to this, each question consisted of an introductory, follow-up and 

probing element to ensure that each answer could be fully examined (Fielding 1993; May 

1993; Aaker et al 1998). 

6.4.2 Issues of Research Validity, Reliability and Triangulation 

One of the main issues of the research is to ensure that the themes identified are reliable 

and valid. It is argued however, that the methods developed to test the reliability and 

validity of data collected in quantitative research cannot easily be applied to a qualitative 

research design (King 1994). The qualitative approach subscribes to a totally different 

epistemology and does not see objectivity as an overriding research aim (May 1993; 

Cassell and Symon 1994). In contrast, good qualitative research requires researchers to 

utilise various aspects of their relationship with the interviewee so that the world and 

perspectives of the respondent can be better understood (King 1994). Nonetheless, it is 

important that researcher prejudices and prior expectations do not influence research 

outcomes (Kvale 1983). Given that interviewers are human beings and not machines, 
the achievement of validity and reliability can be difficult to accomplish (Fielding 1993). 
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This research follows the advice of Fielding (1993) and King (1994) for achieving 
reliability and validity with a qualitative research methodology within an organisational 

context. These commentators argue that during the interview process, a conscious 

effort must be made not to give excessive guidance to the interviewee(s). This action is 

aimed at ensuring that the respondent had sufficient time and freedom to provide their 

own full definition of the situation and enabled the researcher to fully develop the value- 
laden implications of the response. King (1994) also argues that it is possible to 

perform an inter-rater reliability statistical test when dealing with coding schemes that 

use exclusive categories for a particular phenomenon. This research however, does not, 
due to its exploratory nature, make use of exclusive categories and thus this method was 

rejected. Instead, an attempt was made to achieve a degree of validity in terms of the 

interpretation of the data. In this sense the researcher utilised a practice advocated by 

King (1994) by seeking confirmation that the interpretations made, in light of the data 

collected, were valid by discussing the main findings with other entrepreneurs not part 

of the study and with academics in the field of entrepreneurship. In addition, transcripts 

of the interviews were also sent to the participants to confirm whether the transcription 

was a fair reflection of the themes discussed and how the interview was conducted. 

The size of the sample and the use of several different methods of data collection imply 

that the researcher has also tried to improve its validity and reliability through 

triangulation. Denzin (1971) proposed that there are essentially four kinds of 

triangulation available to researchers. Firstly, there is data triangulation, wl-dch argues 

that data should be collected at varying times, from different people and in different 

locations (MacDonald 1989). This research has ensured that the data is triangulated in 

this manner by following a muld-site research design and collecting data over a period 

of nine months. The research has also utilised differing methods of data collection in 

order to meet the requirements of methodological triangulation. Denzin (1971) 

proposed that this triangulation technique had two sub-types, namely within-method, 
whereby data collected uses a range of differing questioning techniques; and between- 

methods in which more than one type of data collection technique is employed. This 

study uses two principal methods of data collection, the group interview and the scmi- 
structured interview. The techniques of theory and investigator triangulation however, 

were more difficult to achieve. In terms of investigator triangulation, it is not feasible to 
involve other researchers due to the nature of the research undertaken. 'Ibus, there is 
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an inherent risk that a number of preconception held by the author may influence the 

outcomes of this study. In order to reduce the effect of these perceptions, the views of 

academics, policy makers and owner-managers have been sought on the development of 

this research to ensure that any researcher bias is minimised. Finally, entrepreneurship 

and small business management is an evolving management science and hence differing - 

approaches have been applied to the phenomenon ever since it received renewed policy 

and academic attention in the early 1970s. Whilst this rationale offers a possible 

argument for theoretical triangulation, it is pertinent to note that this research only 

approaches the phenomenon of growth from an entrepreneurial and managerial 

perspective. It is therefore reasonable to conclude that the extent to which theoretical 

triangulation has been attained cannot be accurately calculated. 

Notwithstanding the difficulties that qualitative research faces in achieving validity and 

reliability some researchers have argued that methods that attempt to apply statistical 

rigour to the phenomenon of small business management and entrepreneurship have 

often proved to be inappropriate Gones-Evans 1994). Entrepreneurship is a 

heterogeneous occurrence and the fact that the discipline is still in its infancy when 

compared to other management sciences, suggests that it may not be prudent to over 

emphasise rigour at the expense of relevance (Bygrave 1988; Jones-Evans 1994). Thus, 

it is maintained that the definition of the research question, the lack of previous research 

into why and how management practices are adopted by growth firms, has led to the 

identification of an appropriate methodology. 

6.4.3 Pilot Study 

To ensure that the data collection techniques were adequate for the research purpose a 

pilot study was conducted, testing both the first stage and second stage research 
instruments. Pilot studies represent an important step in developing the research 
design. It is also argued that a research design ultimately benefits from a small-scale 

preliminary study (Singer and Willet 1991). The pilot study should essentially mirror the 

methods, approaches and questions used in the main studies but enable the researcher 
to modify the data collection techniques prior to commencement of the research Gones- 
Evans 1994; Cassell and Symon 1994; Muir 1998). 
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Despite the benefits of the pilot study it is often difficult to gain access to small 
businesses and thus access was a considerable barrier to being able to conduct an 
industry-specific group interview. Given that a pilot study should not be drawn from 

the same sample used for the major study, this requirement presented a potential 

problem to the research in terms of identification and access. In order to overcome this 

problem, it was decided that two strategies would be adopted to secure two suitable 

samples for the preliminary investigation. In regard to the group interview, the database 

Trendscan was used to identify a number of companies that resided in the 

manufacturing industry, had experienced considerable growth and also met the selection 

criteria discussed in Section 6.5.1.2. These companies were then contacted by letter to 

ask whether they would be willing to take part in a discussion group, concerning how 

and why successful firms adopted particular management practices. In the meantime 

the researcher used his existing contacts to find a suitable venue for the discussion that 

was geographically convenient to all the firms contacted. Five days after the letters were 

sent follow up telephone calls were made to the companies to ask whether they would 

be willing to participate in the discussion group. If this was not acceptable, an attempt 

was made to secure the owner-manager or Chief Executive Officer (CEO) for the 

second part of the pilot study involving the semi-structured interviews. During this 

process, 27 firms were identified and contacted. In the end, 6 owner-mangers were 

willing to take part in'the group interview stage and a further 4 owner-managers or 

CEOs agreed to a sen-ii-structured one-to-one interview. 

The pilot study assisted the development of the data collection instruments and 

confirmed whether the respondents understood the terminology used by academia and 

policy makers. In general, the owner-managers were able to verbalise replies to the 

majority of questions, although it was decided that the section relating to strategic 
decision-making was unnecessarily complex. The solution to this complexity was to 

simply re-arrange the question order and provide a short definition of any terms that 

were deemed ambiguous. 

6.5 CoRecting the Data 

In order to collect the data required to address the primary research purpose of this 
study it is essential to define the units of analysis, discuss the methods employed to 
gather information and provide a justification for the number of cases analysed. 
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6.5.1 Defining the Units of Analysis 
The study is concerned with how and why certain management practices are adopted by 

small to medium sized growth oriented firms. Consequently, it is necessary to define the 
terms growth and small to medium sized enterprise (SME) in a meaningful and accurate 
manner. Chapter two discusses the wide range of problems that policy makers and 

academics have faced in the development of a universally accepted definition of the 
SME. In the past objective measures of size, such as net worth, turnover and number of 

employees have been used. More recently, an attempt has been made by the European 

Commission (1996b) to offer a comprehensive definition of the SME, in terms of 

number of employees, net worth and annual turnover. For the purposes of this study 
however, it is argued that the single employment criterion oPerationalised by the 
Department of Trade and Industry (1998a) will be sufficient to satisfy the research 

purpose. This definition simply states that a medium sized enterprise, irrespective of 
industrial sector or geographical location in the United Kingdom (UKý, should have no 

more than 250 employees. 

Whilst the definition of what constitutes an SME does not take account of geographical 

region it is pertinent to note that sectoral differences that occur throughout the UK may 

affect the growth rate of the SME (Curran et al 1991; Storey 1994). It is therefore argued 

that to reduce this potential variance the study should concentrate its analysis on a 

particular region of the UK Given that the author was based at a Welsh University it 

seemed appropriate to give the study a Welsh context. The choice of Wales, is also one 

of opportunity. At the time of data collection, the author was employed as the project 

manager of a new initiative to identify fast growing firms in Wales and establish a 

network in which these firms could benefit from shared experiences and open up 

possible avenues to increased trading. FEstorically, Wales has been a nation that has 

scored considerable success in securing inward investment. Despite this accomplishment 
it is recognised that the key to national success and the ability to compete globally will be 
increasingly dependent upon the development and growth of indigenous Welsh firms 
(Welsh Office, Pathway to Prosperity 1998; National Assembly for Wales, 
Betterwales. com: A Strategic Plan 2000). There are, at present, very few major 
independent firms in Wales and it is submitted that future policies in Wales need to 
support the development of 'home grown' firms that both have the desire and ability to 
grow and compete on the international stage (Welsh Office, Pathway to Prosperity 1998). 
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The firms chosen for this study therefore, were members of the Wales Fast Growth Fifty 
Network established by the Welsh Enterprise Institute at the University of Glamorgan 

and The Western Mail. This initiative has attempted to take the principles of the Inc. 500 

in the United States and the Sunday Times/Virgin Fast Track 100 in the UK and apply 

them within a regional setting. The Wales Fast Growth Fifty Network's primary 

objective is to highlight the entrepreneurial talent that exists within Welsh businesses. 

The project is partly funded by the European Regional Development Fund and is also 

sponsored by a number of organisations such as British Telecommunications p1c, 

National Westminster Bank plc and KPMG. The level of interest in this initiative stands 

as testament to the interest and perceived importance of growth firms to economies. In 

addition to compiling list of the best performing companies in Wales, the network also 

aims to assist the continuous development of these firms through an extensive 

programme of meetings, events and seminars. Whilst the Wales Fast Growth Fifty 

displays considerable diversity in terms of sector, age and size, it highlights that growth 

oriented entrepreneurs exist within Wales who have the ability to realise marketable 

opportunities and establish world class businesses across a wide range of business 

sectors. 

6.5.1.1 Measurement of Growth 

There is currently no overall consensus on the appropriate sets of measures that can be 

used to examine performance (Murphy et al 1996). The definition of growth therefore, to 

all intents and purposes, is arbitrary although existing studies of the phenomenon of firm 

growth commonly utilise measures of turnover, profitability and employment (see 

Smallbone et al 1992,1995; Storey 1994; European Commission 1996b; Delmar and 

Davidsson 1997). Despite increased research interests and attempts to better define fast 

growth (Levie 1997; Welbourne 1997), cognition is still limited. Growth is not one- 
dimensional and few studies acknowledge that growth can take many different 

configurations (Delmar and Davidsson 1997). For example, growth can be seen as a 

combination of sales growth and employment growth, be either a continuous or 
discontinuous process and occur organically or through acquisition (Delmar 1997). In 

fact, whilst growth in terms of employment is important to an economy, evidence 
suggests that there is no conclusive relationship between sales and employment growth 
(European Commission 1996a). Sales are also considered to be a better indicator of 
future success than short term profitability growth. In this sense, it is argued that many 
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private company directors are able to legally manipulate profit figures for tax purposes 

whilst at the same time still accurately represent sales in annual returns. Moreover, 

simiLu initiatives to the Wales Fast Growth Fifty, such as the Inc. 500 and the Sunday 

Times/Virgin Fast Track 100 also employ sales to measure firm growth. Consequently, 

it was decided that for the purposes of this study, percentage increase in turnover would 
be an adequate measure to identify fast growing firms in Wales. 

6.5.1.2 Selection Criteria 

For firms to become part of the Wales Fast Growth Fifty Network there were a number 

of criteria that had to be met. Ranking was based upon absolute percentage increase in 

sales. This measurement was taken for three financial years between 1996 and 1998. 

Sales had to exceed C1 00,000 in 1996 and firms had to be based in Wales and registered 

as independent quoted companies or ultimate holding companies in 1998. In addition, 

participating firms had to display consistent growth and thus inclusion was also based 

upon a firm's being able to exhibit a year on year percentage increase in sales turnover 

during the financial period 1996-98. The minimum turnover threshold represents an 

attempt to identify firms rather than self-employed individuals. This rationale is similar 

to an approach adopted by Smallbone et al (1995) in a study of high growth 

manufacturing firms in which a threshold of C500,000 was imposed on firms over a ten- 

year period. The criterion of independence ensured that the Wales Fast Growth Fifty 

were owner-managed rather than investor led. This criterion also assisted the interview 

process. Companies that had gone public after filing accounts in 1998 were also 

included. For accounting years that lasted more or less thin 52 weeks, sales were 

annualised. Companies were- excluded if they were unable to meet the selection criteria. 

Firms that had grown by acquisition or consolidation of activities were included if the 

trading group was able to provide evidence of turnover for 1998 and for previous years, 

turnover relating only to core activities was permitted. Complete information was also 

used as a prerequisite for inclusion and companies that were unable or unwilling to 

provide documentary evidence of sales were excluded. Moreover, firms were also 

excluded if there was incomplete database financial information after 1996, the calculated 

annual percentage growth rate was below 10%2 or they were not subject to UK tax. 

2 Note: The figure of 10% p. a. takes into account the definition of fast growth offered by Smallbone et al 
(1995) in which fast growth is defined as doubling turnover in a 10 year period. Therefore whilst the Wales 
Fast Growth Fifty is assessed on a shorter period, an attempt has been made to ensure that compound 
annual growth rates are comparable with previous studies. 
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6.5.1.3 Identifying Fast Growing Firms 

Firms for the Wales Fast Fifty Network were identified in three ways. Advertisements 

placed in the Western Mail and other forms of marketing were employed to encourage 

companies to nominate themselves, whilst 50 support organisations throughout Wales 

were also invited to make similar nominations. Finally, databases from Onesource, 

Trendscan and Dun and Bradstreet were utifised to identify further possible candidates. 
These companies were contacted and invited to make an application to the network. 
Database information however, was not deemed sufficient for inclusion into the Wales 

Fast Growth Fifty Network. All firms were required to provide documented evidence of 

turnover by either submitting accounts or providing a letter of confirmation from an 

accountant to confirm the accuracy and validity of sales figures for the three year 
financial period, 1996-98. Firms that appeared in database searches and displayed annual 

compound average growth rates of 20% (see Kinsella et al 1994) or more were also 

interviewed by telephone as to their eligibility and then invited to make an application to 

the Wales Fast Growth Fifty Network. 

Due to the voluntary nature of the initiative it is conceivable that not all the fastest 

growing firms were identified. In this sense, it is contended that firms that were 

unwilling to provide documentary evidence, participate in the network or were not 

registered on the respective databases, do not appear in the list, despite eligibility. 
Concise company profiles' were also produced by asking all firms belonging to the Wales 

Fast Growth Fifty network to purvey details of general documents, business plans, 

marketing material and media publicity that related to their historical development, 

activities or recent successes. These profiles acted as useful insights into the nature, 
development and growth of the firms and provided research context. Regular media 

searches were also introduced to keep any information of the Wales Fast Growth Fifty 

up to date. Overall, of the 47,000 Welsh firms identified on the databases, 531 firms met 

the selection criteria detailed in Section 6.5.1.2 and letters were sent asking firms to put 
themselves forward for the initiative'. From this data set, 25 firms were also contacted 
by telephone due to the exceptional performance they had shown between 1996-98 

3 Note: See appendix 1. 
4 Note: The database search revealed great diversity in terms of growth rates. The range of growth rates 
acceptable for mailshot was 32% to 1000%. In four cases higher growth rates were calculated but further 
investigation revealed that the data held were incorrect and thus these firms were excluded. In terms of the Wales Fast Growth Fifty, growth rates also varied enormously, ranging from 32% to 924%. 
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accordingly to figures provided by the databases. Of these 8 owner-managers were 
prepared to put their companies forward for the network. In addition, a further 31 

applications were generated through the mailshot exercise. This was supported by a 
further 34 nominations from Welsh business support organisations and 63 self reported 

nominations. In total, 136 firms applied to become part of the Wales Fast Growth Fifty. 
Of, these 136 firms, the top performing fifty firms, in terms of absolute percentage 
increase in turnover, were chosen to become members of the first Wales Fast Growth 

Fifty Network'. 

6.5.2 Identifying the Number of Cases 

As the tide Wales Fast Growth Fifty' suggests, at the time of the study the total 

population was 50 businesses. As a result in both stages of the research, the sample was 
drawn from this population. In addition to the criteria utilised by the Wales Fast Growth 

Fifty it was necessary to ensure that the sample also reflected the study's principal aim to 

examine how and why certain management practices are adopted by growth SMEs. 

Using the Department of Trade and Industry's (1998a) definition of what constitutes a 
SME the sample was reduced to 48 firms as two members of the Wales Fast Growth 

Fifty employed more than 250 people 6. As an additional means of sampling, two criteria 

were also applied in conjunction with the criteria already discussed in Section 6.5.1.2. 

Due to the wide range of definitions employed in the literature to define growth, it was 
decided that firms would also have to show a percentage increase in terms of profitability 

and employment between 1996 and 1998. This addition to the selection criteria had little 

effect on the sample reducing it from 48 to 45 firms. The understanding that the 

entrepreneur or owner-management team is instrumental in determining firm strategy 

and development placed an additional constraint on the research. Whilst the researcher's 

position as project manager of the Wales Fast Growth Fifty Initiative allowed a degree of 
trust to be built up, in some circumstances owner-managers of particular firms were 
unable or unwilling to participate in either one of the research instruments employed by 

this study. The number of potential cases therefore, was reduced in both instances. In 
both cases, companies were approached either during a network event by the researcher 
or by telephone. For the group interviews, once an initial agreement had been secured 

5 Note: A list of the Wales Fast Growth Fifty, along with absolute and compound annual growth rates can be found in appendix 2. 
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and a number of possible dates discussed, the researcher, after repeating the process with 

other owner-managers of firms in a similar industry, wrote to the firms to confirm a date. 

In all cases, the group interviews were conducted on the premise of a Wales Fast Growth 

Fifty volunteer. In arranging the semi-structured interviews a similar approach was 

adopted, with a letter being sent to confirm the interview date. In all cases, the 

researcher also contacted the owner-manager the day before the interview to confirm 

availability. In regard to the number of owner-managers willing to participate in the 

group interviews and semi structured interviews, the potential number of participants 

was reduced to 39 owner-managers. Thus it is apparent that only a percentage of owner- 

managers were prepared or able to participate in the semi-structured interviews and the 

group interviews. This is perhaps unsurprising, as owner-managers can be construed as 

being time constrained individuals (Muir 1998). Consequently, whilst every effort was 

made to organise the group interviews at mutually convenient times, the process of 

ensuring a reasonable number of owner-managers attended a particular group interview 

proved difficult. Thus, whilst 39 owner-managers had agreed to take part in both the 

group and semi-structured interview phase, only 18 owner-managers eventually 

participated in the group interview stage. Finally, it was decided that despite the relatively 

long periods planned between the initial and principal stage of the research, an attempt 

would need to be made to recruit different interviewees for the second stage of this 

stud . As a result, all 39 potential interviewees were approached again for the second 

phase with this strategy in mind. A conscious effort was made to identify different 

owner-managers, but in some cases owner-managers that had participated in the group 

interviews were also included in the semi-structured interview stage. Nevertheless, in 

those cases where firrrýs were owned by more than one individual, an attempt was made 

to interview a different owner-manager. This strategy however, only resulted in three 

different owner-managers being interviewed at the semi-structured interview stage. 

Consequently, owner-managers from 21 firms that had not participated in stage one of 

the study were interviewed and a further three owner-managers participated in the study 

for the first time in stage two although their business partner had already been involved 

in the group interview phase. Therefore, only 7 of the 31 owner-managers that 

6 Note: Discussed in Section 6.5.1. 
7 Note: The initial stage of the research was conducted between June and September 1999. The second 
stage, semi-structured interviews were conducted between January and February 2000. The group 
interviews were conducted on the premises of a volunteer firm and the semi-structured interviews were 
carried out at the business premises of the owner-manager. 
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participated in the second phase of the study took part in the initial group interviews. 
Moreover, the size of the sample implies that the research has improved validity and 
reliability through the triangulation methods outlined in section 6.4.2. 

6.5.3 Research Method - Group Interviews 

During the initial phase of this study the group interview format was principally 

unstructured and was directed towards obtaining information on the perceptions of 

owner-managers to management development within their firms, what barriers existed in 

relation to the adoption of certain management practices and justifications as to why 

certain practices were either being implemented or ignored. Following group orientated 

methodologies developed by Bouwen (1993) and Steyaert and Bouwen (1994) the 
interviews were conducted with the researcher acting as a chairperson for the discussion, 

ensuring that all participants were able to exert an influence upon how the discussion 

developed and that the interviews closely followed their research purpose. Each of the 

three groups consisted of six owner-managers from the Wales Fast Growth Fifty 

Networks. Ile groups were organised into three broad industrial sector classifications - 
manufacturing, industrial services/construction and services - and thus, each group was 

also able to discuss management development within the context of its particular 
industry. 

At the beginning of the group interviews the purpose of the interview was stated' and 

each participant was assured that steps would be taken to protect their identity outside 

the confines of the interview. They were informed that any research resulting from the 

meeting and published in the public domain would use company-oriented pseudonyms. 
In addition, to assist confidentiality, an announcement was made at the beginning of each 

group interview stating that other participants should treat the content of any discussion 

as confidential. In each case the interview was tape recorded and additional field-notes 

made regarding important issues raised. All three group interviews were transcribed. 
Each interview lasted approximately one hour. 

I Note: This statement included the phrase 'management challenges faced by growth oriented firms' and 
reflected the aims of the initial phase of this study. 
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6.5.4 Research Method - Semi-structured Interviews 
In the serni-structured interviews, information was collected by various means including 

a small questionnaire regarding the main characteristics of the firm and the owner- 

manager and the coUection of company documentation such as business plans, press 

releases and organisational charts. In line with the principles discussed in this Chapter, 

the research instrument took the form of a series of questions designed to reveal 
information on how and why growth firms adopted certain management practices. 
These questions were broken down into four main themes that essentially addressed the 

research questions posed by this study. In addition, questions were also added and 

revised to explore the emergent themes from the initial stage of the research and to 

collect background information regarding the general characteristics of the firm. The 

relationships between the questions asked and the research questions developed in 

Chapter five are illustrated in Table 6.1. 

All questions asked in the semi-structured interviews were open-ended so that the fiffl 

extent of a participant's experience could be explored. Moreover, despite the need to 

standardise the interview to assist comparison, as with a previous study conducted by 

Jones-Evans (1994) concerning the occupational backgrounds of technical entrepreneurs, 

the research permitted considerable latitude in terms of probing respondents for relevant 

information. To this end, quantitative data were also collected on various dimensions of 

either the owner-manager or entrepreneurial team and the growing venture. 

Nevertheless, it is pertinent to note that the majority of the study's analysis relies on the 

qualitative data collected through the two phase research approach. 

The first section of the interview was designed to coRect information about the firm 

itself, what markets it competed in and its primary objectives. The second part of the 

serni-structured interview turned its attention to the characteristics of the owner-manager 
or entrepreneurial team and examined the personal motivations behind creating and 
growing a business. This section also covered aspects such as the entrepreneur's 
background, experience and expertise. The third portion of the interview dealt with 
organisational change and development. This part of the interview asked the owner- 
manager how the organisation had changed in terms of its resources, management, its 

competitive position and its perceived capabilities. This section also asked whether or 
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not the objectives of the firm or the entrepreneur had changed in light of the 

organisation's development. 

Table 6.1: Relationship between Semi-structured Interview Questions and Research Questions 

Research Question Example of Questions asked to Location in 

Explore Research Question Interview Guide 

How do personality and background characteristics of the owner- What do you consider to be the Section 2,3 and 4 

manager or entrepreneurial team influence the adoption of important characteristics of 

management practices in growth firms? yourself and your top management 

team? 
How has growth affected your 
firm in terms of attitudes to risk, 
innovation and strategic decision- 

making? 
What factors influence strategic 
decision-making? 

Why do growth firms adopt certain management practices? How has growth affected your Section 3,4 and 5 

firm in terms of changes to 

organisational structure, 

management and leadership? 

As you have grown what 

management practices have you 
introduced and why? 

To what extent have the management practices adopted by gowth What do you consider to be the Section 4 and 5 

firms secured a sustainable competitive advantage? key success factors of your market 

or industry? 

To what extent are these attributes 

easy to secure? 
As you have grown what 

management practices have you 
introduced specifically to ensure 

that you maintain your competitive 

advantage? 

How do the management practices adopted by growing firms How has the strategic decision- Section 4 and 5 

influence subsequent decision-making? making process changed as your 
firm has grown? 
How has the introduction of these 
management practices determined 

the strategic direction and 
development of the firm? 

* See Appendix 3 for a full interview guide 

Part four of the interview was concerned with how strategic decision-making operated 

within the firm, what influences exert considerable pressure on this process, how the 
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process had changed as the firm had grown and whether the owner-manager considered 

the firm to have a particular competitive advantage. Finally, section five of the interview 

addressed the issues pertaining to management development in terms of management 

practices adopted to support or facilitate growth. This part of the interview schedule also 

examined why these practices had been adopted and the extent to which certain 

management practices had given a firm a distinct advantage or capability. In each case, 

the interviewer explained the format of the interview and gave the owner-manager an 

indication of the interview length based initially on the pilot study. It is apparent that the 

research method utilised does not address the research questions in a linear fashion. 

Instead, there was an attempt to incorporate questions that could be used to check and 

balance the answers of owner-managers and assist in the analysis of the data collected. 

This technique has been advocated in organisational research by Bryman (1992). 

During the interview, each participant was assured by the researcher that all information 

would be treated as confidential and the firm's identity would be protected by using a 

pseudonym in the event of the results being published. All interviews were recorded 

using digital recording equipment and in all cases the interviewer ensured that owner- 

managers were comfortable with being recorded. Furthermore, to help put the 

interviewee at ease an attempt was also made to ensure that the camera was placed in an 

unobtrusive position. The interviews on average lasted two hours but overall varied in 

length from one and a half hours to four hours?. Each interview was later transcribed in 

full. 

6.6 Data Analysis 

The analysis of qualitative data involves a process of bringing order, structure and 

meaning to the plethora of information collected during the study (Marshall and 

Rossman 1989). A single set of rules for the analysis of interviews does not exist and 

the very notion that it is possible to adopt one method, is arguably at odds with the 

principles of flexibility and openness which are essentially at the centre of qualitative 

9 Note: The variation in interview length was due in part to the willingness of owner-managers to engage 
with the researcher. The shorter interviews reflected a desire to return to work whilst the longer interviews 
were interpreted by the researcher as an attempt by the owner-manager to offer as much information as 
possible in the time they had allowed for the process. In several cases, the interviews were broken up into 
two halves by owner-managers so that they could invite the researcher to lunch. Offers that were always 
kindly received and demonstrate the rapport that the researcher had been able to establish as the project 
manager of the Wales Fast Growth Fifty. 
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research (King 1994). Interview analysis, regardless of the research problem, is a long 

process, in which an eye for detail, theoretical acumen and perseverance are paramount 
(May 1993). In tl-ýs sense it is argued that researchers often unrealistically expect to find 

obvious sociological, educational or psychological concepts emerging from the data 

(Cassell and Symon 1994). 

This is simply not the case and therefore the extraction of meaningful themes and 
interpretations from qualitative data can be construed as a complex and time consuming 
process. To conduct a competent analysis of qualitative data, it is necessary to become 

familiar with the data (King 1994). In this sense, it is contended that a researcher must 
fully understand the content of the data contained within the interview transcripts 

through a process of re-reading and re-listening. This involves the researcher reading 

the transcripts in conjunction with the recorded interview in order to ascertain whether 

the data contained within the transcript is a fair reflection of the interview and to note 

tone of voice and nuances of speech that may also assist interpretation (King 1994). 

Within -the context of this study, the recordings, transcripts and field notes of both the 

group interviews and serni-structured interviews were reviewed to ensure that the 

transcriptions reflected the content of what had been discussed in the interviews. In 

addition, in the case of the semi-structured interviews, the fact that the interviews had 

been recorded by a digital camcorder also assisted the validation process. 

The first phase of the study was largely exploratory and conducted in order to provide 

supporting evidence and differing perspectives of the data collected in the second stage 

of the study. To this end, whilst interpretations were made at this stage of the research, 

no attempt was made to draw any concrete conclusions from these data unless backed- 

up by observations made during the second stage of the study. Furthermore, given 
there were only three group interviews, lasting on average one hour, it was decided that 
there was no need for the data to be reduced significantly. Thus, in the case of the 
group interviews, an editing technique, similar to the one advocated by Glaser and 
Strauss (1967)'0, was employed to search for emerging themes and categories relating to 
the adoption of management practices by growth firms in Wales. 

10 Whilst the study is not essentially grounded, the exploratory nature of the study required preliminary data 
to be collected which could be used to support and augment the conceptual framework developed from 
the existing entrepreneurship literature and assist the researcher in better comprehending the phenomenon 
under study. 
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In the primary study of 31 interviews, which consisted of over 300,000 words of 
transcripted data", the approach suggested by Miles and Huberman (1994) was adopted. 
This method of analysis is also advocated by Jones-Evans (1994) in his study of small 

technology based firms in the UK and Fischer et al (1997) in their study of the 

emergence of socially constructed time in rapid growth firms. This approach is suitable 
for the analysis of multiple site studies, organising the analysis of qualitative data into 

three stages namely data reduction, data display and data verification. In terms of data 

reduction, the process of selecting, focusing, simplifying, abstracting and transformation 

of raw data, this study used a simple template technique. Template techniques: 

.P 
ý.. vag in the extent to wbich the code-book is built U on vdsfing knowledge (a 

priori) or is developedfmm the inifial analý, sis of the interiiew data (aposteriori)' 

(lUng 1.994, p. 26) 

For the purposes of this research it was decided that an apriori codebook derived from 

the literature and the content of the research questions was appropriate although 
important themes that evolved from the initial phase of this study were also incorporated 

into the template. Miles and Huberman (1994) also advocate this process of establishing 

a template. AR interviews were transcribed using a standard word processing package. 

The vast amounts of data however, led the researcher to introduce a coding system 

whereby the data were organised into the four main categories which reflected the four 

research questions developed in Chapter five. Whilst the template technique in this 

respect is similar to classical content analysis, continuous re-coding of the data combined 

with the fact that the emerging themes were not developed statistically, meant that the 

technique remained qualitative. Thus, the data were sorted and placed into four sections 

that closely related to the research questions. This was achieved through a combination 

of coding and data reduction techniques such as cutting and pasting Gones-Evans 1994). 

The data were initially displayed using a narrative text approach to enable an accurate and 
detailed description and ordering of the data relating to the phenomenon (Strauss and 
Corbin 1990). It was also decided to use a matrix technique adopted by Wes and 
Huberman (1994) so that data could be compared across the broad industrial sectors of 
services, manufacturing and industrial services/construction and firm size. The primary 

" Note: An example of a transcribed semi-structured interview can be found in appendix 4. 
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classification of analysis was firm size. Whilst firm size is arguably only a function of 
firm growth (Penrose 1995), the size of a venture implies that certain transitions may 
have taken place to accommodate an increased mass. It was decided to use the DTIs 

common definition of SMEs with one notable alteration. Instead of classifying a micro 
business as having between one and ten employees, evidence provided by Burns and 
Harrison (1996) stating that small firms do not generally start to change their 

management structure until they reach twenty employees, led to the reclassification of 

this axis. In this sense, three categories were created -0 to 19 employees, 20 to 50 

employees and 50+ employees. This was complemented by a secondary classification 

that divided the firm under study further according to the broad industrial classifications 

of services, manufacturing and industrial services/construction. Although the division of 

the data into a three by three matrix created nine possible forms, no firms interviewed 

corresponded to both the less than 20 employees and manufacturing industrial 

classification. As a result, the data were subsequently condensed into eight compact 

forms. This organisation of the data allowed the study to not only make a concise 

summary of the salient issues arising from the data but also permitted a direct and 

contrast analysis between the different categories. In all stages of the investigation the 

data analysis was first conducted on a within-case basis and then progressed to a cross- 

case and cross-group analysis as advocated by Eisenhardt (1989). 

6.7 Conclusion 

This Chapter has detailed the process by which a suitable research design and 

methodology has been constructed to address the research questions outlined in 

Chapter five. It has been argued that due to the exploratory nature of this study, a 

qualitative research methodology provides the necessary framework for data collection 

and analysis. The data has been collected by implementing a two-stage research design 

in which group interviews and semi-structured interviews have been used to examine 

management development in a total of 39 firms. The Chapter has also described how 

the data will be analysed in order that meaningful interpretations can be extracted from 

the data concerning how and why certain management practices are adopted by growth 
firms in Wales. 
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Chapter 7: Preliminary Study - Results and Discussion 

This Chapter discusses the results of the preliminary study. The initial stage of the 

research involved conducting three group interviews with a total of 18 owner-managers 

from the Wales Fast Growth Fifty Network. These interviews were organised into three 

broad industrial classifications - services, industrial services/construction and 

manufacturing. The interviews were largely unstructured and examined the main 

managerial challenges faced by growing firms in Wales. From the interviews five main 

themes emerged. These themes were management development, finance, people, 

marketing and planning and control, and all owner-managers involved in this stage of the 

study reported that these factors exerted a considerable influence upon firm 

development and growth. 

7.1 Preliminary Study - Evidence from the Group Interviews 

The group interviews consisted of the fbHowing participants: 

Table 7.1 Group Interview Participants 

Services Manufacturing Industrial Services/Construction 

Hotel Partnership+ Laser Ltd* Rig Ltd* 

HR Consulting+ Plastics Ltd* Consultancyl Ltd 

Independent Ltd+ Plasma Ltd Landscaping Ltd 

Media+ Tech Ltd Electric Ltd 

Phone Ltd+ Sweet Ltd Coating Ltd 

Recruitment Ltd+ Clothes Ltd Contractor Ltd+ 

* Denotes participants who were involved in both stages of the research 
Denotes firms involved in both stages of the research but with different participants 

The average turnover and employment growth rates for the firms involved in the first 

phase of the research were 179.05% and 209% respectively. The sample of eighteen 
firms created a total of 312 jobs. 

During the group interviews five main themes emerged and were largely industry non- 

specific. These were management, finance and financial management, people, marketing 

and planning. Notwithstanding this fact, it is perhaps pertinent to note that the reasons 
behind the adoption of management practices across sectors were reasonably uniform. It 

was evident that the ways in which these challenges were prioritised and overcome were 
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varied and inextricably linked to a number of personal and firm specific factors that were 

not explored within the preliminary stage of this study. 

7.1.1 Management 

The primary concern of owner-managers was related to the ways in which management 

could be evolved within their organisation. All participants stated that the need to either 
develop or recruit managerial talent dominated growth decisions. Some suggested that 

they were often reluctant to devolve responsibility to others within the firm whilst others 

argued that the management skills required by a small growing venture were not very 

easy to secure in the market place. Without exception all owner-managers cited the fear 

of introducing bureaucratic hierarchies to their organisations prematurely, arguing that 

poor recruitment choices in terms of management often frustrated the growth process 

and added unnecessary length to the strategic decision-making process. Some owner- 

managers implied that external management skills shortages were often exacerbated by 

an unwillingness to release control and a lack of confidence in the capabilities of existing 

employees to rise to the challenges of managing operational tasks. In fact, the owner- 

manager from Consultancyl Ltd argued that; 

pable of doing what tbg are cumal, doing, Whilst I know that my staff are more than ca y 

ytbiq outside this' I have little confidence in their abili_* to cope mith an 

From this concern, it was apparent that the owner-managers of these fast growing firms 

were aware of the problems they faced in introducing new layers of management to their 

organisation. All seemed to agree that decisions regarding the future direction of the 
firm were often determined by their confidence in others to contribute to the decision- 

making process. In many cases owner-managers maintained that these skills did not 

currently reside within the firm and it was very difficult to find, recruit and retain 
expertise from external sources due to constraints on their ability to offer adequate 
remuneration. It was therefore evident that whilst almost all owner-managers 
acknowledged the importance of introducing new layers of management and developing 

organisational hierarchies to support and facilitate growth, the majority of firm owners 
were unhappy about releasing control to individuals whom they considered unequal to 
the task. As a result, many found themselves in the position whereby they encountered 
significant conflicts between managing their businesses on a day to day business and 
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looking at further opportunities to sustain firm growth and development. For example, 
the owner-manager from Rig Ltd commented that: 

lourgrowtb bas seen our inftastructure expand .. this isplacing excessive demands on the 
top management team to manqe the acdvi. 6es as well as thefuture of the oýXanisadon undl 
competent managers can befound' 

To alleviate problems surrounding the lack of management expertise in their 

organisations, several owner-managers looked to outside sources as a means of 

strengthening the management function. One owner-manager had taken steps to include 

the firm's company accountant in the strategic decision-making process and others had 

introduced similar strategies, utilising friendships and previous business relationships to 

widen their management expertise. While the majority of these strategies were adopted 
in the short run, until suitable expertise could be acquired, a small number of owner- 

managers had decided to make continuous use of external advice and guidance by 

appointing non-executive directors to enhance strategic decision-making. 

During the interviews it was observed that these influences on strategy and the 

introduction of management did not vary widely across industrial classification. Instead, 

as might be expected, differences occurred between firms of different sizes. Owner- 

managers of firms employing less than twenty people were more inclined to accept the 

responsibility for running the business at both an operational and strategic level until they 

could secure the necessary operational expertise. Moreover, these owner-managers were 

more likely to be seeking operational management expertise to reduce their workloads so 

that they could concentrate on the firm's vision and future direction. Conversely, many 

owner-managers of larger firms, employing more than 20 people, were more concerned 

with establishing management levels that could either feed directly or indirectly into 

strategic decision-making. It was apparent that many growth oriented owner-managers 

were not only concerned with the effective management of their company at any given 
point in time but also ways in which the acquisition and development of management 

expertise could be utilised to expand firm capabilities in order to sustain growth. In fact, 

one owner-manager, from Phone Ltd, submitted that one of his primary roles was to 
ensure that; 
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As ive [grow] ... we confinue to lookfor ways to cement ourposition and develop our 

uniqueness byformalising and developing management ... but at the same time we can't 

grow complacent and I accept that management mill inemasingly bave an hxportant role to 

. 
Jing and sei#ýg new opportunifiesfor us' y in identi 
. 
i, 

_Pla 

While this was a commonly held view, some owner-managers argued that their 

businesses had reached a critical mass that they were comfortable with and they were not 

actively seeking to develop new layers of management. These entrepreneurs contended 

that whilst they agreed in principle with the need to continually look at new ways of 

generating profitable business and sustaining competitiveness, they didn't necessarily see 

any immediate benefit in increasing management scope. In these cases, the owner- 

managers purported that the main role of management was to professionalise existing 

processes such as financial control and effective resource allocation to enhance efficiency 

and profitability. This stance was keenly discussed and it was noticeable that there was a 

clear divide between firms that continued to have a growth oriented owner-management 

team and firms in which owner-managers had achieved some pre-detern-dned level of 

success in terms of turnover, profitability or size. This discussion offers further evidence 

that the growth motives of owner-managers are linked to the development of 

management practices in small to medium firms and the fact that growth is often a 

discontinuous process. The resulting debate however, did highlight that in almost all 

cases there was considerable agreement that one of the primary motives behind the 

introduction of management was to improve existing practices and processes. 

7.1.2 Finance and Financial Management 

Closely related to the issues surrounding general management there was also a general 

consensus that finance and financial management were significant factors in terms of 

growth and strategic decision-making. Many owner-managers argued that access to 

finance and the development of financial practices and controls were considered to be an 

integral part of the decision-making process, particularly in regard to expansion of a 
firm's existing product or service range. The owner-manager from Laser Ltd submitted 

that; 
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As with alytbing our aipiradons to grow this business are dependent on our abi, 60 to 

resource zbepursuit of any given opportunio ... an abiU y do 
-0 

that isprima? il, wn to whether 

we can secure the necessagfinance through internal or other means' 

This highlights that whilst the existence of other competencies and resources are 
important in assessing whether or not to pursue opportunities to augment organisational 

capabilities, the decisive factor which enters the decision-making process concerns the 
firm's ability to finance additional activities. Furthermore, one entrepreneur, who ran the 
highly successful Independent Ltd concluded that; 

Mong manargement is the ky cot*etence required by an organisafion ... uitbout this 

ability, growtb is restticted' 

As a consequence, it was not surprising to find that in almost all cases owner-managers 
had made a concerted effort to either introduce in-house financial expertise or had taken 

great care in employing an external accountant who was capable of contributing to the 

success of the firm. - As mentioned, the latter solution had been adopted by a number of 

smaller firms that could not afford to employ in-house expertise while larger firms were 

more likely to be in a position whereby they could realistically contemplate the 

acquisition of financial management expertise. 

Despite recognising the need to introduce financial management and control, many 

owner-managers contended that financial competencies were not always conducive to 

maintaining objectives associated with continuous growth. In this sense, a few owner- 

managers agreed that rapid growth had become a victim of 'financial professionalisation'. 

Prior to the implementation of financial measures, these entrepreneurs made instinctive 

decisions and some even admitted to benefiting from ignorant decisions that had proved 

successful. Improved financial information and a sense of their business' monetary 
worth however, had subsequently forced them to re-evaluate and even curb growth 
aspirations. Notwithstanding this apparent constraint on achieving certain growth 
objectives, most entrepreneurs agreed that the implementation of financial management 
expertise and controls had exposed some aspirations as being simply unrealistic. Other 

owner-managers purported that they had imposed financial management techniques and 
controls from the business inception, to assist the management growth and to accurately 
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determine when certain growth objectives had been achieved. Within this context, the 

owner-manager from Consultancyl Ltd surmised that: 

Thefirm continues togrow at an acceptable rate and thefinandal controls I set up ensure 

that I know exactly, wbere the business is in terms of meeting its growfb objectives' 

It is therefore evident that owner-managers of growth firms are likely to implement 

financial management expertise and performance measures to support and manage the 

growth process. While owner-managers recognise that these steps can be detrimental to 

responsive decision-making, they are more than willing to accept this eventuality if 

financial management expertise and controls provide the organisation with the necessary 

information to make better strategic decisions. Moreover, owner-managers also contend 

that improved financial management was often at the core of a firm's ability to resource 

future growth. 

7.1.3 People 

As with the need to recruit and develop management, all participants without exception 

cited employees as a significant factor affecting sustained growth. Many owner-managers 

suggested that their staff were fundamental to success in that strategic decisions were 

often based on the perceived capabilities of employees. In fact, the owner-manager of 
Plastics Ltd commented that; 

'Ourfuture rests in the skills, flexibiA. 0 and motivations of our staff .. without them we 

y or wberr we want to be tomormm' would never be wbere we are toda 

Despite this declaration, it is pertinent to note that this owner-manager went on to say 
that in the majority of cases his staff was limited in what they could achieve. This view 
was supported by a number of owner-managers from all three industrial sectors, who all 
stated that decisions which concerned the future of their businesses not only considered 
the capabilities of the existing management team but also the ability of their staff to adapt 
to new routines and activities. Or as the owner-manager from Hotel Partnership put it: 
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'Our staff are good at wbat we want them to be good at and tbg are usually recruited uith 

parýicwlar actitides in mind-our [exisfing7 staff seldom bave the abiUýy to take the 

businessforward' 

Noticeable differences were evident between industrial sectors and the skills required by 

their respective workforces. Manufacturing and subcontracting firms were more 

concerned with reliability whilst service and professional consultancy based firms placed 

greater emphasis on professional qualifications and vocational skills. As a result, 

recruitment was also a practice that was considered important by all the firms involved in 

the interview. In the smaller firms, the owner-manager or entrepreneurial team carried 

out recruitment. In contrast, within larger firms, other managers that had been 

introduced to the firm would usually conduct recruitment interviews. Nonetheless, even 

in these cases it was apparent that no specialist manager had been recruited to undertake 

the task but rather the recruitment was undertaken by the manager most closely related 

to the position being created. In addition, for the smaller firms, it was evident that 

recruitment was often geared to trying to expand the existing management expertise of 

the company. As observed before, many owner-managers felt that decisions were 

constrained by the existing capabilities of their staff and management. This feeling had 

led some firms to look to secure certain competencies from outside the firm, due mainly 

to the belief that training would not necessarily provide the required skills from within. 

As the owner-manager from Hotel Partnership stated: 

g ys looked to the outside xhen looking to take on further mana ement. The Y have alwa 

g theirJobs to the current level expected but I can't really, staff I have are veg good at doin 

.P 
to manqgement' be sun that any one of them could take the next step u 

There were exceptions to this general trend however, with the owner-manager from HR 

Consulting, arguing that due to the firm's core skill group, human resource management, 

they were better equipped than most when it came to recruiting new staff The owner- 

manager also stated that his firm used recruitment strategically and never recruited 
individuals that couldn't augment the existing competence base of the firm: 
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Th matters of recruitment I bave a simple philosopby ... we don't recruit in our own 

.y 
don't want to bave a situation wbere evegboi! y is comingfrom the ae image ... I basicall, sm 

, gle ... variey in dedsion-making beos us make better dedsions' an 

Apart from the skills required, most of the firms involved in the group interviews were 

quick to acknowledge the difficulties they faced in recruiting the right people. One 

owner-manager, from Computer Ltd, reported that attracting potential employees was 

difficult as his firm, due to its size, was viewed as being less secure than a large 

corporation regardless of relative performance. Most of the smaller companies 

employing less than 50 people agreed with this statement and it was only the larger firms 

that did not seem to experience this problem. One owner-manager from Laser Ltd said 

that in the past, in order to attract suitable senior management expertise, he had to forgo 

total ownership of the firm to secure two of his top management team: 

T couldn't give them the rrmmneradon tby wanted .. but I could give them sometbing to 

work towards' 

Notwithstanding these differences, all firms agreed that skill shortages and a dearth of 

managerial talent were considerable barriers to sustained growth. Furthermore, the 

smaller companies, employing less than 50 people, agreed that whilst they had originally 

thought they could take staff on and train them, the pressures of managing growing 

business had often thwarted these intentions. 

One management practice that had emerged in relation to improving human resources 

was the standard of Investors in People. Of the 18 firms involved in the group 

interviews, 4 had achieved the standard and a further 6 were currently looking to obtain 

the standard within the next 12 months. Surprisingly, this observation was not restricted 

to the larger, more established businesses. The issue of Investors in People was actually 

raised by the owner-manager of Landscaping Ltd. The owner-manager reported that his 

belief, that if you looked after your employees, your employees would look after you and 

your business, had paid dividends. In this sense, he argued that the Investors in People 

standard seemed to fit this philosophy and served some practical use in maintaining 
overall standards. Other firms that participated in the group interviews cited similar 
reasons, although the two human resource/recruitment companies involved in the group 
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interviews suggested that the reason behind their pursing the Investors in People 

standard was more a case of image. The owner-managers of Recruitment Ltd and HR 

Consulting contended that due to the fact that their companies were involved in helping 

others acl-deve the standard, it seemed appropriate to already have the standard 

themselves. 

7.1.4 Matketing 

In the three group interviews, all firms reported that marketing was all about getting the 

right information. Smaller firms classified as industrial services/construction argued that 

they currently did not need to develop their marketing expertise and were more 
interested in building up relationships within their industry. This viewpoint was 

succinctly summarised by the owner-manager of Landscaping Ltd: 

Markefiq experýise is the last thing Vfirm needs ... we have no problems securing work 
fmm good sources' 

This approach to marketing by these firms reflects how business is generally won. All of 

these firms have to tender for work and it was apparent that within the industrial 

services/construction arena relationships with other firms were considered to be a 

significant success factor. Moreover, the owner-manager from Electric Ltd suggested 

that: 

'In the construction industg it's all about contracts and uinning tenders. Reputadon gill 

offeryou a ebance to tenderfor aproject but at the end of the day Ifeel valuefor mong is 

alwqys the deddingfactor' 

To this end, these industrial services/construction firms contended that the management 
of working relationships proved to be a far more valuable use of resources than 
implementing practices such as marketing plans and marketing research. In addition, it 

was commonly agreed amongst the group that competencies relating to securing tender 
were also of considerably more value than traditional marketing techniques utilised by 
other industries. This view was shared by all the firms in this category although the 
managing director from Contractor Ltd stated that: 
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Markedng is dýficultjorfzrms involved in the construcdon industg ... we tend to re. 1y on 

repeat business to secure the future, after all it's a relafivel y safe obdon ... but we bave 
found that due to our aspiradons to Continuall, w the business we arv having to look to 

.Y gm 

other techniques to expand our customer base' 

This statement however, did not receive much support and it seemed as though this line 

of thought was outside the realms of conventional thinking within the construction 
industry. 

This apathy to marketing was not shared by firms in the service sector. Whilst there was 

an agreement that building relationships with customers was important, other techniques 

were also useful in maintaining competitiveness. The smaller firms confirmed that their 

marketing was qvdte informal, but nevertheless important. Larger service firms reported 

that they had introduced basic marketing information systems and regularly undertook 

competitor and market analyses. This was illustrated by the owner-manager of Phone 

Ltd who stated: 

'In the early, jears of our business, marketing was informal, jet at the centre of all our 

efforts to acbieve ourgromtb objecfive. [Botbj myse#' and my partner et*basised the 

portance of customer care and building reladonsbos witb our suppliers as well as our im 

buyers ... we arv now at a stage wbere the company needs to develop an image ratber than 

rely, on the reladonsbips we bad establisbedpersonally. We now bave marketing plans 

that look towards depersonalising the business transacdon but witbout risking the core 

, gbt us to wben we are today' values of our sen*e that bave brou 

In terms of the manufacturing sector there was a great deal of variety as to what 
constituted marketing practices than sustained the growth process. The owner-manager 
from Plastics Ltd suggested that the innovative nature of the products manufactured and 
sold meant that marketing was a core activity of the firm. Within this context, he argued 
that over the years the company had not only become competent with regard to the 
selling of their products through the supply chain and on to the final consumer, but had 
learnt that different markets and cultures required different marketing strategies. This 

view was also supported by the owner-manger from Laser Ltd, who contended that 
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when products and services were innovative in nature, marketing was more about 
education and 'stirring up' interest: 

We know that there is a marketfor our innovadons but we can't expect the market to 
come to us ... me have togo to the market and tell them that we have theprodmet tbg have 
been searchiqjor .. we then have to prove it' 

During the manufacturing group interview it was observed that similarly to the service 

sector a range of marketing techniques are utilised by growth firms. Where 

manufacturing firms supplied goods to large retail multiples, there seemed to be some 

agreement that good relationships were also important. The group interviews involving 

growth firms from the both the service and manufacturing sectors also highlighted that 

as firms increased in size, more formal systems were being introduced to manage an 
increasing amount of information. In the case of the growth firms from industrial 

services/construction this move towards formalisation was not observed and depended 

more on the individual beliefs of the entrepreneur or owner-management team. 

In all cases, the group interviews seemed to imply that marketing and the quality of 
people were inextricably linked to competitive success. In the smaller firms in both the 

service and industrial services/construction sectors, it was apparent that marketing was 
an informal process and more emphasis was placed on getting the right people to build 

and maintain strong relationships with customers. In the larger service and 
manufacturing firms, evidence suggested that they had routinised some of their 

marketing activities and set up systems to ensure that certain customer practices were 
adhered to. Moreover, larger firms had also implemented marketing intelligence and 
market appraisal as systems capable of generating quality information that could be 

utilised in strategic decision-making. 

7.1.5 Planning and Control 
In all group interviews participants reported that they had implemented some form of 
strategic planning. The degree of formalisation varied across firms in both size and 
industry. Most firms had originally written business plans, but many admitted that the 
use of a business plan for securing a source of finance is often overrated. Firms in the 
industrial services/construction sector emphasised the importance of meeting turnover 
objectives and securing good profit margins. Owner-managers in this classification who 
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operated the smaller businesses also suggested that whilst there was a clear procedure 

through which decisions were made, the procedure often did not involve extensive plans 

or documentation. These owners-managers reported that strategic decisions were made 
infrequently and in one particular case, the owner-manager of Landscaping Ltd stated 

that: 

'Some, 6mes we arejust too buy making the business uvrk to wor7y about wbat could he 

around the corner' 

This viewpoint was also shared by a number of the smaller service sector firms. One 

owner-manager alluded to the fact that strategic planning was in many ways a fallacy and 

that his firm were just trying to keep up with the pace of change. In contrast, the owner- 

manager from Recruitment Ltd suggested that success had led to rapid diversification 

and that this had proved difficult to manage competently. As a result, he had made great 

efforts to introduce a strategic planning process in which information could be fully 

utilised to make more informed and better choices concerning the increasing strategic 

scope of the firm: 

'success Las led us to diversýij too quiekly in the past... we have bad to adopt morefomal 

and striqent practices to make sure we don't ty and achieve things That are obtiomsyl 

outside our cumnt strrngths' 

The extent of strategic planning in the manufacturing firms interviewed was very similar 

to the observations made in the service firm group interview. One difference was that 

owner-managers of manufacturing firms emphasised the importance of routinisation as a 

mechanism by which strategies could be planned and implemented more effectively. 
This difference however, could not be exclusively attributed to growing manufacturing 
firms and it was evident that the larger service firms that operated muld-site businesses 

were also more inclined to adopt standardised procedures. In fact, the owner-manager 
from Phone Ltd suggested that: 

'Standardisafion ofprveedurrs such as Planning and informationgathering means that we 
are better placed to implement changes more ra pidly, ... evegbody in each one of our 

156 



Chapter 7: Preliminary Study 

brancbespetfoms in aparticular wa y and therefore when we make a planned change ... we 
don't have to implement it more than once' 

Larger businesses in both services and manufacturing also reported that planning was 

often segmented to assist subsequent implementation. In this sense, they argued data 

concerning various performance indicators from differing sources in the organisadon, 

was broken down to take account of specific functional changes. This however, was not 

discussed in the industrial services/construction group interview. 

Interestingly, some of the larger firms stated that to assist planning and strategic 

formulation and implementation, they had looked towards utilising the experience and 

skills of non-executive directors. For example, the owner-manager from Laser Ltd 

mentioned that the firm had recently appointed two non-executive directors as a way to 

improve the competence and knowledge-set of the firm's existing decision-making 

forum. In addition, Sandwich Ltd, suggested that the introduction of an advisory board 

to assist the decisiQn-making of the two incumbent owner-managers had also greatly 

improved the quality and relevance of strategic business decisions. 

Of particular relevance to manufacturing firms was the issue of quality control. The 

majority of these firms maintained that one objective behind introducing certain 

management practices was to continually improve the quality of their products and 

efficiency of production. There was general agreement that the need for quality and 

efficiency was driven by external factors such as a growing trend towards customers 

demanding value for money and quality standards demanded by large retail multiples. 

Several owner-managers of manufacturing firms cited stringent return policies operated 
by larger customers as strong influencing factors in their decisions to adopt quality 

management expertise, systems or practices. One firm in particular had experienced 

costs of up to L30 per returned item and had to quickly look at ways in which consistent 

quality could be achieved. The owner-manager argued its success at that particular point 
in time rested upon the recruitment of expertise and the adoption of a suitable 

management control system. The company opted for the ISO 9000 standard' and this, 

coupled with a competent manager, had enabled the firm to enhance productivity and 

I Note: For the purpose of this study the ISO 9000 definition proposed by Stevenson and Barnes (2001) 
has been operationahsed. See Chapter 4 (p. 91) 
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efficiency. The owner-manager went on to comment that despite the apparent 

unfairness of the return policy operated by large retail multiples, the desire to achieve 

sustained profitable growth, drove both himself and his business partner to re-evaluate 

and strengthen its existing competitive advantage by implementing a suitable 

management practice; 

While wefelt that the returnpolig operated by Tesco was blatantly unfair, itprom pted us 

to introduce and maintain qualiýv standards thrvugb IS09000 ... efforts that have [since] 

ys tofive dajs Mitb noticeable seen us cbange twenýi four bourproduction from seven da 

dijerences in both quali_* andprofitabili_4' 

This view was also shared by the majority of owner-managers who operated industry 

related businesses who stated that quality of work and value for money was a major 

factor in securing repeat business and establishing a good reputation. It was argued that 

this was particularly indicative of the construction industry in which price was an 

overriding factor and therefore, practices which improved efficiency were vital to 

maintaining profitability, especially in times of recession. 

While different in application, the introduction of quality assurance measures were also 

considered to be of great value to service based firms. Whereas the owner-managers of 

the manufacturing and construction firms looked at quality management techniques as a 

means to improve quality and production efficiency, owner-managers of service related 

companies were more concerned with the service quality. Entrepreneurs that had 

established, or acquired, service firms were acutely aware that their competitive 

advantage was ultimately dependent upon building relationships with customers. It was 

contended that these reladonsl-dps were built through the continued delivery of quality 

service. In addition to developing or recruiting management expertise in service delivery, 

the principles of ISO 9000 and 14000 had been effectively implemented so that these 

objectives could consistently be met. In other words, it was evident ftom the interviews 

that the majority of owner-managers utilised management expertise and practices to 

reinforce core strategies and values that had afforded their companies initial success. 
Moreover, it was apparent that entrepreneurs of larger SMEs were also looking at 
introducing new layers of management, practices and controls so that certain tasks and 
activities could be absorbed into the organisation through routinisation and 
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standardisation. The rationale behind these actions centred not only upon developing 

culture that could sustain differential advantages but also serve as a mechanism by which 
future strategies could be quickly implemented throughout the organisation. 

7.2 Conclusion 

In all cases, the owner-managers of all the firms confirmed that their aspirations still 

exerted a considerable influence upon the strategic direction and scope of their 

businesses. Nevertheless, there was evidence to suggest that firms that wished to sustain 

growth were more inclined to look at the introduction of management practices as a 

necessary evolutionary step. Whilst little can be said regarding the total array of 

influences which affect the adoption of management practices, it is apparent that firms 

that continue to be growth oriented are more inclined to look at the strategic benefits 

that certain practices provide. 

In relation to the evolution of the business in terms of management and organisational 

structure, there is a plethora of factors that either encourage or constrain the adoption of 

management practices. The owner-managers that participated in the group interviews 

are generally in agreement as to only being willing to release a degree of management 

control to individuals who were perceived to be up to the task. Consequently, it can be 

argued that despite recognition of the need to introduce management structures to 

facilitate and support business growth, owner-managers of growth firms are particularly 

careful as to which individuals are employed to undertake the task. The rationale behind 

this cautious approach was that there was a significant cost involved in recruiting the 

wrong people. This is highlighted by the fact, that in many cases either the owner- 

manager or a trusted member of the senior management team undertook the recruitment 
function. When suitable candidates could not be found or there was a general reluctance 

to introduce new layers of management into the firm, some firms had resorted to using 

external assistance to improve their managerial base. In these circumstances, owner- 

managers had looked to using the skills and knowledge of their accountants, trusted 
friends and business associates in a non-executive director capacity to improve strategic 
decision-making. Other firms that had identified suitable management personnel often 
found themselves unable to secure their services due to an inability to remunerate these 
individuals sufficiently. In one case, this problem had been overcome by an owner- 

159 



Chapter 7: Preliminary Study 

manager surrendering a small percentage of firm equity in order to entice two industrially 

renowned individuals to join his growing venture. 

One factor that seemed to have a considerable bearing on strategic decision-making was 

the capabilities of a firm's existing human resources. Although training was not 
discussed in detail in any of the three group interviews it became apparent that most of 

the firms looked to recruit staff that met current requirements. In this sense, it is argued 

that no firms stated that training and development was an important management 

practice. Instead, the process of recruiting the right people to perform particular tasks 

was considered significant. Owner-managers from all sectors reported that generally, 

people were recruited to undertake a specific role in the company in order to meet the 

objectives of the firm rather than as a trainee. This viewpoint however, had created 

problems for most of the firms interviewed. Many firms alluded to how the capabilities 

of staff were of paramount importance when making decisions concerning the future 

strategy of the business. In these cases, the recruitment strategies adopted by the 

majority of firms had proved to be short-sighted, as the skills possessed by staff were 

often inadequate to assist the further development of the firm. Nevertheless, there were 

a few instances where firms had adopted a long-term approach to recruitment. In one 

particular case, the owner-manager of HR Consulting had reported that human resources 

were crucial to firm success. As a result of d-ds, recruitment was approached from a 

strategic perspective and staff that were added to the existing complement of employees 

usually possessed different sldlls. This however, is somewhat unsurprising given the fact 

that this firm specialises in strategic human resource development. 

A few firms have obtained the Investors in People standard. Whilst some firms simply 

see this as an important badge that portrays the right image to customers and suppliers, 

several firms have implemented the standard as a means of ensuring that staff undertake 

a programme of continuous development. In these instances, the firms have argued that 

the standard has some practical use in not only making sure that controls are in place to 
improve the skill base of employees but also to give staff something in return for their 

continued commitment to the firm. In other words, these firms argue that by investing 
in employees, they encourage their staff to commit themselves to ensuring that the 

company remains successful. 
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Management practices such as marketing, financial and quality control seem to be 

adopted by growth firms for a variety of reasons. In terms of quality, the management 

standards of ISO 9000 and 14000 have been implemented by a number of firms in the 

study. The majority of these firms have seen these management tools as a means of 

reducing cost and mininiising variations in product and service quality. Firms in all three 
industrial groupings had used these standards. Service related and industrial 

services/construction firms have generally looked to these standards to either enhance 

their image or help standardise practices that ensure strong relationships with clients and 

customers are maintained. In both cases, owner-managers have been quick to 

acknowledge that in any industry the ability to continually meet the needs of customers is 

an important competitive advantage. In addition, this rationale has proved important to 
firms in the manufacturing industry although these practices have also been implemented 

to improve production efficiency. 

The adoption of marketing and finance management practices seems to be related in part 

to a firm's particular industry. All but one firm in the industrial services/construction 

stated that marketing was of little relevance outside the ability to build relationships with 

customers. Instead, these owner-managers argued that financial management practices 

were more significant as work was more often than not secured on a lowest price basis 

and thus, continued success was therefore dependent upon prudent financial control in 

order to achieve a profit. In contrast, service and manufacturing firms reported that 
both financial management and marketing practices were considered important to 

maintaining a strong position in their chosen environments. Good financial management 

was considered to be a necessary requirement for growth and information about the 

competitive market place was viewed as being a key determinant of future strategies. In 

this sense, it was contended that without good financial management a firm would 
usually be unable to pursue and manage growth. In terms of marketing, the majority of 
owner-managers suggested that increasing environmental complexity and competition, 
combined with growing sources of market data, led them to introduce systems that 
would not only collate this information, but also feed the relevant information into the 
decision-making process. Thus, owner-managers in both the service and manufacturing 
industries seemed to generally agree that financial management and marketing practices 
were significant in terms of providing the decision-making process with data regarding 
the firm's external and internal environment. Conversely, firms in the industrial 
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services/construction group interviews, despite alluding to the importance of building 

relationships with customers and clients, failed to see the benefit of existing marketing 

practices to augment existing competitive advantages. 

The group interviews highlighted that strategic management complexity varied 

enormously between industrial sectors and firm size. Whilst it would be reasonable to 

conclude that the degree of planning complexity increased with firm size, owner- 

managers of smaller firms also alluded to implementing a range of formalised strategic 

planning techniques. Of particular note, is the practice of standardisation and 

routinisation. Some firms stated that attempts had been made to routinise or standardise 

certain practices and processes so that the implementation of future strategies could be 

achieved more easily. This rationale indicates that owner-mangers may have been 

frustrated in earlier attempts to introduce different strategies to meet their objectives. In 

response to these frustrations it could be argued that they have taken time to organise the 

firm and its activities to ensure that problems of implementation are minimised in order 

that the firm can react more quickly to change. 
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Chapter 8: Sen-d-Structured Interviews - Results and Discussion 
This Chapter builds upon the observations made in the preliminary study. It is divided 

primarily into two parts. The first part illustrates the heterogeneity of the firms involved 

in the second stage of the study in terms of size, industrial classification, marketing 

activity and age. This section also includes rtidimentary data on certain background 

factors of owner-managers such as age, education and experience. The second section 
displays and discusses the results of the semi-structured interviews that were conducted 

with owner-managers of growth firms in Wales. The qualitative data has been organised 

to address the research questions developed in Chapter five of the thesis. In general, the 

results show that owner-managers of growth firms in Wales adopt management practices 
for a variety of operational and strategic reasons ranging from the need to efficiently co- 

ordinate the growth process to improving the quality of information and decision- 

making. This Chapter also highlights the importance of the entrepreneurial filter to the 

decision-making process and indicates how management practices adopted by growth 
firms influence decision-making. 

8.1 Introduction to the Data 

The second stage of the research initially sought to collect descriptive data on the 31 

firms that had agreed to a semi-structured interview. This data included information on 

the age, size, ownership, industrial classification, market behaviour and performance of 

the firms involved in the study. Firm data were organised in terms of firm size. This 

information provides a general overview of the firms and the owner-managers involved 

in this study. 

8.1.1 Firm Data 

A total of 31 firms participated in the second stage of this study. Table 8.1 shows the 
breakdown of these firms in terms of size and industrial classification. Employee 

numbers varied considerably between firms ranging from a minimum of 10 to a 
maximum of 250 people. The sample included 16 (51.61%) service oriented firms, 7 
(22.58%) firms from industrial services or construction and 8 (25.81%) manufacturing 
companies. 
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Table 8.1: Industrial Classification 

Activity/Firm Size 0-19 % 20-50 % 50+ % Total Total % 

Services/Retail 5 71.43% 7 46.67% 4 44.44% 16 51.61% 

Industry 2 28.57% 3 20.00% 2 22.22% 7 22.58% 

Manufacture 0 0.00% 5 33.33% 3 33.33% 8 25.81% 

Total 7 100.00% 15 100-00% 9 100.00% 31 100.000/0 

It was therefore evident that the range of activities undertaken by these firms was 

considerable. Nonetheless, it is pertinent to note the lack of technology based firms 

involved in the study. In fact, of the 31 firms interviewed only 12.9% could be classified 

as having an innovative or technological bias. Table 8.1 also illustrates that service firms 

dominated each size classification. Service firms also comprised 71.43% of the smallest 

size classification. Conversely, no manufacturing firms were recorded in this 

classification. This observation can be attributed to the fact that manufacturing firm 

generally require more human capital. 

Table 8.2 confirms that only 16.13% of all firms in this study were less than five years 

old. This is perhaps unsurprising given that the criteria for selection essentially precludes 

any firm that was less than four years old and had not reached a turnover of C100,000 by 

the end of the 1995-96 financial year. Moreover, it was evident that of the firms that are 
less than 5 years old, 42.86% employ less than 20 people. Nevertheless there are 

exceptions to this general trend. 

Table 8.2: Fiffn Age 

Firm Age 0-19 % 20-50 % 50+ % Total Total % 

0 to 5 3 42.86% 1 6.67% 1 11.11% 5 16.13% 

6 to 10 2 28.57% 5 33.33% 3 33.33% 10 32.26% 

11 to 15 1 14.29% 5 33.33% 3 33.33% 9 29.03% 

20 - 0.00% 2 13.33% 1 11.11% 3 9.68% 

20+ 1 14.29% 2 13.33% 1 11.11% 4 12.90% 

Total 7 100.00% 15 100.00% 9 100.00% 31 100-00% 
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One firm employing less than 20 people was more than 20 years old whereas one firm 

that is less than 5 years old currently employed more than 50 people. In fact, this 

company currently employs 250 people and was the largest employer involved in the 

study. 

Of the 31 firms, 77.42% of businesses could be defined as being private limited 

companies. Surprisingly, as Table 8.3 indicates, in both the 20 to 50 and the more than 

50-size classification, one company was classified as a sole trader. 

Table 8.3: Firm Type 

Type 0-19 % 20-50 % 50+ % Total Total % 

Sole Trader 2 28.57% 1 6.67% 1 11.11% 4 12.90% 

Partnership 1 14.29% 2 13.33% 0 0.00% 3 9.68% 

Ltd Company 4 57.14% 12 80.00% 8 88.89% 24 77.42% 

Total 7 100.00% 15 100.00% 9 100.00% 31.00 100-00% 

In the study, a total of 64 owner-managers were identified. This equated to an average of 

2.06 owner-managers per firm. Table 8.4 provides a breakdown on owner-managers by 

firm size. 

Table 8A Number of Owner-Managers 

No. of Owners 0- 19 % 20-50 % 50+ % Total Total % 

1 1 14.29% 4 26.67% 5 55.56% 10 32.26% 

2 2 28.57% 7 46.67% 3 33.33% 12 38.71% 

3 3 42.86% 3 20.00% 1 11.11% 7 22.58% 

4 1 14.29% 1 6.67% 0 0.00% 2 6.45% 

5 0 0.00% 0 0.00% 0 0.00% - 0.00% 

Total 7 100.00% 15 100.00% 9 100.00% 31 100.00% 

The table shows that 67.74% of firms have more than one owner-manager and 29.03% 
have an owner-management team consisting of at least three people. Interestingly the 
table also highlights that 55.56% of firms employing more than 50 people only have one 
owner-manager whereas 77.27% of firms employing less than 50 people have at least two 
owner-managers. 
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Table 8.5 indicates that 83.87% of firms were still owned by their original founders. All 
firms employing less than 20 people were still managed by their founder(s) but 16.13% of 
firms employing more than 20 people had subsequently be acquired by an entrepreneur 

or new owner-management team. 

Table 8.5: Ownership Type 

Type 0-19 % 20-50 % 50+ % Total Total % 

Founder 7 100.00% 13 86.67% 6 66.67% 26 83.87% 

Non Founding Owner 0 0.00% 2 13.33% 3 33.33% 5 16.13% 

Total 7 100.00% 15 100.00% 9 100.00% 31 100.00% 

The combined turnover of firms that participated in the second stage of this study in 

1998 was in excess of C114 million. Of this aggregate turnover 56.25% was generated by 

firms employing more than 50 people (see Table 8.6). All size categories experienced 

significant increases in absolute turnover. The percentage growth in total aggregate 

turnover between 1996 and 1998 was 100.52%. This can be further subdivided into the 

various size classifi. cations. Small firms employing less than 20 people increased their 

aggregate turnover by 102.28% whilst firms employing between 20 and 50 people 

experienced a rise of 87.88%. Firms employing more than 50 people increased aggregate 

turnover by 107.82% in the same period. Moreover, Table 8.6 highlights that the larger 

firms contributed a disproportionate amount to overall aggregate turnover and this is 

reflected in the respective mean increases between firm sizes. This is perhaps 

unsurprising given that firm size is usually proportional to turnover. There were also 

some notable differences between the three industrial classifications. Service oriented 
firms showed a mean increase of approximately C1.38 million whereas manufacturing 
firms experienced a mean turnover increase of just over L2 million. Interestingly, the 
largest mean increase in turnover of L2.645 million was displayed by industrial 

services/construction oriented firms. Whilst the reasons behind these differences were 

not the focus of this study, one possible explanation could be derived from the relative 
size of contracts awarded in this industry compared to contracts given to firms in the 

service and manufacturing industries. 
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Table 8.6: Turnover Statistics 

Category 0-19 20-50 50+ Total 

Aggregate Turnover 1996 U000s) 7157.95 18849.45 30867.04 56874.45 

Aggrcgate Turnover 1998 (, COOOs) 14479.15 35414.29 64148.83 114042.28 

Absolute Increase in Turnover (COOOs) 7321.20 16564.84 33281.79 57167.83 

Mean Increase in Turnover (, COOOs) 1045.89 1104.32 3697.98 1191.00 

Table 8.7 summarises the employment created by the firms involved in the semi- 

structured interviews. By 1996, the 31 firms had already created 776 jobs, by 1998 they 
had created employment for a further 657 people, an increase of 84.66%. This data, 

when broken down into the three size classifications, revealed that firms employing more 

than 50 people, accounted for 68.19% of all jobs created in the period 1996-98. In 

contrast, firms in the 0 to 19 employee classification only created 6.09% of all jobs. 

Small firms employing less than 20 people had a mean employment increase of only 5.71 

whereas firm employing between 20 and 50 people and those with more than 50 

employees enjoyed employment creation means of 11.27 and 49.78 respectively. job 

creation across the three industrial classifications Aso varied considerably. Firms in the 
industrial services/construction category created 90 jobs in the period compared with 
244 jobs created by service oriented firms. Manufacturing firms created 323 jobs in the 

1996 - 1998 period, which equates to an average of over 40 new employees per firm. 

Table 8.7: Employment Creation Statistics 

Firm Size 0-19 20-50 50+ Total 

Total jobs 1996 36.00 252.00 488.00 776.00 

Total jobs 1998 76.00 421.00 936.00 1433.00 

NetJob Creation. 40.00 169.00 448.00 657.00 

Mean job Creation 5.71 11.27 49.78 13.69 

The average growth rate of firms involved in the second stage of the research was 
149.47% (see Table 8.8). It was evident that larger firms enjoyed higher levels of growth 
than their smaller counterparts. The range of growth rates in the sample however, varied 
enormously. Similarly, the firms that employed more than 50 people also experienced 
the highest employment -growth rate of 252.76%. The fact, that firms employing 
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between 20 and 50 people only enjoyed in average employment growth rate of 106.33% 

in comparison to a rate of 192.86% for firms employing less than 20 people however, 

illustrates that the same relative growth patterns were not observed between turnover 

and employment growth. It is pertinent to note that this relatively lower figure may be 

due, in part, to the number of firms classified in the firm size of 20 to 50 employees 

which stands at 48.38% of all firms participating in the semi-structure interview stage of 

this study. Growth rates between firms of differing industrial classifications also varied. 

Firms in the service and industrial services classifications enjoyed turnover growth rates 

of 109.33% and 151.90% respectively. Service firms however, exhibited a higher 

employment growth rate of 142.02% compared to 101.19% displayed by firms in the 

industrial services/construction classification. In general, the manufacturing firms 

demonstrated the highest growth rates. In terms of turnover and employment growth 

these firms averaged growth rates of 229.57% and 279.89% respectively. There was also 

a notable difference between the growth rates of the four innovative firms and other 

firms involved in this study. This was best illustrated by comparing the average turnover 

growth rate of these four firms with the growth rates of the three family owned firms 

included in the sample. The innovative firms enjoyed an average turnover growth rate of 

462.92% whereas the three 'family run' businesses had an average turnover growth rate 

of only 41.44%. Moreover, the growth rate exhibited by the four innovative or 

technological based firms was also considerably higher than the sample average growth 

rate of 149.47%. 

Table 8.8 Turnover and Employment Growth 

Firms Turnover Employment Growth 
Growth %% 

Size Number Mean Mean 
0- 19 employees 7 115.74% 192.86% 

20 - 50 employees 15 136.04% 106.33% 

50+ employees 9 199.82% 252.76% 

All firms 31 149.97% 168.38% 

Of the 31 firms, 74.19% provided services or products to other businesses. Table 8.9 

also illustrates that no businesses involved in the second stage of the study supplied their 

goods or services solely to a consumer market, although 25.81% did state that they 

considered their market to consist of both other businesses and consumers. 
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Table 8.9: Market Orientation 

Marketing 0-19 % 20-50 % 50+ % Total Total % 
Orientation 

Business -6 85.71% 10 66.67% 7 77.78% 23 74.19% 
Business 

Business -00.00% 0 0.00% 0 0.00% 0 0.000/0 
Consumer 

Combination 1 14.29% 5 33.33% 2 22.22% 8 25.81% 

Total 7 100.00% 15 100.00% 9 100.00% 31 100.00% 

Table 8.10 portrays the exporting behaviour of the 31 firms. Out of the 31 firms, only 
11 stated that they were currently involved in some form of export activity and of these 
firms the majority of exporters (81.82%) employed more than 20 people. 

Table 8.10: Exporting Behaviour 

Exporter 0-19 % 20-50 % 50+ % Total Total % 

Yes -2 28.57% 4 26.67% 5 55.56% 11 35.48% 

No 5 71.43% 11 73.33% 4 44.44% 20 64.52% 

Total 7 100.00% 15 100.00% 9 100.00% 31 100.00% 

Out of the 11 firms that export, Table 8.11 highlights that export behaviour is equally 

spread between Europe and the Rest of the World. More significantly, Table 8.11 shows 

that 25.81% of firms in the study concentrate on supplying their goods and services in 

Wales and a further 38.71% of firms limit their market to the United Kingdom. It is 

noteworthy that none of the firms employing less than 20 people limit their market to 
Wales. Evidence from the orientation interviews suggested that firms defining their 

market in terms of Wales felt that they could enjoy particular advantages by focusing on 

this region. 
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Table 8.11: Geographical Scope 

Scope 0-19 % 20-50 % 50+ % Total TotaPý 

Wales 0 0.00% 6 40.00% 2 22.22% 8 25.81% 

UK (exc. Ireland) 5 71.43% 5 33.33% 2 22.22% 12 38.71% 

Europe 1 14.29% 2 13.33% 3 33.33% 6 19.35% 

World-wide 1 14.29% 2 13.33% 2 22.22% 5 16.13% 

Total 7 100.00% 15 100% 9 100.00% 31 100.00% 

8.1.2 Owner-Manager Data 

In addition to information amassed concerning the general characteristics of the 31 firms 

involved in the second stage of the study, data were also obtained on the sociological 

background of the owner-managers of these firms. The 64 owner-managers identified 

had information regarding their gender, age distribution, marital status, educational 

background and previous business experience collected. 

Firm ownership in this study, was dominated by the male gender. This is expressed in 

Table 8.12. Of the 64 owner-managers, 90.63% were male. In addition, information 

provided by interviewees highlighted that in two instances, 2 female owners, were 

essentially non-participants in the business. In both these cases, the owner-managers 

argued that their wives had been added for personal and legal reasons. 

Table 8.12: Gender 

Male Female Total 

58 6 64 

90.63% 9.38% 100,00% 

Table 8.13 illustrates that 78.1% of owner-managers that participated in the semi- 
structured interview stage of this study were married. A further 14.1% reported that they 
had previously been married but were currently divorced or separated. 
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Table 8.13: Marital Status 

Married Single Other Total 

50 5 9 64 

78.1% 7.8% 14.1% 100.00% 

Table 8.14 highlights the age distribution of owner-managers of the Wales Fast Growth 

Fifty Network involved in this research. Only 10.94% of owner-managers reported that 

they were under 25 when they started their business. Most owner-managers (73.440/0) 

however, started or acquired their current business between the age of 25 and 44. At the 

time of the interview the majority of owner-managers (62.51%) were aged between 35 

and 54. No owner-managers resided in the 65+ age category either at the time of the 
interviews or at business start up. 

Table 8.14: Age Distribution 

Age Group (Now) (At Start Up) % 0/0 

Frequency Frequency Now Start up 
18-24 273.13% 10.94% 

25-34 11 26 17.19% 40.63% 

35-44 18 21 28.13% 32.81% 

45-54 22 9 34.38% 14.06% 

55-64 11 1 17.19% 1.56% 

65-74 0 0 0.00% 0.00% 

Total 64 64 100.00% 100.00% 

It was evident that owner-managers of growing business in Wales had varying 
educational backgrounds (see Table 8.15). Of the 64 owner-manager, 48.44% were 
educated to degree level or above. A further, 29.69% had obtained either A levels or an 
HND. Only 5 (7.81%) owner-managers stated that they had not achieved any formal 

qualifications. 
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Table 8.15: Education 

Classification Frequency 0/0 

None 5 7.81% 

0 level 9 14.06% 

A level 13 20.31% 

HND 6 9.38% 

Degree 28 43.75% 

Masters 2 3.13% 

PhD 1 1.56% 

Total 64 100.00% 

Evidence from Table 8.16 shows that the owner-managers involved in the study had 

gained a wide range of experience in a number of different business areas. The most 

common business experiences cited were general management (73.44%) and industry 

experience (71.88%). It was also evident that whilst not all owner-managers stated that 

they had industry 'experience, they were invariably part of an owner-management team 

that did posses industry related experience. 

Table 8.16: Previous Experience 

Type Frequency % 

General Management 47 73.44% 

Small Business Management 35 54.69% 

Self Employment 25 39.06% 

Industry Experience 46 71.88% 

Marketing 28 43.75% 

Finance 23 35-94% 

Business Failure 17 26.56% 

Interestingly, a number of owner-managers had either had experience of prior self- 
employment (39.05%) or small business management (54.69%). In addition, 26.569/0 of 
owner-managers also reported that they had experience of business failure. 
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8.2 Evidence from the Semi-Structured Interviews 

Results from the semi-structured interviews are organised to answer each of the research 
questions discussed in Chapter five. To protect the identity of the firms and owner- 
managers pseudonyms have been used to refer to firms involved in this study. Short 

company profiles can also be found in Appendix three. 

8.2.1 Influences upon Decision-making 

During the semi-structured stage of this study it became evident that owner-managers 

were influenced by a number of personality characteristics and background factors. In 

addition to these influences, there was also a wide range of environmental and firm 

related factors that affected the strategic decision-making process. What was clear from 

the interviews was that, irrespective of size or industry, personality characteristics and 

experiential factors in conjunction with the aspirations of the owner-manager or 

entrepreneurial team were responsible for shaping the strategic direction of the firm. 

These influences were, in turn, influenced by a range of environmental and firm-specific 

factors, which also helped to determine the management development. Through a 

process of coding, these influences could be categorised as either entrepreneurial, 
background group dynamic or environmental decision-making factors. 

8.2.1.1 Entrepreneurial/ Owner-Manager Influences 

A myriad of personal attributes that affected decision-making were identified during the 

research. Despite considerable heterogeneity, characteristics such as the need to achieve 
and make things happen and the propensity towards risk were commonly cited by 

owner-managers as factors that consistently impacted upon decision-making. 

Achievement Motivation 

In all cases the owner-managers showed an unswerving commitment to succeed. Within 
the study, all firms of all sizes, operating in the three broad industrial classifications 
contended that once they had taken the decision to start the business, the overriding 
motivating factor was to make sure the business was successful. Definitions of success 
however, varied. Some owner-managers stated that they originally had no desire to start 
their business but due to factors such as unemployment, company restructuring and 
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simply being unemployable had come to the conclusion that starting their own business 

was a viable alternative. For example, the owner-manager of Computer Ltd stated: 

7 had always been involved in the coVuter industg ... changes in my last firms kft me 

rrdundant and I wasfaced mith the dilemma of either lookin gfor anotherjob or realise my 

,g my own business. ' ambidon of starlin 

Similarly, the owner-manager of Laser Ltd, due his expertise as a trouble-shooter found 

himself: 

plo gbt in to do ajob, once its done There is 'Unem yable... tbe thing is afterjou are brou 

rarely aposition leftforiyou an . ywa y. ' 

One female entrepreneur of Pate Ltd suggested the primary reason behind business start 

up was to find a means of supporting the family: 

As a recent divorcee ... I needed to find a means of suPPoi7ing Myseýf and m y three 

ebildrrn. ' 

Other owner-managers stressed that they had always wanted to start their own business 

and that certain 'chains of events' had led them to finally start their own business. The 

owner-manager of Independent Ltd reasoned that: 

Tefore this I was working witb Abby Nafional, .. I bad moved myseff and myfami. 1, Y, to 
North Wales to manage a branch ... when apromodon came u .p 

in London I dedded that 

pell at a solidtors, where I met m I didn't want to move so after a brief s !y exisfing business 

partner .. the dedsion was made to start this business. I 

Notwithstanding these differing reasons behind business start-up, the semi-structured 
interviews emphasised that once the business had been established the entrepreneur or 
owner-management team acted as a driving force, moving the business forward to meet 
its main objectives. This is best illustrated with reference to the owner-manager of HR 
Consulting: 
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The only constraint the business has in terms of achieving its goals is we ... I stmnglly 
believe that any bar7ier to growthfor this business is self-Amidng. ' 

In recognition of this belief, the owner-manager of this smaU service firm argues that his 

need for achievement had ultimately shaped the evolution of the business. Within the 

interview the owner-manager also alluded to the fact that this motivation drove decision- 

making. The need for achievement was common amongst the owner-managers involved 

in the study. Other owner-managers also contended that the motivation to succeed 

always manifested itself in the strategic decision-making process and that in the past 
decisions concerning organisational development and future objectives were closely 
linked to this characteristic. 

It was evident that whilst all owner-managers had a desire to succeed, irrespective of size 

and industrial classification, decisions were also associated with the extent to which the 

owner-manager or entrepreneurial team believed they could make things happen. In this 

sense, it was argued that the degree to which the owner-manager displayed an internal 

locus of control determined, to some extent, the boundaries of a firm's objectives. This 

fact is best illustrated with reference to two firms, Phone Ltd a service related firm and 
Pet Food Ltd a firm operating in the manufacturing industry. The owner-managers of 
Phone Ltd have one clear business objective - to create a saleable product by the year 
2005. To this end, they maintained that: 

Atfirst we were reserved, gratefulfor customers, we were Mnkered .. now [we beAeve] that 

we influence the entironment .. and that ourfate is in our bands. ' 

Conversely, the owner-managers of Pet Food Ltd suggested that they had to make the 
best of any given situation. They felt that they were at the mercy of their industry, which 

was undergoing a number of changes, and hence, their need to succeed was linked more 

to making the best use of their skills and resources and adapting their business to meet 

these changes. In both cases the owner-managers reported that they were strongly 
driven to succeed but it was apparent that whilst the owner-managers from Phone Ltd 
believed that success would result in building a fast growing business, the owner-manager 
of Pet Food Ltd defmcd success more in terms of survival. This was supported further 
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by the owner-manager of Pet Food Ltd who also stated that changes in the pet food 
industry had seen many business closures in the last 12 months. 

It can therefore be argued that the extent to which an owner-manager or entrepreneurial 
team assume that the ultimate success of the business is due to their efforts and activities 

also affects the decision-making process. Again, looking across the axis' of industrial 

classification and firm size, no clear patterns emerged. Whilst larger firms seem to be 

more confident in their ability to pursue their strategic goals, some smaller firms also 
displayed a strong sense of mission. Similarly, the content of these missions varied 

enormously yet the semi-structured interviews did show that the vision of a company did 

exert a considerable influence upon firm decision-making. For example, in many cases 
firms alluded to the fact that they had a range of financial objectives. Smaller firms 

however, tended to be either sales or customer driven and in these circumstances it was 

evident that owner-managers were inclined to shape decisions to meet their objectives. 
A comment from the owner-manager of Accounts Ltd supported this observation: 

pany ... I be#eve that things should he done in aparficular We are a senice driven com 

wa y. 

Nonetheless, these objectives were not confmed to smaller businesses. The belief or 

particular vision of the entrepreneur or owner-management team was also responsible 
for determining the strategic direction of a number of larger firms in the manufacturing 

sector. In one case, the owner-manager of Plastics stated that: 

We have aparticular view of how things should be ... you need to be diffenntjou cant use 
the past as a reference point, jou need to make decisions about now and the future ... I 
believe stmjgyI in thefact tbatjust because its been suceesý(ul in the past doesn't mean its 

, going to vork in tbefuturr. ' 

He went on to say: 

We bring new things to market tbrou 
, gh innovadon and creadviýi ... we are constantly 

looking outfor new opportunides and we alwqZys look at wa 
_ys 

to chase them. ' 
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This sentiment was echoed by the owner-manager of Laser Ltd who commented that his 

company would: 

'Confinue to innovate ... otbervise we mill become a '57ye-too" company reliant on the 

abilio to take business awayfirom cotxpedtors ... ; ve want to create and develop new 

markets and rea4se new o 
. 
pportunides that can't easily, be takenfmm us. 

In addition, objectives were not confined to financial. measures such as increasing 

turnover or innovation. The same things that influenced the decision-making of owner- 

managers in smaller companies also drove owner-managers of medium sized businesses. 

Some companies contended that they were more interested in, and derive more pleasure 
from creating a business that provided employees with secure employment or offer a 

valuable service to customers. What emerged from the interviews was that business 

founders and owner-management teams drove the growth oriented businesses in this 

study. Moreover, as firms grew and experienced change it was evident that these drivers 

were also subject to change and modification. In the case of Timber Ltd the owner- 

manager(s) confirmed that: 

Tle are all mofivated to take the bujinessforward altbougb I tbink we tend to agme that 

our aipirafions bave ebanged accordiq to pretious ebanges. In the beginning it was about 
survival and building u mp n pp rt s .pa successful co ay that would su o our needs. Now it ia 

case of also su pporfing the needs of our staff. 

Interestingly, a number of owner-managers alluded to the fact that decision-making was 
influenced by a paternal instinct to ensure that their employees were cared for. For 

example, the owner-manager of Garden Partnership commented that: 

We make dedsions mitb our staff in mind .. we tbere/ore bave no desire to acbievepast the 
point wbere our needs and the needs of our staff are safiýlied. I 

One interesting observation, in relation to the needs of staff influencing decision-making, 
was that in the majority of cases family owned businesses displayed this paternalistic 
attitude. Whilst this attitude was also observed in interviews with non-family firms, these 
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firms tended to approach the issue of employee satisfaction from a more strategic 
perspective. One owner-manager of the small public relations company, Media, argued 

that: 

'It sounds silly but I'm not that motivated by finandal reward .. I am mom concerned 

about ffg staff not burning out .. what I have achieved is a culture that su os both The 
.p 
p rt 

sodal andfinandal needs of etVloyees and ensures that mgpbilosopby of being good at 

what we do is maintained I 

Furthermore, in the case of HR Consulting the owner-manager contended that: 

P M yi aun gb people means that tbispbilosqpý m ct; po bow I y beliff inpeý(ormance tbmu 

make dedsions 
... 

Wben Ifirst started out, for exaVle, my businessplan lackedfinandal 

pmjecdons ... when asked wby, I repAed that I felt the success of the business would 

iildmateZ, .y 
depend on itspeople. ' 

In both these examples, the owner-managers implied that the decision to create a culture 
in which staff could operate at an optimum level was geared to the primary objective of 

the business. In contrast in the family owned firms, it was evident that this distinction 

had not been made. In many cases, staff in family owned firms were considered to be, to 

all intents and purposes, part of the owner-manager(s) family. Furthermore, from the 
interviews conducted, it was obvious that decision-making in all firms, irrespective of size 

and industrial classification, included employees as a determinant of strategic decision- 

making. 

Risk and 01212ortunity 

The interviews also highlighted that risk and opportunity were also considerable 
influences upon strategic decision-making. All -owner-managers in the sample raised the 
issue of risk. Risk was viewed as a necessary decision variable and the majority of owner- 
managers submitted that their perception of risk always affected their decision-making. 
In some cases owner-managers displayed a positive attitude to risk. In the case of Media 
the owner-manager subrnitted that: 
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'Des 
, 
bite our groming asset base 

... we confinue to see risk in aposifive h, ýbt ... we bave 

grvwn more confident in omr abifi6ý to make dedsions and wefeel that if we bidefivm risk 

we gill also bidefim its rewards. ' 

The owner-managers from HR Consulting and Phone Ltd, who commented respectively, 
also supported this attitude: 

The only risk I bave taken is leating the securio of wbat I already had .. its now up to 

me. ' 

We always consider risk and our e%perience now tells us quickly, what is ri ghtfor us ... we 
enjqy thefact that ourfuture is de 

. 
pendent u . 

pon our next dedsion. 

These two owner-managers ran service-oriented businesses that employed less than 20 

people. Both agreed that their decision-making process was strongly linked to their 

positive attitude towards risk. Interestingly, these supposedly cavalier attitudes to risk 

were not common amongst the other firms in the sample. The majority of owner- 
managers from both service and manufacturing firms maintained that their decisions 

were not always made on perfect information but due to previous success and an 
element of good fortune they were more inclined to make decisions despite uncertainty. 
Some owner-managers also described how in the past they had felt the success of 
previous decisions had been purely down to luck. For example, the owner-manager of 
Sandwich Ltd stated that: 

T tend to think that we can now make things hap 
, 
pen but I am also acutely, aware that 

some, 6mesjom need to get a lucky throw ... in Our bistog we have hadfimes where our 
direction has been dedded ba toss of a coin ... but we have alwa .y _ys 

believed that we do have 

an in jou also have to be r ad, put into ourfuture ... although vy to make the best of any luck 
that comesjour wq . Y. , 

Moreover it was evident that many owner-managers had, over the years, grown in 
confidence in their ability to evaluate risk and minimise uncertainty. Others stated that 
their propensity to take risk had been tempered by past success and the fact that they 
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now had something that was worth protecting. There was also evidence to suggest that 
firms had become prudent decision-makers and were only willing to take risks if there 
was a good chance that they would succeed. This was summarised by the comments 

made by the owner-manager of Timber Ltd: 

'Success has altered ourperre tion of risk and we nowfiel that we have more to lose 6(a 
.p 

poor dedsion is made ... we now only take risks that mill not effect our total business and 

we tend to pick our races to alwa ysgfve ourselves agood chance of winning. 

This view was shared by the owner-managers from Training Ltd and Disaster Ltd who 

submitted respectively that: 

'I'm cerfainly, not adverse to risk ... but I tg and calculate risks ... somedmes there are good 

gyourfiqer in the air. . but there are also benefitsfi-om 
, gains to be gotfivm simply putiq 

,g reseamb. I tbink that wben I started the compaýy I bad less to lose ... but now I'm doin 

not uilling to riýk the compaly on an idea I bad the nigbt before. ' 

We an quite happy to risk the profits to realise o but at the same fime we pporlunides 

won't risk the capital of the business ... we Ake to think we make calculated risks. ' 

At the other end of the spectrum, there were also a number of companies that argued 
that they were risk adverse. Interestingly apart from one firm, most companies in the 
industrial services/construction classification reported that strategic decision-making was 
essentially risk adverse. These firms maintained that decisions that contained 

unacceptable levels of risk were discarded. In addition, they reported that this attitude 
had often led them to introduce mechanisms that reduced risk taking. In one particular 
case the owner-manager of Rig Ltd stated: 

We minimise risks tbrougb ourprocesses ... we can take risks but we tg and measure it, 

wet,, ýb up tbepms and cons. ' 

Risk aversion however, was not restricted to businesses in the industrial 

services/construction classification. In terms of notable differences between firms or 

181 



Chapter 8: Semi-Structured Interviews - Results and Discussion 

differing sizes, it was observed that in general, larger firms commented that they had 

reached a point at which they were happy to take calculated risks that did not damage the 

asset base of the business. The owner-manager of Finance Ltd submitted that in his 

firm: 

'Risk is geared to the business [objetfivej and there is a more sdenfific a .p 
prvacb to risk 

assessment .. we tg and back idnners and make sure we recover any investment as quickly 

aspossible ... opportunifies that offer us these twofactors are considend veg attractive. ' 

The owncr-manager of Food Ltd corroborated this view: 

'[Fhere is] always danger in pursuing too many opportunifies because there is a tendeng to 

takeyour ye off the hall... we bave to be disciplined and not take unnecessag risks ... we 

can no longer be iVu&ve but need to be more scienji . 
fic, ' 

In contrast, some smaller sized firms felt they had little to lose from taking risks and they 

reported that their confidence grew as they reaped the reward from taking risks to 

develop the business. In fact, the owner-manager of Network Ltd suggested that taking 

risks could be compared to asking a girl to dance: 

We have taken risks, but as we bavegrown we have become morv confident in taking 

these dedsions. I suppose its like asking a girl to dance, if she saysjes, then you kee 
,p 

askingprelder andpretlier ones unfil such time as one says no. ' 

Overall, it was apparent that firms willing to undertake risk were also the firms that 

reported that their business objectives were driven more by the pursuit of opportunity 
than the resources currently controlled. In this respect, the influence of risk upon 
decision-making could be divided into two categories. In cases where risk was viewed as 
being a considerable constraint, owner-managers maintained that they were more 
conservative in their approach to exploiting opportunities and driven and often restricted 
by the need to secure further information to reduce uncertainty. Conversely, owner- 
managers who argued that they had become more 'risk-friendly' or possessed a positive 
attitude to risk were more likely to employ methods and knowledge that had assisted 
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them in the past to evaluate the risk and rewards associated with particular opportunities. 
Notwithstanding these two differences, evidence from the semi-structured interviews 

suggested that risk and opportunity exerted a considerable influence upon firm decision- 

making. 

8.2.1.2 Background and Experiential Influences upon Decision-making 

The interviews also highlighted that there were a number of background factors that 

influenced the decision-making of firms in this study. These could be conveniently 

organised into two broad categories - demographic factors and experience. Evidence 

from the interviews suggested that whilst previous experience contributed significantly to 

decision-making, demographic influences, with one notable exception, were generally 

considered unimportant in terms of their impact upon the strategic direction of firms 

involved in the research. 

Demographics 

Following on from the concept of risk and opportunity was the influence of age upon 

decision-making. Apart from this factor, owner-managers did not feel that their 

background demographics substantially influenced the strategic direction of their firm. 

The only exceptions were two family-owned firms in which business aspirations were 

inextricably linked to the needs of the family. In the case of Hotel Partnership, the 

owner-manager stated that there were considerable differences between what he would 

like to do as a business person and what he would actually do as a son, husband and 

father. For example when talking about the future of the business the owner-manager 

commented that: 

While therr is a need to succeed, this need does not extendpast tbeprimag mofivadon 

.y secuir tbefuture of thefamýl, bebind starfing this business wbirb is to basicall, Y. 

The owner-manager of Garden Partnership echoed these sentiments arguing that: 

su ppose we are motivatedpeople but not to the extent to mhere we want to be rieb ... weJust want to be 

co mfo rta b le ... #we become millionaires than so be it ... but success is not about mongfor us but ratber 
providingfor thefuturr of ourfamiyl and our staff. ' 
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In these two cases, it was evident that the need of the family was an overriding 
consideration, exerting a substantial amount of influence upon decision-making. 

Returning to the demographic factor of age, it was acknowledged by a number of owner- 
managers that their age had severely affected their overall aspirations for the business. 

The owner-manager of Consultancy Ltd went as far to say that: 

We are now more motivated ýy the pay packet wbereas in the beginning we mere veg 
mucb more client driven ... our aspiradons are restricted to that ofpIanniq our retirement 
andpassin ,g the business on to our children ... wejust want to eam enougb to support our 
standard of Avin g. 

This was a common theme amongst the older owner-management teams and 

entrepreneurs and it is reasonable to conclude that there seems to be a relationship 
between age and the aspirations of the owner-manager. Evidence from these interviews 

suggests that as o. wner-managers or entrepreneurial teams grow older, there is a 
noticeable change in their business aspirations, which ultimately influences the decision- 

making process. This can be illustrated with reference to Accounts Ltd, which is 

currently owned and managed by two individuals. One owner-manager is considerably 

older than the other is and consequently there is a degree of conflict as to what direction 

the firm should take. In fact, the older owner-manager stated that: 

As pirafionsfor tbefuture differ somewbat because of our ages. He wants to continue to 

make the business mork better and Ijustfeel that its fime to Put fqgfeet u .p and enjg the 

reivards of our success. ' 

The effect of age upon decision-making was also highlighted by the owner-manager of 
Independent Ltd who reported that age constantly frustrated decision-making. In this 
sense, he argued that when he was younger he felt like he had plenty of time to put right 
any mistakes he made but as he got older he felt that he had more to lose and that any 
mistake could result in lose everything that he had achieved: 
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We still take risks although age has certainly bad an adverse effect. Wbenjou arejoung 
jou have fime toput things right ... now I have the wealth there arr other things that need 
to be taken into cansideradon. ' 

Unlike age, education did not seem to exert much influence upon the decision-making 

process. The majority of owner-managers suggested that whereas education provided 

them with some information about various practices that could be used to manage 

growth, most of their business education occurred after starting the business. In one or 

two cases however, owner-managers did submit that education had proved to be an 
important factor, influencing decision-making in terms of providing them with valuable 

technical know-how. Nevertheless, it was apparent that, in the majority of cases, 

education was not a major influence upon decision-making. For example, the response 
from the owner-manager of Design Ltd echoed the sentiments of other interviewees: 

Mj educadon gave me a start in the industy ... but my industrial experience bas since 
proved invaluabýe in making strate gic decisions. 

Experience 
One of the most notable observations was that in almost every interview owner-mangers 
contended that past industry experience had a significant impact upon decision-making. 
During all but one of the interviews, owner-managers reported that they had gained 
previous experience of their respective industries. Furthermore, the decision to start the 
business was linked to this experience and in cases where the owner-managers had 

started the business due to a particular opportunity it was evident that the opportunity 
had been formulated from industry experience and knowledge. For example, when 
talking about why the decision had been made to start their business, the owner- 
manager(s) from Timber Ltd commented that: 

We all had a desire to start our own business and impose our vision upon the industly. 
In The end the dedsion to make ago of it was borne Out of OPPOrtunio and an element of 
dissadyacdon. ' 
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This rationale was also cited by a number of owner-managers acros's the different 

classifications of size and industry. Moreover, the owner-managers interviewed all 

alluded to the fact that previous industry experience had a significant impact upon the 
decision-making process. Many contended that their business was organised from their 

understanding of the industry and that when decisions were made, they were made in 

response to their perceptions of their industry based on previous experience. I'his was 
highlighted by the owner-manager of Crane Ltd who stated that: 

We coiVete in a harsh industg ... our experience and knowledge of how the industly 

operates has stood us in good stead and has enabled to make informed dedsions about the 
firm 'Sfulurv. I 

Within the context of previous industrial experience it was also evident that the 

knowledge acquired whilst working in a particular market or industrial sector had been 

utilised by owner-managers in deciding the strategic direction and scope of their firms. 

In the case of Independent Ltd, the owner-manager submitted that the decision to start 

the business was due in part to a growing realisation during salaried employment that 

consumers wanted quality advice and choice. He also argued that this knowledge had 

essentially determined the basis on which his firm would compete with incumbent firms 

and still remained at the heart of his firm's competitive advantage: 

Yt was apparent that customers were demanding cboice as well as quali-O. My old 

emplqyer didn't want to offer it ... so this and a desire to stay wbel? I was prompted me to 
take theplunge and start this business. ' 

Most of the owner-managers interviewed commented that in addition to having 

industrial experience they had also secured a wide range of management skills during 

their time in employment. Some owner-managers reported that they had previously 
occupied management positions that involved running a small or large company whilst 
others had acquired more specialist competencies. These specialist skills include 

marketing, sales, human resource management and technical expertise. 

From the interviews it was observed that owner-managers in the three broad industrial 

sectors identified in this study utilised different skills. For example, within the service 
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sector, owner-managers reported that skills that enabled them to the deliver a quality 

service were of great importance. In general, these owner-managers contended that 

previous marketing, sales and personnel or human resource management experience had 

been utilised in the formulation of business strategy and organisational development. 

The owner-manager of Media provided confirmation of this fact: 

'I amfrom apublic relafions and markedng background .. and as a result I must concede 

that I bave tended to look for business in this area and make decisions based upon this 

experience. ' 

In contrast, owner-managers from the industrial services/construction classification 

reported that the overriding success factor in their industry related to the ability of a firm 

to build good relationships with clients and customers. Consequently, it was submitted 

that interpersonal skills were highly valued. The owner-manager of Contractor Ltd 

expanded on this point, stating that: 

'In our indusfg, ajob is canied out by a number of diffeirntfirms ... We, ourselves use a 

mide range of subcontractors to do the work we are unable to do ... our rrputadon is 

g sure tberefore dependent upon effectiveyl managing this coffolex arrangement and makin 

that we maintain a good working relafionsbo ailb all concerned 

Owner-managers from manufacturing firms however, suggested that their experience 
had to cover all elements of the production process. These owner-managers cited an 

extensive range of skills that they had gained from previous experience. These skills 
included fmance, quality control and total quality management. 

In addition to industrial and management experience, a number of owner-managers 

reported that previous firm ownership and prior experience of starting and running a 

small business also exerted a considerable influence upon decision-making. In this sense, 
they maintained that practices that had served them well in their previous venture were 
often incorporated into the company whilst processes that had proved to be of little 

value were usually rejected as decision-making tools. Owner-managers also suggested 
that as their business developed they had improved their understancling of practices such 
as financial management, marketing and sales and learning what management tools could 
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improve strategic decision-making. This was highlighted in a number of interviews but 

most notably in the interview with Timber Ltd: 

. 
pedalising in e ain as e ts of he business ... one of us .Pct 

'So far we have found ourselves sc rt 

concentrates onfinancial management, one on marketing and the other on operations. Wle 

can't say that we bad these skills before we started the business but we can sqU that up to 

,p 
proach. ' now we have been able to adopt a learn as we go a 

In general, it was evident that owner-managers in this sample of interviews 

acknowledged the importance of previous industrial and managerial experience. Perhaps 

unsurprisingly, this experience was related to the industry that their firm currently 

operated in. Furthermore, observations made from the data seem to confirm that the 

skills, knowledge and competencies of the owner-manager or entrepreneurial team 

influence strategic decision-making. Previous self-employment and management 

expertise was also considered by owner-managers to contribute to the decision-making 

process. Moreover,. experiential learning was cited as an important factor in determining 

the content of decision-making. In other words, it can be surmised that the experience 

and skill sets of owner-managers are dynamic and are subject to temporal change. 

Conversely, education and other background factors did not seem to have a significant 

impact upon decision-making in the firms interviewed 

8.2.1.3 The Influence of Group Dynamics upon Decision-Maldng 

Sections 8.2.1.1 and 8.2.1.2 have discussed the impact of certain characteristics upon the 

strategic decision-making of growth firms in Wales. The interviews also highlighted that 

in cases where businesses had more than one owner-manager, the decision-making of the 

firm was also influenced by a number of 'group dynamic' factors. For example, in the 

case of Design Ltd, one of the owner-managers had gained considerable management 

experience in managing a number of companies. In contrast, the other owner-manager 

possessed specialist expertise in design and print. This 'marriage' had provided the firm 

with a good managerial base in which one owner-manager focused upon the creative and 
day to day side of the business and the other was left to consider firm development and 
business strategy. 
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This kind of relationship was regularly observed during the study. It was made clear 
during the interviews that the interaction between members of owner-management team 

was a key determinant of business development. It was also evident that within each 
firm, there was constant pressure to meet the needs of all owner-managers. Where the 

owner-management team shared a common goal such as in the case of Phone Ltd, the 

dynamic further assisted the achievement of business objectives: 

My know-bow and tecbnical knowledge combined ititb bisfiair and abilioi to generate 
ideas means that we are totally, involved in the business and totally committed to aebieving 

our overTiding business objecdve. ' 

Perhaps surprisingly there are no instances where the objectives differed significantly, 
from owner-manager to owner-manager. Nevertheless, owner-managers that were part 

of an entrepreneurial team were quick to point out that compromises had to be made 

between the personal aspirations of owner-managers and the objectives of the firm. 

Thus, in many cases either the objectives of the firm or the aspirations of owner- 

managers had superseded one another. Of particular interest was that in a number of 

cases, owner-managers stated that fundamental differences had turned out to be central 

to overall success. The owner-manager of Plastics Ltd explained that: 

We are 70% similar, but it's the 30% difference that makes it work. [My Partner] is 

thefastfly, lets do it y wbo says bold on, lets look at 
_ope. 

On the otber band, I'm the gý 

this more closely, ýpie. ' 

This relationship was quite prevalent and many owner-managers contended that these 
differences had turned out to be significant in terms of developing a successful business. 

Another example of this relationship was illustrated by the owner-manager of Accounts 

Ltd who contended that the differences between himself and his partner had been 

instrumental to firm success. In this sense, he argued that his impulsiveness and risk- 
taking had been tempered by his partner's scientific approach to assessing opportunities 
and in contrast his motivation to succeed forced his partner to always consider 
alternatives: 
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7 tend toprovide the drive, the tision andAke the thrill of the chase ... mypartner is more 
sdenfific, practical, ana! ydcal and conserradve and in the past be has often been described 

y others as m y cold shower' b 

Notwithstanding the fact, that these relationships were often viewed as being beneficial 

to firm growth and development, it is pertinent to note that in situations where an 

owner-manager enjoyed a majority shareholding, the aspirations of other owner- 

managers were sometimes discarded. For example, the owner-manager of Media 

submitted that: 

, gb dedsions arr taken T have a 90% share of the business and the board has 10%, althou 

to the board I have the power to ovenide the dedsion if I think the dedsion mill take us 

awa yfrom my vision. ' 

This dominance was also evident in a number of larger companies in which one owner- 

manager enjoyed tl-ds power. For example, the owner-managers of Laser Ltd and 
Finance Ltd who both reported that their majority shareholding always exerted a 

significant pressure on the strategic direction of the firm: 

ya central rvI, g Laser Ltd. Y am the x, ýoriýy shareholder and therefore I pla e in deddin 

wbat tbefirm does and its overall direcdon. ' 

Finance lid. 'wbilst their are a number of minoriýv sharebolders, tbeprindpal sharrbolder 
is the real driver bebind The company andgives the business its direction. ' 

Overall, there was little difference between the group dynamics of the smaller and larger 

firms in this study. In addition, the interviews confirmed that there was a considerable 
degree of heterogeneity between the competencies, aspirations and experience of owner- 
management teams. In general, evidence from the interviews seemed to confirm two 
things. Firstly, in the majority of cases these differences were considered conducive to 
strategic decision-making. Thus, owner-managers were aware that differences in 

personality, background experiences and skills usually led to more informed and balanced 

decisions. Secondly, despite this recognition, in cases where one owner-manager had the 
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advantage of possessing a majority shareholding, they were not averse to exercising the 

rights associated with this power to override consensual decision-making in favour of 

their own aspirations or to ensure their vision remained intact. 

8.2.1.4 Internal and External Factors that Effect Decision-Maldng 

Market fluctuations impacted upon the decision-making of all firms. Moreover, the 

extent to which firms felt they had the ability to successfally realign activities to maximise 

opportunities also exerted a considerable influence upon the strategic direction of firms 

in this study. Whilst at first glance there seemed to be some resigned acceptance of 

varying market demand, legislation and macro economic effects on the relative success of 

the business, all companies had a positive outlook on how change could benefit and 

enhance current activities and operations. For example the owner-manager of Pet Food 

Ltd submitted that: 

pt that the indwstg is chan g ... the fact we have so far survived this We have to acce ghl 

pbeaval and know wherv the industg is beading means that we can assess where this u 

, 
pany should be heading and what it should be doing. ' com 

Several companies cited problems with customer dependency and in particular, Food Ltd 

reported it was tied exclusively to a large retail multiple and thus decision-making in this 

firm for example, was invariably linked to satisfying this need. In contrast, other firms 

who submitted that customer dependency was a major factor in determining strategy 

stated that they were currently looking at ways to decrease dependency through the 

exploration of new markets and attracting new customers. 

A problem faced by all firms regardless of size or industrial classification was the extent 

to which they felt confident in their ability to effectively utilise resources to match 

environmental change. All cited management and labour as capabilities that had to be 

considered when making decisions and if these resources didn't exist, then these short 
falls were often perceived to be detrimental to a firm's competitive advantage. This was 
highlighted respectively by the owner-managers of Recruitment Ltd, Pump Ltd and 
Independent Ltd: 

191 



Chapter 8: Semi-Structured Interviews - Results and Discussion 

We are in the business of labour, #we can'tfind suitable managementpeoplefor ourselves 
it seems unlikely that we mill be able to acbieve tbisfor otbers. ' 

ple lack The ski& that we need .. we bave bad to look at recmidngpeople uitb the 'Peo 

", ýbt atdtude and then bring them up to standard on tbejob to meet oar aspirafions. ' 

, gardless of The right staff arr so hard tofind .. ourpoUg is to take on all thegood ones rr 

whether we need them or not ... we aregrowth oriented and therrfore my philosopbj is ... we 

uill need tbem. ' 

The cost and availability of finance whether from internal or external sources was also a 

significant constraint on decision-making and the meeting of future objectives. All 

owner-managers suggested that the lack of suitable capital was a considerable constraint 

to pursuing future growth. This was highlighted by the comments of the owner- 

managers from Laser Ltd who argued that: 

Y bavegreat ideas and need to develop them ... but the lack of seed capital is a perpetmal 

nightmamfor this company. ' 

This sentiment was shared by the owncr-manager of Electrical Ltd who contended that: 

y have enough cash to do certain things ... It's a case of dedding Lvbat 'Its siVIe ... I onl 

parts of the business need the investment most 

In the case of larger firms there seemed to be some agreement that decision-making was 

more consensual than it was at inception. In this sense, owner-managers argued that 

they had allowed a number of people to enter the decision-making process. Nonetheless, 

firms like Plastic Ltd and Crane Ltd, despite their size, had kept any negative impact of 

consensual decision-making to a minimum through careful management implementation. 

Crane I id. 'If too many people become part of the decision-making process it Mill become 

cumbersome and unruly, ... wbat I don't want is one big committee ... after all wben bave 

you ever beard of a committee making a decision. I 
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As a result the decision-making process in firms employing more than 50 people tended 

to be more involved. This factor had led a number of firms to experience conflicts as to 

the best way to achieve company objectives. Regardless of this fact, it was evident that 

whilst the decision-making process arguably took longer, owner-managers submitted 

that subsequent decisions were invariably better informed. Moreover, in all cases the 

ability to override decisions still rested with owner-managers although all showed a 
degree of reluctance to undermine what they, themselves, had implemented and 

established over time. In all cases and in recognition of what they had achieved in terms 

of job creation, employee welfare and the motivation of employees was also a factor that 

often entered the decision-making process of firms involved in tl-ds study. All 

recognised the importance of others in achieving personal and company objectives and 

it was apparent that efforts had been made by all firms to improve the skills, motivation 

and commitment of staff at all levels of the organisation. This was particularly evident 

in the service sector with most firms citing the ability and capability of staff as 

considerable influences upon decision-making. There was however, a notable difference 

between businesses that could be classified as 'family owned' and those that could be 

considered 'professional' firms. Both types of firm wanted to employ staff with the right 

mix of skills and experience, but professional firms tended to view employees as a 

potentially valuable resource. In this sense, owner-managers of professional service 
firms contended that decision-making reflected the fact that the capabilities of staff 

could be expanded. In contrast, owner-managers of family run firms viewed the 
inadequacies of staff as a considerable constraint upon decision-making. Nevertheless, 

all firms, irrespective of size and industrial classification maintained that decision-making 

was shaped by the ability to recruit and retain the right people. 

Finally, it was observed in the interviews that larger firms were more concerned with the 

activities of competitors. Whilst all owner-managers commented upon the importance 

of maintaining a strong competitive position, owner-managers from firms employing 
more than 20 people seemed to be more aware of competitor action. For example, the 

owner-manager of Design Ltd argued that: 

Thefirm is more aware of its compedtors now ... and tby are more aware of us. ' 

193 



Chapter 8: Semi-Structured Interviews - Results and Discussion 

Moreover, owner-managers from firms employing more than 50 people such as Finance 
Ltd, Crane Ltd, Medical Supplies and Plastics Ltd demonstrated that they all possessed a 
comprehensive understanding of their markets and were knowledgeable about direct and 
indirect competition. 

In conclusion, it was apparent that in addition to the personality characteristics, 
experience and group dynamic factors identified in sections 8.2.1.1,8.2.1.2 and 8.2.1.3, 

there were also a wide range of internal and external factors that influenced the strategic 
direction of growth firms participating in this study. Furthermore, in general these 
influences were consistent across the classifications of size and industry. 

8.2.2 Why Management Practices are adopted by Growth Firms 

Evidence from the interviews discovered that there were many reasons behind the 

adoption of management practices by growth fmns. The owner-managers interviewed 

described a number of management practices that had been implemented over the life 

span of their businesses ranging from budgetary control to formalised planning. The 

motives behind the adoption of certain management practices however, could be divided 

into three broad classifications. Firstly, the rationale for the introduction of certain 

management practices was derived from the past experience and background knowledge 

of the entrepreneur or owner-management team. Secondly, management practice 

adoption could be linked to the need to manage the growth process. Finally, owner- 

managers suggested that some management practices had been introduced specifically to 

assist the evolution of the firm. 

8.2.2.1 Past Experience of the Entrepreneur/ Owner-Management Team 

During the interviews it was apparent that previous experience was declared as one of 
the main reasons behind the adoption of certain management practices. In addition, 
there was also evidence to suggest that whilst these reasons did not differ between the 
relative sizes of a firms, the type of industry that the firm operated in was responsible, at 
least in part, for the type of practices implemented by owner-managers. 

In the industrial services/construcdon classification, a number of owner-managers 
argued that the main reason behind the introduction of certain practices could simply be 
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attributed to their past experience. Within the context of this industrial sector, practices 

aimed at improving and building relationships with customers and suppliers were 

regularly cited as being a prerequisite of success. The owner-manager of Rig Ltd stated 

that: 

T have kamt that in this businessyou make deals aitbpeople not companies ... I have 

therefore made sure that any praefices that have been intmduced have been developed nilb 
this in mind. ' 

This was supported by a number of other owner-managers in the industrial 

services/construction classification. For example, the owner-manager of Contractor Ltd 

argued that: 

T dedded that this coVany was about relationsbos ... this bas meant that I bave tried to 

yn incotporate this beUef in tbepracfices that I have had to introduce as m cotxpa j bas 

developed 

Other owner-managers of firms in this classification went on to say that quality assurance 

related practices had served them well in the past. Moreover, they contended that the 

ability to continually maintain a certain standard was very important to on-going success. 
A few owner-managers went on to illustrate that the decision to incorporate these quality 

assurance practices had been based upon previous experience. The owner-manager of 
Engineer Ltd commented that: 

T kadpirvious experience of ISO POOO ... wben I dedded to start my company it was one 

of thefirst tbings I wanted to introduce ... Ifelt that it bad worked welljor myprevious 

empAyer and saw no trason wby it wouldn't workjor me. ' 

The issue of past experience in terms of building relationships was also illustrated by a 
number of owner-managers of service and manufacturing firms. These ownef-managers 
cited that their background in the service industry has led them to implement 

management practices that sought to improve customer service. The owner-manager of 
Computer Ltd characterised this perspective when he concluded that: 
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For me its alwa ys been about the customer .. this is sometbing I believe strongl in and my 
.Y 

previous experience in this industy as a seriice engineer confimed that I was H& In the 

beginning I wanted to prove this so when it came to dedding bow to develop this compaqzy 

through management this experience meant that all gstems xere developed nith the 

customer in mind. I 

In addition to the experiential reasons behind systems of quality and building customer 

relationships, the owner-manager of Crane Ltd suggested that one of the management 

tools that he brought to his business was the importance of setting and measuring 

objectives. 

T think That I was the main force behind the adopfion of making smrr we set 

oýiecdves... pretious experience told me that t)lwe didn't set objecdves we were likely to lose 

our wa y. ' 

The importance of past experience in determining the adoption of management practices 

could also be seen in firms operating in the manufacturing and services industry. The 

owner-manager of Phone Ltd contended that: 

ys used business and markefingplans ... the reason behind this is That I We have alwa 

comefivm a management background in a laqe telecommunications company where these 

Min 
, gs were done m6giousyl. 

This owner-manager went on to say that his experience had given him the view that in 

order to be successful and achieve the growth objectives that he and his partner had set 
for the business, the introduction of professional management practices would also be 

important: 

,gmP 
We quickly realised that we would bave to introduceformalised mana e ent rac ces o 
beo us grow and meet oUrPrimay objective of buildin 

,ga saleableproduct. 
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Other owner-managers of service oriented firms argued that they had always seen 
professional management as a perquisite for success. The owner-manager of Media 

suggested that: 

T always believed That this cot*any should be run as a larZefirm 
... I comefrom a large 

company and have ttied to alwa ysput mana , gementpraefices in place regardless of our size. 
A cfing kke a big company has stood us in good stead ' 

This was a commonly held view across all size and industry classifications. There seemed 

to be a great deal of consensus that management practices such as formalised business 

planning used by what were to perceived to be larger companies also had some use to the 

smaller firm. The owner-managers from Laser Ltd and Pump Ltd commented that their 

previous management experience had taught them the value of these practices and as a 

result they had always tried to incorporate these practices into their firms from the very 

outset. The owner-managers from Consultancy Ltd, HR Consulting, Sandwich Ltd and 
Medical Supplies 

, 
provided further evidence that previous experience was a key 

determinant of management practices adopted by growth. For example, the owner- 

manager of Medical Supplies stated that: 

Tbefact that I comefrom afinandal manqgement background meant that I was keen to 
introducefinandal measures that could tell me wbetber I was meedng the objec6ves that I 

had set. I 

In all four cases, the owner-managers contended that their desire to grow had led them 
to introduce management practices before they were actually required. A few owner- 
managers however, adopted a different stance in relation to the adoption of management 
practices concerning business planning and objective setting. The owner-manager of 
Disaster Ltd argued that he had been brought up in the company which had always had 

an opportunity driven culture. This experience, meant that when it was time to succeed 
his father at the head of the company, he had found no need to introduce business 
planning: 
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Tle have never setparlicular objectives ... insteadme look close# at op . 
portunities That exist 

and dedde wbicb ones we are going to target ... given any resources constraints that we ma y 
bave ... I tbink it would be difficult to run the business any otber way. ' 

TI-ds owner-manager went on to clarify this statement by saying that in the business of 

assessing the impact of disaster for insurance companies you couldn't realistically expect 

the company to target a certain number of disasters that may or may not happen. 

Instead, he argued that the company had to be geared to compete for the largest market 

share of the disasters that did happen. Similarly, one owner-manager of Pate Ltd argued 

that she had no previous experience of her industry and had to rely on instinct. In this 

sense, she contended that in the beginning, management practices had been introduced 

to fit her vision and to make sure the company developed within these boundaries: 

'One thing that I have #ied to do is involve my staff in the dediion-makingfi-om the start. 

After all it is their livelibood too. ' 

In this sense, the owner-manager maintained that she had always believed in people and 

felt that given the chance, empowered employees would be secure the long terms success 

of the business. The importance of vision was also highlighted by a number of owner- 

managers from differing industries and firm size groupings. The owner-manager of 
Recruitment Ltd stated that: 

This company has alwa ged in line nith my tision of the industy. ys been mana 

This was supported by comments made by the owner-managers of FIR Consulting and 
Pump Ltd who commented respectively that: 

"Some of the managementpraefices I bave intmduced not only, reflect my pretious experience 

of the industg but bow I Mink the industg sbould be. ' 

'I have always believed in the abilio of people and I have made sure that open 
communicadon cdsts here ... we want all our employees to know what we are doing and 
why we arv doing it. ' 
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These statements also implied that these owner-mangers felt that people were significant 
in terms of business success. In fact, many owner-managers stated that previous 

experience had illustrated the importance of involving employees in firm development 

and decision-making. Some owner-managers, such as the founders of Timber Ltd cited 
frustration as an employee as a motivating factor behind introducing an open 

communication system: 

Vle allfelt that when we were workiq, we had good ideas that often went unheard as 

, gementfelt we shouldjust be doiq ajob. This wasfiwstrafing- Wben wefinally, mana 
decided that it fime to prove that we werr right, we all decided that we wuld communicate 

Aitb our staff and make sure thy knew tbg could talk to us ... It has ; vorked well but 

there is roomfor im provement 

A few owner-managcrs however, had organised their firms and limited the introduction 

of management practices to ensure that their vision for the company remains intact. 

Others had looked at ways to implement practices that allowed the right culture to 

develop in order for the firm to remain successful. In both cases, these owner-managers 

cite previous experience as a possible reason behind these decisions. For example, the 

owner-managers from Media, HR Consulting and Recruitment Ltd all suggested that 

their previous experience of their respective markets or industry were primary forces 

behind building particular organisational structures. In contrast, the owner-managers 
from Crane Ltd and Hotel Partnership contended that, as a consequence of previous 

experience they had limited managerial development so that the decision-making process 
didn't become unnecessarily confused. 

On the whole, the semi-structured interviews illustrated the importance of previous 

experience and competencies in the determination of management practices in Welsh 

growth firms. Management practices such as business planning, formalised decision- 

making, open communication, customer services and quality control could all be 

attributed to the preferences of owner-managers. In addition, it was evident that the way 
in which a company developed was also dependent on these preferences. Some owner- 
managers maintained that previous beliefs and experience had led them to organise their 
business professionally whilst others commented that they had simply taken their 
understanding of their respective industries to ensure success. In all cases, the fact that 
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these firms had grown, irrespective of size or industrial classification, suggested that 
industry experience, however it has manifested itself, was a significant determinant of 

what management practices were adopted by these growth firms. 

8.2.2.2 The Introduction of Management Practices to Manage Growth 

The owner-managers interviewed as part of the semi-structured interview stage also 

contended that the rationale behind the introduction of certain management practices 

was to facilitate and manage the growth process. During the interviews a variety of 
different practices were discussed but it was evident that these practices had been 

introduced for the specific purpose of managing growth. These practices could be 

divided into two main categories. These were the utilisation of planning and control 

management practices and the implementation of financial reporting techniques. 

Planning and Control 

Probably the most significant reason for the introduction of management practices was 

the need for more formalised planning and greater control as firms started to grow and 

evolve. In this sense, it was observed that there was a relationship between the size of 

the firm and the degree to which planning and control had been formalised. In all cases, 

the owner-managers reported that their rationale for the introduction of these practices 
had been to implement management techniques that enabled them to manage growth. A 

number of owner-managers from the larger firms such as Recruitment Ltd, Crane Ltd 

and Plastics Ltd all commented on the importance of setting up control mechanisms that 

allowed them to effectively manage the business remotely. These control mechanisms 

varied in their sophistication but were all geared to ensuring that despite the owner- 

manager's lack of direct impact, the firm would continue to operate efficiently. For 

example, the owner-managers from Recruitment Ltd and Plastics Ltd both contended 

that one of the reasons behind the implementation of the ISO 9000 standard was to 

make sure that the activities of others were consistent across the business. 

Plastics Lid: The use of ISO . 9000 bas meant that we are more confident that 
operational activities are meefing are requirements ... there is no longer a needfor us to be 

so headly, involved in maintaining quali6,. ' 
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In addition to practices such as ISO 9000 to help the business meet a consistent standard 
in terms of operation, many of the larger firms in the study also suggested that the use of 

management information systems had also assisted the growth process. The owner- 

manager of Crane Ltd reported that the formalisation of information had been a major 
factor in enabling the company to manage its growth: 

We baveformalised thepmeess ... once a dedsion has been reached ystems allow it to be 

communicated throughout the organisadon and operadonal contrvIs ensure that the dedsion 

plemented quick. 1y ... we are now at a size where we need to do this ... we need to is im 

manage the business remotelyk Management informadon ystems are in p)ace to let us do 

this and we feel that these prac6ces give us a quick overview of what is ba 
. 
ppening in The 

company. In a way I suppose we have delegated the task of informadon retrieval in order 
to concentrate on thefuturr of the business. ' 

From this statement it was apparent that the owner-managers of Crane Ltd had 

implemented an information system through delegation and the introduction of various 

systems to assist the development of the company. Moreover, a number of larger firms 

such as Medical Supplies, Plastics Ltd, Finance Ltd and Recruitment Ltd had undertaken 

similar formalisation processes to improve the flow of information throughout their 

organisations. For example, the owner-manager of Medical supplies stated that: 

, gementiformatio . ste sand quali-O standards like ISO 9000 bave been crucial %fana n ny x 

. 
pjour ge on to our success ... asyour company grows it becomes increasingyl djkult to kee 

.p all the balls in The air by_yourself evegtbing ... Youjust can't kee 

The practice of introducing planning and control practices to manage the growth process 
however was not restricted to the larger firms in this study. Several owner-managers 
from smaller firms implied that the process of managing information and maintaining 
consistency were important issues for their companies as they tried to manage the 
growth process. The owner-manager of Network Ltd discussed how he was just starting 
to introduce mechanisms and procedures that would standardise work practices and 
reporting systems: 

201 



Chapter 8: Semi-Structured Interviews - Results and Discussion 

We arv now of the site wherv I can't do evegthhIg and check up on what is being 
done ... I have intmducedfiedback mechanisms, standardprocedurvs and tried to crvate an 
information ystem that means I can manage the businessfrom this office. ' 

It was evident from this and other comments that as their firms evolved, owner- 

managers were looking at ways in which they could effectively manage growth 

transitions. For example, owner-managers from both the smaller firm size 

classifications stated that they were being put under increasing pressure to look at ways 

of controlling their companies. In one case, the owner-manager of Design Ltd argued 

that: 

We have started to look at siandardisadon as a means of control and we have already, 
intmdaced a standardprVeedure to deal mith all new business ... in the beginning [fly 

. 
partners and I] could deal mieh new customers and run the business ... I think thy would 
botb agree That this is becoming increasingý difficult. ' 

This viewpoint was supported by a number of owner-managers and was best illustrated 

by the owner-managers from Laser Ltd and Rig Ltd who commented respectively that: 

The compan y has ISO 9000 so that takes care of qaaliýy and making sure we 

consistently, meet a predetermined standard .. we also have management rrporling and 

communication gstems to make surepeople know wbat we are doing and wby we are doing 

it ... We arr now in the prvcess of mpgrading our infomadon ystems so management can 

tell us what is happening. ' 

We have introduced more jormalised Procedums to measurr our performance and the 

extent to mbicb we meet our tar gets ... we have also looked towards ISO POOO as a means 
of improving StTideng and improve working Praefices and service deliveg througb 

standardisation. ' 

These statements suggested that there had been a need to continually update the 
mechanisms that control the activities of the firms and provide information to the top 
management team. It also implied that the owner-managers were aware that in order to 
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manage growth there was also a need to communicate in both directions. In other words 

whilst information flow into the decision-making process was important so was the flow 

of information from this forum to the different parts of an organisation. 

Closely related to the issue of information and control was the observation that the 

majority of firms interviewed had formalised the planning process. In tl-ds sense, many 

owner-managers reported that they had found practices such as business planning 

invaluable as they attempted to develop the organisation. The degree of sophistication 

like other planning and control techniques seemed to vary with size. For example, the 

owner-manager of Food Ltd, employing over 200 people contended that: 

We bave had to formaUse our business planniq acdtides as we havegrown ... it is no 

,ga ed Ion gs on an informal basis ... if it is discussed and a strate 
, gerpossible to keep thin grr 

then it is minuted and added to our businessplan. 

On the other hand, the owner-manager of Hotel Partnership, which employed 35 people, 

stated that: 

We don't need a formal planning prveess and we don't feel The need to document 

evegthing ... we make a decision and it is communicated to our staffpersonally., 

Nevertheless, it was observed during the course of the semi-structure interviews that the 

majority of firms had opted for formalised planning procedures as a means of managing 

the growth process. In many cases the degree of formalisation was related to size and 

also the extent to which other practices impacted upon the decision-making process. 
The owner-manager of Pate Ltd reported that: 

We baveformalised tbeplanningprveess and now document our strategies. Webavealso 

used IT 17nformation Tecbnologv] to implement management information Ustems which 

also pmvide addifional data on things like business measurables and soft issues such as 
customers and sappliers. ' 
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Once again this statement not only illustrated the need to introduce formal planning 

practices to manage growth but also the need to improve the decision-making process. 

Finance and Financial Managemen 

Within the context of formalised planning and improved management information, the 

majority of owner-managers reported that one of the main improvements that had been 

made to manage growth was the implementation of financial management and reporting. 
In this sense, many of the rationales behind the introduction of planning and control 

practices related gpecifically to the management of finance. It was evident that, 

irrespective of size or industrial classification, that many owner-managers saw tighter 

financial control as an effective means of managing growth. For example, when asked 

why they had introduced financial management practices a number of firms reported that 

they believed that good financial management and budget control were instrumental to 

managing and facilitating growth. 

Inde ... as we bavegrown we have 
. 
pendent Ltd. Financial management is the ky to growth 

confinually, bad to improve the reporfiýg ystems that we use to assesspeý(ormance and 

. 
plex. y of Ibefinandal controls have become inctrasingl y com man 

Pump L. 1d, We have a planned ab g inclmding budgets, management pmach to plannin 

accounts andforreasfing ... these have been veg important in controNng ourgrowth. ' 

Pet Food lid. - We are intmdmdng gstems that uill tell us bow we are perfoming ... we 

need to know what we have beforr we can dedde how to gmw, ' 

Contractors Ltd- T have alwqys believed in the im 
. 
Portance offinandal management ... we 

havejound that budgeting andfinandal reporfing have been crudal in The mana gement of 
ourgrowtb. ' 

All four statements advocated the importance of financial management practices to 
managing the growth process. T'his was a commonly held view throughout the sample. 
Without exception, all owner-managers interviewed reported that one of the principal 

204 



Chapter 8: Semi-Structured Interviews - Results and Discussion 

reasons behind the adoption of financial management practices had been as a result of 
needing to control or manage the process of growth. Some owner-managers however, 

said that in retrospect they had found that some of the financial practices they had 

introduced to manage growth had subsequently an adverse effect on future growth. The 

owner-manager of Pate Ltd commented that: 

We bave started to intmducepro per budgets and started iiýhtening the smw in certain 
areas wbere we constant! y run over .. but its dj7cult to do in a gmaing organisation. ' 

The owner-manager of Sandwich Ltd echoed this sentiment: 

Financial mana , gement has he45ed us become morr efident, determine ourpricing strategy 

andgenerally, manqgegrowth ... but it seems that our reliance on tbesepracdces are now 

gainst uspoinfiti -y 
plansfor expansion. ' plotting ag out all thepmblems of an 

In a few cases, owner-managers also contended that they had introduced the financial 

practices of invoice discounting or factoring to help manage the growth process. This 

was not limited to companies in any size or industrial classification. Of the firms 

interviewed it was evident that larger firms such as Recruitment Ltd and smaller firms 

typified by Consultancy Ltd and Computer Ltd had come to the conclusion that growth 

exerted considerable financial demands on the business. In response these companies 

employed factoring and invoice discounting to maximise cashflow. For example the 

owner-manager of Recruitment Ltd rationalised: 

We usefaddring and it's the only way we could havegrown so quickyj', ourfinances an 

strong ... and we still run our own sales ledger but we bave the flexibilio of invoice 

discoundng. ' 

Similarly, the owner-managers from Computer Ltd and Consultancy Ltd implied that the 
main reason for adopting invoice discounting had been to generate enough capital to 
finance the continued growth of the business. In fact, the owner-manager of Computer 
Ltd concluded that: 
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Tnvoice discounfing bas been a Iecbnique that bas proved to be an excellent way of 
rrsourriýggrvwtb. ' 

Overall, it was observed that the financial management practices introduced by owner- 
managers of Welsh growth firms had been geared to the management and resourcing of 

growth. Furthermore, the rationales provided by owner-managers were similar to those 

used to justify the introduction of more formal planning procedures and the 
implementation of management information systems. It is therefore reasonable to 

conclude that management practices such as financial reporting, budgeting and invoice 

discounting are utilised by firms to manage growth. 

8.2.2.3 Managing Firm Development and Evolution 

One of the most notable reasons behind the introduction of management practices 
identified during the semi-structured interviews was the importance of introducing new 
layers of management as firms evolved. Firm size was therefore an important factor and 

significant differences were evident in the data collected concerning the organisation of 

management in the growth firms involved in this study. In general, smaller firms in diis 

study were more likely to have only developed management in one or two key areas 

whereas larger firms possessed more complex organisational designs. Nevertheless, 

regardless of size there was common agreement amongst owner-managers that there had 

been, or will very soon be a need to look at developing the management within their 
firms. 

Firms employing less than 20 employees in both the services and industrial 

services/construction classification all contended that as they had achieved certain levels 

of success, they had looked at ways of implementing new layers of management to assist 
firm development. The owner-manager of Accounts Ltd reported that one of the main 
reasons why he had started to introduce new functional layers of management despite the 
comparatively small size of the business had been primarily to remove himself from 

some elements of the day to day management of the firm: 
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'It got to thepoint wbere the business was organised in a circularfasbion, aitb evegtbing 

coming across my desk ... I found myseý' baving to deal uitb all the problems of the 

organisadon ratber than the ones that I considered im 
. 
portant. ' 

This view was echoed by the owner-manager of Media who commented that he had 

quickly taken the decision to employ a general manager to undertake some business tasks 

to alleviate the problems of trying to run and manage a business all by himself. 

Y anficipated veg early on that I needed a someone to beo me manage the cotvany so I 

. 
ponsible for evegtbing fmm bog rvIIs to the brougbt in a general manager wbo was res 

boardroom. ' 

In some cases, owner-managers stated that although they had recognised that the 

business was getting too large to manage effectively. The owner-managers from Timber 

Ltd were quick to point out that: 

'It is getting dfitcult to manage the operadons and [strategic] development of the 

business ... /tbere is a] need to delegate autbority and ebange the organisadonal structure 

and management oftbefim ... we are cumnt4 investgadng bow this can best be aebieved ' 

Other owner-managers of smaller firms contended that their decision to introduce new 
layers of management was directly related to their desire to grow the business. This was 
illustrated by the owner-manager of Phone Ltd who stated that: 

y we didn't bave an e management, but togain contrvI we dedded 'up unfil recentl y middli 

g that we needed toput a management kvel in place We intmduced a retail mana er to 

acbieve this control over our branebes but soon realised That to grow we needed to introduce 

an operafions manqer so we couldspend more fime awa y from the operafional side of the 
business and concentrate on tbefuture ' 

This view was shared by a number of owner-managers in this size classification. For 

example the owner-manager of Accounts Ltd submitted that: 
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As we go aloiýg, I need to bring people in that can take on responsibility. .. I must not 
keep control .. I bavejust brought in another layer of management s jet I sfill [j eem] to be 
leading the compaýy in apersonal wa y. ' 

This owner-manager, whilst highlighting that as with a number of owner-managers they 
had introduced management to take on some of the responsibility of running a 

successful business, also suggests that in some cases the management people introduced 

were not always willing or able to undertake this task. Within the context of this 
interview however, it was not made clear whether the owner-manager constrained this 
development. In other firms it was apparent that despite the introduction of new layers 

of management, these new levels had been introduced purely to manage a particular 
function or process. 

This occurrence was particular evident in two of the three family owned firms involved 

in this study. Both the owner-managers from Garden Partnership and Hotel Partnership 

contended that they had introduced new layers of management to help case the burden 

of managing a growing venture. Nonetheless, they both went on to say that the primary 

reason behind these appointments was one of business maintenance. 

, gers I have here at The moment arv business maintainers, I Hotel Partnersbo. The mana 
haven't recmited anyone that can take this businessforward. ' 

Garden Partnersbo: T don't bave anyone that mill take this business forward .. all m y 
pable or runniq the business when I'm awa y but I can't rely, on Them to supenisors are ca 

be there to take this company where I want it togo. ' 

In two of the smaller firms, the need to introduce new layers of management was linked 

to the desire of owner-managers to take a step back from the business and in some cases 
look at ways in which they could establish an exit route from the business altogether. 
The owner-managers from Consultancy Ltd and Engineers Ltd both reported 
respectively that: 
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As it stands now ... we are looking at introducing our children to the business so thy can 
take it on. ' 

We have introduced ajuniorpartner .. someone that uill one day be able to take this 
business on after we dedde to leave it ... at the moment be isn't involved in the [strate gic] 
dedsion-makingprocess but he is rrsponsiblefor the da y to da y running of the business. ' 

In contrast to the rationales given as to why new layers were introduced by smaller firms 

in the study, firms employing more than 20 people argued that the existence of new 

management layers were necessary in order to manage an increasingly complex 

organisation. In the case of Laser Ltd, the founder reported that as the firm had grown 

there had been a need to introduce management layers that offered the firm additional 

expertise and to replace staff that could no longer be expected to take it forward: 

, place staff that werrn't As we have gromn therr bas been a need to add experýire and re 

really up to the task ... due mainly to a lack of comblementag skills. ' 

Similarly, the owner-manager of Independent Ltd rationalised that he and his partner had 

decided to organise their activities so that one could continue to concentrate on 

operational issues and the other focus on building the company and achieving their 

growth aspirations: 

The dedsion was made early, on for one of us to step back and concentrate on business 

develo pment andgrowth. ' 

This owner-manager went on to state that as a result he had established a board and re- 
organised the firm into four operating divisions. Each division had a 'sub-board' whose 
primary objective was to grow their particular business in line with the overall objectives 
of the company. The owner-manager also suggested that due to this re-organisation, the 
growth of the company would be essentially: 

Achieved through the StTorts of others ... I no loger have any direct input into the success 
of this business ... I drive manqgement to achieve ourgoals. , 
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The owner-manager of Pump Ltd suggested that as the firm had grown there had been a 

notable shift away from the three partners doing everything from design, machine repair, 

staff counselling and all management tasks to being able to spend time looking at where 

the company had been, what it had achieved and most importantly where it was going to 

go. Furthermore, the owner-manager of Pate Ltd commented that her firm had basically 

gone from: 

plUees in whicb the management A sole trader oqanisadon ... to a business run by its em 

y made me redundant. structure bas effeefivel 

As noted earlier the degree of complexity of an organisation's management structure 

was in the majority of cases, related to the size of the firm. Thus, in terms of the larger 

organisations in the study, there was evidence in the larger firms involved in the study 

that a degree of separation had been achieved between the firm and its founder or 

owner-management team. In the case of Plastics Ltd the owner-manager stated that: 

We have general managers in each of our businesses and we then have sales managers and 

sales operadves and Then foreman and prodmedon operafives ... we have stmeturrd the 

bujiness to keep an element of control as we have grown ... and on top of these layers sit 

. 
p's actitides. ' myself and /mypartner] who oversee the gmu 

This statement confirmed that this firm had passed through a number of development 

stages. The owner-manager of Plastics Ltd implied that the reasons behind the 
implementation of new layers of management had been out of necessity and also to allow 

time the partners to look at the strategic future of the business. Owner-managers from 

other larger firms in the study also reported that they had introduced management to 

undertake a variety of functional tasks. The owner-manager of Recruitment Ltd argued 
that whilst he was the sole owner of the company, decisions were increasingly made by 

considering the views of management. He contended that as the firm had developed, he 

was driven to introduce specialist managers and other key personnel to manage the 
various facets of the business. Similarly, the owner-manager of Food Ltd stated that as 
his firm had grown: 
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Thy had tended to recruit the necessag management skills ... and while in the beginning 

we had the knowledge and enthusiasm to make it work ... we soon reaNsed the importance 

of introducing dj'erent Opes and levels of management. ' 

He went on to say: 

The introdmefion of manqgement however, is a dificult thing to do in agmwing business, 

often once jou have hVIemented someone to do a job, jou need someboi# else to do 

anotber .. it seems no sooner bave we drawn up a new organisafional cbart that it is out of 
date and we need a new one. ' 

This comment illustrates the problems that owner-managers faced in trying to introduce 

new layers of management. Some concluded that the best way to ensure that they always 
had the necessary management to assist firm development was to implement it before it 

was needed. Others argued that financial constraints meant that having management in 

place before it was needed was often unrealistic. This viewpoint was best summarised by 

the owner-manager of Sandwich Ltd: 

'I'd like to think we have become more professional - -in the beginning me didn't have the 

gers to drive the business and it Ivas left to us, the mong to enoly decent mana 

entrepreneurs, to develop the cotVany ... onceyou have the massgefling experience and new 

ski& seems like agood idea if you have the ca padty to do it 

Nevertheless, all the larger firms in the study were quick to acknowledge that the need to 

manage firm development and plan for the future were major factors influencing the 
introduction of new layers of management. In addition, larger firms were more likely to 
rationalise the use of non-executive directors and a board of directors as additional 
management techniques to support the evolution and firm development. The utilisation 
of non-executive directors or a board of directors however was not however, restricted 
to larger firms in the study and it was evident that several of the smaller firms from all 
three industrial classifications also considered their use to be critical to firm success. For 
example, the owner-managers from Contractors Ltd, Media and Laser Ltd all stated that 
the overriding reason for introducing these management layers was geared to improving 
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the knowledge base of the decision-making forum. As the owner-manager of 
Contractors Ltd surmised: 

'It used to be me wbo dedded on wbat we were going to do and ways we sbould atbieve it, 

the board bas been establisbed in recognition of my weaknesses and now wbere we go, wbat 

we want and how best to do it is much more of a group ty"rort ' 

In terms of the larger firms in the study, Sandwich Ltd, Food Ltd, Recruitment Ltd, 

Crane Ltd, Finance Ltd and Electrical Ltd all alluded to the fact that they had established 

a board of directors. They confirmed the views of other firms in the study regarding the 

rationale behind the implementation of a board structure. In contrast, some of the larger 

firms interviewed reported that instead of implementing a board to oversee the activities 

of the firm, they had opted to divide the company into a number of divisions and 

appoint managers to head up these divisions. These managers in turn were responsible 

for the operation of certain departments, reporting directly to the owner-manager. 

Interestingly, the owner-managers of both Medical Supplies and Disaster Ltd reported 

that whilst they had appointed senior managers to undertake these roles, they had taken 

control of a particular division in addition to their role as owner-manager. 

y general manager heads Apf marke n and sales and I deal gitb all Medical Supplies: Wdg 

,g numbers all day. ' tbefinandal bits ... I don't mind I quite enjg tbeprospect of crunebin 

Disaster Ltd., We have two ditisions, consultang and tesfing ... I head up The consultang 

arm because tbat's wben mj expenise lies. ' 

The reasoning behind these decisions in both cases was that the owner-managers were 

averse to the prospect of being totally separated from their firm's operation. In this 

sense, they both argued that they had to be involved in areas where their respective 

competencies could be put to good use as well as concentrate on the strategic issues. 

Notwithstanding this fact, from the data above it can be surmised that many owner- 
managers were willing to release an element of control, rationalising that it was necessary 
to facilitate the survival, growth and development of their firms. 
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8.2.3 Management Practices as Sources of Sustainable Competitive Advantage 

Throughout the semi-structured interview stage of this study, owner-managers showed 

that they were acutely aware of their firm's competitive advantage. In general terms, the 

competitive advantages discussed tended to concentrate on building relationships with 

customers and suppliers, providing a quality service or product and achieving consistent 
delivery. Within the context of the research problem, the owner-managers interviewed 

reported that certain management practices were geared to sustaining competitive 

advantage. In this sense, the majority of owner-managers implied that some of the 

processes and systems implemented had assisted their firrn in improving its overall 

market position by enhancing its range of existing competencies and maintaining 

competitive advantage. During the interview process, it became evident that regardless 

of size or industrial classification, certain practices were considered to be sources of 

competitive advantage by the owner-managers of Welsh growth firms. These practices 

could be broadly categorised as practices that sustained or maintained existing 

competitive advantages or processes that enabled the firm to improve their overall 

competitive position. 

8.2.3.1 Maintaining Existing Competitive Advantages 

Whilst the primary sources of competitive advantage did not vary significantly across the 

classifications of size or industry, the way in which firms maintained this competitive 

advantage did. Nevertheless, it was apparent that practices such as marketing techniques, 

routinisation and the protection of patents and intellectual property rights had been 

adopted to provide firms with the ability to sustaig competitive advantage. 

Marketing Techniques 

The practices that were most commonly cited as being a significant contributor to 

competitive advantage could be loosely defined as being marketing practices. In smaller 
firms, marketing was primarily used to build customer relationships and establish a 

reputation with a range of customers and suppliers. In the case of Engineers Ltd, the 

owner-manager reported that the principles of marketing were at the core of his 

company's goal to: 

ý.. [Give] our customers the veg best... so thg confinue to comeback-' 
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Moreover, the owner-manager of Media maintained that at the heart of his company's 

philosophy was a desire to: 

'Really get into bed aitb our clients andfind out wbat thg really, need. ' 

This was a commonly held view amongst all firms in the 0 to 19 employees classification. 
Most owner-managers agreed that their marketing activity was geared to building trust 
based relationships with clients that were perceived to be mutually beneficial. One 

owner-manager of Consultancy Ltd argued that his company's competitive edge did not 

necessarily stem from offering a quality product or service but their ability to solve the 

problems of his customers: 

Tts not about a betterproduct, its not about ipeed to market .. its about being able to 

pmvide soludons that customers cannot solvefor themselves ... its also aboutproviding a 

pmfessional, consistent sen*e that isperreived to be of some benefit tojour client. ' 

This viewpoint typified the attitude of the majority of owner-managers in the 0 to 19 

employee classification and also the perceptions of a number of owner-managers of 

firms that employed between 20 and 50 people. Despite these similarities, it was evident 

that firms in the services and manufacturing industrial classification tended to introduce 

more formalised marketing procedures to help support this objective than firms in the 

smaller firm classification. The primary motive for owner-managers in the industrial 

services/construction classification was to build relationships within the supply chain. 
These owner-managers contended that trust and reputation were critical to winning new 

contracts and maintaining their market position. Some of these owner-managers did not 

explicitly state marketing as being a key management tool but during the course of the 
interviews several references were made to managing relationships and ensuring that the 

needs of clients were consistently met. For example, the owner-manager of Insulation 
Ltd commented: 

We can offer the same level of service as the big bgs ... but our customers know that we 
have a more bands on approacb. ' 
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This statement was supported by the thoughts of the owner-manager of Timber Ltd who 

stated that: 

We have tried to make as many of ourproducts and services insular .. b y this I mean we 

. 
ppyl chain ... we match are looking to forge stronger reladonships throughout our su 

.y make it difl, It for our suppliers nitb customers, build reladonsbos and generall, CU 

competitors to take eitber our customers or suppliers away from us. Wle entered this 

industg easi# so itmeans that otbers can to-wbat we bave triedto do is make sure that 

. 
pedal we are differentiatedfrom the rest .. and tg and make ourselves a little bit s 

It was evident however, that whilst these competitive advantages were geared to 

marketing, there was little in the way of formalisation and most of these practices were 

derived from the vision of owner-managers combined with their understanding of a 

particular industry. Conversely, owner-managers from the service and manufacturing 

firms in the study indicated that they had formalised certain marketing practices in order 

to secure their competitive position. Smaller firms in both classifications had either just 

put in place or were contemplating practices that could build the corporate image of the 

company. The owner-managers from firms employing less than 20 people suggested that 

in the past relationships had been built on a personal level and it was becoming 

increasingly important for the firm to establish an image or reputation in its own right. 

For example, the owner-manager of Media contended that: 

'Its dmefor this business tofind an idend_* outside mypersonalio and irladonsbos uitb 

panies bave done business atb [me] but I Mink its time that My clients. In thepast, com 

did business uitb the company. ' 

This sentiment was not only echoed by other owner-managers from the same size 

classification but also by owner-managers from larger firms. There seemed to be 

universal agreement that competitive elements of the firms such as service and quality 

should belong to the firm rather than an individual. For example the owner-manager of 
Independent Ltd argued that: 

We are efident and customers trust our advice ... as we bavegrown we bave developed a 
strong brand image and establisbed a superb reputa, 60n. 
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This owner-manager went on to say: 

We baveformalised our rvIadonsbos milb clients and builtprocesses and ystems that tell 

us what the customer wants and bow it wants it de, ývervd. ' 

These comments are indicative of the formalisation of marketing techniques within the 

organisations interviewed in this study. The formalisation process however, differed 

between firms employing less than 50 people. Some f=ms such as Contractor Ltd, 

Phone Ltd, Media, Design Ltd, Accounts Ltd and Laser Ltd opted for marketing plans, 
customer feedback and benchmarking against competition to gauge the quality and 

effectiveness of their services and products. Others including Pump Ltd, Computer Ltd 

and Consultancy Ltd preferred more informal approaches aimed at recording 
information from customers at a more personal level. Notwithstanding the methods 

employed, there seemed to be a general consensus of opinion between firms in all 
industries, employing less than 50 employees that marketing practices, in whatever shape 

or form, were sources of maintaining service oriented competitive advantages. Three 

notable exceptions to the formalisation of marketing were offered by the three family 

oriented firms in the study. All three owner-managers based their competitive advantage 

on their understanding of their industry and customers. For example the owner-manager 

of Garden Partnership concluded that: 

We are successful because I understand wbat our customer wants. This business is about 

senice and building reladonships aith our customers and suppliers. ' 

Despite, the apparent lack of formalisation in these organisations, all three owner- 

managers contended that the ability to meet the needs of customers and build a product 
or service that was perceived to be of some value was an important component of their 
existing competitive edge. In fact, the owner-manager of Pet Food Ltd stated that: 

We bave to meet our customers demands and often exceed them ... if we don't thg uillgo 
elsembere. Price is AVortant, but valuejor mony and establisbing trust and been crudaL ' 
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The importance of marketing practices as sources of competitive advantage was most 

evident in firms that employed more than 50 people. The owner-manager of Finance 

Ltd suggested that one of the principal reasons behind the continued success of the 
business had been the implementation of a new marketing strategy. He explained that 
Finance Ltd has recently undergone a major marketing overhaul. These changes had led 

to the introduction of a virtual marketing team across the organisation that transcended 

traditional departmental barriers and was geared to improving service throughout the 

organisation: 

pany ... we The virtual marketing team is one of the compeddve advantages of this com 
have established agreat team that deals mitb the various coiVonents of our business ... by 

iVlemenfing a virtual Markedig team, perlinent informadon concerning trends, 

innovations, compedtor acdviy can be regularlyfed into the dedsion-making process. This 

information, then generates a markedng strategy that then is iVIemented quickly via the 

virtual marketing team to allparts of the compan y 

To complement this process, the owner-manager of Finance Ltd also reported that the 

company used marketing techniques such as Porter's Five Forces Model and market 

intelligence on a continuous basis to improve the quality and scope of their service to 

customers. Other companies in this size classification such as Recruitment Ltd, Plastics 

Ltd, Medical Supplies, Food Ltd and Sandwich Ltd also displayed this degree of 
formalisation. 

Medical Supplies. 'Speed and quaA. 0, oýf serziýe is one of our main emoeddve 

, ges ... we need to know what the customer is tbinking all the dme ... we also need to advanta 

,g 
to do. ' know what air competitors are tgin 

. 
pedfical. 1, t, mn Sandmicb Ltd., We have intmduced markefing syo ai, tain our cot*efifive 

y not be in theposi6on w, 
-y g advantage. Without it we wouldprvbabl e are in toda ... it ives 

us all The information we need about our market and tells us what ; pe an doino, well ad n 
what tbiqs others are doing better than us. ' 
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Interestingly, the owner-managers from companies in the industrial 

services/construction classification did not discuss marketing to this degree of 

complexity. Instead, as in the case of their smaller counterparts these firms argued that 

marketing in their industry was more to do with building relationships and maintaining 

them through offering value for money. In addition, the owner-manager of Disaster Ltd 

also contended that marketing was not really a source of competitive advantage outside 

ensuring that they consistently met the needs of clients. This was perhaps unsurprising 

given that the purpose of Disaster Ltd was to assess the liability of insurance companies 
in the event of marine and other chemical related disasters. 

In summary it can be concluded that marketing practices have played a central role in 

establishing and maintaining the competitive advantage of growth firms in this study. 

Whilst it was evident that considerable differences existed between firms, there seemed 

to be a general agreement that practices associated with understanding customers, 
building relationships and assessing environmental changes have all been instrumental in 

securing the success of these business. Formalisation of these practices was particularly 

evident in the larger firms in the study but it was also apparent that the smaller firms as 

they grew were increasingly employing certain marketing techniques to improve and 

sustain their competitive position. 

Routinisation 

In addition to building and maintaining relationships with customers as a means of 

sustaining competitive advantage, the interviews also highlighted that owner-managers 

looked towards management practices to routinise successful procedures. This has 

already been allude to in Section 8.2.2.2. In this section, quality assurance practices such 

as ISO 9000 and 14000 were cited by many firms as mechanisms by which procedures 

could be standardised throughout the organisation. The development of these 

organisational routines was also considered to have a significant impact upon maintaining 

competitive advantage. Routinisation was not common place in the smaller firms in the 

study but in several cases owner-managers reported that they were currently developing 

routines that could be applied across the organisation to help sustain their competitive 
edge. For example, the owner-manager of Training Ltd contended that: 
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'It is difficult to e4lain wby our competitive advantage bas been sustained because 

y looking at bow best I conceptually its eag ... but it is difficult to get rigbt ... I am currend 

can standardise this experience so tbefirm continues to perform well .. with the addidon of 

newpeople it becoming more and more ugent to bave procedures inphice that allow them 

to acquire this knowledge quickly. ' 

This sentiment was also echoed by both the owner-managers of Office Ltd and 
Contractor Ltd who stated respectively: 

Y am looking at ways that mill allow [my son] to take over the business ... I can'tgive bim 

my experience but wbat I am doing is introdmdigprocedurrs and gstems that uillpmtide 

, gb tbejears. ' bim witb the advantqges my knowledge basgiven this business tbrou 

At the start it was my experience, knowledge andpast relationsbos that built the 

, ge of this business ... I bave now taken a step back to concentrate on its petidve advanta com 
future so I bave bad to introducepeople andprocesses that al allow tbefirm to continually 

build and maintain relationships witb our customers. ' 

In both cases, there was some recognition, that the skills and competencies originally 

displayed by the entrepreneur or owner-management team needed to be diffused 

throughout the organisation. In this sense, owner-managers were quick to point out that 

the development of routines, which sustain competitive advantage, was not necessarily a 

simple process. Within the interviews it was clear that the owner-managers knew that 

their unique knowledge and experience was key to this development process. This was 

illustrated by the comments of the owner-manager of Independent Ltd: 

Y think new entrants [would take] a long dme to build what we have ... our success has 

comefrom our experience ... sometimes I think our compefitive advantage is quite simple 

and it is surprising how many compedtors can't do what we do ... we have made sure our 

staff know what contribudon tby are making and have design pracdees and Ystems hat 

make sure thy act in a par&ular way. I suPPose Ir 
-you cou d ague that when it comes 

, py., g it, we must have achieved something that is quite dycult to CO down to doin 
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This comment was indicative of other statements provided by firms in all industrial 

classifications employing less than 50 people. Even in the family owned businesses of 
Garden Partnership, Pet Food Ltd and Hotel Partnership, all owner-managers seemed to 

agree with the general principle of taking their knowledge and experience and utilising it 

to establish routines that have enabled the competitive advantage of their businesses to 
be maintained. There was a myriad of systems and processes that were employed by 

these firms to achieve routinisation but generally they could be classified as being 

practices that achieved a particular outcome through a number of predetermined steps. 
For example, the owner-mariager of Computer Ltd reported that: 

ps that govern how a computer is We now have a number of checklists andprodmetion ste 
built and how a customer should be serviced .. When Ifirst started I used to check our 

,g more and product and service quafity all the fime ... As we have expanded it is becomin 

more dificult to do thispersonally, ... I didn't mant our coiVefifiveness to suffer .. and the 

intmducdon offormal rvudnes has certainly not hurt the business. ' 

The interviews also illustrated that these procedures and management tools were more 

complex in the larger organisadons involved in this study. The owner-manager of 
Disaster Ltd suggested that as the company had become more and more successful and 
its approach endorsed by its industry, methods had been found to absorb this 
information into the organisation. In other words, the owner-manager argued that the 

company's experience did not solely rest in its employees but also the culture of the 

organisadon itselfi 

'In this market there are essentially two ways in which companies can compete ... you can 
be lean and mean oryou can add value to the process ... tbisfirm currently adds value ... we 
have come to understand That when ncI you are saving clients millio s ofpound, ost is the ast 
thing on their mind .. we have looked to build an invesfigadonal mind set and a culture 
that looks to solve clientsproblems in unusual wa ys. ' 

The issue of routines and culture was also illustrated by the comments made by the 
owner-managers of Sandwich Ltd and Recruitment Ltd. 
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Sandmich lid., 'It bas been important to develop processes that make full use of the 

e4erYise we bave and build a culturr that is oriented towards the customer' 

Reemitment Lid: National companies bave a veg cold approacb to business ... we on the 

other hand our more adaptable to the needs of our customers. We have learnt as we have 

, gone along ... intmducingpractices such as record keeping and customer databases to beo us 

maintain these relationsbos. Our reputadon comesfrom our image and this image isfrom 

our customerphilosopby and the culture we have built to tg and maintain this tision. 

It is perhaps pertinent to note that the use of management practices to establish a culture 

that assisted the maintenance of existing competitive advantages was not restricted to the 
larger firms. Firms such as Pate Ltd, Independent Ltd, Media and HR Consulting all 

stated that they had introduced management practices and initiatives aimed specifically at 

creating the right culture to facilitate growth and sustain competitive advantage. In fact, 

the owner-manager of HR Consulting contended that: 

'Offering a total solution is ofparamount importance to our success and the standard of the 

work we do is our over7iding advantage and is embedded in our staff. People may think 

that its eay ... mongfor old mpe ... but building the ribt team is not eag. Whatpeople 

perceive and what is actual realio are two different things. Its so dificult ... I'm not going 

to tellyou bow to do it because its differentfor evegfirm and inditidual but what I aill 

y is that it is the management and development of many soft issues which need to be sa 
intýgrated and combined overfixe. ' 

Within the context of routinisation and standardisation, it was also evident that the 

growth firms identified in this study also viewed training as a significant factor in terms 

of maintaining existing competitive advantages. During the course of all interviews, 

owner-managers reported that they had introduced some form of training to improve the 

efficiency and skills base of existing and potential employees. The extent to which 
training was formalised in these organisations however, varied enormously. In the 
smaller companies, especially those in the industrial services/construction classification, 
training was usually very informal and linked directly io demand. In this sense, it was 
argued that on the job training and experience were considered to be a satisfactory 
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method of improving the skills base of employees. Furthermore, this training was also 
linked to how busy the firm was in terms of market activity and hence, training was only 

carried out when time wasn't constrained. For example, the owner-manager of Engineer 

Ltd stated that: 

We look at on thejob trainiq as a iva y to im 
. 
prove the abi, 6des qf our staff .. but dme 

seems to be alwa ys against us and we are often too buy to car? y our training objectives 
tbmugb. ' 

On the job training was also evident in a number of smaUer firms in both the services 

and manufacturing industrial classification. The owner-managers from Media, Timber 

Ltd, Consultancy Ltd and Accounts Ltd all reported that they had regularly undertaken 

on the job training to improve the skills of their staff. In addition, owner-managers from 

all three family oriented f=ms implied that they also subscribed to the principles of on 

the job training as a means of improving staff competencies. On the job training in these 

firms was usually conducted by a member of the owner-management team rather than 

designated personnel. In contrast, for two manufacturing firms Pate Ltd and Pump Ltd, 

the owner-managers commented that there was no longer a need for them to undertake 

the training role as experienced staff often took on the responsibility themselves. 

PutV Ijd- 'Staff are under no illusions and if tby know My lack certain skills tby 

either ask other members of staff to beo them or are told ýy team members that tbg need 

to im 
. 
prove. 

Pate LiI 'Stq7ff train staff on all as .. there is no needfor me toget pects of the business. 

involved and in many cases I know less than mg staff do on certainparts of the business. ' 

In these cases, both owner-managcrs reported that they had cultures that encouraged 
team improvement. Furthermore, the owner-manager of Pump Ltd also submitted that 
staff often seemed to set higher standards than he expected and was usually surprised at 
how quickly new members of staff were 'up-skilled' by existing employees. 
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The owner-manager of Computer Ltd reported that he had introduced an apprenticeship 

scheme for new employees. This scheme was aimed at introducing staff to all aspects of 

the business and to fully understand how their activities impacted upon the overall 

success of the business. The rationale behind this human resource practice was a strong 
belief in the apprentice system and past evidence suggested that it had helped staff to 

contribute to his firm's ability to provide a quality product and service: 

prentice gstem andfeel that it is undervalued in today's 7 have alwa ys believed in the a 
y that it has be45ed this business workplace ... I have hadgreat success and I can honestly sa 

to grow. 

The owner-managers from companies such as Independent Ltd and Training Ltd also 

argued that the nature of their businesses had led them to incorporate training practices. 

In the case of Training Ltd, the owner-manager stated that he couldn't really run a 

computer training company without making sure that his staff had the ability to deliver a 

quality product. Conversely, the owner-manager of Independent Ltd submitted that 

changes in the financial services market had meant that there was more emphasis on 

quality advice and he had responded to this change by introducing in-house training. In 

both cases, the owner-managers of these two firms maintained that training led to 

consistency, which in turn helped strengthen the existing advantages they currently 

enjoyed in their respective marketplaces. 

Owner-managers from some of the larger firms in this study reported that formal 

training had also been important in maintaining their existing competitive advantage. 
Interestingly, the owner-managers from Food Ltd, Plastics Ltd and Sandwich Ltd all 

submitted that training was still informal and the responsibility of each departmental 

manager. In this sense, they argued that whilst they acknowledged the role training 

played in maintaining their competitive advantage, no effort had been made to formalise 

the process. Instead they suggested that they had opted to employ competent managers 
that could address the specific training needs of each department. The comments made 
by Food Ltd offered some insight into this strategy: 

We bave re placed our HR department and moved emplqyee issues sueb as trainiý ,g and 
weffare to become the reiponsibilio of senior management. In the past, em . 

plqyee pmblems 
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tended to be passed on rather than resolved by the HR department 
... We bavegiven the 

accountabili_0 to senior manqerr and made it their res ponsibifiýy to train our emplgees. ' 

This statement suggested that whilst efforts had been made to introduce formalised 

human resource management practices, the company quickly realised that its main 

objective. Despite the removal of this practice, the owner-manager did report that the 

company had continued to utilise human resource management to provide formalised 

training but the responsibility as to what employees needed assistance and 'up-skilling' 

had become the decision of department heads and senior management. 

In contrast, Finance Ltd, Medical Supplies and Recruitment Ltd aH stated that they had 

developed training programmes to continually update the skiUs of the workforce and 

provide new recruits with the necessary skiUs to make a contribution to the business. 

The owner-manager of Recruitment Ltd contended that: 

grammes ... aimed We have implemented training, coaching and personal development pro 

at u p-skilling our cumnt workforce. ' 

Similarly, the owner-manager of Finance Ltd reported that: 

We have a coVrebensive learning and training strateg, ensuring our staff are capable of 

making a contribudon to our long termfuturr. ' 

These comments were indicative of the comments made by large firms on the 
importance of training to the maintenance of their strategic position in their respective 

marketplaces. In general, the issue of routinisation, in this study, seemed to be a 

management practice employed by the majority of firms employing more than 20 people. 
Some smaller firms did allude to the fact that there was a need to standardise work 
practices and that attempts were being made to formalise certain routines. The intricacy 

surrounding the systems and processes used to develop these routines however, was 
linked to the complexity and size of the organisation. Furthermore, whereas some firms 

simply employed checklists and work routines to ensure that processes perceived to be of 
strategic value would be sustained, others had implemented more complex systems to 
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sustain these advantages. The interviews also illustrated that this routinisation, which 
was often as a result of historical development and the idiosyncrasies associated with 
owner-manager knowledge and competence, had led to the development of 
organisational cultures that seemed to further maintain competitive advantage. In tl-ds 

sense, it was evident that practices such as informal or formal training, the 
implementation of control systems and quality assurance mechanisms were used by 

growth firms to sustain existing advantages. 

Protection of Patents and Intellectual Pfol2er1y Rights 

In three cases, management practices aimed at protecting the design and copyrights of 
innovative products were cited as being significant to maintaining competitive advantage. 
These practices were not common place amongst the sample and were only alluded to be 

the owner-managers of three of the four firms that reported that their competitive 

advantage was also based on innovation and creativity. In these cases it was evident that 

the firms did not consider particular competencies such as product or service quality to 
be the primary source of competitiveness. Instead they argued that their advantage lay in 

their ability to bring innovative products to bear on their respective markets. For 

example, the owner-manager of Plastics Ltd stated that: 

'Our coVeddve advantage is innovadon and crvafiviýi ... we bave found that to protect 

this advantqge intellectual property riý, hts and patents are on. 1y as good as our ability to 

police and maintain them. I 

In this sense, they all argued that whilst potential competitors undoubtedly faced barriers 

to entry, sustained advantage was very difficult to achieve because over time competitors 
tried to use 'legal loopholes' to effectively imitate their innovations. Consequently, 

efforts to maintain service quality and build a culture that was conducive to innovation 
had also led the three companies to establish comprehensive legal practices to help 

sustain the nature of the innovation. The owner-managers from all three companies 
argued that they had been forced to develop certain practices that ascertained whether 
patents or intellectual property rights had been violated and contained systems and 
procedures that would enable the firm to reinforce them. The owner-managers from 
Laser Ltd and Rig Ltd both commented that their ability to protect patents was a 
considerable source of competitive advantage: 
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Laser LJd We bave bad to intmduce legal skills to maintain the advantages that our 
innovation prodde us mitb. ' 

Rig Dd. We have ensured that on all our designs we hold a long term patent. These 

_ys 
to abuse patents houlever, need to bepoliced as compefitors are always looking tofind wa 

them. 

In addition to protecting patents and inteHectual property rights, aU three owner- 

managers stressed the importance of having procedures that assessed the feasibility of 

their innovations. These competencies were similar to the marketing techniques 
discussed by other firms in the study with one notable exception. Due to the innovative 

nature of their products the owner-managers also submitted that they had also need to 

build marketing practices that would provide them with the necessary information as to 

the best way of introducing their products to market. This was illustrated by a statement 

made by the owner-manager of Laser Ltd: 

Vle have girater levels of tecbnical e4erfise than our competitors alloidng us to acbieve 

, 
ýh levels of innovadon and quahýy ... to complement this we bave also establisbed hi, 

markefing experlise that allow us to tg and set the rules for our industty ratber than 

jiVjlfollo. u) others. ' 

It was therefore surmised that whilst the protection of patents and intellectual property 

rights was only shared by three firms in this study, these firms also had to look towards 

more traditional marketing techniques as a means of sustaining their initial advantages. 

8.2.3.2 Improving Competitive Advantages 

Practices geared to improving competitive advantage were more difficult to identify from 

the interviews conducted with owner-managers of growth oriented firms in Wales. 
Whilst it was evident that the majority of owner-managers had introduced practices to 
either manage the growth of the firm or to sustain existing advantages, there was little 

evidence that practices had been implemented as a means of expanding the existing 
capabilities of the firms. Notwithstanding this fact, the interviews did provide evidence 
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that growth firms involved in the study did utilise two methods to establish new 
competitive advantages. Firstly, following on from the process of building on existing 
strengths through standardisation, some owner-managers reported that they had tried to 
build an adaptive organisation with a culture that was responsive to change and new 
opportunities. Secondly, owner-managers contended that the introduction of new layers 

of management and expertise had also augmented the existing knowledge base of the 
firm. In this sense, they argued that the recruitment or development of particular skills 
expanded the capability of management in their firm to look at ways of exploiting new 

opportunities for growth. 

Building an Adaptive Organisation 

Establishing a good culture was important to a number of firms, not only as a 

mechanism by which existing values could be diffused throughout the firm but also as a 

means of building an adaptive organisation. This issue was closely related to the 
introduction of culture by the firms in this study to assist standardisation or the 

routinisation of key tasks. The owner-manager of HR Consulting argued that in an 
effort to establish the right culture he had tried to introduce the philosophy of a learning 

organisation to help the business absorb new opportunities: 

T bave tried to create a learning organisadon and build an adapdve workforre That has the 

n,, ýbt at6tude towards cbaqe. ' 

Others such as the owner-managers from Pump Ltd and Office Ltd echoed the 
sentiments of the majority of firms on the issue of culture and its importance to growth. 
Both these owner-managers stated that the right people and the right attitude were 
imperative in maintaining and improving the competitiveness of their firms: 

Pump Ijd We have a mide ralge of skills and when new challeqes come along weprefer 
to Sq . y_yes we can solvejourproblem rather than turn new business awa ... its all about y 
beingprepared to take tbins on, kave a can do attitude ... attitude is so important. ' 

Ofice Ltd. Vle've gotgood staff mbo do a lot ofgood work for this business ... tbg are 
also the kg to ourfuture success. ' 
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The founder of Pate Ltd contended that her belief in empowerment had led to building a 

self-directed team in which all employees understood all elements of the production 

process. This unique organisation structure described in Section 8.2.2.2 facilitated 

continuous improvement and assisted the top management team in the formalisation of 

new practices that could strengthen the firm's existing advantage of product quality. 
Moreover, this improvement had also led to the introduction of new work practices that 
had extended the production capabilities of the firm and created the opportunity to build 

upon existing competitive advantages: 

y the 'Somedmes we bavegood ideas That we pick up from customers and suppliers but b 

g them ... we bavejound that our team fime we get around to thinking about implemendn 

bas already, itIlemented tbepracfice or it1roved mpon it ' 

The concept of continuous process improvement was uncommon amongst firms in the 

study. Furthermore, it seemed to be restricted to firms in the manufacturing 

classification. A number of firms in this classification suggested that they were always 
looking at ways to improve their product or production process but only one owner- 

manager explicitly stated that they had introduced any formalised structure of 

management process to facilitate continuous improvement. The owner-manager, from 

Plastics Ltd reported that he and his partner had introduced quality circles throughout 

the organisation to look at key processes. He argued that it did not conform to the 

traditional quality circle practices associated with Japanese companies. Instead, he 

submitted that the utilisation of quality circles was to assess the effectiveness of all 

processes from production to marketing and aimed to look at ways in which the 

companies existing competitive advantages could be enhanced: 

panese way ... but to improve all airas of We have introduced quaUýy circles ... not in a ja 

the business ýýIdeng and mate slackjorpeople to consider bow we can im prove tbefuture 

of Mir com . 
pany. ' 

Owner-managers from firms in the industrial services/construction classification did not 
raise the importance of an adaptive culture and continuous improvement. Nonetheless, 

evidence from the interviews also suggested that people were important to maintaining 
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success. This acknowledgement however, seemed to be more implied with comments 

such as: 

W give [customers] good service ... the samepeople come back to us so we Insulation Ltd., e 
putation ... and we bavegoodpeo ple must be doing sometbing n:, gbt ... we bave a good rr 

wo rkingfo r us. ' 

9 portant ... witbout them we wouldn't be haý'asgood. ' Ri I id. 'Our staff are so im 

These statements are indicative of the views expressed by firms in the industrial 

services/construction classification of this study. Despite the lack of any direct 

statements to culture, it was apparent that the value of people in terms of improving 

competitiveness was not undervalued in tl-ds sector. Nevertheless, no owner-manager of 

this classification discussed the utilisation of culture or any other management practice as 

a mechanism that could improve organisational competitiveness and the statements 

above only imply that the process of building culture is significant in this industry. 

Improving Management Capabilijy 

In Section 8.2.2.3 one of the most notable reasons behind the implementation of 

management practices identified during the semi-structured interviews was the 

importance of introducing new layers of management as firm evolved. It was previously 

argued that smaller firms were more likely to have only developed management in one or 

two key areas whereas the larger firms in the study possessed more complex 

organisational designs. 

Within the discussion of Section 8.2.2.3 some owner-managers contended that their 

decision to introduce new layers of management was directly related to their desire to 

grow the business. This was a view shared by a number of owner-managers in all firm 

size and industrial sector classifications. Whilst some owner-managers stated that new 
layers of management had been introduced to manage the evolution of the firm, others 

reported that new management layers had been implemented to specifically improve 

competitive advantage. The owner-manager of Laser Ltd stated that: 
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Vle have arated a markefig rolefor new non-executive director .. we have introduced this 

. 
prove our existing abiAdes. ' experlise to beo us im 

When questioned further this owner-manger reported that the introduction of new 

management had enabled the firm to consider a wider range of opportunities whilst 

building on its existing strengths. Whilst the issue of managerial slack was not raised by 

the majority of firms there was common agreement between owner-managers of firms of 

all size and industrial classifications that new management had led to more time to 

consider the future of the business. For example, the owner-manager of Recruitment 

Ltd stated that: 

The management I bave intrvduced means that eacb part of the business is manqged morv 

, y. Wbat this means ... is that I now simply, bave more fime to look at wbere we ýýdentl, 

an going. ' 

Owner-managers reported in Section 8.2.2.3 that they had introduced new management 

layers to improve the knowledge base of the firm and to create more time for themselves 

and other members of the top management team to concentrate on creating sources of 

potential competitive advantage. Moreover, the introduction of management practices 

geared to routinisation and standardisation such as systems and training also provides 

owner-management with increased time in which to consider the future of their 

businesses. It can therefore be concluded that increased management capability may be a 

source of sustained competitive advantage for the firms involved in this research. In 

other words, it is argued that if the reasons behind the introduction of new layers of 

management discussed in Section 8.2.2.3 in relation to the effective management of firm 

growth and evolution could conceivably augment existing competitive advantages. Thus, 

it is submitted that these practices have indirectly created the necessary management 

slack for growth oriented firms to entertain future growth and build upon existing 

competencies. 

8.2.4 Management Practices and their Influence upon Decision-Maldng 

In previous Sections data coHected highlighted that management practices had been 

introduced by the firms in the study for a wide range of reasons. Section 8.2.3 and its 
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corresponding subsections submits that these reasons can be divided into three 

categories - the introduction of management based on previous experience, the 
implementation of management practices to manage the process of growth and 

establishing new management layers to assist firm development and evolution. All these 

practices and layers of management arguably affect subsequent decision-making in the 
firms involved in this study. The influence of these practices upon decision-making 

however, can be categorised as affecting either operational or strategic decision-making. 

Thus, the impact of some management processes do not extend past governing the 

various activities of the firm whilst other processes were viewed as being integral to the 

strategic decision-making process by owner-managers who participated in this research. 

8.2.4.1 Management Practices and Operational Decision-Making 

During the interviews it was evident that firms from all size and industrial classifications 

had introduced management practices to co-ordinate operational activities. The owner- 

managers from firms employing less than 50 people argued that the introduction of new 
layers of management and operational controls were necessary to manage the growth of 

their businesses. The use of operational management practices was more apparent in the 

industrial services/construction classification with owner-managers from Engineers Ltd, 

Rig Ltd and Contractors Ltd all stating that they had implemented a range of 

administrative controls to co-ordinate their existing activities. These practices ranged 
from the use of simply checklists to the utilisation of standards such as ISO 9000 to 

ensure their businesses ran efficiently. A similar observations was made in respect to 

smaller firms from the service and manufacturing sectors. The owner-mangers from 

Accounts Ltd and Consultancy Ltd commented respectively that: 

Tberr has been a stiramlining of management and now most of the tasks deAgated to 

other management levels concerns the running of the business. 

7-ower level tasks have been delegated due to time and we bave made a consdous effort to 

ipmad the workload' 
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In both cases, the owner-managers implied that they had found it difficult to delegate 

authority but had been forced to do so due to the increased workload business success 
had generated. In fact, the owner-manager of Consultancy Ltd added: 

'It is dj7cult to kt others make mistakes but we have to kt them ... tbg need to gain 
e. %peiience ... its sfill bard to go back afterwards and not sa y told you so. ' 

This unwillingness to delegate tasks was also alluded to by the owner-managers of the 

three family owned firms involved in this study. Both individuals submitted that they 
had only delegated lower level tasks to administrative managers as a means of spreading 

an increasing workload. Furthermore, the owner-manager of Hotel Partnership stated 

that in all cases where he had been forced to delegate, the owner-management team had 

predetermined the boundaries of these tasks: 

Thyfollow the guideAnes I have set. ' 

This owner-manager went on to say that he had recently recruited a general manager to 

act as a personal assistant to the owner-management team. Whilst in conversation it 

became evident that this manager had substantial expertise gained at a larger hotel, an 

unwillingness to release control on the part of the owner-managcment provided that 

these skills remained essentially dormant. Thus, the management practices introduced by 

these owner-managers could be classified as being purely for the purposes of business 

maintenance. 

Management practices aimed at maintaining the activities of the business were also 
observed in other firms of varying sizes and operating across the three industrial 

classifications. In general, the owner-managers from firms that could be categorised as 
industrial services or construction emphasised that the management practices they had 
implemented had been driven by the owner-management team in order to maintain 
certain functional areas of the business. In addition, the owner-managers from larger 

service and manufacturing oriented business, employing more than 20 people, also 
suggested that management practices that had been introduced to manage operational 
issues did not exert any influence upon strategic decision-making. Nevertheless, owner- 
managers from all three industrial classification contended that once they had introduced 
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functional management layers or practices they were committed to it and would seldom 

override any operational decisions made. For example the owner-manager of 
Independent Ltd commented that: 

T tg not to override any autboo I have delegated. . once I bave dedded toput a new 
layer of management inplace I trust in it J' 

The owner-manager of Pate Ltd argued that in setting up the management practices in 

her firm she had quickly realised that letting people get on with operational issues had 

paid great dividends in terms of an increased amount of time away from the business to 

consider new projects and think about the future of her existing business: 

7 sfill dedde where the business is going but I no longer have to wor7y whether the business 

. 
ý, qy success 

_ys 
and take 6me out to en itill operate when I'm away ... I now can take boAda 

and consider the husinessfuture. ' 

This was a commonly shared view amongst owner-managers who participated in the 

research. In this sense, all owner-managers agreed that regardless of the functional 

nature of the management practice or process, there was a need for personal discipline to 

not get involved in any operational issues associated with it. Thus, there seemed to be a 

general consensus that operational management practices had been introduced to lessen 

workloads and the operational problems faced by owner-managers in growth firms. This 

was further illustrated by the owner-manager of Disaster Ltd who reported that: 

'Overall I have come along and done the business and acted in xvbat some might say is an 
p gh e ep after ourselves, to ti, t, n y ... I have tbenput things inplace to swe u entrepreneurial wa 

,p... andgive us mechanisms that assessperfo ance. I supposejou could sv that things u -M 

gs we air rr. ýbonsive at the fivnt end .. [u*b] back-u 
.p gstems to ensure we do tbiý 

profitably and in ajormalisedmanner. ' 

It is therefore reasonable to surmise that the impact of practices, previously identified in 
Sections 8.2.2.1,8.2.2.2,8.2.2.3, was linked to operational tasks that assist businesses to 

perform their activities effectively. It was also evident during the interviews that the 
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owner-managers of these growth firms not only determined what management practices 

were implemented but the value of these processes to strategic decision-making. In 

smaller firms, it was observed that owner-managers acted as the driving force behind the 

introduction of these operational management techniques. In larger firms, where there 

had been some addition to the decision-making process in terms of new layers of 

management or processes, these decisions continued to be driven by the owner-manager 
but were combined with the knowledge these new individuals or practices provided. 

8.2.4.2 Management Practices and Strategic Decision-Maldng 

In contrast to management practices introduced simply to improve the operational 

effectiveness of the organisation and reduce the workload of the entrepreneur or owner- 

management team, owner-managers of growth firms also acknowledge that certain 

management practices had undoubtedly affected the strategic decision-making of their 

firms. Interestingly, all owner-managers, with the exception of the three owner- 

managers from family owned firms, suggested that they had introduced management 

practices that had -subsequently impacted upon the strategic direction of the firm. The 

most notable way in which management processes exerted an influence upon these firms 

was in relation to providing the information that formed the basis for strategic decision- 

making. The degree to which practices such as financial management, quality control 

and management information systems had been formalised in the firms involved in this 

study varied considerably. As previously stated in Sections 8.2.2.2 and 8.2.2.3, firm size 

generally determined the formality of these processes. Nevertheless, owner-managers of 

firms that employed less than 20 people still recognised the effect of these management 

practices on their decision-making. For example the owner-manager of Media reported 

that: 

Vedsion-making is morr consensual, .. its no longer lonely and morr of a team 

effort .. there is more information and knowledge around the table ... having said that 

, ged on the ridiculous. decisions do take longer and debates in the past have ver 

This statement implied that whilst the owner-manager accepted the fact that decision- 

making was more informed, this process was often lengthened unnecessarily by the 

existence of too much information and too many viewpoints. In these circumstances 
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owner-managers were quick to point out that their power could be used to override the 
decision-making process. Despite this ability to override the processes they had 
introduced, as with operational measures owner-managers submitted that they were not 
inclined to do so, because they felt it undermined the rationale behind why a new layer of 
management or practice had been implemented in the first place. For example, the 

owner-manager of Phone Ltd contended that: 

As we have groivn we have accepted that jive have bad to put management kvels in ... these 

ystems have been introduced to ensure that informadon is available to us to make better 

dedsions. ' 

Further evidence that management practices contributed to the decision-making process 

was also evident in a number of other firms. The owner-manager of Office Ltd 

submitted that: 

The practices we have implemented means that we can make dedsions based on better 

information. 

In fact, the majority of owner-managers from firms in the three size and industrial 

classification all tended to agree that the introduction of new management expertise and 

management practices related to finance, planning and control all exerted an increased 

influence upon decision-making. In addition, the owner-managers of firms in the service 

and manufacturing industries also reported that management practices such as human 

resource management policies and marketing also affected decision-making. In this 

sense, owner-managers from Independent ltd, Accounts Ltd, Training Ltd and Laser Ltd 

all reported that some of the practices and expertise they had introduced to maintain 
their competitive advantage in their respective marketplaces had subsequently influenced 

the strategic direction of their businesses. This was illustrated by the comments made by 

the owner-manager of Independent Ltd who stated that: 

As thefounder chaýged uithgroming the business I tend to inifially, drive the ado pdon of 
certain mana 'gement techniques ... there is a noficeable lag behind our development but [our 
practices] highlight these weaknesses and we continually strive to update our tecbnolo , gical 
and skills base to minimise any adverse Sffea. 
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Within the context of this statement it was implied that whilst the decision to introduce 

new practices rested firmly with the owner-manager the practices introduced often 
identified potential weaknesses that the owner-manager had to subsequently respond to 
in order to maintain the competitive position of his firm. Furthermore, this comment 
also suggested that management evolution drove further development although it was 
important to acknowledge the importance of the owner-manager in driving this process. 
The significance of changes in management structure and processes in the growth firms 

that participated in this study was also highlighted by the comments made by the owner- 
managers from Design Ltd and Pate Ltd. 

Desi gn Lid- The intmduaion of new management practices have cot*lemented the 
dedsion-making, process and heoed build u pon our odsting sfirngtbs. 

Pate Lid- Althot(gh I sfill drive the firm I act upon addcegiven to me by my senior 

manqrgement team and the self directed teams that rmn the business side of tbings. ' 

In one firm, HR Consulting, the owner-manager reported that all staff contributed to the 
decision-making process and that firm strategy was built on the philosophy that people 

were the most critical success factor in any business. Similarly, the owner-manager of 
Pump Ltd commented that staff were much more involved in the decision-making 

process and open communication had significantly improved both decision-making and 

the implementation of strategy. Furthermore, in the case of Training Ltd, the owner- 

manager submitted that the addition of management to the existing structure of the firm 

had been specifically undertaken to improve systems, controls and processes. These 

practices, he argued were now assisting strategic decision-making. He also stated that 

whilst he had determined the nature of the management positions and the practices to 

co-ordinate the business, the fact that his management team were closer to the front end 
of the business meant that all decision-making was based on the information that these 
individuals and related processes provided. Thus, it was evident that this owner-manager 
had established a management team and complementary processes to deliver his 

competitive vision and at the same time deliver information about the effectiveness of 
this vision in terms of performance to facilitate improvement. This sentiment was 
echoed by the owner-manager of Laser Ltd who argued that: 
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'I have inftduced markefing expeHise to assist the evaluadon of markets and develop 
bran&n 

,g... otber tbijrgs Ake budgets, controls and management re porfing aid stratqzir 
dedWon-making and allow ftbe owner-management team] to make better dedWons, 

measure risk and concentrate on thisprveess nithoutgetfing involved in the operadonal side 
of the business. ' 

In the larger firms in the study, the influence of management practices was more 

prominent. In particular, evidence provided by the owner-manager of Finance Ltd 

seemed to support the premise that growth firms utilised management practices and 

added new layers of management to improve performance. In this case, the owner- 

manager made several references to how the firm had only come to really understand its 

business in the last few years and that it had been frustrated by existing systems that had 

simply preserved the best of the past. In this sense, he stated that the firm had recently 

been through an extensive review of its systems and management practices. This review 

had highlighted that some of the management practices implemented in the past were of 

little use to decision-making or maintaining competitive advantage: 

ply stopping theflow of Tfound that somepractices addedAttle to the business and iverr sim 
important informadon into the dedsion-makiigprocess. ' 

This owner-manager went on to say that: 

These pratfices slowed dedsion-making down because the informadon didn'tjkw thrvugb 

the correct channels into board meefings ... in Ibepast we haveput gstems in place that 

maintained wbat tbe board wanted mibout really, considering mbat is needed to make 

ent a lot of time reali g these pmce s tolýgb business dedsions ... [as a resalt] we have ýb gniý sse 

to make surr we rrmain Nýbonsjve and innovative ... its fakenfouryears to understand the 

pmess and the wq . ys it can be imPlemented effecliveYl. 

The owner-manager of Finance Ltd concluded that the firm was governed by its mission 

and objectives and each department was accountable for providing information for the 
decision-making process. In addition, he suggested that whilst decision-making had 
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become more cumbersome, the performance of the firm stood as a testament to the 
improved quality of the decision-making process. 

The impact of management practices was also apparent in Plastics Ltd, Sandwich Ltd, 
Recruitment Ltd, Medical Supplies and Food Ltd. In each of these cases the owner- 
managers reported that management practices and new layers of management had 
influenced the decision-making of their respective firms. In all cases, the owner- 
managers also suggested that these practices had improved their decision-making and 
subsequent performance. For example, the owner-manager of Sandwich Ltd 

commented that. 

The management prarfices we have implemented allowed to reach a point where we can 
look at introducing newpractices to beo usgrowfurtber. ' 

This was supported by the owner-manager of Recruitment Ltd who stated that: 

TormaAsadon and the range of management tools we have developed or introduced have 

iVmved dedsion-making despite draming the process o#t a bit more ... kg management 
have supported our grvwth and he45ed to realised op o unifies that were inifially, ouade it 

our reach. 

In contrast to the comments made by the owner-managers of firms, employing more 

than 50 people, in the service and manufacturing industries, the owner-managers of the 
larger industrial services/construction firms argued that the implementation of 

management practices only impacted on decision-making in terms of information and 
data provision. Moreover, like their smaller counterparts, they were less convinced of 
the benefits of involving others in the decision-making process, maintaining that they felt 

they had reached a level whereby they could make better decisions based upon the 
information provided by operational systems. As noted earlier in Section 8.2.2.3, the 
owner-manager of Crane Ltd again cited the dangers Of involving too many individuals in 

the decision-making process and re-iterated in no uncertain terms what he thought of 
committee based decision-making. This view was supported by the owner-manager of 
Electrical Ltd who contended that: 
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The infomadon ystems let us know zhat'sgoing on and we make dedsions based upon 
them ... What these practices were came down to what me and mg partner wanted to know 

about the business. ' 

lbus, whilst there was some recognition that management had some effect on decision- 

making, both owner-managers argued that the management layers and practices 

introduced essentially provided them with the information they were too busy to collect 

themselves. 

Overall, it was evident that the management practices and new layers of management 

introduced by the growth firms in this study did exert an influence upon strategic 

decision-making. With the exception of the three family owned businesses and to some 

extent the businesses categorised as operating in either the industrial services or 

construction industry, all owner-managers contended that the management practices 

introduced had improved the quality of decision-making and contributed to the 

subsequent success of their firms. Furthermore, it is reasonable to conclude that, within 

the context of this research, growth firms were aware of the advantages management 

practices and key personnel offered their firms in terms of long term survival and 

growth. 

8.3 Conclusion 

The quantitative data displayed in Sections 8.1.1 and 8.1.2 illustrate that there was a 

significant amount of heterogeneity between firms involved in this study. Despite this 

diversity it was apparent that irrespective of these differences a number of themes 

emerged from the qualitative data concerning the adoption of management practices by 

growth firms in Wales. 

The interviews supported the proposition that certain personality characteristics and 
background influences have a considerable influence upon strategic decision-making and 

the adoption of management practices. The need to achieve and the attitude towards 

risk were dominant personality characteristics cited by owner-managers with all 
participants regardless of firm size or industrial classification reporting that these factors 

were at the centre of strategic decision-making. Moreover, age and previous industrial 

experience were also considered by owner-managers to be key determinants of strategy 
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and firm development In this sense, many owner-managers argued that their willingness 
to pursue growth aspirations and take calculated risks were tempered by their age and 

what they had acl-deved in the past. In all cases, owner-managers submitted that their 

previous experiences and competencies exerted a significant influence upon decision- 

making and in many cases had determined firm development and evolution. In cases 

where a firm was owned by more than one individual, owner-managers reported that 

group dynamics and the relative power of the principal shareholders also had a 

significant impact upon the strategic direction and scope of a firm. 

In addition to personal attributes and background factors identified during the semi- 

structured interviews, owner-managers contended that there were also a number of 

internal and external environmental factors that influenced decision-making and the 

development. Owner-managers of firms in all size and industrial classifications regularly 

alluded to the impact of external factors such as market fluctuations, competitor action 

and the availability of skills and finance upon decision-making. Likewise, internal factors 

relating to the availability of resources and the perceived skills of their workforce were 

commonly cited by owner-managers as factors that continually shaped firm development 

and evolution. 

When reasons behind the adoption of certain management practices were examined it 

was evident that the industrial experience of the entrepreneur or owner-management 

team had exerted a considerable influence upon what practices had initially been adopted 

by growth firms in this study. Given that in all cases, firms were operating in industries 

in which at least one of their owner-management team had prior knowledge of, the 

rationale behind the adoption and importance of certain management practices varied 
between firms of different industrial classifications. For example, owner-managers who 

operated firms in the industrial services/construction sector argued that the nature of 
their industry had led them to introduce practices that enabled relationsl-dps to be 

maintained with clients and suppliers. In contrast, owner-managers from large firm 
backgrounds reported that they had attempted to implement management practices such 
as objective setting, marketing plans and budgets to their ventures based upon past 
management experience in these large organisations. Other participants felt that their 
vision of their industry was a key determinant of how their firm developed and they had 
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based management development upon their personal perceptions of how a firm could 
compete effectively in their marketplace. 

Owner-managers also contended that the adoption of management practices such as 
planning and control techniques and financial management had been introduced to 

manage the growth process. In terms of planning and control a number of management 

practices ranging from ISO 9000 to management information systems were considered 
to be instrumental to firm growth. It was apparent during the interviews that the extent 

of planning and control was loosely related to firm size. Thus, the majority of larger 

firms, employing more than 50 people were more likely to have formalised systems of 

control and planning. In addition to practices that were implemented to manage growth, 

a number of management practices, most notably the introduction of new personnel, 

were cited by owner-managers as measures to secure firm development and evolution. 
In this sense, the majority of owner-managers reported that they had either implemented 

new layers of management or were currently contemplating such action in order to re- 

organise the business to allow it to evolve and achieve further growth. There were 
however, a few exceptions to this general observation. In the case of family owned 
business there seemed to be a reluctance to release control and generally all three of these 

owner-managers submitted that they had little confidence in existing staff to take the 
business forward. Moreover, in a few of the larger firms, owner-managers submitted 

that they had made a decision not to involve too many people in the decision-making 

and felt devolving operational authority was a sufficient measure to facilitate firm 

development and evolution. 

The owner-managers involved in thds study maintained that management techniques 

such as marketing, routinisation and the protection of intellectual property rights and 

patents contributed to their competitive success. Marketing was considered to be 
fundamental to sustaining relationships with customers. Whilst owner-managers of firms 
in the industrial services/construction classification reported that they had little need of 
formalised marketing techniques, owner-managers from service oriented and 
manufacturing firms all contended that marketing was becoming increasingly important 

to sustaining competitive advantage. The degree of sophistication however, varied across 
firms. 
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Owner-managers participating in the semi-structured stage of this research also cited 

routinisation as an important factor in securing competitive advantage. The majority of 

owner-managers stated that they had put in place mechanisms that formalised their 

vision, knowledge and competencies. Furthermore, owner-managers across all size and 
industrial classifications argued that key success factors, once identified, were refined and 

organised into operational routines to ensure consistency and quality. It was observed 
however, that larger firms in the study had established more complex organisational 

routines. Training was also considered to be instrumental to sustaining competitive 

advantage and the majority of owner-managers alluded to the fact that their staff were 

currently involved in some form of training. In addition, the protection on patents and 

intellectual property rights was considered by three innovative firms in the study to be 

important to maintaining competitiveness. In these cases, owner-managers argued that 

whilst innovation had given them an initial advantage, the value of this advantage could 

only be sustained if they could successfully enforce the protection that associated patents 

and intellectual property rights afforded their respective companies. 

Management practices that had been implemented to enhance the competitive position 

of the growth firms in this study were less evident. In general, a few owner-managers 

suggested that their ability to recruit key personnel and build an adaptive and responsive 

culture were sources of competitive advantage. In this sense, they argued that people 

and their combined skills, knowledge and competencies were vital for long term success. 
Most notably, owner-managers in the industrial services/construction classification did 

not cite any management practices that could be perceived as augmenting their existing 

competitive positions although statements collected did imply that the ability of others 

was a key determinant of success. 

Finally, evidence from the interviews conducted with owner-managers of growth firms in 

Wales revealed that management practices had two potential influence upon strategic 
decision-making. Firstly, management practices such as ISO 9000 and other functional 

systems or tasks had increased the efficiency of the organisation. Thus, whilst the 

owner-manager or entrepreneurial team had been involved in the operational and 
strategic aspects of firm development at the outset, growth had prompted them to 
delegate functional tasks to improve efficiency. This, in turn, enabled a number of 
owner-managers to create more time to consider the future of their businesses. Similarly, 
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this process also helped owner-managers to improve the quality of the strategic decision- 

making process. This was further assisted by the introduction of new layers of 

management expertise, management information systems and the development of 

adaptive and responsive organisational. culture that facilitated and encouraged subsequent 

growth. 
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Chapter 9: Analysis and Interpretation 
This Chapter analyses the results of the preliminary study and semi-structured interviews. 

It was discovered that the concepts of the entrepreneurial and management filter 

developed by this thesis' provide a suitable framework for understanding how and why 

growth firms adopt management practices. The analysis of the data collected and draws 

upon the observations made in relation to existing knowledge discussed in Chapters two, 

three and four. In all cases the extent to which the results confirm or refute the existing 
literature and the subsequent conceptual framework proposed by this thesis are 
discussed. Evidence from the study seemed to corroborate that management 
development is driven and constrained by the experience and aspirations of the 

entrepreneur or owner-management team. Furthermore, practices such as planning, 
financial reporting, marketing and routinisation not only formalised the management of 

the firm but were also sources of competitive advantage. In this sense, this thesis argues 

that growth firms implement management practices to maintain advantages that have 

been derived from past experience, knowledge and processes. In addition, the 

introduction of new management expertise is viewed by growth oriented owner- 

managers as a means of widening the dynamic capabilities of their firm. Finally, the 

research also acknowledges that the management practices introduced by growth firms 

have an increasing influence upon operational and strategic decision-making, promoting 

more rational modes of strategic formulation. 

9.1 The Entrepreneurial Filter and Strategic Decision-Maldng 

In understanding how and why growth firms adopt management practices, it has been 

necessary to examine influences upon the decision-making process. Throughout this 

thesis it has been argued that the internal capabilities of the firm are key elements of 

growth. In this sense, it is maintained that certain personality traits, motivations and 
background factors of the entrepreneur determine the strategic direction and 
development of a firm. Given that these characteristics are essentially mediated by 

motivation and moderated by ability, research has yet to adequately directly associate 

certain personal attributes to firm performance and development. Thus, whilst it is 

reasonable to conclude that a causal relationship exists between the characteristics of the 
entrepreneur or owner-management team and firm development, the absence of any 
direct association ensures that personality traits viewed in isolation are insufficient 

Note: See Chapter 5. 
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predictors of growth. This thesis however, submits that certain characteristics and 
background influences combined with a range of internal and external factors determine 

firm development through an entrepreneurial filter. The initial research question 

proposed in Chapter five therefore, attempted to discover how personality and 
background characteristics shaped strategic decision-making and management 
development. Evidence from the study suggests that decision-making, organisational 

and management development was driven by an idiosyncratic entrepreneurial filter. 

Moreover, it was apparent that participants felt that this filter essentially consisted of 

several key components. These components related to the personal attributes, age, 

experience and competencies of the entrepreneur or owner-management team and also 

the variance of skills, experience and relative power that existed amongst owner- 

management teams. In addition, owner-managers of growth firms involved in the study 

felt that a range of external and internal environmental factors also influenced decision- 

making. 

9.1.1 Personal Attributes 

It was apparent from the semi-structured interviews that a wide range of personality 

characteristics influenced decision-making. Evidence from the study however, suggested 

that owner-managers considered the need to achieve, a need for an internal locus of 

control and ever changing attitudes towards risk and opportunity, as personality traits 

that primarily shaped the strategic direction and scope of their firms. These observations 

seem to support previous literature as to the importance of certain personality traits to 

the growth process. 

Previous commentators have consistently cited a high need for achievement to be 

conducive to firm survival and growth (McCelland 1961; Begley and Boyd 1987; 

d'Amboise and Muldowney 1988; O'Farrell and Hichens 1988; Kotey and Meredith 

1997). Furthermore, it is argued that the need to achieve provides the entrepreneur with 
the energy and motivation to succeed. Owner-managers involved in the study were 
quick to acknowledge, irrespective of firm size or industrial classification, that their 
decision to start and grow a business was driven by a high achievement motivation. The 
interviews also revealed that in the majority of cases the owner-manager or 
entrepreneurial team utilised this acl-devement motivation to drive the business forward 

and implement strategies and processes that were in line with their visions and objectives. 
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This discovery confirms the arguments put forward by Timmons (1985), Begley and 
Boyd (1987) and Penrose (1995) who contend that growth oriented entrepreneurs are 

always striving to meet and surpass challenging objectives. Notwithstanding this 

endorsement, it is perhaps pertinent to note that unlike Begley and Boyd (1987) who 

maintained that the need to achieve was only important in the early stages of firm 

development, this research cannot make a similar distinction. In fact, evidence collected 
from sen-d-structured interviews generally implied that irrespective of firm size or age, 

owner-managers reported that their motivation to succeed had not rescinded once they 
had established a successful enterprise. In some cases, most notably in the case of the 
family owned firms, it was observed, that the need to achieve was linked more to making 

sure that the business continued to survive and support a certain standard of living. 

Moreover, in the preliminary study there seemed to be some division between owner- 

managers who were looking to pursue further growth and those looking to consolidate. 

Owner-managers who stated that they were hoping to pursue further growth tended to 

look towards the introduction of management as a means of facilitating the growth 

process. Conversely, owner-managers who reported that they were currently seeking 

consolidation, implied that they had little inclination towards further management 

development. This observation seems to support the proposition that some owner- 

managers, once they have reached a certain level of success, are content to disengage 

from the growth process and enjoy the rewards of their past endeavours (Stanworth and 

Curran 1976; Churchill and Lewis 1983; O'Farrell and Hitchens 1988). Furthermore, it 

can be argued that these businesses can be defined as lifestyle businesses (Burns and 

Harrison 1996) in which the desire to grow is simply a precursor to achieving a pre- 

determined level of income and intrinsic reward. This behaviour was particularly evident 
in the family owned businesses or those firms in which owner-managers stated that they 

were close to retirement. 

Closely related to the need to achieve was a belief by many owner-managers that they 

were ultimately responsible for the success of their business. In this sense, it is 

maintained that the existence of an internal locus of control is often consistent with a 
high achievement motivation (Rotter and Hochreich 1976). Some owner-managers 
argued they had always considered that they were, to all intents and purposes, the 'master 

of their own destinies' while others reported that past success had changed their 
perceptions of how much influence they could exert upon firm success. The 
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entrepreneurship literature submits that individuals with a high internal locus of control 

are inclined to think that the efficacy of personal judgements determines firm 

performance and not the existence of luck or fate (Brockhaus 1982; Begley and Boyd 

1987). Nonetheless some owner-managers, regardless of their belief that firm success 

was primarily due to their efforts, were unwilling to discount the fact that luck did not 

contribute to overall. success. This observation further supports the proposition that 

whilst entrepreneurial perception may shape the strategies employed by the firm, 

subsequent performance is reliant upon the extent to which these strategies are 
:0 

successfully adopted by the environment (Alchian 1950; Penrose 1995). 

The propensity to take risk is viewed by many as the key attribute of a successful 

entrepreneur. It is argued that the willingness to take risks enables the entrepreneur or 

owner-management team to operate effectively despite the existence of uncertainty 

OCnight 1921; Hebert and Link 1988; Chell et al 1991). In this study, most owner- 

managers viewed risk as a factor that exerted a considerable influence upon decision- 

making. Attitudes to risk however, varied. Some owner-managers of smaller service 

oriented firms reported that they were always willing to entertain risk whereas owner- 

managers of larger firms stated that they had become more confident in their ability to 

evaluate risk as their firms had expanded. This evidence corroborates previous 

generalisations that the ability to undertake risk and accurately interpret the nature of an 

uncertain environment can be viewed as a particular entrepreneurial or managerial 

competence Prucker 1985; Hodgson 1995). Furthermore, previous commentators have 

contended that an individual's self-efficacy for decision-making also detern-iines the 

extent to which a person is willing to entertain risk (Mullins 1994). An observation made 

in the semi-structured interviews also supported the view that the propensity to 

undertake risk diminishes as a firm achieves growth and establishes an asset base 

(Stevenson 1985; Smith and Miner 1983; Timmons 1985; Begley and Boyd 1987; 

d'Amboise and Muldowney 1988; Kao 1989). Nevertheless, there were several instances 
in which owner-managers stated that they were essentially risk averse. Most notably, risk 
aversion was common place amongst owner-managers of firms in the industrial 

services/construction classification and the hostility and uncertainty associated with these 
industries were consistently cited as the source of this unwillingness to entertain risk. 
Many owner-managers viewed the assessment of risk to be essential to firm development 

and performance. Moreover, it was argued that this competence was directly related to 
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the pursuit of opportunity and vision. This was particularly evident in the larger firms 
involved in the study. In these cases, the pursuit of opportunity was linked primarily to 

the objectives of the firm. In addition, opportunity was also evaluated in terms of risk. 
Existing literature is quick to point out that the absence of enterprising behaviour is a 

significant barrier to growth (Penrose 1995) and that this behaviour often dissipates as a 
firm realises growth (Stevenson 1985; Kao 1989). Nevertheless, it is also submitted that 

any attempt to pursue opportunity is dependent upon the ability of the firm to exploit an 

opportunity (Baum 1995). Thus, it is perhaps unsurprising that the majority of larger 

firms in this study adopt a more scientific approach to risk assessment due to an 

emerging competence to evaluate whether or not an opportunity can be exploited given 

any existing constraints they might face. Despite this general trend it is pertinent to note 

that the willingness to undertake risk is also inextricably linked to the motivations of the 

entrepreneur. As a result some owner-managers that participated in tl-ds study contended 

that personal aspirations could exert both a positive and negative influence upon their 

propensity to entertain risk. 

It was evident that the willingness to undertake risk combined with the existence of high 

achievement motivation, an internal locus of control and a desire to pursue 

opportunities, were considered to be important determinants of decision-making by 

owner-managers of firms involved in this study. Moreover, the research has illustrated 

that these attributes are subject to temporal change. This study has also highlighted that 

the effect of personality characteristics upon firm performance remains a complex issue 

due to their idiosyncratic nature. Notwithstanding this fact, this research has confirmed 

that whilst these traits are mediated and moderated by ability and motivation, all these 
factors exert a considerable influence upon decision-making and the strategic direction, 

development and scope of growth firms. It is therefore reasonable to surmise that the 

personal attributes of the need to achieve, a willingness to undertake or evaluate risk in 

response to opportunities provided by the environment and entrepreneurial motivation 
are key components of the entrepreneurial filter. 

9.1.2 Sociological and Experiential Influences 

It is argued that certain background factors determine entrepreneurial activity. Previous 
arguments that the entrepreneur is a deviant personality have been superseded by 

evidence, which contends that factors such as unemployment, education and experience 
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provide more suitable explanations of small firm creation and growth (Storey 1994). 
Kinsella et al (1994), Storey (1994) and Barkham et al (1996) all maintain that growth 
firms are more likely to be owned by entrepreneurs that have been initially attracted to 

self-employment by a particular market opportunity. Data collected during this study 
however, suggested that owner-managers started their firm for a number of different 

reasons. Some set up their companies in response to market opportunities whilst others 

were forced into self-employment through redundancy - and unemployment. 
Nonetheless, in all cases, owner-managers that participated in the research reported that 

their businesses had been built to deliver a service or product based upon their personal 

perception, vision or understanding of an industry. 

Owner-managers maintained that previous experience and existing competencies were 
key determinants of strategic decision-making. In this sense, participants stated that the 
decision to start the business had been significantly influenced by past industry 

experience. Furthermore, it was apparent that whilst not all owner-managers possessed 
industry related experience they were invariably part of a team that did possess tl-ds 

experience. The experience that an owner-management team brings to an 

entrepreneurial venture has received a considerable amount of attention in the literature, 

Whilst evidence remains inconclusive as to the effect of industry experience upon 

performance, this research supports the notion that past experience is inextricably linked 

to performance. Owner-managers involved in this study reported that previous 

experience was often utilised in deciding firm strategy and development and these 

observations help to substantiate claims that there is a positive relationship between 

experience, performance and growth (Chandler and Hanks 1993; Herron and Robinson 

1993). Evidence from the semi-structured interviews supports the view that experience 
is, in part, responsible for shaping the 'dominant logic' of a firm (Bettis and Parhalad 

1995; Reuber and Fischer 1999). Thus, it is argued that the experience of the 

entrepreneur or owner-management team is also a constituent part of the entrepreneurial 
filter. 

In addition to the influence that previous experience exerts upon the strategic direction 

and scope of the firm, data from the semi-structured interviews also provided support 
for the proposition that previous management expertise assisted firm development and 
growth (Gibb and Dyson 1984; O'Farrell and FEtchens 1988; Davidsson 1991; Beaver 
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and Jennings 1995; Tether 1997; Gasse 1998). Many owner-managers stated that 

previous management experience in areas such as finance and marketing influenced the 

strategic direction, evolution and scope of their respective firms. Moreover, quantitative 
data confirmed that of the 64 owner-managers participating in the study, 47 (73.44%) 

possessed previous management experience. Apart from previous industry and 

management experience, other skills considered to be of importance in terms of shaping 

strategic direction and firm development were directly related to industrial classification. 

For example, firms in the industrial serviccs/construcdon classification cmphasised the 

significance of building relationships with clients and suppliers, whereas service oriented 

firms commented that competencies related to the delivery of a quality service were 

considered essential. In contrast, owncr-managers from manufacturing firms argued that 

previous knowledge concerning the efficient management of a production process was 

often utilised to determine firm development. 

Previous research has maintained that the increasing complexity of the business 

environment in which many small firms operate provides that the educational 

background of the owner-manager or entrepreneurial team is becoming more significant 

in determining entrepreneurial success (Stanworth and Gray 1991; Chandler and Jansen' 

1992; Lambing and Kuehl 1997). Evidence from this study however, cannot support this 

claim and whilst it was evident that 31 (48.44%) owner-managers who participated in this 

study were educated to at least degree level, comments from the semi-structured 

interviews seemed to suggest that the value of this education to strategic decision-making 

was limited. In fact, in the majority of cases it was evident that owner-managers felt that 

education had little effect upon the decision-making process. The research undertaken 

also highlighted that the influence exerted by certain demographic influences was limited. 

Descriptive statistics revealed that the majority of owner-managers were male (90.630/o), 

married (78.1%) and were aged between 35 and 54 (62.411/6). Despite these 

observations, no owncr-manager who participated in the study explicitly stated that these 
demographic influences had any influence upon management development or strategy. 
Consequently, this research generally supports the proposition made by Chandler and 
Hanks (1994) that there is no conclusive relationship between certain demographic 
influences and the entrepreneurial archetype. Furthermore, evidence from the study 
substantiates claims that there is no one correct combination of background factors 
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which can be consistently applied to the concept of smaU business growth (Storey 1994; 
Beaver and Jennings 1995) 

Nevertheless, during the qualitative interviews two notable exceptions emerged. Firstly, 

the sociological factor of age was viewed by owner-managers to having a bearing on 
decision-making. In this sense, a few owner-managers contended that age had an effect 

upon their willingness to entertain risk. It was apparent that some of the older owner- 

managers tended to be risk averse, preferring to make more calculated decisions that 

ensured that their needs continued to be supported by their businesses. It can therefore 
be surmised that within the context of tl-ds sample, the aspirations of the business were 
linked to the age of the entrepreneur or owner-management team. Secondly, it was 

observed that owner-managers of family owned ventures were more inclined to consider 

the needs of family members and inhibit any decisions that were likely to adversely affect 

the family unit. Thus, it can be concluded that the importance of demographic factors to 

the strategic decision-making of growth firms is confined to the relative ages of the 

entrepreneurial team and the extent to which the business can be categorised as a family 

oriented venture. 

9.1.3 The Owner-Management Team 

In instances where growth fmns involved in this study were owned and managed by 

more than one person it was evident that group dynamics also influenced the decision- 

making process. In most cases, ownership was divided equally but in circumstances 

where one owner-manager enjoyed a majority shareholding it was observed that this 

power exerted a considerable influence upon the strategic direction and scope of the 
firm. 

It is argued that the degree of variance in the skills and experience-set of the owner- 

management team is an essential determinant of success (Eisenhardt and Schoonhoven 

1990; Weinzimmer 1997; Chandler and Hanks 1998). Evidence from the study generally 
corroborates this view with many owner-managers stating that the combination of 
personalities, skills and experience have assisted firm development and evolution. 
Moreover, owner-managers were quick to point out that while conflicts arose, the 
aspirations of the owner-management team were usually similar. Instead, decisions 
concerning how the firm should meet these objectives and certain personal aspirations of 
the owner-management team were cited as sources of conflict. Nevertheless, this 
conflict was often viewed positively and many owner-managers maintained that these 
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differences were beneficial to firm growth and development. In general, these 

observations support the propositions made by Eisenhardt and Schoonhoven (1990) 

who submitted that functional and industrial heterogeneity amongst top management 

teams ensure that the decision-making process does not stagnate and leads to more 
balanced decision-making. 

It is also contended that team founded ventures have a greater chance of success than 
firms established by an individual (Barkham 1992; Storey 1994; Kinsella et al 1994; 

Barkham et al. 1996; Chandler and Hanks 1998). Data collected however, cannot ffilly 

substantiate these claims. A significant proportion of firms (32.26%) are currently 

managed by one individual. In addition, a few of the firms with owner-management 

teams were dominated by a majority shareholder. In these circumstances, participants 

purported that the views of minority shareholders could be ignored or overridden. 

Consequently, it can be surmised that in instances where an entrepreneur possesses a 

majority shareholding, the benefits of constructive conflict are severely constrained. 

9.1.4 Environment Influences and the Growth Firm 

Despite the collection of quantitative data on the age, size, industrial classification, 

exporting behaviour and market orientation, no conclusions can be drawn as to their 

influence upon strategic decision-making and firm development. Nevertheless, it is 

pertinent to note that whilst previous studies have argued that small firm growth is 

experienced by businesses that occupy niche or localised markets, evidence from the 

quantitative data refutes these claims. Instead, this research generally supports the 

premise that growth can be achieved across a variety of markets and sectors (Smallbone 

et al 1995). 

Previous research has continually stated that a wide range of internal and external factors 

influence small business growth (O'Farrell and Hitchens 1988). It was reported in the 

course of this study that the internal and external environment exerted a considerable 
influence upon decision-making. Evidence from the prelin-dnary study and the semi- 
structured interviews revealed that owner-managers commonly cited the ability of 
employees as a major consideration in deciding upon future strategies. In addition, many 
owner-managers also submitted that the availability of management and a suitable labour 
force were key decision variables that often shaped firm development. Existing literature 
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does not explicitly acknowledge the influence that these perceived capabilities have upon 
strategic decision-making or firm performance. Nonetheless, previous commentators 
such as Hart et al (1995) and Hughes (1998) argued that growth is constrained by the 
firm's ability to access the necessary resources for expansion. Previous studies have also 
concluded that the lack of management and labour skills is viewed as a considerable 
constraint to growth (Smallbone et al 1995; Hughes 1998). Moreover, it is argued that 

growth is also derived from a firm's capability to establish an appropriate business 

platform from which expansion can be realised (Klofsten 1998; Hughes 1998). Larger 
firms involved in the study also argued that their development had led to more people 
being involved in the decision-making. Whilst some respondents reported situations 

where staff having a direct input into the decision-making process led to increased 

conflict and lengthened decision-making, this input usually engendered more balanced 

decision-making. This observation further supports the proposition that functional and 
industrial heterogeneity are positively correlated with firm growth and development 

(Eisenhardt and Schoonhoven 1990; Weinzimmer 1997). Nevertheless, in these 

circumstances the entrepreneur or owner-management team still had the ability to 

override consensual decision-making. 

In all cases, participants stated that market fluctuations and external market forces 

influenced strategic decision-making. Furthermore, evidence from the semi-structured 
interviews suggested that larger firms were also more inclined to take into account the 

activities of competition. In contrast, smaller firms commented upon their need to 

reduce their dependency on particular customers or markets. These observations 

support the proposition that smaller firms, due to a tendency to position themselves in 
localised or niche markets, are more likely to be dependent upon a limited customer base 
(Cambridge Small Business Research Centre 1992; Hughes 1998). Smaller service 
oriented and industrial services/construction based firms also reported that customers 
and suppliers were important decision-making variables. In this sense, owner-managers 
contended that their activities were often determined by shifts in customer and supplier 
behaviour. 

The availability of resources in response to environmental change was commonly cited 
by owner-managers as a factor that exerted considerable influence upon the strategic 
direction and scope of their firms. In addition to the availability of management and 
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labour skills mentioned above, all owner-managers argued that access to financial 

resources was a fundamental decision-making variable. Access to finance was not limited 

to external sources and evidence from both the preliminary study and semi-structured 
interviews seem to support the proposition that the lack of financial expertise, working 

capital and access to finance constrained growth aspirations (Cambridge Small Business 

Research Centre 1992; Burns and Harrison 1996; Nayak and Greenfield 1994; Peel and 

Wilson 1996). Thus, the general consensus between owner-managers involved in this 

study seemed to suggest that access to resources was an important factor that exerted a 

significant influence upon decision-making and firm development. In this sense, many 

owner-managers felt that if their firms were unable to acquire or access key resources 

such as capital and labour, firm development could subsequently be constrained. It was 

therefore evident that the majority of owner-managers involved in this study were 

essentially constrained by resource ownership and thus were comparable with the 

entrepreneurial management 'trustee' typology developed by Stevenson (1985). It was 

also apparent that as with risk, entrepreneurial perception of the availability of resources 
influenced decision-making. Consequently whilst most owner-managers felt that they 

always looked towards exploiting new opportunities, the decision to proceed was 

ultimately dependent upon access to or ownership of the necessary resources. 
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9.1.5 Constructing the Entrepreneurial Filter 

Evidence from this study supports the proposition that the personality and background 

characteristics of the entrepreneur or owner-management team exert a considerable 
influence upon the strategic direction, scope and development of growth firms. Figure 

9.1 provides a theoretical framework of how these factors affect strategic decision- 

making and firm evolution. These observations also expand the initial framework 

developed in Chapter five noting the particular influences upon strategic decision-making 

in growing smaU ventures. 

Entrepreneurial Filter 

Background Personal 
Characteristics Attributes 

Industrial /Business Need to Achieve 
Experience 

Internal Locus of 
Ability/Skills Control 

Environmental Filter 

Opportunities 
And 

Access to 
Complementary 

Resources 

Figure 9.1: The Entrepreneurial Filter and Strategic Decision-Maldng 

Within this context it has been argued that the need to achieve, an internal locus of 
control, the willingness to undertake risk and pursue opportunities, are all personality 
traits that impact upon the decision-making process. In addition to these psychological 
influences, the previous industrial and business experience of owner-managers also 
shapes the behaviour of growth firms. These factors are responsible for shaping 
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entrepreneurial perception that determines how an entrepreneur or owner-management 
team interprets the internal and external environment and more significantly shapes 
entrepreneurial behaviour. Throughout data collection it was evident that external 
factors such as the existence of opportunities and access to complementary resources, 
customer behaviour, supplier preferences, the nature of a firm's industry and competition 

were key elements affecting entrepreneurial perception and behaviour. Similarly, internal 

factors including responsibility as an employer, the ability of staff, relative size in terms 
of firm assets and the availability of existing resources were commonly cited by owner- 

managers as determinants of strategic decision-making. 

This evidence provides support for the proposition that entrepreneurial behaviour is 

synomonous with the decision-making process (Child 1972; Herron and Robinson 1993). 

Moreover, this study has given additional support to the premise that performance or 

growth is, to all intents and purposes, an assessment of an owner-manager's strategic and 

operational competence. Nevertheless, it was apparent from comments made by a 

number of participants that luck also Plays a crucial role in securing entrepreneurial 

success. In this sense, the research adds weight to the argument that the value of 

strategies adopted by growth firms is exogenously determined (Alchian 1950; Penrose 

1995). The complexity of the environment also suggests that rational optimisation is 

unrealistic (Kelm 1998). Consequently, whilst performance may encourage self-efficacy 
in terms of decision-making and risk taking, the existence of uncertainty also ensures that 
decisions are subject to environmental interpretation. The research has confirmed that 

environmental effects upon firm success are twofold. Firstly, the internal and external 

environment shapes entrepreneurial perception and the subsequent strategic direction 

and scope of the firms. Secondly, the market environment determines actual 

performance by evaluating the total value of the strategies and activities that result from 

entrepreneurial decision-making. This constraint, often referred to as 'bounded 

rationality' has an important effect upon the decision-making process and governs the 
range of strategic and evolutionary alternatives that are realistically available to the 
growth firm (Simon 1979; Penrose 1995; Batstone and Pheby 1996; Kelm 1998). Finally, 

this research suggests that the concepts of environmental determinism and strategic 
choice are equally relevant to small business growth. Thus, whilst the entrepreneurial 
filter governs strategic choice, performance is the mechanism by which the strategic 
competence of the entrepreneur or owner-management team is evaluated. 
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It is therefore reasonable to conclude that the entrepreneurial filter combined with a 

number of internal and external influences continuously governs entrepreneurial 

perception and the strategic behaviour of a growing venture. Moreover, the study 
indicates that the entrepreneurial filter, refined throughout this thesis, provides a suitable 
dynamic framework for understanding how and why certain personal, experiential, 

internal and external factors influence firm development and the adoption of 

management practices in growth firms. 

9.2 The Introduction and Adoption of Management Practices in Growth Firms 

Previous research has reported that certain management practices tend to be present in 

high growth firms and that in some cases the absence of particular management practices 

are precursors to failure (Storey 1994; Smallbone et al 1995). There is however, 

confusion in the literature on how and why growth firms generally adopt management 

practices. 11istorically, previous literature has attempted to describe management 

development either in terms of a transition from an entrepreneurial to professional style 

of management or as part of a stage of firm growth and development. This study 

suggests that the rationale behind the adoption of certain management practices is 

derived from three primary sources. Firstly, the adoption of management practices is 

linked to the previous experience and aspirations of the owner-manager or owner- 

management team. Secondly, management practice adoption is driven by the need to 

manage the growth process and ensure that relevant information flows into the decision- 

making process. Finally, management development in growth firms is governed ýy the 

willingness of the owner-manager or entrepreneurial team to pursue growth through 

further firm evolution. This study also highlights that the various components of the 

entrepreneurial filter conceptualised in Chapter five and developed in Section 9.1 

influence the adoption of management practices in growth firms. 

9.2.1 Experience as a Determinant of Management Practice Adoption 

During the preliminary study and semi-structured interviews it was evident that the 

previous experience and knowledge of the entrepreneur or owner-management team was 
instrumental in deciding what management practices were implemented by growth firms. 
TI-ds observation further supports the proposition made in this thesis that an 
idiosyncratic entrepreneurial filter influences the strategic decision-making and 
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development of growth firms. Moreover, evidence from this study implies that firms 

from differing industrial classifications were inclined to introduce management practices 

that enabled industry specific success factors to be secured. For example, participants 

from firms that could be classified as industrial services/construction argued that 

processes and management practices that allowed their respective firms to establish trust 

through the supply chain were important to long term survival. In these instances, the 

implementation of practices that attempted to build strong relationships with customers 

and suppliers and the introduction of quality assurance practices such as ISO 9000 to 

ensure consistency, were related to the previous experience of the owner-management 

team. Similarly, owner-managers of firms in the service and manufacturing industries 

also reported that management practices aimed at securing customer loyalty and 

improving service delivery or product quality were usually linked to prior industry 

knowledge and experience. This evidence offers support for the claims made by Aldrich 

and Fiol (1994) and Markman and Baron (1998) that building relationships with internal 

and external stakeholders is a particular entrepreneurial competence derived from 

previous industry experience. These observations generally support the proposition that 

previous experience and growth are inter-related (Sandberg and Hofer 1987; O'FarreU 

and Hitchens 1988; Chandler and Hanks 1993; Herron and Robinson 1993; Reuber and 

Fischer 1999). Moreover, the fact that previous experience was cited as a major factor 

behind why growth firms adopt certain management practices further supports the 

proposition that the lack of management or industrial experience inhibits growth (Gibb 

and Dyson 1984; Gibb and Davies 1990; Chandler and Jansen 1992; Beaver and Jennings 

1995). 

Many owner-managers also considered previous management experience as the principal 

rationale behind the adoption of professional management techniques such as business 

planning and objective setting. A number of firms in this study had quickly adopted a 
formalised approach to strategic decision-making and when questioned, owner-managers 

confirmed that past experience had prompted this action. These observations support 
the claims of previous commentators such as Gibb and Davies (1990), Storey (1994), 

Kinsella et at (1994) and Barkham et al (1996) who argued that formal planning is a 
prerequisite to growth. There were however, a few exceptions to this general trend, most 
notably in the case of the three family oriented firms involved in this study. In all three 
of these cases there was no evidence to suggest that these firms shared the viewpoint of 
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other owner-managers in relation to the professionalisation of the business. Despite 

these exceptions it was apparent that the majority of owner-managers involved in this 

study contended that their businesses had been professionally managed from start-up. 
The extent of this professionalism was governed principally by entrepreneurial 

perception and past industrial and managerial experience. Thus, the premise that growth 
firms usually undergo a transition from an entreprenuerially managed to a professionally 

managed (Flamhotz 1986; Watson 1995), organisation cannot be fully supported by this 

research. In fact, it is pertinent to note that evidence from this research suggests that 

growth firms involved in this research were more inclined to introduce professional 

management during the initial phases of firm development. Thus, this research seems to 

strengthen the proposition made by Smallbone et al (1995) that growth firms are more 

inclined to introduce professional management practices to fuel growth. 

In addition to a professional style of management the previous experience of owner- 

managers involved in this study also led many to introduce management practices that 

enabled strategy to be communicated throughout the organisation. Nonetheless, there 

was considerable variation in terms of allowing others to contribute to the decision- 

making process. For example, comments made by certain owner-managers suggested 

that previous experience had encouraged them to involve others in the decision-making. 

Thus, as with the entrepreneurial filter, these owner-managers reported that past 

experience had illustrated the benefits of a consensual and more balanced decision- 

making process (Eisenhardt and Schoonhoven 1990; Weinzimmer 1997; Chandler and 

Hanks 1998). Other owner-managers however, contended that past management 

experience had taught them that too much input often led to ineffective and 

unresponsive decision-making. Furthermore, these owner-managers argued that the 

success of their company was dependent upon maintaining a clear vision and that the 

ancillary aspirations and objectives of other stakeholders could conceivably dilute the 

primary goals of their organisations. Given that this behaviour was evident in both large 

and small firms, it is reasonable to surmise that these observations conflict with two 
different viewpoints in the existing small business growth literature. Firstly, a willingness 
to involve others in determining business strategy seems to partly undermine theories 
that suggest that owner-managers in growth firms in the initial stages of development are 
essentially autocratic (Ray and Hutchinson 1983). Secondly, the existence of autocracy in 
large firms also refutes claims that as firms grow they tend to opt for more consensual 
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forms of strategic decision-making (Flamhotz 1986; Scott and Bruce 1987; Dodge and 
Robbins 1992). 

9.2.2 Adopting Management Practices to Co-ordinate Growth 

During the preliminary study and semi-structured interviews owner-managers implied 

that one of the main reasons behind the adoption of management practices associated 

with planning and control was to effectively manage growth. It has been previously 

stated in Section 9.2.1 that with the exception of family oriented firms all firms involved 

in this study had introduced formalised planning. The sophistication of the planning 

undertaken however, was related to firm size. Consequently, whilst there were instances 

where smaller ventures had introduced complex systems of planning and control, it was 

apparent that larger firms normally employed more complex planning and control 

techniques. Previous literature has consistently cited formalised planning as a 

prerequisite of success (Robinson and Pearce 1984; Lyles et al 1993; Kinsella et al 1994; 

Rue and Ibrahim 1998). This research tends to support these claims with the exception 

of the family run businesses involved in the study. Nevertheless, evidence from both the 

semi-structured interviews and preliminary study suggests that whilst smaller firms had 

no need to introduce formalised planning that exceeded their existing resource base, 

these firms did undertake less complex forms of formalised planning and control. Thus, 

this research cannot substantiate the commonly held view that smaller firms wishing to 

grow are often constrained by a tendency to concentrate on managing operational issues 

(Sonfeld 1994; Ahire 1996). Conversely, this study provides additional support for the 

proposition that survival and growth are dependent upon a firm's ability to continually 

manage resource allocation (Yeh-Yun Lin 1998). 

Planning and control was achieved in firms irrespective of size and industrial 

classification through the introduction of management information systems that enabled 
the entrepreneur or owner-management team to manage the business remotely. 
Management information systems varied in their complexity but generally owner- 
managers stated that the systems were geared towards furnishing the decision-making 

process with important financial, resource, customer and market information. 
Observations made during the semi-structured interviews implied that management 
information systems delivered data to the entrepreneur or owner-management team 
through a wide range of mediums from complex computer databases to paper based 
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systems. The utilisation of management information systems to assist planning and 

enable decision makers to control business activities, seems to corroborate the view that 

management in growth firms shifts from a holistic to a more functional form of 

management (Gibb and Davies 1990; Watson 1995). This research also seems to support 

the proposition that growth firms are more likely to have the ability to introduce 

appropriate systems and organisational structures to manage growth and an expanding 

resource base (dAmboise and Muldowney 1988; Dyer 1997). Furthermore, it is 

important to acknowledge that the development of management information systems 

can also be attributed to the entrepreneurial filter developed in Section 9.1. In fact, the 

entrepreneur or owner-management team essentially determines the information 

provided by systems of planning and control. Thus, it is reasonable to surmise that in 

the initial stages of firm growth the development of management practices such as 

planning and control continue to be driven by the personality characteristics, experience, 

knowledge and aspirations of owner-managers. 

Closely related to the introduction of planning and control to co-ordinate the growth 

process was the importance of financial management practices to firms involved in this 

study. The majority of firms irrespective of size and industrial classification had 

implemented financial management practices such as budgeting, financial objective 

setting and reporting to co-ordinate growth. The significance of financial management 

to firm success has already been debated in the existing small business literature. 

Commentators such as McMahon and Scott (1991) argued that the financial practices 

used by small ventures has remained largely unchanged and that there is no evidence to 

suggest that the use of financial management differentiates a successful firm from an 

unsuccessful one. In contrast, Storey et al (1987), Nayak and Greenfield (1994) and 
Storey (1994) contend that poor financial management is often a precursor to business 

failure. 

Evidence from this research suggests that growth firms utilise financial practices that 

enable them to co-ordinate and facilitate growth. Owner-managers involved in the study 

were quick to emphasise the importance of financial information to the determination of 
firm strategy and how the lack of finance had often frustrated their growth aspirations. 
This observation offers another link to the external and internal factors discussed in 
Section 9.1.4 that influence the strategic decision process and constituent elements of the 
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entrepreneurial filter. Moreover, comments made by owner-managers in both the 

preliminary study and the semi-structured interviews seem to reiterate the importance of 
financial resources to facilitating growth. These statements seem to corroborate the 

commonly held view that access to financial resources is a key determinant of growth 
(European Commission 1996b; Balje and Waasdorp 1999). In a few instances, owner- 

managers reported that they had discovered factoring and invoice discounting as 

solutions to their needs to resource growth and pursue growth aspirations. Interestingly, 

the use of invoice discounting was not restricted to firm size in either the service or 

manufacturing industrial classification. The use of these practices however, was not 

evident in firms in the industrial services/construction classification and may reflect the 

importance of mutual trust and relationships cited by owner-managers of these firms. 

Owner-managers involved in the study argued that financial management practices had 

improved the decision-making process. Whilst many were quick to point out that in the 

majority cases the practices they had introduced had enabled them to assess the potential 

rewards of exploiting opportunities, these practices had also had adverse effect on their 

willingness to pursue certain opportunities. This is perhaps unsurprising given that 

financial reporting provides information on the potential cost of exploiting an 

opportunity. Consequently, many owner-managers reported that whilst financial 

management practices had enabled them to improve the quality of the decision-making 

process, this improvement had subsequently influenced tl-ds willingness to undertake risk. 
Nonetheless, participants suggested that in most cases this had been advantageous as 

stringent financial management had usually exposed certain opportunities as unrealistic. 
This observation seems to substantiate the claims made by Stevenson (1985), Kao (1989) 

and Mullins (1994) who all argued that the existence of a resource base and increasing 

net worth often placed constraints on subsequent expansion. Notwithstanding this fact, 

it is pertinent to note that owner-managers do not perceive financial management as a 
barrier to growth but as a valuable practice that improves the quality of decision-making 
by enhancing their ability to calculate risk. Thus, it is reasonable to conclude that the 
introduction of financial management practices has generally decreased the propensity to 
undertake unnecessary risk and enabled growth owner-managers to manage the 
allocation of resources more efficiently in relation to the pursuit of opportunities to 
satisfy growth aspirations. 
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Various techniques had also been used to standardise work practices. Many owner- 

managers suggested that the use of ISO 9000 had proved to be invaluable. In this sense, 

they argued that tl-ds system of quality assurance could also be implemented to guarantee 

that certain procedures were followed outside the direct supervision of the owner- 

management team. Moreover, a few owner-managers commented that the ISO 9000 

helped to maintain a company's vision by ensuring that the firm was organised in a way 

that strengthened the previous experience and knowledge of owner-managers. The use 

of quality standards such as ISO 9000 is receiving increased attention in the small 

business literature and evidence from this research implied that f=s were implementing 

and customising the ISO 9000 standard to promote consistency and maintain 

effectiveness. This observation suggests that the arguments put forward by Cranswick 

(1995) and Chittenden et al (1998) regarding the utilisation of ISO 9000 and other quality 

standards to improve competitiveness, efficiency and meet pre-ordained management 

expectations, are supported by this study. 

9.2.3 Firm Evolution 

The third reason behind the introduction of management practices was to assist and 

facilitate firm development and evolution. During the preliminary study and semi- 

structured interview phases of this research, owner-managers reported that the 

introduction of new layers of management had been instrumental to growth. Moreover, 

there was a notable difference between the number of management layers present in the 

smaller firms in the study when compared with their larger counterparts. In general, it 

was apparent that larger firms tended to have a wider range of management expertise 

whilst smaller firms had attempted to develop management expertise in one or two key 

areas. This observation provides additional support for the proposition that firm growth 
forces organisations to become more formal and introduce functionality and bureaucracy 

to manage growth (Churchill and Lewis 1983; Stevenson and jarillo-Mossi 1986; Kao 

1989; Dodge and Robbins 1992; Kinsella et al 1994; Storey 1994; Barkham ct al 1996). 
This evidence further corroborates the view that management in smaller ventures tends 
to be more of a holistic nature (Gibb and Davies 1990; Stanworth and Gray 1991). 
Furthermore, comments made by owner-managers of firms involved in this study also 
suggested that the implementation and development of professional and functional 

management are synomonous with the growth firm (Storey and Sykes 1996; Smallbone et 
al 1995). Nevertheless, participants clearly stated that whilst there was a need to 
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introduce new layers of management and departmentalise their ventures, they had taken 

steps to try to avoid the pitfalls of professionalism and bureaucracy. Hence, many 

owner-managers contended that they had made every effort to preserve their vision and 

ensure that any adverse effects of bureaucracy and formalisation were minimised. These 

statements seem to suggest that the owner-managers involved in this study subscribe to 

the view that there is an inherent need to preserve entrepreneursl-ýp throughout the 

growth process (Stevenson and jarillo-Mossi 1986) to reduce functional conflict, 

opportunism and self interest that is associated with large organisations (Alchian and 
Demetz 1972; Williamson 1975; Cromie et al 1995). In addition, in line with the 

observations made in Section 9.1.4, it was also apparent that the need to introduce new 
layers of management was often frustrated by a lack of suitable candidates. In these 

circumstances owner-managers implied that previous recruitment mistakes adversely 

affected growth and consequently owner-managers had concluded as a result, that it was 

usually better to introduce layers of management before they were required if they could 

recruit individuals with the right attitude and competencies. In instances where this was 

not possible, owner-managers generally submitted that the lack of access to a suitable 

management often frustrated their growth aspirations. 

During the second stage of this study a number of owner-managers argued that past 

success had led them to the conclusion that there was a need to augment their existing 

competence and knowledge base. In this sense, they argued that the introduction of new 

skills and resources had enabled them to establish a business platform (Klofsten 1998) 

capable of facilitating further growth. Despite differences in firm size, as to the 

complexity and extent of the business platform, it is pertinent to note that the majority of 

owner-managers, irrespective of firm size or industrial classification viewed the 
introduction of new expertise to be crucial to sustained success. In almost all cases, 

owner-managers confirmed that they had introduced key personnel to enhance the 

strategic capabilities of their firm. In some instances, most notably in firms employing 
less than 50 people, there was a wide range of methods used to achieve this goal. In the 

simplest case, owner-managers suggested that they had introduced new layers of 
management to remove themselves ftom operational issues, delegating this authority to 
key personnel so they could find time to contemplate the future of the business. Other 
firms had introduced non-executive directors with key management expertise in areas 
such as finance and marketing and some had implemented a board of directors that 
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governed strategic decision-making. Similarly, larger firms employing more than 50 

people, also employed similar techniques. Whilst it was evident that the number of 
management layers that existed in a particular firm depended upon its size, evidence 
from the serni-structured interviews suggested that the types of decision-making forums 

utilised by owner-managers varied enormously across the dimensions of industrial 

classification and firm size. 

Notwithstanding the methods employed to facilitate firm development and growth, it 

was apparent that in the majority of cases owncr-managers were seeking ways of 
improving the quality of the decision-making process and the efficient operation of their 

ventures. Regardless of whether operational delegation had been preferred to the use of 

non-executive directors or a board of directors it was apparent that the introduction of 

new layers management created managerial slack and enhanced the competence base of 

the organisation. Consequently, it can be argued that the augmentation of their 

company's knowledge and experience base combined with managerial slack enabled 

owner-managers of firms involved in this study to improve the decision-making process 
(Lyles et al 1993; Penrose 1995). The fact that their owner-managers had or were 

considering the introduction of new layers of management to assist firm development 

through the addition of complementary expertise to create managerial slack suggests that 

these owner-managers were aware of the dangers of becoming strategically 'myopic'. In 

other words, owner-managers involved in this study whilst accepting that in the initial 

stages of development there was a need for holistic management (Gibb and Davies 1990; 

Stanworth and Gray 1991), recognised the importance of management evolution to 

sustained growth (Beaver and Jennings 1995; Jennings and Beaver 1997; Dyer 1997). 

There were however, a few instances where owner-managers displayed an unwillingness 
to lose control. In two of the three family oriented firms participating in this study, the 
owner-managers implied that they had no desire to recruit management expertise that 
challenged their authority. In both cases, these owner-managers suggested that any 
additional layers of management that had been introduced had been motivated by the 
need to give themselves extra time with their families. In addition, in two smaller 
professional businesses, owner-managers stated that they had implemented new layers of 
management that would afford them more time away from their businesses to enjoy the 
lifestyle that previous success had created as they prepared for retirement. These 
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observations seem to support the proposition that owner-managers often resist change 

and are unwilling to pursue growth that threatens their autonomy (Burns and Harrison 

1996; Mintzberg and Quinn 1996). Nevertheless, it is perhaps noteworthy that several 

owner-managers of larger firms involved in this study continue to resist the introduction 

of new layers of management that influence strategic decision-making. In these cases, 

previous experience and a personal desire for the decision-making process to be lean and 

responsive has restricted the evolution of management to only enhancing operational 

aspects of their businesses. These preferences provide support for the notion that firm 

growth and the emergence of additional stakeholders increasingly influences decision- 

making (Atkins and Lowe 1994). By limiting, managerial development these owner- 

managers have ensured that their vision and aspirations are not diluted. Thus, whilst in 

general this research provides empirical support for the evolutionary nature of small 
business growth (Churchill and Lewis 1983; O'Farrell and Hitchens 1988; Gibb and 

Davies 1990), the social preferences of the entrepreneur or owner-management team 

reiterates the fact that managerial development is essentially a unique process Gennings 

and Beaver 1997). It is therefore reasonable to conclude that the results of this research 

support the proposition that the entrepreneurial filter exerts a considerable influence 

upon firm development and management evolution. 

9.2.4 Drivers of Management Adoption and Firm Development 

During both phases of this study, owner-managers stated that the introduction of 

management practices was driven by three factors. Firstly, owner-managers of growth 

firms use past experience to decide what management practices are required for their 

businesses. Secondly, management practices are adopted by growth firms to manage the 

process of growth and co-ordinate the effective allocation of resources. Finally, the 

research suggests that in addition to the introduction of management practices to 

support growth, owner-managers also implement practices or new layers of management 

to facilitate subsequent growth. Figure 9.2 developed initially from the conceptual 
framework proposed in Chapter five helps to explain why growth firms adopt 
management practices. Within the context of tI-ds research, the introduction of new 
layers of management and the implementation of a wide range of financial reporting, 
quality assurance, planning and control techniques have been utilised to manage and 
facilitate the growth process. 
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The social preferences, experience and knowledge of the entrepreneur or owner- 

management team have also influenced the adoption of management practices. These 

preferences cannot be understated and the importance of these factors adds further 

weight to the argument that the entrepreneurial filter not only has a significant effect 

upon strategic decision-making but also management development. 

9.3 Management Practices as Sources of Competitive Advantage 

Previous studies have argued that a firm cannot enter into a new phase of growth until it 

achieves a business platform that allows it to successfully overcome certain growth 

impediments (Greiner 1972; Hjern et al 1980; Scott and Bruce 1987; O'Farrell and 

Hitchens 1988). The conceptual framework developed in Chapter five also suggests that 

success is determined by the extent to which the firm can successfully establish a 

superior competitive position in its market in relation to its competition. Historically, the 

majority of literature has concentrated upon analysing a firm's external environment 

without considering whether a firm has the internal competencies or capabilities to 

secure its competitive position (Barney 1991; Foss 1996). This study however, has 

adopted the viewpoint that the ability of a small venture to grow is dependent upon its 

emerging competencies and capabilities, which endow it with the ability to build and 

sustain a competitive advantage. Within this framework it is contended that the role of 

management is to essentially develop, integrate, adapt and re-deploy a firm's capabilities 
to secure its competitive position against environmental change and uncertainty. As 

previously stated, the adoption of management practices is shaped by an idiosyncratic 
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entrepreneurial filter. Consequently, this study has examined how management practices 
endow growth firms with the ability to develop and build competencies that enabled 
them to sustain and augment existing competitive advantages in relation to 
entrepreneurial perception. 

9.3.1 Emerging Managerial Competence and Competitive Advantage 

During the group and serni-structured interview stages of this study it was apparent that 
owner-managers were looking to build upon initial successes by developing practices and 
processes that enabled their businesses to maintain or improve their competitive 
position. Throughout the interview process owner-managers were quick to acknowledge 
the value of utilising marketing techniques, routinisation and the protection of intellectual 

property rights and patents to sustaining competitiveness. 

Previous commentators have commonly cited the importance of marketing to a growing 

venture in terms of developing and maintaining a customer base (Storey 1994; Smallbone 

et al 1995; Tether 1997; Gasse 1998; Smallbone and Wyer 2000; Stokes 2000). 

Moreover, there is a general consensus in the literature that growth firms compete on 

service, as businesses that compete purely on price are unlikely to experience growth 
(Storey et al 1989; Kinsella et al 1994; Gilmore et al 1999). This research generally 

substantiates these claims. Owner-managers reported, during the course of this study, 
that one of the most important success factors was the ability to provide customers with 
consistency in terms of product and service quality. In all cases, owner-managers 

perceived that marketing was an important management tool that could be used to build 

reputation and establish trust relationships with customers. In smaller companies 
involved in this study, it was evident that owner-managers were attempting to implement 

marketing techniques that enabled them to move away from securing business based 

upon personal relationships and develop the image and reputation of their business. 
Thus, owner-managers were quick to acknowledge the importance of reputation to 
competitive success. Furthermore, it was observed that whilst owner-managers 
recognised that in the initial stages of firm development their personal interaction with 
customers was conducive to competitive success, subsequent success was increasingly 
dependent upon building a business identity. This evidence provides additional support 
for the proposition that the willingness of the entrepreneur or owner-manager to 
delegate authority is positively correlated with growth. In addition, this data suggests that 
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the majority of owner-managers were also aiming to professionalise their firm in order to 
assist firm development. 

Larger firms participating in the research suggested that marketing was commonly used 
to secure and defend a competitive position. Benchmarking, customer feedback, 

dedicated customer support, marketing intelligence and competitor analysis were all 

regularly cited as practices that were utiUsed to maintain existing competitive advantages. 
In the majority of cases, owner-managers reasoned that the ability to sustain the 

competitive position of their firm was borne from understanding and responding to 

customers and developments in their business environment. These observations seem 

to corroborate the findings of Kinsella et al (1994) and Smallbone et al (1995) who 

posited that growth firms were more inclined to regularly analyse the environment and 

competitor behaviour. The use of more formal marketing techniques however, was not 

restricted to larger firms and it was apparent that a number of smaller firms had also 

implemented marketing practices to maintain their competitive advantage. 

One notable exception to this general trend was that in almost all cases, firms that 

resided in the industrial services/construction classification were less inclined to 
implement marketing techniques. In these cases, owner-managers argued that whilst 
building and maintaining relationships was imperative to success there was little need to 
de-personalise and formalise the process to maintain any competitive advantages these 

relationships engendered. Moreover, previous research by Gadenne (1998) suggests that 
firms tend to develop competencies that furnish a firm with industry specific 

competencies. It is therefore reasonable to surmise that the importance of marketing to 

this industry, in terms of securing a good reputation, is more reliant upon establishing 

personal relationships with customers and suppliers through the supply chain. 

Previous studies have reported that growth firms have the capability to exploit and 
develop new products and markets (Storey et al 1989; SmaUbone et al 1995; Barkham et 
al 1996). Despite this competence, evidence from the serni-structured interviews implies 

that the ability to innovate and exploit new markets should be supported by practices 
that ensure that patents and intel. lectual property rights are not violated. In each of the 
three cases, where innovation and creativity were cited as sources of competitive 
advantage, owner-managers felt that the extent to which they could classify this particular 
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advantage was dependent upon their ability to police their environment. In other words, 

these companies were not only concerned with how they could utilise a combination of 
innovation, marketing techniques and routinisation to maintain their competitive 

position, but also associated legal competencies that would prohibit fillitation. This 

apprehension seems to support the premise that despite the initial returns that can be 

gained from innovative products and services, competitive advantage can only be secured 
if the source of the innovation can be sustained. Thus, in the context of this study, it can 

be argued that competitive advantage is determined by a firm's ability to either ensure 

that related competencies are imperfectly mobile (Wernerfelt 1984,1989,1995; Rumelt 

1984; Barney 1991; Conner 1991; Penrose 1995; Foss 1996) or can be adequately 

protected by intellectual property rights and patent legislation. 

Throughout the study it was apparent that owner-managers were inclined to implement 

routines that maintained competitive advantage. Without exception, it was observed that 

practices had been introduced to ensure particular outcomes. In this sense, owner- 

managers, irrespective of firm size and industrial classification, stated that they had 

looked at formalising processes as a means of governing firm behaviour. In many cases 

the formalisation process involved the routinisation of systems and practices that 

reflected the vision, knowledge and experience of the entrepreneur or owner- 

management team. It can be argued that the absorption of these factors, to all intents 

and purposes, represents an attempt to build organisadonal routines that allow 

operational and strategic competencies to emerge. These observations help to further 

substantiate the proposition that the internal capabilities of a firm are important to 

success (Wernerfelt 1984,1989,1995; Rumelt 1984; Barney 1991; Mintzberg and Quinn 

1996; Penrose 1995; Foss 1996; Thompson 1999). 

Participants reported that the formalisation of practices such as marketing, financial 

management, management information systems, ISO 9000 and associated planning and 

control techniques, had led to their companies developing specific competencies that 
helped sustain competitive advantages. This awareness combined with a unique 
development process suggests that the implementation of management practices to 
secure competitive advantage are being utilised by owner-managers of growth firms to 
build competencies that are potentially valuable, rare, costly to imitate or replace (Barney 
1991). Thus, the formalisation of accumulated knowledge and experience has been used 
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by these firms to develop competencies that sustain a particular strategic position. This 

evidence corroborates the view that the formalisation and internalisation of 

organisational routines are sources of competitive advantage (Barney 1991; Teece and 
Pisano 1994; Hodgson 1995; Foss 1996). Management practices such as marketing and 
financial reporting also ensured that the value of these routines and procedures could be 

consistently evaluated. Moreover, routinisation enabled the firms in this study to 

standardise internal and external practices. It can also be argued that the emergence of 

organisational competence through standardisation allows a firm to utifise its resources 

more effectively, creating organisational slack that can, in turn, be utilised to pursue new 

opportunities or further strengthen competitive advantage (Teece and Pisano 1994; 

Penrose 1995; Knudsen 1996). 

The importance of routinisation was also reflected in the significance attached to training 
by many owner-managers. In almost all cases, training was considered to be instrumental 

in sustaining competitive advantage. In this sense, owner-managers reported that the 

socialisation of employees into the organisation ensured that staff were quickly made 

aware of how the firm operated and what was expected of them. Previous studies have 

generally reported that there is no conclusive evidence linking training to performance 

(Marshall et al 1995; Westhead and Storey 1997). This research however, seems to imply 

that growth firms are more likely to undertake training in circumstances where it 

provides the firm with the ability to maintain its existing competitive advantage. Thus, 

this study supports the proposition that employee development and training are 

positively correlated with growth (Kinsella et al 1994; Smallbone et al 1995). 

Furthermore, the realisation by participants that training is a source of competitive 

advantage also substantiates the arguments of Kerr and MacDougall (1999) who contend 

that to be beneficial, training should be viewed in a strategic context. The degree of 
training formality differed significantly amongst the firms involved in this study. Whilst 
larger firms, in general, opted for more formal processes of employee development and 
socialisation, a number of smaller firms alluded to the fact they had implemented 

comprehensive training programmes. Conversely, owner-managers from a few of the 
larger firms reported that it had only been necessary to introduce 'on-the-job' training to 
maintain and build competencies that contributed to firm competitiveness. 
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The complexity and extent of organisational routines introduced by firms involved in this 

study however, was generally related to firm size. Thus, whilst smaller firms had 

introduced a number of routines as a means of sustaining competitive advantage, larger 

firms tended to have more complex routines to manage various facets of their operation 

and maintain their strategic position. In addition, whilst manufacturing and service firms 

were pre-occupied with building competencies that improved efficiency, quality and 

customer service, industrial services/construction firms were more concerned with 
building and maintaining relationships with suppliers and customers. This observation 
further corroborates the proposition made by Gadeene (1998) that management 

practices are often introduced by small firms to support or strengthen an existing 
strategic position. 

9.3.2 Dynamic Capabilities and Competitive Advantage 

There was a dearth of information concerning the implementation of management 

practices that endow growth firms with a range of dynamic capabilities. Nevertheless, 

owner-managers implied that the introduction of certain systems and procedures 
improve the productive capability of their firm. In the majority of cases, participants re- 

affirmed the importance of human resources. During the preliminary and secondary 

stages of this study, there was a general consensus that finding the right mix of skills and 

attitudes was conducive to growth. This evidence provides additional empirical support 
for the proposition that human resource management (HRM) is related to firm 

performance (Hornsby and Kuratko, 1990; Becker and Gerhart 1996; Wagar 1998). 

Furthermore, this observation also corroborates the view that the retention and 

recruitment of a well motivated and skilled workforce is one of the major challenges 
faced by small businesses (Marlow and Patton 1993). The existence of an adaptive 

culture was evident in a number of different sized firms in all three industrial 

classifications. The complexity of a firm's human resource management policy however, 

varied considerably amongst the growth firms involved in thds study. This complexity 
could not be attributed solely to firm size, as a number of smaller firms also employed a 
number of progressive employment strategies such as empowerment, Investors in 
People, continuous improvement and the utilisation of quality circles. Thus, it was 
apparent that owner-managers viewed employees and the right culture as vital ingredients 
to competitive success. This finding refutes claims by previous researchers that small 
firms usually have low levels of HRM sophistication in comparison to their larger 
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counterparts (McEvoy 1984; Golhar and Despande 1997). It can also be argued that 

within the context of this research, owner-managers attached significant importance to 
human resource development and establishing an adaptive culture. Furthermore, it is 

evident that decisions to undertake training and develop organisational routines 
discussed in Section 9.3.1 are inextricably linked to the desire to build an maintain and 

adaptive and responsive culture. 

Closely related to the concept of building an adaptive organisation was the importance 

owner-managers gave to improving managerial competence and capabilities. It has 

already been established in Section 9.2.3 that the recruitment and development of 

management expertise was considered to be instrumental to firm growth. Owner- 

managers also stated that the development of new management expertise enabled their 

firms to build new capabilities that could be utilised to exploit opportunities and 

strengthen existing competitive advantages. In this sense, it was reported that the 

development of practices such as marketing, financial and management information 

systems, combined with an expanding knowledge base enabled owner-managers to make 

informed strategic decisions and allocate resources more efficiently. The formalisadon 

of the decision-making process and the augmentation of the existing resource base 

through the addition of systems, practices and new expertise however, were less evident 

in the industrial services/construction and the three family oriented firms involved in this 

study. In all these cases, there was little evidence that management practices had been 

introduced to endow the firms with a dynamic capability that could build upon existing 

strengths. One possible reason behind these actions is that in these firms there seemed 

to be some reluctance to release control and consider new perspectives. Thus, it is 

apparent that the social preferences of owner-managers can have an adverse effect upon 

the ability of management to build a range of competencies that can assist firm 

development and sustained competitive advantage. In contrast, it seems reasonable to 

surmise that the majority of owner-managers view the augmentation of management 

expertise as a necessary step in the improvement and enhancement of existing 

competencies and capabilities. This awareness seems to imply that entrepreneurs or 
owner-management teams involved in this study have attempted to reduce uncertainty by 

recruiting additional expertise and improve their Organisation's ability to respond to 
environmental opportunities and threats. Moreover, the introduction of new layers of 
management and specific systems and practices also provides a firm with the ability to 
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generate the necessary organisation slack to expand its existing productive capability 
(Penrose 1995). 

9.3.3 Securing Competitive Advantage through Management Development 

Long term survival and growth is dependent upon the ability of management to build a 

resource base that can endow a firm with sources of competitive advantage (Wernerfelt 

1984,1989,1995). This study suggests that the management practices employed by 

owner-managers of growth firms attempt to build these competencies and capabilities 

through management development. 

Furthermore, within the context of this research, evidence suggests that management 

practices such as the formalisation and routinisation of work practices, planning, financial 

reporting, quality control and marketing, are utilised to improve efficiency, reduce 

uncertainty and maintain and strengthen existing competencies. Conversely, the creation 

of an adaptive and responsive organisation and the recruitment of management expertise 

were viewed by owner-managers as mechanisms by which the existing resource base of 

their firms could be expanded to take advantage of new opportunities. Figure 9.3, 

building upon the conceptual framework in Chapter five and the observations made- 

throughout this study, depicts how management practices adopted by growth firms drive 

the improvement and formalisation of the resource base of the firm. The framework 

also illustrates the importance of internal capabilities to firm success. The nature of 

entrepreneurial perception combined with ever changing environmental conditions 

provides that the historical development of a firm is essentially unique. Consequently, 

management development in the form of recruitment of expertise and the 

implementation of various routines, systems and practices is largely heterogeneous. 

Nevertheless, it is evident that the rationale behind management adoption, in the firms 

involved in this study, was one of securing and enhancing their competitive position. 
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Figure 93 Competitive Advantage and Management Development 

Given that the development process is unique and that past success implies that previous 

strategies have afforded these ventures some form of competitive advantage, it seems 

reasonable to surmise that managerial development is crucial to subsequent growth. 

Thus, it is the management practices introduced by the entrepreneur or owner- 

management team that identify and establish competencies that enable particular 

strategies to be sources of sustained competitive advantage (Teece and Pisano 1994; 

Hodgson 1995; Foss 1996). 

There was also evidence that owner-managers were looking to management recruitment 

and development to enhance existing firm capabilities. At the most basic level, 

participants reported that they had established management layers to remove operational 
burdens in order to concentrate on strategic issues and company direction. Others 

argued that the introduction of management expertise and practices had improved the 
allocation of resources and created managerial slack that could be utilised to pursue 
opportunities. Regardless of how formalised and integrated management practices were 
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in the firms involved in the study, it was evident that the majority of owner-managers 

recognised the importance of remaining responsive to change. This evidence suggests 

that growth oriented firms are more likely to develop systems, controls and expertise that 

can adapt and successfully reconfigure resources to take account of environmental 

change. Furthermore, in cases where new management expertise was allowed to 

influence strategic decision-making, statements made by a number of owner-managers 

regarding the need to widen the knowledge and decision-making forum, suggests that 

action is being taken to reduce the limitations of entrepreneurial perception and bounded 

rationality. It is therefore reasonable to conclude that within the boundaries of this 

research, management practices are being developed to ensure that certain competitive 

advantages can be sustained in the long run. 

9.4 The Management Filter and Strategic Decision-Making 

Sections 9.2 and 9.3 highlighted that management practices had been introduced by firms 

involved in this study for a wide range of reasons. In general, it has been observed that 

growth firms implement new layers of management, practices and processes in response 

to the experience and preferences of the entrepreneur, to manage the process of growth 

or to assist firm development and evolution. Regardless of the motivation behind the 

introduction of these management practices it was apparent that they affected decision- 

making in two ways. Firstly, these practices influenced and managed operational aspects 

of firm development and growth and secondly, the implementation of information 

systems and introduction of new layers of management also had an effect upon strategic 

decision-making. Whilst the motivation behind the inauguration of these practices has 

already been discussed at length throughout Sections 9.1 and 9.2, it is important to 

acknowledge the extent to which these practices subsequently influence decision-making. 

9.4.1 Management Development and Operational Decision-Malcing 

During the research it was evident that owner-managers had implemented certain 
management practices to improve operational control and decision-making. This 

observation further corroborates previous claims discussed in Sections 9.2.2 and 9.2.3 

that growth oriented firms are more likely to entertain delegation and 
departmentalisation of certain functions. Notwithstanding this fact, it is perhaps 
pertinent to note that whilst practices such as the standardisation and routinisation of 
work practices ensured that firms maintained existing competitive advantages, they had 
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very little direct impact upon strategic decision-making. Nevertheless, despite this 
apparent lack of direct impact, owner-managers reported that operationally led 

management practices did have a positive effect upon decision-making. In tl-ds sense, 
they argued that the removal of operational burdens resulting from the implementation 

of practices enabled them to devote more time to strategic decision-making. In fact, in 

most instances the need to introduce management practices was motivated by the desire 
for owner-managers to spend less time on 'fire-fighting' and more time looking at the 
future of their respective businesses. As a result systems and practices had been 

developed so that business tasks could be undertaken without the direct supervision of 
the entrepreneur or owner-management team. Moreover, the introduction of practices 

such as ISO 9000 and work related checklists were seen to be a mechanism through 

which resources could be allocated more efficiently and hence, make available additional 

resources for expansion or consolidation. This evidence substantiates the view of 

various commentators who contend that in order to achieve growth entrepreneurs have 

to resist the temptation to manage every function (O'Farrell and Hitchens 1988; Beaver 

and Jennings 1995; Mintzberg and Quinn 1996). In addition, these commentators have 

argued that growth is dependent upon the entrepreneur or owner-management team 

making a conscious decision to allow others to undertake operational tasks so that they, 

in turn, can concentrate of the strategic aspects of survival and growth qvfintzberg and 
Quinn 1996; Jennings and Beaver 1997). 

9.4.2 Management Development and Strategic Decision-Maldng 

This study also revealed that owner-managers of growth firms had introduced 

management practices that had influenced the subsequent strategic direction and scope 
of their respective firms. Practices such as management information systems were 
commonly cited by owner-managers as mechanisms by which the business could be 

managed remotely, allowing important data to flow into the decision-making forum. In 
the majority of cases, practices such as planning and control, financial reporting and 
marketing not only ensured that the vision and competencies of the f rn were enhanced ir 
but also contributed to the decision-making process. 

At the simplest level, these practices provided pertinent information on customer 
behaviour, staff ability, process efficiencies and financial and market performance. At 
more of an integrated level, this information combined with the preferences of the 
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owner-management team, had led to the creation management practices and procedures 

aimed at building organisational routines that could be used to sustain and improve 

existing competitive advantages. Furthermore many owner-managers, in an attempt to 

overcome existing weaknesses, saw the addition of new management expertise as crucial. 
Thus, it was observed in the majority of cases that owner-managers of growth firms 

involved in tl-ds study were willing to delegate responsibility and trust in these actions to 

deliver relevant information to the decision-making process. Consequently, whilst 

owner-managers retained the ability to override the processes that had been introduced 

to enhance the decision-making process, many were unwilling to do so, due to a belief 

that there was an inherent need to develop management competencies outside the 

owner-management team. The willingness to release control however, was less evident 

in the family oriented and industrial services/construction firms. In these cases, owner- 

managers were generally unwilling to permit others to influence the decision-making 

process. This evidence seems to support the proposition that the personal aspirations of 

the entrepreneur can constrain management development (Bamberger 1983; Stevenson 

1985; Kao 1989; Smallbone et al 1995; Jennings and Beaver 1997). Alternatively, this 

attitude to management development displayed by these owner-managers may in some 

way be related to the nature of their respective business environments and their 

perception of how their respective organisations should be structured and managed 

(Slevin and Covin 1990). Nonetheless, evidence from this study seems to further 

substantiate the proposition that the entrepreneurial fidter proposed in Chapter five and 

developed in Section 9.1 has a significant effect upon management development. 

The study also illustrated that the extent to which management practices impacted upon 

the strategic direction of growth firms was related to size. In this sense, owner-managers 

of larger firms were more likely to report that management practices and processes had a 

significant effect upon strategic decision-making. This observation seems to generally 

support the argument that larger firms have well developed and established routines that 

guide the strategic direction and scope of the organisation when compared to their 

smaller counterparts (Dyer 1997). 

Previous studies have also maintained that whilst small firms usually lack the necessary 
systems to manage resources effectively, large firms are constrained by bureaucracy and 
tradition (Charan et al 1980; Dyer 1989,1997). During the course of the study it was 
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observed that despite organisational complexity many of the larger firms had taken steps 
to preserve entrepreneurship. In contrast, the majority of smaller firms had either started 

to or were looking to introduce management practices that enabled them to implement 

systems and procedures to ensure the effective allocadon and development of resources. 
Owner-managers of several larger firms stated that they had made a conscious effort not 

to over complicate or 'politicise' the decision-making process. Instead, they reported 

that a coherent management information system in conjunction with certain 

organisational routines had been introduced to assist strategic choice and 

implementation. Furthermore, one owner-manager suggested that the building of 

organisational routines and introduction of key management practices should not be 

geared to preserving the best of the past. In other words, it was submitted that whilst the 

introduction of management is initially driven by the entrepreneur, subsequent success is 

determined by the extent to which management development promotes rational 

decision-making. Thus, the need for constructive conflict is created by allowing 

management to influence and guide the decisions of the entrepreneur or owner- 

management team (Eisenhardt and Schoonhoven 1990; Weinzimmer 1997; Chandler and 

Hanks 1998). 

9.4.3 The Emergence of the Management Filter 

This study has confirmed that there is an inherent need to develop an administrative 
framework to manage growth. Figure 9.4 illustrates how the management filter emerges 

in growth firms. In the initial stages of growth, smaller firms were looking to implement 

management practices that improved operational efficiency and provided the necessary 

time for owner-managers to consider the strategic future of their respective businesses. 

The increasing complexity associated with growth however, implies that the 
formalisation of key organisational routines and management practices are instrumental 

to subsequent growth. This research has highlighted that in the majority of cases, owner- 

managers of growth firms were willing to devolve responsibility and trust in the systems 
that they had established to facilitate growth. In circumstances where this was not 
observed, it was apparent that the entrepreneurial filter exerted a considerable influence 

upon management development. This was particularly evident in the industrial 

services/construction and family oriented firms involved in this study. Evidence from 
the study suggests that the introduction of management has two effects upon decision- 
making. 
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Figure 9A The Management Filter 

Firstly, management practices and processes simply altered operational decision-making, 

releasing the entrepreneur or owner-management from ever-increasing workloads and 

operational burdens. Secondly, the introduction of management practices led to 
improved and more rational modes of decision-making. In this sense, owner-managers 

reported that systems such as financial management controls, marketing and additional 

expertise had enhanced their firms' capabilities and strategic awareness. 

It is therefore reasonable to surmise that whilst management development is driven by 

the facets of the entrepreneurial filter and the need to manage firm growth, subsequent 
firm evolution is increasingly influenced by the management filter which emerges in 

response to organisational change. Nevertheless, the nature of the entrepreneurial filter 

provides that this process is shaped by the willingness of the entrepreneur or owner- 
management team to pursue further growth and introduce management practices that 
have the potential to shape the future of the firm. 

9.5 Conclusion 

This Chapter has analysed and interpreted the results of the group and semi-structured 
interviews and the main findings are summarised in Figure 9.5. It has been observed that 
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the entrepreneurial filter developed in Chapter five of this thesis, consisting of a number 
of personality and experiential factors in conjunction with a wide range of external and 
internal factors, shapes strategic decision-making. This filter combined with the need to 

co-ordinate growth determines management practice adoption. The introduction of 

these practices and new layers of management are driven by three main factors. Firstly, 

the past experience and knowledge of the entrepreneur or owner-management team 
influences the adoption process. Secondly, the introduction of practices such as financial 

reporting, planning and control is led by the need to effectively manage growth and 

resource allocation. Finally, the desire to pursue further growth requires owner- 

managers to introduce new layers of management to facilitate management evolution and 
formalise reporting systems and procedures. These practices, combined with efforts to 

build organisational competencies and widen the knowledge base of the organisation, can 

become sources of sustained competitive advantage. The research also identifies how 

these management practices endowed the growth firms involved in this study with the 

ability to sustain competitive advantages. 

In addition to the improved information that financial reporting, planning and control 

systems provided their firms, owner-managers reported that the routinisation of 

organisational systems created the necessary managerial and organisational slack to 

enhance and develop their firms, existing resource base. Furthermore, marketing 

practices such as competitor analysis, benchmarking and customer feedback are utilised 

to ensure that the value of firm strategies are continually reviewed and updated. Thus, 

the importance of building relationships with customers and constantly monitoring the 

environment cannot be understated. In this sense, it is argued that owner-managers 
involved in this study recognised the significance of maintaining and improving product 

and service quality. This awareness and the desire to introduce management practices 

that are capable of building competencies that cannot be easily imitated by competitors 

suggests that owner-managers of growth firms recognise the importance of establishing a 
sustainable competitive advantage. The formalisation of routines and procedures within 
the context of this research represented efforts by owner-management teams to instil 

routines with their experiences, knowledge and vision. This process combined with 
organisational learning and additional expertise indicates that management evolution and 
formalisation emerges from a unique historical development process. 
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Figure 9.5 Management Development and The Entrepreneurial and Management Filter 

The extent to which management practices shape the strategic direction and scope of the 
firm however, is determined by the willingness of the entrepreneur or owner- 
management team to delegate decision-making authority. It was observed throughout 
the study that family oriented and industrial services/construction firms were less likely 

4 
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to entertain the delegation of strategic decision-making. Moreover, in a number of cases 
the impact of management upon firm strategy was limited to providing pertinent 
information to the decision-making process. In other cases, management development 

had successfiffly introduced more rational modes of decision-making to reduce the 
inconsistencies associated with entrepreneurial perception. Nevertheless, it was evident 

that in the majority of cases firm growth leads to the development of a management flilter 

that has an increasingly significant effect upon the strategic direction, scope and 

capabilities of a firm. 

In summary, Figure 9.5 represents a theoretical framework of how and why growth firms 

adopt management practices. Throughout this thesis a conceptual framework has been 

proposed, empirically tested and developed, to understand the process of management 

adoption in relation to small business growth. Results from both the group and semi- 

structured interviews support the general proposition of this thesis that an 

entrepreneurial filter in response to external and internal factors drives management 

development. These management practices are introduced for a variety of reasons but 

can be divided into three broad classifications. Firstly, management practices that 

emerge due to the preferences and experience of the owner-management team, systems 

and procedures that are required to effectively manage the growth process and practices 

that are introduced to facilitate further expansion and evolution. Secondly, it was 

observed that certain practices had been utilised to maintain and enhance the competitive 

positions of firms involved in this study through the development of organisational 

competencies and capabilities. Finally, it was evident that the introduction of 

management practices by growth firms led to the emergence of a management filter that 

exerted an increasingly significant influence upon operational and strategic decision- 

making. 
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Chapter 10: Conclusion 

10.1 Research Summary 

The ingredients of successful entrepreneurial activity have been the subject of a 

substantial amount of academic research and debate. In fact, the perceived importance 

of small bus. iness growth to wealth creation and economic prosperity has been one of the 

principal topics of the small business literature for the past three decades. The 

conventional model of economic growth places SMEs in an important but largely 

secondary role in an economy, supporting the activities of larger, more established firms. 

The realisation however, that fast growing firms are major contributors to economic 

prosperity has led to these firms being attributed with an increasingly central role in the 

development of wealth, innovation, employment and national competitiveness. 

A plethora of literature exists regarding the phenomenon of small firm growth. 

ffistorically, small business growth has been approached from a wide range of theoretical 

perspectives. Whilst there is little doubt that these perspectives have added to our 

understanding of entrepreneurship and the factors that facilitate venture growth, firm 

heterogeneity, disciplinary bias and methodological inconsistencies have ensured that this 

comprehension remains largely context dependent. 'Mere are a wide range of factors 

that influence small business growth. It is maintained that small firms that experience 

growth often enjoy favourable market conditions or are able to exploit localised or niche 

markets. Previous quantitative research has used growth as a dependent variable and 

examined its relationship with a number of independent factors such as age, size, 
location, marketing orientation and exporting behaviour. These observations have led to 

the conclusion that these external variants can have an impact upon growth. 
Notwithstanding this fact, it is pertinent to note that only a small percentage of small 
firms achieve notable growth and that it is these firms that make a disproportionate 

contribution to wealth and employment creation. Thus, given that the majority of small 
firms remain relatively small despite the existence of favourable environmental 

conditions, it is reasonable to surmise that internal factors are significant determinants of 
small business growth. 

This study was concerned with how and why certain management practices were adopted 
by smaU to medium sized growth firms. It is important to recognise that sectoral 
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differences that occur throughout the UK could influence SME growth rates. To reduce 
this potential variance, it was decided that the research should restrict its analysis to a 
particular region of the UK Due to particular circumstances, outlined in Chapter six it 

was decided that the study would have a Welsh context. Historically, Wales has 

experienced considerable success in securing inward investment but has recently realised 

the importance of a growth oriented indigenous small business sector as a means of 
improving economic prosperity. In fact, this research is the first study of its kind in 

Wales to investigate the phenomenon of small business growth from a management 
development perspective. 

Previous research has usually opted for a more scientific approach to small business 

growth in an attempt to establish cause and effect relationships between a wide range of 

independent variables. Other studies have utilised matched sampling often concluding 

that there are significant differences between growth and non-growth ventures in terms 

of organisational structure, strategy and management. It was argued in Chapter six 

however, that a quantitative approach was unlikely to produce any meaningful 

interpretations of how and why growth firms adopt certain management practices. 

Instead, this thesis adopted a two stage exploratory qualitative methodology to examine 

the management adoption process in growth firms. Moreover, the use of an inductive 

methodological approach was also chosen to assist theoretical development. 

This thesis has examined growth from a wide range of perspectives, but has paid 

particular attention to the influence exerted by the entrepreneur upon the adoption and 
implementation of management techniques and processes. Furthermore, this study has 

developed the concepts of the entrepreneurial filter and management filter as possible 
instruments by which the adoption of management practices and their subsequent affect 

upon strategic decision-making can be explored and explained. Despite the notable 

contribution made by existing literature, research has yet to adequately address how and 
why growth firms adopt management practices. Stage models of growth have surmised 
that the existence of management practices within an Organisation often relate to a 
particular stage of growth. Nonetheless, the fact that the majority of small firms do not 
grow irrespective of the buoyancy of a particular market or region suggests that decisions 

made by the entrepreneur have a significant effect upon firm growth. In this sense, the 
research contends that entrepreneurial influence in terms of personality and background 
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factors combined with previous experiences and competencies are instrumental to the 

management development process within the growing venture. In addition, tl-ds study 
has also examined the extent to which management practices adopted by growth firms 

were sources of competitive advantage. The theory of competitive advantage is deeply 

rooted in the resource based view of the firm, a perspective that has, in the past, drawn 

on large firm analysis in an attempt to trace how sources of competitive advantage have 

emerged. This study suggests that examining how sources of competitive advantage 
develop in emerging and growing ventures could also advance this theory. Finally, the 

research investigated how the management practices adopted by growth firms influenced 

subsequent decision-making and the future strategic direction and scope of growth firms. 

10.2 Key Findings 

Throughout this thesis a conceptual framework has been developed and refined'. From 

the collection and analysis of data concerning the management practice adoption and 

strategic decision-making in growth oriented firms it was evident that four main themes 

emerged which add to the existing body of knowledge on small business development. 

Firstly, this research has developed the concept of the entrepreneurial filter to explain the 

influences exerted on strategic decision-making in small firms. Secondly, this study has 

concluded that management development in small ventures is driven by three factors - 

namely the previous experience of owner-managers, the need to manage the growth 

process and an entrepreneurial desire to secure future growth. Thirdly, data collected 

provides empirical support for the notion that the adoption of certain management 

practices is directly linked to the maintenance and internalisation of a firm's competitive 

advantage. Finally, the research argues that the adoption of management practices in 

growth oriented firms leads to the emergence of a management filter which has an 

increasingly significant effect upon the strategic direction and scope of the small firm as 
it continues to grow. These findings are discussed below: 

I Note: See Chapter 5, Sections 5.1.1,5.1.2,5.1.3 and Figure 5.1 for the initial development of the 
conceptual framework. Chapter 9 illustrates the refinement of the framework in response to results 
collected in both stages of the research. 
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10.2.1 The Entrepreneurial Filter 

The research has posited that an entrepreneurial filter' essentially shapes the strategic 
direction and scope of the small firm. Evidence from the study supported the 
proposition that the personality and background characteristics of the owner-manager or 
entrepreneurial team have a significant impact upon the strategic direction, scope and 
development of growth firms. Previous work has attempted to identify if certain 

personality traits are related to small business growth. Research however, remains 
inconclusive due to the fact that entrepreneurial ability and motivation essentially mediate 
these traits. Nevertheless, this study through the development of a conceptual 
framework has revealed that whilst it is difficult to directly link the personal attributes of 
the entrepreneur or owner-management team to small business performance, it is 

possible to examine how certain characteristics influence strategic decision-making. 

This research states that the need to achieve, an internal locus of control, the willingness 

to entertain risk and pursue opportunity are all traits that consistently influence decision- 

making. In addition to these personality traits, it was also observed that decision-making 

was also driven by the previous experience of the entrepreneur or owner-management 

team and a wide range of external and internal factors. Success however, could not be 

solely attributed to these factors and the research also confirmed that growth continues 

to be exogenously determined. Thus, this thesis contends that the theories of strategic 

choice and environmental determinism have a simultaneous role to play in determining 

small business growth. In this sense, it is argued that the extent to which entrepreneurial 

perception interprets the true nature of the environment can be viewed as a possible 

measure of entrepreneurial competence. This research, using existing literature and 

evidence from a number of qualitative interviews has constructed the entrepreneurial 
filter. This filter provides a theoretical framework that can be utilised to examine 

strategic decision-making in small ventures. Moreover, it is argued that the 

entrepreneurial filter combined with a number of internal and external influences 

provides a framework that can be consistently applied to strategic decision-making, small 
business growth and management development. 

2 Note: The initial development of the entrepreneurial filter is discussed in Chapter 5, (see p. 107) and is 
subsequently refined in Chapter 9, (see p. 256). 
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10.2.2 Rationales for Management Development in Growth Oriented Firms 

This research was also concerned with how and why growth firms adopt certain 
management practices. Previous studies have reported that practices such as finance, 

marketing, planning and control are all positively correlated with growth. 7besc studies 
however, do not explain why certain management practices are utilised by growth firms 

to maintain superior performance. This study revealed that the introduction of 

management practices is driven by three factors. Firstly, the development of 

management practices is shaped by the previous experience of the owner-manager or 

entrepreneurial team. Secondly, the complexities of growth and an expanding resource 
base prompt owner-managers to implement practices that can effectively manage the 

growth process. Finally, practices are introduced to facilitate further development and 

growth. 

The significance of management and industrial experience of owner-managers to the 

adoption of management practices confirms the importance of the entrepreneurial filter 

as a key determinant of small business development. The importance of these 

preferences cannot be overstated, as it is these perceptions that ultimately decide the 

strategic direction and subsequent success of an emerging venture. Within the context of 

this research it was evident that the majority of owner-managers used their previous 

management and industrial experience to decide which management practices would 

support firm development. Furthermore, it was apparent that in the majority of cases, 

owner-managers of growth firms involved in tl-ds study had attempted to professionalise 

the management of their firms from inception. These observations re-establish the 
importance of the owner-manager to small business growth, adding weight to the 

argument that the analysis of growth cannot preclude the entrepreneur. The research 
found that the introduction of new layers of management combined with the 
implementation of a wide range of financial reporting, quality assurance, planning and 
control techniques had also been utilised to manage and facilitate the growth process. 
Throughout the study, it was observed that, irrespective of firm size, attempts had been 

made by owner-managers to formalise management practices. In this sense, it is 

submitted that this research does not align itself with the proposition that small business 

growth is dependent upon a transition from an entrepreneurially to professionally 
managed organisation. Instead, evidence suggested that growth oriented owner- 
managers possess a managerial awareness that drives them to formalise key processes and 
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practices to enabled them to effectively manage growth and pursue new opportunities. 
In fact from the data collected in this study, it can be argued that the ability to effectively 
formalise business -practices is a particular competence of the growth oriented owner- 
managers. Nonetheless, during the course of this study it was apparent that family 

oriented and industrial Services/construction firms did not generally subscribe to the 
formalisation process. Moreover, whilst formalisation was evident in almost all the firms 
involved in this study, the degree of complexity was inevitably related to firm size. 

10.2.3 Securing Competitive Advantage through Management Practice Adoption 

Closely related to this theme of why management practices are adopted by growth 

oriented firms is the extent to which these management practices endow these firms with 

a sustainable competitive advantage. Simple models of firm growth constantly identify 

management as a significant barrier to growth, suggesting that the effective accumulation 

and allocation of resources determine the ability of the firm to sustain growth. The 

theoretical framework developed in this thesis argues that firm success is also dependent 

upon a firm establishing a relatively stronger strategic position in its chosen market in 

relation to its competitors. Thus, the research is the first of its kind in Wales to apply the 

principles of sustainable competitive advantage to management development in growth 
firms'. Evidence from this study suggests that management practices such as marketing 

and processes aimed at the protection of intellectual property rights and patents have 

been utilised by owner-managers to ensure long-term survival and growth. These 

practices in conjunction with quality assurance, planning and financial reporting have all 
been routinised and transformed into organisational routines that essentially provide a 
firm with the necessary competencies to maintain a particular advantage. This 

standardisation is subject to a unique development process that competitors often find 

hard to imitate. In addition, benchmarking, customer feedback and training continually 

update these competencies. 

The research also discovered that the recruitment of additional management expertise 
and establishing an adaptive culture were viewed as possible mechanisms by which 

3 Note: The relevance of sustainable competitive advantage is an emerging research theme in the small business management and entrepreneurship arena (see Norton 1999). The principles of the resource based 
view of the firm and sustainable competitive advantage have also received increased attention in the strategy literature over the past two decades (see Foss 1996). To date however, studies concerning this perspective in the United Kingdom have been limited to large businesses. 
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growth firms could enhance their existing capabilities. This study has therefore 
successfully explored the significance of sustainable competitive advantage to growth 
firms and concluded that management development is linked to securing a superior 
market position. 

Furthermore, the importance of training to these firms suggests that growth oriented 
owner-managers involved in this study recognised the significance of training to 
improving their existing capabilities. Efforts to augment existing competencies however, 

were less evident in this study and thus, the majority of owner-managcrs contended that 
they had tended to implement management practices that built competencies based on 
previous strategic success. Thus, practices such as marketing and the routinisation of key 

operations and procedures were viewed by participants as key tasks in the evolution of 
their firm's existing competence base. These contributions to the existing small business 

management literature suggests that future research should examine how small firms can 

achieve superior strategic positions by exploiting managerial competencies that endow 

them with the ability to sustain particular advantages. 

10.2.4 The Emergence of the Management Filter 

As a firm grows there is an inherent need to develop an administrative framework to 

manage an increasingly complex organisation. The complexity of growth implies that the 

co-ordination of key resources and the communication of strategic goals become 

increasingly difficult to manage. Tlýiis thesis has posited that the introduction of 

management practices, systems and procedures lead to the emergence of a management 
filte?. This filter, like the entrepreneurial filter, influences decision-making at both an 

operational and strategic level. Evidence from the study generally supports this 

statement although it is pertinent to note that whilst the management filter ultimately has 

an increasing influence upon decision-making, its development is initially shaped by the 

entrepreneurial filter and resource accumulation. Thus, it is apparent that the 

significance of this filter to the strategic decision-making process is ultimately dependent 

upon the willingness of owner-managers to release control to new layers of management 
and trust in the practices they have implemented. As previously stated, the majority of 

4 Note: The initial development of the management filter is discussed in Chapter 5. (see p. 107) and is 
subsequently refined in Chapter 9, (see p. 281). 
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growth oriented firms already possessed a professional management outlook and were 
always looking to formalise certain practices and processes. The management filter 
developed by this study influences decision-making in two ways. In the initial stages of 
growth, the management filter is utilised by owner-managers to improve operational 
efficiency and release the necessary time for them to consider the strategic future of the 
firm. The increasing complexity associated with growth and resource accumulation 
however, prompted many owner-managers involved in this study to formalisc key 

organisational routines and management practices. At this point, the majority of these 

owner-managers were willing to accept a certain level of devolved responsibility and trust 
in the systems that they had implemented in order to run the business remotely. The 

formalisation of these processes combined with new layers of management and expertise, 

such as the introduction of non-executive directors, also led to more rational modes of 
decision-making. In this sense, the research argues that emerging competencies and 

additional management expertise change the nature of the decision-making process, 

allowing firms to make more balanced decisions. Moreover, this emerging managerial 

competence suggests that this process alters entrepreneurial perception and assists 
further managemýnt development. Nevertheless, the nature of the entrepreneurial filter 

developed in this thesis also ensures that management development is dependent upon' 

the entrepreneur's or owner-management team's commitment to tl-ds process. In other 

words, continued growth is determined by the willingness of owner-managers to 
introduce management practices that have the potential to shape the future direction and 

scope of their firm. 

Overall, this study has developed a theoretical framework that can be consistently applied 

to management development in growth firms. Within this framework, the research has 

proposed that an entrepreneurial filter in conjunction with a wide range of internal and 

external factors shapes the strategic direction and scope of the firm. In addition, this 
filter drives management development that is implemented to manage the growth 
process, build sources of competitive advantage and facilitate further expansion. This 

process leads to the emergence of a management fAter, which has an ever-increasing 
influence upon the firm in terms of strategic decision-making and firm direction. 
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10.3 Research Implications 

The findings of this study have led to a number of practical and policy related 
implications. These can be sub-divided into the following three categories: 

10.3.1 Implications for Policy Makers 

It is reported that Wales currently has a dearth of indigenous businesses that have the 

ability to grow (Welsh Office, Pathway to Prosperity 1998; National Assembly for Wales, 

Betterwalcs. com: A Strategic Plan 2000). Despite this study's focus upon management 
development and sustainable competitive advantage at firm level, data collected over the 
duration of the research suggests that policy makers should continue to concentrate upon 

growth oriented businesses. From the data collected during the second stage of the 

study, it was evident that the 31 firms interviewed had increased aggregate turnover by 

over C57 million and created 657 jobs. This contribution to national and regional 

economies cannot be overstated. Public policy has, in the past, tended to look towards 

inward investment to stimulate wealth and employment creation in stagnant or dcclining 

regional economics. Historically, Wales has achieved considerable success in securing 
inward investment, but has recently experienced a number of job losses as a result of 
inward investment companies downsizing or relocating production. This trend 

combined with the evidence from this study implies that policy makers will secure a more 

stable economic future for Wales if they target and support businesses that have the 

potential to grow ambitiously. In this sense, it is argued that an adequate infrastructure 

that supports growth oriented businesses could help create an indigenous firm base 

capable of sustaining economic development. In addition, given that growth and survival 

are inter-related (Storey 1994; Burns and Harrison 1996), initiatives that encourage firms 

to pursue growth could reduce the overall volatility of the small business sector in the 
Principality. 

This study has identified a number of successful Welsh businesses that have enjoyed 
sustained success. This success was not only attributed to exploiting a particular 
opportunity with a quality product or service, but a willingness to pursue and manage the 
growth process through the introduction of key management practices. It can therefore 
be argued that if Welsh businesses are to secure success there is a distinct need for a 
support structure that takes the key findings of this research into account. Thus, it is 
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argued that attempts should be made to implement programmes that disseminate the 
importance of management practice adoption to small business development and 
support firms wishing to implement new management practices and processes. 
Furthermore, these initiatives must enable the firm to discover how management 
practices and processes can be utilised to build and sustain a competitive advantage. 
Consequently, there is a need for policy makers to review existing support programmes 

and introduce measures that will enable growth oriented firms to receive the right levels 

of support. 

Throughout the study, it was observed that the majority of firms used quality and service 

to differentiate themselves from the competition. It was evident however, that these 
initial advantages were continually supported by management practices and processes 

that improved delivery. Thus, it can be argued that initiatives that attempt to strengthen 

the viability of emerging ventures should concentrate their efforts on developing 

management practices and procedures that can sustain competitive advantage. This study 
indicated that growth oriented firms recognise the importance of marketing, financial 

management, quality control and planning to facilitating growth. This implies that 

initiatives should continue to offer this support to the small business sector. Emerging 

competencies and dynamic capabilities however, are often firm specific. Consequently, it 

is also necessary for support programmes to offer 'tailor-made' solutions that take into 

account the uniqueness and idiosyncrasies of organisational development. Historically, 

support has tended to concentrate upon delivering functional management practices that 

have been developed in large firms. This research suggests that whilst growth firms 

utilise some of these practices, management practices in growing ventures need to assist 

the management of growth and build competencies that strengthen the overall 

competitive position of the firm. Thus, programmes designed to facilitate growth must 

realise that it is no longer sufficient to simply deliver generic management training to 

growth oriented firms. Instead, an effort must be made to provide growing ventures 

with the necessary skills and knowledge to use management to secure long-term survival 
and growth. In addition, it is imperative that any such initiatives need to be transparent 
in terms of the benefits to be gained by small firms from undertaking these forms of 
support. From the data collected it was also apparent that a number of owner-mangers 
had looked to expertise outside the firm or created non-executive director positions 
within their companies to improve decision-making. This evidence suggests that 
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programmes which utilise the knowledge of experienced business mentors may offer 
support to existing small f=s unable to acquire the necessary management expertise to 
facilitate further growth. 

10.3.2 Implications for Education 

This study states that owner-managers of growth oriented firms continue to have 

difficulty in recruiting the necessary small business management expertise. Given that 
90% of all businesses in Wales currently employ less than 25 people (Welsh Office, 

Pathway to Prosperity 1998) it is evident that, for these small firms to survive and 

prosper, higher education institutions in Wales must respond to these demands. Thus, 

with entrepreneurship becoming an increasingly viable option for new graduates, higher 

education institutions must also look at current delivery methods and ensure that the 

management skills and knowledge they impart to graduates can be used effectively in a 

small business environment. Furthermore, given that the majority of owner-managers in 

this study advocated the need to delegate and involve others in the decision-making 

process, support programmes and education should look at initiatives that can develop 

these competencies. 

It has also been argued that the extent to which an entrepreneur or owner-management 

team can interpret the true nature of the environment may represent a particular strategic 

competence. Elements of this competence however, can be developed in others and 

trairung hutiatives that allow individuals to competently use analytical environmental 
frameworks could provide the small business owners of tomorrow with an increased 

awareness of how certain factors impact upon the strategic direction, scope and 

performance of their firm. In addition, this ability could also be developed further 

through contemporary education initiatives. In this sense, it is argued that whilst existing 
programmes impart the necessary knowledge to students in terms of strategic evaluation, 
greater efforts should be made to develop decision-making skills. Uncertainty is a 
common characteristic of most business environments and in order to make a 
contribution to the economy, individuals that either decide to start a new venture or 
work in a small business environment must have the ability to make decisions despite the 
existence of this uncertainty. By developing this competence, education can better 
prepare potential growth oriented entrepreneurs f9r the inherent challenges of small 
business growth. In fact, initiatives that can develop and improve these competencies 
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could help Wales develop a prosperous small business sector which is characterised by 

growth, innovation and wealth creation instead of high rates of business failure. 

This research has provided a generic framework that can be consistently applied to the 

strategic decision-making and management adoption processes in growth firms, 

irrespective of size or industrial classification. Through the examination of the 

management adoption process in growing ventures, this study has developed a 
framework that not only looks at why management practices are adopted by growth 
firms but also explains how these practices emerge. The framework therefore aims to 

understand and rationalise the adoption of management practices by growth firms. As a 

result, this framework combined with further research can be utilised to develop a more 
'usef-friendly' model that can be utilised by academics and policy makers alike to cxan-dne 

the management adoption process and whether a small firm has the potential to achieve 
long term growth. It is envisaged that the resultant model will be similar to the models 
developed'by Kim and Mauborgne (2000) in identifying successful business ideas. 

Moreover, the model will also seek to ascertain whether the implementation of specific 

practices and processes can assist the management of growth and engender sustainable 

competitive advantage. 

10.3.3 Implications for Growth Oriented Firms 

This study also has a number of implications for growth oriented firms. Firstly, the 

research through the development and refinement of a conceptual framework allows 

owner-managers to understand how management practices and the introduction of new 
layers of management influence the strategic decision-making process. The framework 

also illustrates the impact of various internal and external influences upon the decision- 

making process. The identification of these key influences upon the strategic decision- 

making process and management practice adoption essentially enables owner-managers 

to understand the sources of potential organisational conflict and how certain 
management practices offer practical solutions to these problems as their firm realises 
growth. 

Secondly, the research illustrates that the majority of owner-managers involved in this 
study have utilised management practices to assist the growth process. Whilst there are 
notable differences in the practices used between industrial sectors and firm size, the 
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study highlights the importance of enhancing the knowledge base of the firm, financial 

control, marketing and building an adaptive culture to facilitate small business growth. 
In addition, evidence from the data collected posits that owner-managers wishing to 

pursue further growth must understand the source of their competitive advantage and 
look at ways of maintaining and improving this advantage through management 
development and the creation of key organisational routines. 

Finally, from the implications discussed above for both policy makers and academics the 

research emphasises the importance of working closely with the small business sector to 

ensure that growth oriented firms are adequately supported and nurtured so that they can 

reach their full potential. Underpinning the above recommendations of suggested 
improvements to existing support measurev is the need for programmes to provide real 

tangible benefits for growth oriented firms. In this sense, it is argued that support for 

these firms should be measurable by way of its ability to meet the expectations of owner- 

managers seeking external assistance. Only when the needs of small business owner- 

managers are harmonised with the range of support initiatives available to small growth 
firms will policy makers in Wales begin to reap the benefits of this support provision in 

terms of economic prosperity and creating an indigenous small business sector that has 

the potential to grow ambitiously. 

10.4 Limitations and the Need for Further Investigation 
The exploratory nature of this study means that it is difficult to generalise these finding 

outside the boundaries of the research context'. The research adopted techniques to 
improve the validity of the study but despite these efforts this research lacks the 

generalisability afforded any quantitative analysis of this phenomenon. This limitation 

implies that further investigation is required. Firstly, the framework developed needs to 
be tested sectorally. It is argued that regional and industrial variances should be 

examined further. Consequently, the framework needs to be developed and tested in 

other regions of the UK and across a wide range of industrial sectors. For example, this 
study constantly noted that firms in the industrial services/construction classification and 
those firms categorised as being 'family orientated' responded differently to the range of 
questions asked. It is therefore reasonable to surmise that these sectors require further 

5 Note: See Chapter 6, sections 6.3 and 6.4. 
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investigation to explain these variances. In addition, it must be acknowledged that male 

owner-managers dominated the interview sample. Whilst, no particular gender 
differences were recorded, it is pertinent to note that previous studies have contended 

that female entrepreneurs respond to different internal and external factors and 

therefore, this could also prove to be an interesting line of further enquiry. 

The use of multiple-sites also limited the depth of the data collected and although the 

research did generate a number of key findings, its ability to fully understand the 

entrepreneurial decision-making process in relation to management development requires 

further examination. Thus, the use of longitudinal data and the tracking of management 

development would also help improve the robustness of the framework developed in this 

study. In this sense, it is submitted that in-depth case studies need to be conducted at 

various points on a firm's development curve to fully comprehend the nature of the 

decision-making process in the growing small venture. In addition, this study has 

concentrated its focus on growth firms that have had a three year record of continuous 

growth. Further research should also make a comparison between growth and non- 

growth firms in order to discover if there are any fundamental differences in the 

entrepreneurial and management filter. This additional research will assist acaden-&s and 

policy makers in determining why certain firms are unable to grow and may also explain 

business failure. 

Overall, it is imperative that the theoretical framework is continually updated and 

methods developed to enable generalisations to be formed from further qualitative and 

quantitative investigation of how decision variables influence management development 

and growth. Moreover, this study relied heavily upon the interpretations of participants 

in terms of factors that influenced decision-making. Consequently, whilst previous 

commentators have justified the validity of self-assessed competence (Chandler and 

Hanks 1994), there is also a need to develop more objective measures of performance 

and management adoption to assist theory development. It is therefore argued that the 

use of a combination of qualitative and quantitative techniques will help identify these 

relationships and test whether statistical relationships exist between certain decision- 

making variables and management evolution. Furthermore, these methods of 
exploration and scientific testing will ultimately generate a robust theory of how the 

adoption of certain management practices assists firm growth and development. 
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Appendix 1: Semi-Structured Interviews - Company Profiles 

Semi-Structured Interviews - Company Profiles 
Note., Allproffles have been altered to protect the identity ofparticipating firms. Numberdenotcs 
rank in Wales Fast Growth Fifty 1999. AH proMcs appeared in the ITIkIes Fast Gronih Fjjjy 
Supplement (1999) pubUshcd by the Western Mail 

1: Plastics Ltd 

Plastics Ltd is synonymous with fast growth in Wales, with activities ranging from the 
manufacturing the world's first non-spill toddler cup (with international sales in excess of 
100,000 units per week) to leading the market in the manufacture and design of top 
quality hardwood, softwood and uPVC conservatories, windows and doors. 

Based in Cardiff, the company is essentially an amalgamation of four subsidiary 
companies - The first was established to exploit intellectual property rights for new and 
innovative products, and its most successful brand to date is the world's first non-spill 
toddler drinking cup - The X CupTm - that was awarded Millennium Product status by 
the Design Council in July 1998. The X CupTm is sold in all leading supermarkets, 
nursery retailers and pharmacies throughout the UK and has European distribution via 
MAPA in Germany as well as international distribution agreements as far a field as 
Australia and the Far East. 

The second produces a wide range of quality nursery products under the 'X' brand name 
whilst the third provides on-site respraying of shop fronts of major multiples and 
retailers and other. commercial premises throughout the UK This subsidiary has also 
recently won a contract to coat the skins and canopies of Amsterdam's International 
Airport retail lounge and media centre extension. On the other hand, the fourth provides 
the sale, design, manufacture and installation of top quality conservatories, doors and 
windows. 

The success of Plastics Ltd has meant that the group has seen its turnover grow from just 
under C400,000 in 1996 to a staggering C3.8 million in 1998. This year the group 
estimates further sales growth towards somewhere in the region of L8.5 million. The 
group now employs over 100 people, all drawn from the local community and is 
committed to sustained growth through a continued investment into quality. At present 
all companies of the group hold the ISO 9002 accreditation. 

2: Rig Ltd 

Rig Ltd is a design and engineering consultancy in the offshore oil and gas sector. The 
firm was founded in 1993 and is located in Chepstow on the Welsh/English border, 
employing 30 highly skilled people. Rig Ltd is an innovative firm and is committed to 
creating and developing some of the world's revolutionary breakthroughs in technology 
for the offshore and sub-sea engineering industry. The company is recogniscd as the 
market leader in automated unmanned sophisticated buoy systems and is currently 
carrying out development work for some of the largest gas and oil producers in the 
world. 

The growth of the firm has been assisted by the support of both the Welsh Office and 
the Welsh Development Agency and the innovations produced by Rig Ltd can be seen 
anywhere from the shores of North Wales to those of Northwest Australia. Ibc firm is 
also committed to an environmentally aware design approach in all of its innovations, 
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and has achieved the quality standard ISO 9001. During the last three years, turnover has 
increased by a staggering 523% from C250,000 in 1996 to over C1.5 million in 1998. 
3: Laser Ltd 

Founded in 1989, Laser Ltd is based in Abertillery and employs 21 staff. The firm is 
currently recognised as a world leader in the field of low power lasers and laser 
technology. This status has been essentially achieved over the past four years by applying 
a simple philosophy - Commitment to Quality. Regardless of whether it is the design and 
construction of products, the application of the company's technical expertise or in the 
dedication with which it serves the needs of its customers, a conunitment to quality is 
paramount. In order to maintain its place at the forefront of an ever changing and 
competitive market, the firm operates a policy of continuous product and application 
development. The company's engineers are experienced in the laser technology field and 
often work side by side with customers in numerous and diverse areas ranging from the 
demands of military, government and scientific applications to automotive, sports and 
leisure. Recent developments include the introduction of a new 'track-to-train' 
technology that has been successfully tested on problematic applications involving 
communications between a station platform and an approaching train. 

Laser technology is one of today's fast growing and developing industry's and whilst 
Laser Ltd continues to expand it product range and customer base it is its unswerving 
commitment to quality that is considered to be integral to its sustained success. 

4: Food Ltd 

Food Ltd has recently been described as 'a real success story' by Welsh Secretary, Alun 
Nlichael. The firm was established in 1994 and produces pre-packed Chinese and 
Oriental meals for Sainsburys. The company now employs 120 people and is planning to 
create a further sixty jobs by opening a new L600,000 amenity block incorporating a state 
of the art test kitchen, restaurant and increased office and training facilities at its Swansea 
based factory. 

Its commitment to value and authenticity has enabled it become sole supplier of some 26 
products to Sainsburys and the firm constantly seeks to produce and develop exciting 
authentic dishes through its new test kitchen and new product development departments. 
Food Ltd obtains the majority of its raw materials from South Wales suppliers and 
continues to contribute to the prosperity of the region. In 1998, Sainsbury's Prawn 
Laksa (produced by Ethnic Cuisine) was presented with the top award at the 1998 
SuperMarketing Quality Food and Drinks Award and is further testament to the firm's 
commitment to quality and authenticity. 

Since its inception, Food Ltd has experienced considerable growth and now has an 
annual turnover of nearly C10 million. Despite this achievement, the company continues 
to look for opportunities to expand and is currently contemplating further expansion to 
dramatically increase its existing production capabilities. 

S. Crane Ltd 

Crane Ltd was formed in April 1994 by the purchase of assets of X Engineering, this 
company having gone into receivership in August 1993. A consortium of managers, 
employees and customers of the former company raised the funding of the purchase. 
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The Group now has over 110 employees and a turnover of L8 million for the last 
financial year. Group activities incorporate the design, manufacture and installation of 
equipment for the steel industry, including electric overhead travelling cranes and 
upgrade of container cranes for ports around the World. 

Since then, the new business has gone from strength to strength, purchasing the assets of 
X UK and X Ltd in 1996. At this time, X UK became a division of Crane Ltd whilst X 
Ltd became the manufacturing division of the group. This has enabled Crane Ltd's 
capabilities to be augmented by X Ltd's ISO 9001 accreditation, as well as its experienced 
workforce of machinists, fabricators, welders and electricians. Currently, tfýs part of the 
company designs and manufactures aero-engine test facilities and other equipment for 
the aerospace and defence sectors. During 1998, a new company - Crane Ltd Waterford 
- was formed and offices established to enable the group to carry out work in Ireland. 
Despite these changes, Crane Ltd continues to operate and develop their own markets. 

6. Design and Print Ltd 

Design and Print Ltd was founded in 1953 in Swansea as a traditional printing firm. The 
original owner and his family eventually sold the business in 1993 and in 1995 the new 
management team decided to relocate the business in a new unit at the Darcy Business 
Park adjacent to junction 43 of the M4. Design and Print's activities can best be 
described as a provider of design and print solutions to companies and organisations in 
South Wales and the firm prides itself on its ability to offer single source solutions to its 
customers. The company has an entirely self contained design studio with five 
experienced designers using state of the art technology whilst the print and print 
finishing unit is manned by highly skilled craftsmen who are capable of meeting even the 
most challenging of deadlines. 

Design and Print Ltd has recognised the importance of customer service to a growing 
business and its customer service department not only offer a rapid response to items 
such as estimates and quotations but also utilises Email and ISDN transmissions send 
customer designs and advertisements digitally to vendors and publications both in the 
UK and across the globe. 

Design and Print's major achievement over the past five years has been to successfully 
manage the changeover from a small family run business to becoming one of the leading 
providers of design and print services in South Wales. The company attribute its success 
and growth to its employees, a willingness to re-invest profits back into the company and 
emphasising the importance of accurate and prompt communication with customers. 
The firm was accredited with ISO 9901 in 1991 and has recently appointed two new 
directors and hopes that this additions can add to recent successes such as the design of a 
new logo for Swansea RFC and the maintenance of the club's website. 

7. Pump Ltd 

Pump Ltd was formed in 1993 and started trading in 1994 as vacuum engineers. The 
company utilised its design experience and developed a high vacuum air conveying 
suction unit in 1995. The Hyper-Vac, which is used for the recovery of difficult materials 
from inaccessible locations and so, the contracting division was born. The company's 
mechanical engineering arm builds and develops specialist equipment for the contracting 
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division and also fabricates and installs steelwork and process equipment for the water, 
petrochemical and manufacturing industries. The company has several R&D projects 
underway at present, which have worldwide potential within the mining, tunnelling and 
petrochemical business. From the original start-up situation of four people, the business 
currently employs thirty at the base in Tenby and services clients throughout Wales and 
the UK. Further growth will be achieved this year with anticipated staffing levels of 40. 

8. Network Ltd 

Established in 1985, Network Ltd is a national network of professional organisations 
who carry out investment business. Originally trading under the name of X as a firm of 
independent financial advisers, the firm quickly recognised the need for a intermediary 
firm between the financial services practitioner and the regulatory body in order to 
provide a service to help other financial advisers to satisfy regulatory requirements. 

This new slide line eventually turned into the core business activity of the firm and as a 
result the company was renamed Network Ltd in 1991. Based in Trefforest, with 
network members all over Wales and England, the company specialises in compliance 
and the monitoring of financial services business and reguladons. Vital Training and on- 
going support is provided to individuals to ensure that firms meet the requirements of 
the Financial Services Act in order that they can effectively conduct investment related 
business. 

The success of these firms can largely be accredited to the highly professional yet 
personalised service offered by Network Ltd that has allowed many of them to achieve a 
variety of industry standard awards such as BSO 5750, ISO 9001 and EN 29001. 

Increasingly tougher industry regulations in general have forced many financial services 
practitioners to seek help through an intermediary firm such as Network Ltd in order to 
be able to satisfy the regulatory requirements and therefore helping to grow the network 
at a phenomenal rate. Consequently, the company has not only enjoyed considerable 
sales growth but also seen its employee base grow from 5 staff in 1994 to 30 employees 
in 1999. Whilst growth has been dramatic, the firm has ensured that orgat-dsational 
growth was carefully managed and that the core philosophy and competitive edge of 
personalised customer service has not been jeopardised. 

10: Phone Ltd 

Founded five years ago in Gwent, Phone Ltd supplies telecommunications products and 
services, offering products such as mobile phones, two-way radios, photocopiers and fax 
machines to the commercial and consumer markets. The company currently operates 
from eight offices in Wales with its headquarters being located in Abergavenny. The 
founder and current managing director is a local entrepreneur who quickly realised the 
marketing potential of mobile communications. The entrepreneurial flair of the 
managing director is supported by an experienced Sales Director, who has considerable 
experience of sales management in the communications industry. 

The development of Phone Ltd has been entirely self-financed and profits have been 
constantly re-invested in order to sustain growth. The firm has also utilised support from local support agencies and is committed to maintaining its position of Wales' 
premier independent communications company. Phone Ltd is continuing to pursue 
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expansion strategies and forecasts already suggest that sales revenue for 1999 will exceed 
, C1 million. 

11 : Independent Ltd 

Established in 1973, Independent Ltd is an independent financial adviser providing a 
comprehensive financial and investment service to over 6,000 clients nationwide. Based 
North Wales, the company is registered independent firm with the Personal Investment 
Authority (PIA). With a turnover fast approaching C1 million, the company has 
experienced rapid growth in the past three years and it is estimated that sales revenue for 
1999 will be somewhere in the region of L1.8 million. Independent Ltd's success is 
based upon the efficient provision of strategic and proactive advice in both investment 
and mortgage matters. It provides a personal and proficient service, with a network of 
trained and experienced advisers that can interpret the specific needs of individuals. 
Employee expertise enables clients to make informed choices concerning pensions, 
investments and mortgage related matters. 

The company now has 39 employees, including management, advisers and administration 
support staff. All employees are subject to an ongoing training programme to ensure 
that they are familiar with the core activities of the business. Ongoing investment into 
employee development is matched by the company's commitment to state of the art 
technology. These initiatives are considered to be integral to the firm's continued growth 
and have enabled Independent Ltd to seek new markets in the 'new build' mortgage 
market. 

12. HR Consulting 

HR Consulting is committed to maintaining the highest levels of performance, 
confidentiality, respect and care, bringing practical recommendations and solutions to 
HR development for its extensive customer base. Established in 1995, the Newport 
based company offers a comprehensive consultancy service in key HR management areas 
such as selection, business psychology, training and development. 

HR Consulting employs 10 dedicated and experienced staffs who are all committed to 
maintaining the firm's customer driven philosophy. It is this depth of knowledge and 
experience that enables the company to work closely with clients and provide a wide 
spectrum of services to enhance efficiency, productivity and HR development. 

The majority of the firm's activities are concentrated in Wales although it has on 
occasion had the opportunity to work with company in the West of England. Notable 
customers include Bosch, Warner Lambert, LG and First Plus (part of the Woolwich 
Building Society group). Insight HR Consulting are also accredited to the Institute of 
Personnel Development (IPD), the British Psychological Society, ISO 9001 and the 
Investor in People (IiP) standard. 

This reputation for quality has seen the company being nominated as one of the finalists 
in the Small Business of the Year Award sponsored by the Western Mail and ensures that 
HR Consulting are building a firm foundation from which it can sustain its current 
growth and success. 

14. Recruitment Ltd 
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Recruitment Ltd was founded in 1992 and has since established itself as Wales' largest 
independent recruitment and training company. Its success and continued growth is 
based on the philosophy of supplying local industries and businesses with high calibre 
temporary and permanent staff quickly and efficiently. The company applies intense 
interviewing and vetting procedures whilst its highly experienced and professional staff 
ensure that applicant data is accurate before it is submitted to the firm's advanced 
technology systems that holds the details of thousands of applicants covering all the 
major employment sectors. Since the company's inception, the company has grown into 
a muld-branch, 60+ employee organisation with a head office in Newport and a network 
of seven branches covering South Wales. 

Enthusiastic support teams Recruitment Ltd's dedicated managers and recruitment 
consultants in order to deliver a comprehensive recruitment and training package. Major 
investments within the training sector has enabled the firm to create a training services 
division which is capable of delivering quality training programmes and associated 
services. The company is a member of the Federation of Recruitment and Employment 
Services (FRES), recognised as an ISO 9002 organisation and currently runs Investors in 
People (IIP) programme. The company is determined to sustain its success and has 
recently secured the sole agency contract for British Airways Avionics Engineering based 
in Llantrisant to add to its already enviable client list of major corporations and blue chip 
organisation based in the South Wales region. 

16: Accounting Ltd 

The current directors established Accounting Ltd in 1995 to provide professional 
consultancy services in the areas of information technology and business computer 
systems. The company specialises in computerised financial and management accounting 
systems, namely Access Accounts, which enables all types of organisations to successfully 
embrace Windows based technology. Accounting Ltd is a premier Access dealer and one 
of only twelve valued added Access Client Server and Dimensions re-seUers in the UK. 
This accreditation is only acl-deved by companies that meet the highest levels of technical 
competence and information technology knowledge. 

The firm's headquarters are based in Cardiff but the company also has offices in Bristol 
and Exeter to accommodate its expanding customer base. Accounting Ltd is able to 
provide solutions to its clients in a variety of environments including Windows 95, 
Windows NT, Novell and Apple. The firm's activities include project management, 
system implementation consultancy, historical accounting data conversion and third party 
software training and the company is committed to maximising the return on their 
client's investment. This dedication has enabled Accounting Ltd to forge excellent 
business relationships with over 100 public and private sector clients in local, domestic 
and international markets. 

The company continues to experience growth and estimates that turnover for the current 
financial year will exceed the V/4million mark. The firm currently employs 10 people but 
it expects its staffing levels to increase in line with sales revenue and its evcr-growing 
customer base. 
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18: Sandwich Ltd 

Sandwich Ltd is a Cwmbran based manufacturer that produces fillings for approximately 
14.5 million sandwiches per annum. Established in 1990, the firm offers a wide range of 
fillings from tuna mayonnaise to Peking duck. Recent successes of Sandwich Ltd include 
the introduction of Welsh Gold filling in 1998 to commemorate St David's Day and its 
subsidiary firm, Shelly's food being presented with the most innovative sandwich award 
from the British Sandwich Association. 

20: Consultancy Ltd 

Consultancy Ltd is an Abergavenny based organisation that specialises in helping its 
clients in both the manufacturing and service sectors enhance efficiency and profitability. 
The company believes that it was one of the pioneers of the 'one stop shop' philosophy, 
offering a wide range of skills from its own employees to the skills of an extensive 
network of associated organisations. 

Unlike conventional consultancy, Consultancy Ltd has adopted a 'hands-on approach' to 
its services, preferring to work closely with its customers to identify weaknesses and 
provide the necessary skill gap resources to achieve continued business development. 
This approach was enabled the firm to establish an ongoing synergy with its clients and 
has been instrumental to the company's success. Consultancy Ltd services include the 
improvement of shop floor and office productivity, improvements of manufacturing 
methods, the implementation of management and quality systems such as TQM, ISO 
9000 and Investors in People. 

The company is a listed practice with the British Accreditation Bureau and is registered 
to ISO 9001 with the British Standards Insdtudon. The firm is happy to work with 
companies of all sizes and its reputation of being able to consistently reduce the costs of 
its customers whilst demonstrating productivity improvements in the region of 25% has 
significantly contributed to its sustained growth. 

21: Timber Ltd 

Three owner-managers all abandoned relatively secure employment in 1993 to establish 
Timber Ltd Ltd as an independent timber importer and supplier venture. Since its 
inception, Timber Ltd Ltd has seen it sales soar from L1.7 million in its first 12 months 
of trading to over C10 million by the end of the 1998 financial year. 

The company has built its reputation within a 200-mile radius of its Newport 
headquarters in South Wales. It provides a 24-hour service delivery service to merchant 
and end user customers, such as furniture manufacturers and shop fitters throughout 
Wales, the Midlands and the South West of England. The relocation to Newport from 
Abcrcarn in 1995 provided the firm with 18,000ft of undercover warehousing and 
additional outdoor storage offers a valuable insight into the growth orientation of the 
company and the founders determination to succeed. The move to Newport enabled the 
firm to recruit experienced and skilled sales staff and hold a substantial amount of 
product that were crucial to sustaining its aggressive marketing and sales-led strategies. 

The company has been formally recognised for its considerable success in South Wales 
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and has picked up a number of notable local business awards including Young 
Entrepreneurs of the Year in 1993/1994 and Gwent TEC's award for the best emerging business venture in 1995. In fact, the future seems to be bright for Timber Ltd. The 
three directors are expecting the company to sustain its growth through offering a high 
level of quality, integrity and value to its customers and by developing its existing 
domestic and export trade. 

22: Office Ltd 

Office Ltd was originally known as X Ltd -a company formed by the Office Chairman 
and his partner during 1975. Following the sale of the Abacus name in 1994 to Alco 
Standard of America, the company was renamed Office Ltd. At the time of the sale, 
owncr-manager's son joined the company and together they have completely restructured 
the business, changing its focus and introducing a complete new product range. This 
carefully selected range of products is on display at the firm's new 11,000 sq ft. Cardiff 
showrooms. The firm specialises in all aspects of office furniture, from Boardroom 
Executive ranges to simple workstation and operator chairs, together with refurbishment 
works which include partitioning, ceiling, carpet, decoration and storage systems. To 
compliment these specialised services, the firm also has their own in-house design, 
planning, installation and service teams. 

The directors emphasise the need to ensure that its professional team is experienced in 
servicing supplying and that office furnishings are integrated into many business 
environments. HoWever, they have not forgotten their duties to the community and 
have, since 1975, been constantly involved with many activities outside of the normal 
business sphere. Office Ltd has also formed strong alliances with a select number of 
producers to allow the strength of the firm to be linked directly with formidable world- 
class manufacturers. 

23: Finance Ltd 

Finance Ltd was originally the consultancy division of the international chartered 
accountant X. In 1979, the firm achieved independence and since then has specialised in 
all areas of lending - secured, unsecured, consumer, corporate - and offers business 
solutions for direct finance, retail credit and vehicle fmance operations. The Finance 
Group changed its trading name in 1997 to Finance Ltd to accurately reflect the nature 
of its business. 

The firm is dedicated to meeting the needs of the finance sector and its accountancy 
background is a significant factor in its understanding of the industry. The loyalty and 
commitment of its staff remains to be the backbone of the company. Moreover, its 
continuous investment into new techniques in the development of advanced systems for 
blue chip financial institutions in the UK and Europe offer rewarding challenges to its 
highly skilled employees. Finance Ltd is an associate member of the Finance & Leasing 
Association (FLA) and as the company continues to expand its knowledge base it actively 
encourages its employees to gain accreditation to the FLA or sit other credit industry 
specific examinations. 

The company employees over 100 staff between its headquarters in Cardiff and its 
Bristol office and remains committed to its long term objective of sustainable growth 
over the past decade and successfully increased its product range, sales, profits and 
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productive capacity. It now enjoys an established client base of over thirty of the major 
financial institutions in the UK and Europe. 

24: Computer Ltd 

Computer Ltd has already begun to establish its reputation as both a specialised assembly 
firm for corporate customers as well as a firm supplying quality home computers and 
computer systems for small businesses. Founded in 1989, the company emerged from 
the garage of the managing director's home and now employs 20 dedicated and 
experienced staff. 

With the growth of the computer manufacturing business, Computer Ltd is now 
considered synonymous with high quality reliable computer systems and dedicated 
support and maintenance. The firm supplies many Welsh local authorities and major 
companies in Wales with stand alone PCs or fully integrated computer networks. 
Sustained growth forced the company to upgrade to larger premises, and its current 
location on the Vale Business Park Cowbridge is an ideal location affording access to all 
major business centres in South Wales. 

The company has built its success on its commitment to customer service and is able to 
meet the specific requirements of clients. The firm enjoys strong partnerships with its 
suppliers and offers a broad range of additional services such as the provision of 
electronic notebooks, upgrades and printers. The company continues to establish its 
reputation for high quality and customer service and whilst it is still considered to be a 
small company in comparison to the national computer giants, Computer Ltd Ltd is 
currently one of the largest computer manufacturers in Wales. 

25 : Pate Ltd 

The owner-manager founded the Pate Ltd in 1983 with an investment of 'C9 from her 
housekeeping. The primary product of the company is pate. Originally, the pate 
produced by the firm was sold to a local restaurateur but after the proprietor decided to 
produce in-house, the owner-manager was quick to seek other customers and soon 
afterwards the business flourished. As the business grew so did the demands on its home 
base and it was soon realised that new premises were required if the business was to meet 
its full potential. After careful consideration the company moved to Ruthin, North 
Wales. The company has now been at the same site for nine years although it has since 
expanded its operations to meet production requirements. In the past three years the 
firm has enjoyed sales growth of nearly 80% and turnover is fast approaching Ll million. 
This growth has been achieved through inward investment and the company's 
commitment to marketing and offering the market a quality product. 

Pate Ltd supplies independent retailers, hotels, restaurants and breweries and is currently 
looking to develop business opportunities in Ireland and through the Internet. The firm 
continues to receive consultative support from the Welsh Development Agency, Welsh 
Food Promotions and Clwydfro Enterprise Agency. In 1995, the owner-manager was 
awarded the title 'Welsh Woman of The Year- Small Business Owner' and last year she 
was one of the finalists for the European Woman Entrepreneur of the Year. The 
company remains committed to Wales and hopes to expand its production capabilities 
further in the next 12 months to meet ever-increasing demand. 
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28: Media 

Media is a niche public relations and marketing agency, scrvicing chcnts within the 
telecoms, data networking, computing and Internet industries. Since being cstablisllcd in 
1992, the company has quickly matured from a solc trader operation to that Of a small 
company with evolving management teams that have enabled the firm to entertain and 
sustain growth. The growth of the company has not occurred merely by chance and the 
firm has ensured, with the assistance of the Welsh Office and local TE-Cs, that the long 
term business plan of Media has been realised. 

'Me company's success stems from its comprehensive technical knowledge, its sound 
public relations and marketing expertise and the commitment of its workforce. The 
firm's core services centrc around the provision of public relations and marketing 
support to customers, enabling them to communicate their products and services 
through a wide range of media. The company utilises its Internet expertise to Mist 
Welsh companies who wish to establish a presence on the Internet despite the fact that, 
at present, the majority of its clients reside outside the principality. MIC COMp2ny 
continues to pursue its business objectives but is aware that sustained growth will 
become increasingly dependent upon the development of solid systems and procedures, 
the personal development of its staff and a continued commitment to its customers. 

29: Contractor Ltd 

Contractor Ltd is a leading chartered building company that was founded in 1977. Over 
the years, the company has established a reputation for providing an efficient contracting 
service throughout South Wales and the South West of England for commercial, retail, 
industrial and residential projects. The company has an extensive client base including 
major industrialists, developers and government authorities and its commitment to 
quality and customer satisfaction results in over 50% of its business being attributed to 
repeat orders. Moreover, the firm prides itself on its expertise and its ability to introduce 
flair and innovation to building solutions. Contractor Ltd bencrits from a muld. 
disciplined team of experienced and dedicated staff and this, coupled with the company's 
flexible attitude to contracting, enables the firm to present quality completed buildings 
within agreed specifications, timescales and costs. 

The company continues to grow and its success has allowed the firm to recently establish 
a sister company in Bristol to service the South West of England. In the past 12 months, 
Contractor's order book has grown by securing a wide range of contracts ranging from 
contacts in the motor industry, industrial and commercial projects throughout South 
Wales and several assisting the re-development of Cardiff Bay. Furthermore, investment 
in Information Technology, quality management systems and new long-term 
relationships with firms like X (UK) Ltd will ensure that Contractor is able to maintain 
its competitive position well into the new Millennium 

30: Insulation Ltd 

Insulation Ltd was established in 1986 and has enjoyed steady growth to its prcscnt 
position by exercising strict levels of control and an experienced managment team. 711c 
firm has successfully achieved accreditation to BS EN ISO 9002 (1994) Quality 
Assurance Standard which has enabled it to sccure a significant share of the markct and 
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an impressive client base, including major building contractors, local authorities and 
national government bodies. 

A lot of Insulation Ltd's success stems from the fact that the majority of its employees 
have a long association with the industry having worked for major national companies 
such as Cape Contracts, Kitson's Insulation and Chieftain Insulation. This experience 
ensures that the company is able to confidently guarantee good quality workmanship and 
contractual control that is expected of a major contractor within the industry. 

Currently the company provides a wide range of structural and passive protccdon and 
dry lining services, including fire/smoke barriers, partitioning, asbestos removal and a 
variety of board encasements. Insulation Ltd continues to operate successfully in a 
turbulent industry and its experience, expert knowledge, tight control of overhead costs 
and competitive quotations not only offers considerable advantages to its clients but also 
ensures that the company is in a good position to sustain its success. 

35: Training Ltd 

Training Ltd has enjoyed notable success during the past ten years, and is currently the 
largest independent supplier of computer training and consultancy company in South 
Wales. The firm's current customer base is impressive, ranging from large organisations 
like British Steel and the Welsh Development Agency to thousands of Small and Medium 
Enterprises throughout the region. The firm specialiscs in custorniscd IT training and 
consultancy services, mainly through PC related software including Microsoft, Lotus and 
Internet related products and has the added advantage of being able to augment its own 
capabilities through its close ties with Swansea University. Training Ltd has work closely 
with the University of Wales Swansea, which holds a minority interest in the firm, on 
important community driven programmes. For example, Training has offered computer 
based training to 2,000 unemployed people in order to help accelerate their return to the 
work place through the acquisition of valuable IT skills. 

Over the last eighteen months, Training Ltd has sustained its success, securing against 
national competition an on-going contract with the DVLA to oversee the national 
retraining of its staff throughout the UK. It was also recogniscd as the Western M. 0 
Small Business of the Year in 1999 and won the South Wales Evening Post Small 
Business of the Year Award in 1998. Despite these notable achievements, Training Ltd 
is committed to further improvement and the firm expects to exceed Llm turnover in 
1999 with plans to introduce a variety of new services to augment its current activities 
and sustain growth. 

36: Garden Partnership 

Garden Partnership is a family-run business, selling garden machinery and sundries, 
sewing machines and craft items, which was founded, in 1986, by the owncr-managcrs, a 
husband and wife partnership. The business concept was originally borne out of the 
owncr-managcr's interest in knitting. However, an investment in a knitting machine 
coupled with the owner-manager's farming contacts ensured that orders for jumpers and 
cardigans started to escalate. The business was initially operated from the family home 
but, in addition to the manufacture of garments, the couple quickly rcalised an 
opportunity to expand into mail order in order to sell stock across the country. 
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The first shop was open on the Capel Hcndre Industrial Estate near Ammanford 
although in the formative years of trading, shop hours were limited to mornings only so 
that the owner-manager could devote more of a time to her children. Despite this 
limitation, the business flourished and the couple were able to employ one member of 
staff to help meet demand. After two years the business moved to Cross Hands Business 
Park near Llanelli into larger premises with greater accessibility. In 1989, the owner- 
manager made the decision to leave his employer and dedicate his time to running the 
family business. Soon afterwards his employer ceased trading and the owner-manager 
seized the opportunity to buy up stock and take on four of his colleagues from his 
previous employer. The company continued to prosper and in 1992, purchased an acrc 
of land in order to erect a purpose built building to accommodate all facets of the 
business. Half of the unit was devoted to garden machinery whilst the other half sold 
sewing machines, knitting and craft items. This strategy enabled the firm to maintain a 
healthy cashflow despite the seasonal nature of its products. 

Since this time Garden Partnership' has managed to sustain its growth and over the years 
the craft business has been extended and a training facility has been built to facilitate 
twice weekly craft workshops. The business also boasts a coffee shop and the store now 
stocks and sells patio furniture, barbecues and accessories. The partnership continues to 
be forward thinking and is constantly evaluating its product range to ensure sustained 
growth and prosperity. 

37. Medical Supplies 

Medical Supplies was established in 1986 by the owner-managcr to supply general 
medical practitioners with a wide range of medical products including vaccines, cogs, 
diaphragms, surgery equipment, diagnostic tests and instruments. The company was 
originally based in Kent but transferred its head office, administrative, purchasing and 
central warehouse functions to South Wales in 1992. 

The firm operates a catalogue mail order service to the medical profession, producing its 
main catalogue annually and mailing it out to over 12,000 GP practices. This is 
supplemented by three special offer catalogues that arc mailcd out to over 36,000 general 
practitioners and 7,000 practice managers throughout the United Kingdom. In addition, 
special offer leaflets are produced monthly and included with all statements and packages 
sent out from the company's Welsh and English sites. The main catalogue currently 
contains over 5,000 different product lines covering approximately 20,000 different items 
and Medical Supplies continually reviews its services, seeking to constantly update its 
product lines and supply sources to meet the ever changing needs of its customers. 

In January 1996, the company established a subsidiary company. This firm. offers a range 
of low priced branded products to provide practitioners with an alternative source of 
supply. More recently, another company was incorporated into the Medical Supplies 
group. This subsidiary essentially imports medical products in order to supply the retail 
trade. Moreover, in 1997 the Doctor X name was purchased at the end of 1997 to Widcn 
the services of the group and afford the company additional marketing and retail 
strength. This operation is currently operated through the group's Leeds office. 

Medical Supplies remains committed to customer service and growth and has recently 
purchased the X Centre in South Wales to an attempt to further invest and develop its 
office and warehouse facilitates. Furthermore, the company continues to invest in the 
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updating of its comprehensive computer and communication systems to ensure that it 
can offer its customers a quick, informative and effective service. 

38: Engineers Ltd 

Engineers Ltd was founded in 1992 by X and X, welcoming X as an associate partner in 
1994. The firm offers a comprehensive service with technical expertise in the design of 
highways, surface water drainage schemes, sewerage and sewerage treatment, process 
waste disposal, student accommodation and major refurbishment schemes, emphasising 
the importance of maintaining effective site management. Since its inception, the 
company has enjoyed steady growth and now employs 18 people. 

The firm has undertaken a variety of civil and structural engineering projects in both the 
private and public sector ranging from simple house extensions to large industrial and 
commercial complexes. All projects, whether small or large, arc given the same attention 
to detail and every endeavour is made to assist the clients, other members of the design 
team and contractor to ensure effective and efficient project completion. The company 
continues to strive for success and over the years has gained experience in the re- 
development of town and city centres. It is currently working on a C40 minion project to 
construct a 200 bed hotel in Cardiff centre in readiness for the 1999 Rugby World Cup. 

40: Electrical Ltd 

Electrical Ltd was , 
founded in 1984 to essentially provide quality electrical installation 

services. Over the years the company's reputation and subsequent growth has enabled it 
to establish larger premises in Cardiff, moved its manufacturing unit to Bridgcnd and 
opened new offices in Guildford, Surrey. 

The firm now employs 90 people and utilises its staff's experience and knowledge to 
provide total solutions for its ever-expanding customer base. The firm's extensive Est of 
customer's include NTL, Sony, Hitachi, Panasonic and British Steel and it provides a 
wide range of installation services to clients throughout Wales, the UK, Europe and 
India. More recently, the company was awarded a prestigious contract to undertake 
security installation work at Kensington Palace. 

Throughout the last fifteen years the company has achieved steady growth, based on its 
philosophy of optimal solutions, commitment to keeping pace with technology and 
dedication to customer satisfaction. In fact, in 1999, Electrical can be found firmly 
placed in the UK's top 500 companies. The company remains committed to providing its 
customers with a reliable and professional service and ensuring that employee skills arc 
constantly updated through training and development. The firm is also financially sound 
and well managed and these assurances help the company to maintain its reputation and 
build long term meaningful relationships with its customer base. 

44: Hotel Partnership 

When the X family bought the Hotel Partnership in 1992, it was in a poor and run down 
condition. Turnover at the 16 bedroomcd property was less than C200,000 per annum 
and only six permanent staff were employed. This year turnover, is fast approaching 'Cl rnillion and the hotel now employs 35 people. A k3/4 million refurbishment has 
successfully transformed the personality of the hotel, bedrooms have been added and 
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remodelled with striking designs and colour schemes and the introduction of a bistro- 
style restaurant has proved to be a considerable success. The hotel currently enjoys 
occupancy rates of above 70% and a buoyant restaurant trade, wl-dch ensures that the 
new bistro attracts a busy lunchtime trade and is fully booked every evening. 

This achievement cannot only be attributed to the X family's commitment to excellence 
and clearly defined business objectives but also to the efforts of the hotel's staff. In fact, 
the adoption of a fair staffing policy coupled with above average rates of pay and 
excellent working conditions have enabled the X family to build up a faithful and 
committed workforce with almost zero staff turnover in key positions. 

The hotel's attractive and friendly atmosphere and its accessibility to all parts of South 
Wales ensures that it attracts healthy mix of clientele, ranging from business people to 
tourists wishing to explore the Brecon Beacons National Park. The hotel continues to 
attract considerable attention and it has recently been awarded the AA's Welsh Hotel of 
The Year 1998/9 and has been included in the hotel industry's prestigious journal, 
'Caterer and Hotelkeeper' since 1995. However, the X family, is keen to meet new 
challenges and are currently looking to develop a new hotel in the South Wales area and 
add to the success of the Hotel Partnership. 

49: Disaster Ltd 

Disaster Ltd was founded by a Cardiff Pharmacist in the 1890s to sample, analysc and 
certify the quality of coal cargoes being exported from South Wales to the rest of the 
world. Today, having traded successfully for more than a century, the company 
continues to sample and analysc coal but has diversified its activities considerably as it 
has grown. The firm now employs 75 people, the majority of whom arc highly qualified 
in scientific or technical disciplines. 

Disaster Ltd have offices in Cardiff, London, Houston and Singapore and its main 
activities include insurance claim investigation as well as nautical and metallurgical 
consultancy. In particular, the company has an international reputation for the handling 
and investigation of incidents and claims, and clients include insurance companies, P&I 
clubs, oil majors, ship owners, investment bankers, solicitors and loss adjusters. More 
recently, the firm's subsidiary -X Ltd - pioneered a bio-technical system, 'X', to counter 
the muld-billion pound illegal trade in counterfeit goods and industrial theft. This 
innovation has now been successfully tested and will soon be offered to museums, 
galleries and the insurance industry and will prove to invaluable to the police in the 
identification of recoveries. 

50: Pet Food Ltd. 

Pet Food Ltd was established as a partnership and incorporated in 1-darch 1982. The 
business was formed by the owner-manager to import and distribute canned pet food. 
The company occupied a 750 square foot rented industrial unit at Lampetcr Industrial 
Estate. The company spccialised in purchasing canned products from the major 
manufacturers in the UK and Europe, and the products are sold under the company's 
own labels. 
To complement the canned pet foods, the company decided to produce and sell a range 
of dried pet foods, and in 1983, the company started to produce its own dried dog foods 
in bulk quantities which were sold mainly through agricultural co-opcrativcs and 
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independent merchants throughout Wales. In the intervening years, the range has been 
developed to include other premium quality formulas. In 1990. The company purchascd 
a farm at Pencader, from which operations (both canned and dry) now take place. In 
1998, the company commissioned a new pct food extrusion plant in West Walcs at a cost 
of C1 million, and the company currently has 36000 sq. ft of storage and production 
space at the farm with additional storage/packing facilities of 28000 sq. ft scheduled to 
be built in mid 1999. This will bring the total investment to date at the site to over L2 
million. In 1999, the company launched a new premium range of extruded under the 
brand X-a name that will be readily familiar to most Welsh people. The packaging for 
X dog foods is bilingual, as is the majority of the company's packaging as the owner- 
manager places great emphasis on this. The company currently employs 38 full-time staff 
that will be increased to 50 by the end of 1999. 
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Wales Fast Growth Fifty 1999 - Company Details 

Company Business Acbvity Location 1998 Sales 
(E 000s) 

% Growth Rate CAGR % Foundod No. of 
Employoos 

1 Product marketer/Manufacturer Cardiff 3865 923.60% 219.76% 1988 105 

2 Engineedng/design consultants Chepstow 1540 529.40% 150.71% 1993 30 

3 Laser Manufacturer Abertillery 1693 212.30% 76.74% 1989 21 

4 Meals Manufacturer Swansea 9893 204.60% 74.52% 1994 250 

5 Engineering Services Cardiff 7917 199.10% 72.94% 1994 110 

6 Duplicating/copying Neath 383 188.00% 69.70% 1953 20 
Services 

7 Industrial services Tenby 560 186.30% 69.03% 1993 22 

8 Financial Advisers Pontypridd 4754 185.30% 68.92% 1985 30 

9 Timber/farm suppliers Liandovery 874 179.30% 67.10% 1993 13 

10 Telecommunications Abergavenny 289 176.70% 66.70% 1994 12 

11 Financial advisors Rhyl 912 176.30% 66.24% 1973 25 

12 HRM Consultancy Newport 437 169.00% 64.24% 1995 10 

13 Thermal barrier coatings Newport 1624 145.20% 56.63% 1995 28 

14 Recruitment services Newport 8358 141.50% 55.40% 1992 65 

is Plastic packaging manufacturer Crumlin 6148 132.20% 52.37% 1993 23 

16 Computer services Cardiff 496 129.00% 51.54% 1995 10 

17 Industrial Coatings Llanddndod Wells 290 124.70% 49.94% 1995 11 

is Food manufacturer Cwmbran 4630 116.70% 47.23% 1990 70 

19 Electrical engineering Cardiff 7100 108.70% 44.44% 1987 110 

20 Management consultancy Abergavenny 1833 107.30% 44.00% 1968 10 

21 Timber Importers Caldicot 10160 103.00% 42.48% 1993 10 

22 Office furnishers Cardiff 1973 83.30% 35.41% 1997 20 

23 Financial consultants Cardiff 6443 82.80% 35.20% 1979 130 

24 Computer manufacturer Cowbridge 2651 82.30% 34.98% 1989 25 

25 Pate manufacturer Ruthin 902 79.10% 33.91% 1983 25 

26 Car retailer Kidwelly 31316 76.70% 32.93% 1932- 69 

27 Retailer Cardiff 135789 71.80% 31.09% 1882 3600 

28 Public relations/marketing Chepstow 528 70.10% 30.51% 1992 10 

29 Construction Cardiff 12285 67.90% 29.57% 1977 48 

30 Insulating Contractor Port Talbot 1471 66.90% 29.22% 1986 30 

31 Landscape and civil engineering Cardiff 711 66.30% 28.89% 1992 20 

32 Marketing and promotion Cardiff 951 61.90% 27.17% 1991 is 

33 Car retailers Newcastle Emlyn 15479 61.70% 27.16% 1985 70 

34 Retail refurbishers Rogerstone 1 16398 59.20% 26.17% 1920 140 
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Company Business Activity Location 1998 Sales 
(E 000s) 

% Growth Rate CAGR % Founded - --No. of 
Employees 

35 Computer training Swansea 989 59.10% 26,20% 1988 30 

36 Garden machinery suppliers Llanelli 1036 56.10% 25.00% 1986 22 

37 Medical equipment supplier Rhymney 15754 55.30% 24.61% 1986 62 

38 Civil engineering consultants Cardiff 737 55.00% 24.43% 1992 14 

39 Childrenswear manufacturer Bala 11919 44.40% 20.17% 1962 120 

40 Electrical contractors Cardiff 3311 42.00% 19.16% 1984 69 

41 Commercial vehicle retailer Cardiff 14553 41.00% 18.76% 1986 78 

42 Semi-conductor manufacturer Cardiff 8101 38.80% 17.82% 1988 97 

43 Pharmaceuticals Wrexham 23985 37.00% 17.06% 1993 354 

44 Hoteliers Merthyr Tydfil 831 36.60% 16.91% 1992 35 

45 Insurance brokers Cardiff 567 35.50% 16.47% 1992 14 

46 Frozen food wholesalers Pembroke Dock 1631 33.80% 15.67% 1989 12 

47 Flooring tile Importer Monmouth 1702 33.40% 15.49% 1990 12 

48 Food manufacturer Aberystwyth 2262 33.10% 15.39% 1984 42 

49 Chemical analysts Cardiff 3978 32.80% 15.25% 1890 75 

50 Pet food manufacturer Pencader 3495 31.60% 15.70% 1 1982 38 

Original List CotViled by Gag Packbam and Prvfessor Dylan Jones-Evans, Welsh Enter prise 
Insdwe, University of Glamorgan Business School, Published in the Western Mai/june 1.999. 
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Semi-Structured Interview Guide 

Interviewer Instructions 
The Welsh Enterprise Institute at the University of Glamorgan's Business School is currently undertaking 
a comprehensive study of fast growth firms in Wales. Ibc aim of this interview is to establish how a firm 
determines strategic direction and how growth has affected the internal development of the firm. 

The interviewee should be conducted with a current and active owner manager or CEO of the firm. The 
interview should take no longer than 2 hours. The interview sheet is divided into 6 sections and there is a 
planned duration for each segrnent. 
Tape 1 (60-90 minutes) 
Section I: Firm Overview - It is important that this section is completed quickly. The questions arc 
structured to illicit quick responses from the owner-manager(s) on general firm related information. 
Section 2: Firm Ownership - It is conceivable that only one owner manager will be in attendance. 
Nevertheless, the questions are designed to identify the key characteristics of the top management team. 
Section 3: Firm Development and Growth - Section A is a quick response section that is divided into 
several categories. The section also attempts to examine how firms assess their own performance. Section 
B seeks to examine the development and growth of the firm in greater depth with particular reference to 
structure, management, resource base, capabilities and competitive position. 
Tape 2 (60-90 minutes) 
Section 4: Decision Making - Tl-ýs section investigates the strategic decision making process in the firm. 
In particular how decisions are made, what influences the process and how certain decisions are 
instrumental to perceived competitive advantage. 
Section 5: Strategy/management - This section follows on from decision making looking to identify key 
success factors, the ease at which firms can acquire/develop these factors and what factors are particular 
to the firm. This section also examines the introduction of management practices and how these have 
strengthened the competitive position of the firm. 
Section 6: Entrepreneurship - This section is included primarily to identify what is understood by the term 
entrepreneurship and the ease at which firm's can attach this label to themselves. In the event that time is 
short this section can be sacrificed and recorded manually. 

Keywords : 
Top management team - owner manager(s), founders, CEO 
Strategic decision making - Firm direction, what activities the firm participates in, how it competes 
Competitive advantage - sources of superior performance not easily imitated by competitors 
Key success factors - attributes wl-dch are central to survival and success within a market/industry 
Management practices - use respondent definition. 

Prepared by Gary Packham, Project Manager 
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Section 1. General Firm Overview -Planned duration 15-20 minutes 
In this sec6on strrss that you air lookingfor brief, succinct rrsponses 

What is the main purpose of the firm? 
i. e. mbat arr its missionl objecdves 

What are the main activides of the firm? 

What markets do you compete in? 

What is your estimated market share? 

To what extent does your firm have an established customer base? 

What do you see as your competitive advantage? 

Section 2. Firm Ownership - Planned duration 20-30 minutes 
In This seefion om askiq the owner-manq -Y ger(s) to protidejou mitb a brief Afe histog of lbefirm's lop 
manqgement team. 

What layers of management exist within the firm? 
ProVt : owner, 7MT, senior manqgers, funedonal managers 

What do you consider to be the important characteristics of yourself and your top 
management team? 
Prompt : Mofivadon, aftitude to risk, percepdon of the entironment, control, education, business 
experience, skills, knowledge. 

Why did you start/buy this business? If more, than one owner, why did you set up in 
business together? 

What are your aspirations for the future? How will you ensure you meet these 
objectives? 
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Section 3. Development/ Growth - Planned duration 25-35 minutes 
In secdon A stress tbatyou are lookingfor brief, smCrinct res . 

Ponses. 

Section A 
How successful is your company against 
(a) meeting its objectives? 

(b) meeting the personal ambitions/goals of the founder(s)/owner-manager(s)? 

(c) your main competitors? 

What indicators do you utilise to assess company success? 
Prompt : inarase in mmover, profits, vVloyment, market sbafe, personal sadIrfaction 

With reference to the above what have been the main successes of the firm? 

Section B 
How has growth affected your firm in terms of; 

(a) changes in organisational structure, management and leadership? 

(b) the resource base/capabilities of the firm 
ProVt : finance, technolo 

, g, skills, knowledge, com petences 

(c) perceptions of your business environment? 

(d) attitudes to risk, innovation and strategic decision making?. 

(e) the competitive position of the firm? 

What have been the main barriers to the firm achieving further success? 
Prompt: use areas listed above 

** End of Tape One** 
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Section 4. Decision-malcing - Planned duration 25-35 minutes 
This section is arran th w, hp ess. ged to examine kg dedsions that havefadlitated egro t, rvc 

Who makes the decisions that concern the strategic direction of the firm? 

To what extent do the various levels of management contribute to the strategic decision 
making process? 

How are key strategic decisions made? Describe this process 
Prompt: pursuit of opportunio, fimescale, growth aspiradons. 

What factors influence strategic decision-making? 
gement characteris&slaspirations, resources, past experience, info ao, insfin t, p mana rm 6nc Prompt to 

consensus, need to meet oýiecfives, customers, coiVefitors, eVloyees, suppliers, legal issues 

How has this process changed as the firm has grown? 
Prompt : manqement change, objectives, resources, experiences, customers, Copoedtors, sup er, ea 
issues 

To what extent are decisions constrained by existing resources? 
gement, skXr, com petences Probe : TangihIelintalgiNe resources, staff, mana 

What measures are used to overcome these obstacles? 

What kgy decisions have been instrumental to firm growth and establishing competitive 
advantage? Why? 

Have there been any decisions you could have made to further the success of the firm? 
Probe: GrvwthlNon Growth related 

Why did you choose not to implement these decisions? 

Section 5. Strategy/Management - Planned duration 30-35 minutes 

Which of the foUowing statements best describes your strategic orientation? 

ption of opporlunio' y ourperre 'we an driven b 
y rrsources cumntly, contmlled' 'we are driven b 

Why;, Please state your justification. 

What do you consider to be the key success factors of your market/industry 

How far has your company gone to securing these attributes? 

To what extent are these attributes easy to secure? 
Prompt: bistorical development, costly,, ambiguiýy, complex 
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How many of the key success factors you have described, specific to your firm? Please 
explain why these factors are specific to your firm? 

What processes are required to successfully develop these firm specific factors 
petences, gstems, nelavrks, tecbnolo 

, g, finance Prompt: knoxIed ge, skills, com 

Of these firm specific attributes which do you consider to be sources of competitive 
advantage for your firm? Why? 

y imitated or rr ced, s ly, CoVI, pla co d ex ProVt : Hou, are tbesefartors rare, valmable, can not be easil 
processes, contexts pecific 

As your company has grown what management practices/processes have you 

(a) introduced? 

(b) introduced specificall to ensure that you maintain your competitive advantage? 

How have the introduction of these practices determined the future strategic direction 
and development of the firm? 

What other measures have you implemented to ensure that your competitive position has 
been sustained? 
Pronot : training, patents, investment in Yeebnology andlor resources, recruitment, neu, gstems and 
processes 

Section 6. Entrepreneurship - Planned duration -5 minutes 
In this sectionjou are lookingfor brief, instinctive irsponsesfrompariicipants 

What do you understand by the term Entrepreneurship? 

Given this understanding, to what extent to you consider your firm to be 
entrepreneurial? 

** End of Tape two** 

Thank you for your time and co-operation 
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Example of Full Transcript 

Transcript Computer Ltd. - A. N. Owner-manager 
Date 15th December 1999 
Time : 09: 00 -11: 00 
Location Computer Ltd, South Wales. 
Interviewer Gary Packharn 
Tape Length Tape One - 51 minutes, Tape Two - 48 minutes Total time: 99 minutes 

Section 1: General Firm Overvie 
GP : What is the main purpose of the firm? 
0-M On a business level the company is a manufacturer of file servers, supplier of technical 
services in the South Wales area. We concentrate on the South Wales area because we feel that we 
can respond to quickest to give them the support they need and give them a service that cstablishes 
our reputation to service their needs and that is why we currently constrain ourselves to the area. 

GP : What are the main activities of the firm? 
O-M : Main activities are server and computer manufacture, supplies i. e. peripheral support, on site 
repairs, complete on site services, in the process of expanding into bar code scanning and video 
conferencing, industrial networks. 
GP : You say your market is South Wales, who are your main customers i. e. corporation/blue chip 
companies. What markets do you compete in? 
O-M : Yes, NHS, local government, doctor surgeries (biggest markets), corporates in particular 
office divisions, GE is one example. First quarter of 2000, we see the need to target the SME 
market, there the ones that require more support, they require hand holding and a service that will 
supply servers and machines to them. 
GP: will the SME market be a particular market, a service orientated market? 
O-M : Yes, the package that we will be giving to them will be a total service rather than them just 
getting a PC from somewhere else and just being able to switch it on we will lead them, hold their 
hands and support them. 

GP : What is your estimated market share? 
0--M : in the geographical area, South Wales and it population as it is which is probably 
concentrated within a 30 mile radius I would say about 15% if we're lucky, probably less. 
GP : Is this market expanding? 
O-M : absolutely, its expanding, especially in the market we have yet to tap, the SME market, that 
size, when I see SME I mean medium sized businesses. 
GP : so those employing more than 50 people, 100 people? 
O-M : Yeah, any company employing more than about 30 people but it would depend upon the 
industry with contractors having 50 staff and one computer so you know.... 
GP: Yes 

GP : To what extent does your firm have an established customer base? 
O-M : Well we've been going 10 years, and the customer base we had 10 years ago is still our best 
customer base now. 
GP: Expanding? 
O-M : Oh, yes are growth is a year on year. If we look at our top 20 customers, our top customer 
has been with us since the beginning we haven't lost any customers and thus with new customers 
mainly by recommendation, word of mouth we have grown. 

GP : What do you see as your competitive advantage? 
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O-M : yes, I think it is because we have concentrated on one area, South Wales and one main thing 
that is providing good service to people that the key thing, I mean there always somebody who be 
able to do something for a few quid less than you but eventually if you give good quality service, 
people will know that they can rely on you or if you do charge a few pounds more they tend to 
come to us and say this is the option we've got and we have a choice of whether to take the 
business or turn the business down. 
GP : so you will turn business down, with that competitive advantage in mind? 
O-M : Yes, if it not worth doing, its not profitable then there's no benefit, to the customer as we 
can't give them the warranty they require on these sort of things, I mean there all sorts of 
companies offering deals on PCs and things, offering silly warranties in local government markets 
and really its a joke. WE don't do that we offer what is practical. 

Section 2. Firm Ownerabip 
GP: What layers of management exist within the firm? 
O-M : Yeah, I'm the managing director of the company, I have a general manager who's original 
responsibility was production service and everything but since I've added another layer of 
management his role has become more specialised into sales and he concentrates on making sure 
the sales side of the company is going OK because that where his strengths he but his tide is still 
general manager and when I'm not here he is the boss. Underneath him we have a production 
manager, well production and logistics and he is responsible for the production of the PCs, its not 
a technical job, its a management job so he's responsible for making sure that the quantity and 
testing are right and the logistics of it all, deliveries for customer get out in time and that all his 
department and he responsible for the accounts there on a management level. We've got a service 
manager, managing the filed service engineers making sure the customers get the service, are 
responded to in time, he has a target he must hit, response times etc., repairs which he must hit 
every month, any fault logged must be responded to within four hours and the fix must be 
effectively completed within an hour of the engineer arriving on site. He's also responsible for base 
repairs, people bringing machines to the factory. We have our technical department, there qualified 
guys, Mcrosoft MSEs, Novel CNEs 
GP : Oh$ highly trained, they're specialist courses aren't they 
O-M : Yes, we're constantly training these guys and bringing them on, we have a NEcrosoft MSE 
Internet now. They also work hand in hand with the service department but the service manager if 
you like are not above them but he's the managerial person and they're the more technical side, 
they go to him for organisational issues. 
GP : By the way, how many staff do you currently have? 
O-M: 23 
GP : so the management is responsible only for a small group of people. 
O-M :I think that I try and make it so that no person controls anymore than four to five people as 
I feel that that is the number that you can realistically hope to manage effectively. 
GP : based on what you've just said I making an assumption that most of your training is 
conducted outside the company 
O-M: Yes 
GP : are there any plans to bring this training in-house 
O-M : Well we do some training in-house, what we do is we tend to bring in school Icavers or 
people that are relatively young and we start them on the production bench 
GP : so from the bottom 
O-M : yeah, they build PCs from the start, which is purely an assembly job and they do an NVQ 
course, and the NVQ follows them throughout the company, they then go on to set up, where they 
learn to install set-up programs and if then they show the right aptitude and skills. after about four 
to five years we move them out in to the field, as service engineers, well junior technicians, then 
service engineers, customer engineers and then if they are good enough they move to the technical 
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support department and we give them the opportunity to train as MSEs and CNEs to give them 
the support so that we continue to grow the company. 
GP: is this particular to your company? 
O-M : yeah, bringing our own guys through and training them the way we want them to be trained 
rather than how they think they should be trained 

GP : What do you consider to be the important characteristics of yourself and your top 
management team? 
O-M : well the company is small enough to change direction if it needs to quickly, we monitor the 
trends, very closely, we have noticed that some of the local authorities and corporate's arc looking 
seriously at large US computer manufacturers, we don't know why this is but its not competitive, 
they're not competitively priced, they don't offer better service but nevertheless this is the trend. 
We are able to take on this trends and respond to them the best way that we can, proving to our 
existing customers that we can beat these competitors on price, and servicing hands down, that not 
really even an issue and as they are trying to move into our markets, with very aggressive marketing 
tactics, we are flexible and can always move, change direction in to other areas 
GP : so there's a flexibility there 
O-M : absolutely, because I think once you become big and unwieldy like they are, they can only go 
after specific markets they can't.... they have to look for the same type of market elsewhere while 
we can keep looking and changing. 
GP : Is your management team like-minded? Do they come from the same background 
O-M : Yes, they do, the general manager is from a computer dealership, locally based which closed 
down when there wasn't enough margin if you like PC manufacturers supplied dealers who 
supplied end users but there isn't the market there now like the 1980s and that has a similar 
mindset to me. The other senior management, not really, the guy who runs the logistics is not from 
a computer background, he is from traditional South Wales business background, understands the 
people, the way it works down here, what people look for and we have moulded him and he picked 
it up really quickly 
GP : do you think the differences in the management team has helped or hindered your business, 
brought extra qualities to the business. 
O-M : Yes, the computer industry is still a relatively new industry and the traditions have yet to be 
established, whereas people from other backgrounds come from industries that are steeped in 
tradition and they are able to bring a little bit of this know-how to the business when they join, we 
have a lady who has recently joined the company from the civil service, and she has brought 
different expertise to the firm, expertise we didn't have 
GP: administration? 
O-M: yeah, tremendous organisation skills, paperwork 
GP : frustrating in a way ... at first? 
O-M : at first, I tended to ignore them but I've realised the benefits 

, they are skills that have been 
developed over hundred of years in the case of the civil service, they are brought in to an 
entrepreneurial company, like we are and they help to establish some rules 
GP : you said you have competitors coming into the market and you are wanting to continue to 
grow the business, so could we say you are motivated to succeed? 
O-M : definitely 
GP: all of you? 
O-M : we are always have regular meetings and it is a free for all, anyone can say what they like, call 
me what they like, there are no problems whatsoever as long as the main issues are dealt with and 
we can decide on the right direction, to counteract, we watch trends, competitors, I mean all the 
staff are like minded in that sense. We enjoy it 
GP : going back to education, what kind of levels of education run through the company? 
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0-M : probably educationally I'm the least educated, my qualifications are purely professional, 
diplomas, training course etc. The general manager is very highly qualified, BSc in metallurgy, MSc 
in computer studies (I think), BA in something or other, he has got several degrees. The others, 
well the production manager has something like, I don't really keep up with these things, its 
something like a BSc in, oh I can't remember. We tend to be highly qualified 
GP: does it tend to be well qualified with experience? How long have you been in this business? 
0-M: Yes, I've been, in electronics since I was 16,31 years and in computers since 1978 so I have 
quite a good grounding in the business. I think if you notice that this is stamped in to the company 
as when I speak I tend to put the emphasis on the service, quality service because I think.. 
GP : yes, I remember when I first met you, service seemed to dominate our discussion 
O-M: its etched! 
GP : AN Owner-manager = service 

GP : Why did you start this business? 
O-M : Like a lot of people I was made redundant, the company closed down, a lot of companies 
closed down in the mid 1980s, computer companies were opening and closing all the time. I had 
moved from a company that was quite secure to a company that I thought represented a challenge, 
and then they closed. In the back of mind however, I had always intended to run my own business 
so this was really quite easy to do. 
GP : From the actual information I have, the ownership is you and your wife, is she more of a 
sleeping partner? 
O-M: Yes, more or less, we have a young family, but over the next few years she will probably take 
a more active role in the company. 
GP : she wants to? 
O-M: yeah, she will and it will be nice to be able to step back a little myself 
GP : so why did you set up with your wife, was it the thing to do or ... ? 
O-M : it was literally a case of not having a job, children and a mortgage, so what are you going to 
do. So I went to see my existing customers to say I was setting up and luckily some gave me a 
chance to supply them as at the time I was the only representative of the firm in South Wales. And 
the company I had worked for had gone in to receivership in a pretty big way so I think I did the 
right thing as I was able to maintain my reputation and good name with these customers as I didn't 
leave them in the lurch so to speak by going off and working elsewhere. You build up the 
relationship with your customers and they trust you and mostly they trust you personally because 

you are the one they are dealing with. When I started up most of the warranties that had been with 
the customers through the old company were null and void and off my own back I said I would 
look after them 
GP : are you that type of person who takes responsibility very quickly and feels that AN Owner- 
manager = service so to speak? 
O-M : Yeah, they were effectively up the creek without a paddle and I took the responsibility, but it 
paid off as I am still supplying them now 

GP : What are your aspirations for the future? How will you ensure you meet these 
objectives? 
RI : right, aspirations of the company are, well margins tend to get tighter and tighter and the large 
corporate's move in to the market so you got to keep the service, the quality up so people will 
continue to pay you and allow you to make reasonable margins. Aspirations for the company are to 
exp , and. You have to expand and we have taken steps to become more and more competitive in 
production and we've just signed a contract with a company which will give us the task of 
manufacturing PCs but they will distribute them, a what you might call white box exercise but it will 
give us production and guaranteed monthly orders that will allow us to buy a larger product and be 
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more competitive in production. Initially it will be at 300 PCs a month to go to a large group of 
distributors. 
GP : Will it help cashflow? 
O-M : it will certainly help, keep production busy, filling in the gaps and we hope to see it pay for 
itself and not cost me anything. I would certainly like to expand the network support side of the 
business, charging support services to large corporate companies who would out-source their IT 
support to us and I would like this as an aspiration and the video conferencing side of the business, 
yes its been a large investment. Also the industrial network. But expand mainly but certainly only 
with control, I could treble production tomorrow if I wanted to but I know I'll lose money so its 
got to be controlled. 
GP : so risk has to be measured as well? 
O-M: yes 
GP : what about personally? 
O-M : yes, I d-iink I've been working solidly on this and you look around and see your children 
growing up, so maybe finish at 6pm, rather than 8.30/9pm. Perhaps have a little more of a social 
life, family life in particular 
GP : will your children take over the business? 
O-M : my son is very keen to, but whether that will happen I don't know, I mean long term I'd like 
to step back, ideally with the family coming in. Not to retire though 
GP : Oh, is it too much a part of you now? A family member? 
O-M : Yes, I need, you have to keep at it all the time. 

Section 3. Development/Growth Planned duration 25-35 minutes 
GP : How successful is your company against meeting its objectives, your objectives? 
O-M :I think we've been relatively success fA I mean we could've grown more quickly than we did, 
but I'm happy how we have grown although I'm still ambitious I would still like to be number one 
in South Wales 
GP : is that a written objective, a company objective or is it more a personal objective 
O-M : both really, its an objective I've always had from day one and I like the idea of someone 
trying to knock me off the top spot 
GP : are they any other objectives that you have failed to meet 
O-M : yeah, an objective that I would have liked to achieve by now would be to be over the border 
as it were, in the South West of England, establishing an office in Bristol with some people over 
there. 
GP : but its still an objective? 
O-M : oh yes, I don't think it will be next year but certainly the year after [200 1]. 
GP : is there any particular reason why this hasn't come to fruition yet.. 
O-M : purely because we haven't got it set up properly yet, I'd liked to be in the position where I 
know we have things well and truly sorted rather than spreading the engineers, ourselves too thinly. 
It's a difficult thing you need to have enough computers, equipment in place but we can't have that 
without the relevantly skilled staff, it's a bit of a catch twenty two situation. At the moment we 
have quite a large-ish installation over in Weston Super Marc which we are able to cover ourselves 
but to be able to expand it to the Bristol area, to service customers over there we do need a base 
over there 
GP : so I would be right in saying that you're geared to doing it right you don't want to go in 
unprepared? 
O-M : Yes, its got to be done right, there is no point going over there and not getting a good 
reputation because its very difficult to get that back. 

GP : how about meeting them in terms of your main competitors? 
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O-M : yeah, well you see its difficult to compare us with them because we know that our turnover 
is less but our customer base is probably of a higher quality, I mean they tend to go in to the 
magazines, off the page, which is a very different market to what we've been talking about, I mean 
selling to end users all over the country, which is mainly on price 
GP : so theirs is more consumer markets, trade magazines? 
O-M : yes, end users so that will obviously give them a higher turnover, but its not us and its 
certainly not the market I want to go in to 
GP : so is their marketing ploy more of a comestic job 
O-M: yes, so it is difficult to compare them against us or us against them because they have strayed 
from the traditional path, and we are building our market here, building on our strengths whereas 
they are moving in to different markets, looking at volume rather than servicing and value added 
GP : at the same time, are you still looking for opportunities outside what you do now. 
O-M : Oh yes, we are constantly looking, its not a criticism of them but we have different ideas, 

they have decided to go that way and we have decided to go this way. 

GP : What indicators do you utilise to assess company success? 
O-M : well, we look for year on year increase in turnover, increasing gross margins, net profits is 

obviously important but basically as long as you can keep your turnover increasing and your 
margins increasing, you remain profitable you are able to employ more staff I think that's enough 
to say we are successful, I mean I don't have any big plans to say lets expand the company by 50% 

per quarter, as I think its foolish. I know some companies are expanding at 2000-2700% or 
something like that but if you go from a standing start and you get lots of orders its easy to go from 

say C5 to C100,000 but not when its in terms of millions. I also don't think we could control that 
type of growth although I could go out tomorrow and treble production, but would it be 

profitable? I mean we're not a fast food manufacturer or something like that 
GP : what about market share, would you like to expand that? 
O-M: Yes, I would 
GP : but its not at the expense of your reputation, I mean that's got to be always right 
O-M : oh, yes, because that way when you become number one, which we will, its because we've 
done it the right way. 
GP : what about from a personal perspective? 
O-M : My company is my success, I mean I'm not one of these people who has a lot of luxuries, I 

think the year before last was the first time we had taken a holiday 
GP : it's a shame you can't take the company with you 
O-M : that right, I think that's probably one reason why the wife wants to get more involved in the 
business but I mean I don't have a flash car, in fact it's the oldest in the company, the service 
engineers have the newer ones, 
GP : so you take what you need, its more about internal satisfaction rather than material satisfaction 
O-M: yeah, I mean three of the company employees earn more than I do 
GP : that's interesting, is that your management by any chance? 
O-M: yeah 
GP : and there's no problem with that, I mean at least they can't complain to you 
O-M: no, it does temper everything 

GP : With reference to the above what have been the main successes of the firm? 
O-M :I think that its gone from a standing start to giving 23 people a job and safe jobs and we are 
all part of a team, 
GP : so do have a high turnover, out of interest? 
O-M : no, we have turned over staff but not many 
GP : so its more like a family, your family? 
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O-M : oh, yes, its gone very well and very few people have left, Pve only had to dismiss three 
people since I started for very good reasons although I didn't want to do it, but I had to. 

Secdon B 
GP : How has growth affected your firm in terms of changes in organisational structure, 
management and leadership? 
0-M : well its certainly caused us to put in a new layer of management, responsible for each 
department whereas if you go back to the initial thing it was me who was responsible for all areas, 
with me being very aware that service was everything while Keith my assistant was responsible for 
sales. Now we've had to put in another tier between him and the rest of the company into the 
various areas so as the company grows I think you've got to put in more and more layers because 
you can only really control effectively four or five people. 
GP : what about the person from the civil service, the administration side has that been key..? 
0-M: oh yes, I didn't realise how important, how bad we were until we had this person in, bringing 

skills from traditional industries rather than just the IT industry. I mean if you had all the 
management from an IT background you'd have a bit of a disaster, I mean we would all hate paper 
work, yes you need to have people from different backgrounds 
GP : what about leadership, I mean is the company still driven by yourself or is the company like a 
family now and they all fight for COMPUTER LTD 
0-M: yes.. 
GP : but you're still the father so to speak 
0-M : yes, that's it, they've all taken it on board, I mean its interesting that very few people have 
left the company and those that have left have gone on to much better jobs and what have you but 

the good thing is that the companies they've gone to, they have persuaded those companies to buy 
PCs and services from us, so these people are coming from the shop floor, services, technical 
support and they know we do a good job and their job is on the line in another company if they 
deliver. Its something we've noticed. 
GP: so these people have a loyalty to the company despite the fact they've left 
0-M : yes, they convince their new companies to buy our kit and it shows that we're not putting 
rubbish out 

GP : What about the resource base/capabilities of the firm, finance, technology, skills, 
knowledge, competences for example? 
O-M : well since I've started all those things mentioned have improved. We started off as a 
hardware PC manufacturer and servicer, supplying dealers who would then supply the customers, 
but by taking on people with networking skills, and all these good things that we do the whole 
knowledge base of the company has expanded and sometimes it surprises me that although the 
knowledge that I can use is limited, the overall skills, knowledge of the company, it is a heck of a 
wide range of IT skills we have. Very broad based. 
GP : so not only competent in your technical areas but your service areas, across the board so to 
speak? 
O-M :I would say that for the complete range of skills in this company, I would doubt if there is 
another company in the South Wales area that has this base, not even specialised IT departments in 
large companies 
GP : What do you think are the core competencies of Your organisation, I mean what you can do 
now against what you will be able to do in the future? 
O-M : right, what we can do now is quite literally supply a total It service to a company, from the 
PCs, design of the network, design of the whole lot, right down to the operating problems if you 
like the software but whether we decide to expand from their I don't know, but we can certainly 
look after all our customer needs 
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GP : What about finance, is it getting easier to finance expansion? 
O-M: It hasn't been easy but by not being greedy and taking big chunks out of the company 
GP : so prudent management? 
O-M yes, prudent management has been key 
GP : has all your growth been organic, internally driven? 
O-M: yes, we've never had any external finance or what have you, 
GP : are people coming to you banks etc.? 
O-M: no, with our bank we have reached our limit on our overdraft 18 months ago and we then 
went to invoice discounting, which is like factoring (with Alex Lawrie). So invoice discounting was 
the only way we could finance the expansion and it was the kind of required facility we needed. 
GP : so is this something you've come across, I mean were you aware of these things when you 
started? 
O-M : No, I mean I knew what factoring was but I didn't know what invoice discounting was 
GP: so as you wanted to expand, you looked at more ways of financing that expansion? 
O-M : Yes, you reach a certain situation where your overdraft is high, to the limit and you had to 
then go over to factoring, invoice discounting to finance growth and then you get to a point where 
you can pull back and start financing growth yourself. I think that's a long term objective to not rely 
on overdrafts or factoring 
GP : is there a high need for technology, I mean I would think the obvious answer would be yes, 
but what about the manufacture, testing etc? 
O-M : yes, and there are some places where we are still behind, we could certainly invest in 
production and improve production techniques, I mean we are certainly not at the forefront 
GP : are they particular reasons why you haven't invested? 
O-M : yes, I think sometimes you are too busy running the company, to do this jobs to step back. 
Its like a mechanics car, a mechanics car is always the worst car because there are all these jobs but 
they never get round to doing it. 

GP: How have the perceptions of your business environment changed? 
O-M : when I started manufacturers would be supplying dealers and now the dealer has gone, now 
its supplying direct, however, I think its about to go full circle I mean large US companies are 
coming in and supplying volume leaving a gap that can only be filled by traditional dealers 
GP : How about you personally, do you think the environment is just as daunting or are you now 
very much in control? 
O-M :I certainly understand it now, I understand the market, competitors the customers we have 
got but I never take anything for granted, I can't do that because the day I take it for granted and sit 
back we will probably be gone. 
GP : does the way you view the market really drive the way the company sees the market 
O-M : yes, my view of the market drives us along with other people here and their views now but 
as I'm also chairman of the personal computer association I also meet other types of manufacturers 
from all types of IT, including the biggest page three sellers in the UK 
GP : do you think these influences have helped your decision making? 
O-M : Yes, I listen to what others have got to say and some of them turning over billions have 
spent some money on research so its stupid not to listen to their viewpoint. 

GP : What about your attitudes to risk, innovation and strategic decision making? 
O-M :I think we are, the attitude is quite conservative and safe we don't take any unnecessary risks 
and its all controlled. I'm not a gambler basically, I never bet on horses. 
GP : What about the way you make decisions? 
O-M :A lot of decisions are still done by gut feel, but the element of risk now is probably much 
less than it was although the decisions are of the same value because the company is safe and thus 
the risk is not so great. 
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GP: so following on from that do you think your competitive position is much more secure 
now? 
O-M : Yes, its getting there, the reputation is getting there its building all the time, we're number 
two we're going to be number one. 
GP : With reference to the above what have been the main barriers to the firm achieving 
further success? 
O-M : Probably money, cash because in order to be able to expand your company in to markets, 
markets that you know are there, you can't get to them because you are not financially set to invest 
in the staff that are needed 
GP : so there's a knock on effect? 
O-M : absolutely, I mean going back to this video conferencing, I know its going to be the next big 
thing, and what I should do is invest in sales and marketing people to go out to demonstrate and 
snatch customers before the big boys move in to it. But it's the investment required to get that 
stuff on board and to justify it before the sales start coming in, I mean it's the kind of thing that 
when it does come in you need to be there and have done your marketing, whether it be 6,8,10 
months away we don't know but all we know its going to happen 
GP : what about the management has that held you back, the management as it is now and how it 

was? 
O-M: yes, there have been times when they have, when I've wanted to do something but they've 
said hold on lets look at the figures etc. and yes, I've said OK I see, and its one of the reasons why 
I haven't taken on any partners in the company because at the end of the day if a do take a gamble 
and stick my neck out, the only one to get their head chopped off is me. If a take somebody else in 
to the company then I have to look out for them as well, listen to them, so that why I haven't taken 
on someone so that I can make those decisions 
GP : So you can override all. management decisions? 
O-M: Yes and I do 
GP : do you do it quite a lot? 
O-M: Not as much as I used to because the risk you take are not the same, because the company 
has grown and therefore the risk level has got be less 
GP: is it also a confidence thing, in your management being able to help you make those decisions? 
O-M: Yes, but interestingly one thing I may override them on is video conferencing and that 
would be against a lot of their wishes and views 

Section 4. Decision makin 

GP : Who makes the decisions that concern the strategic direction of the firm? 
O-M :I make the decisions but now I have meetings particularly with my general manager we 
discuss things but I suppose the decisions I make. I consult with people before I make any 
decisions to change direction 

GP : To what extent do the various levels of management contribute to the strategic 
decision maldng process? 
O-M :I suppose it depends upon the importance of the decision, but I would say that it is both 
notable and advisory, if its a simple decision then advice is sought and a decision made but if its a 
serious change of direction, for example the video conferencing we had to make a serious 
investment that decision was made purely by myself there was no input and I decIded that tI-ds was 
the way to go. 
GP : what about other times? 
O-M : they will contribute 
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GP : do you think that has grown with the company, and decisions are now made more on a 
consensual basis now? 
O-M : yes, I think if you keep, for two reasons mainly, respect for their and trust in their advice and 
also if you didn't do that and made decisions on your own they wouldn't feel involved, part of the 
company and it wouldn't help the company to expand as they would feel lcft out 

GP: How are key strategic decisions made? Describe this process 
O-M: Well depending on what section of the company involved, what I would do is speak to my 
general manager and we would bounce it out between us to decide what way we were going to go. 
When we have a rough idea, an outline of what direction we are going to go and what decision we 
should be taking we then bring in the manager that is responsible for that department in to the 
process, no decision is made but he is told to go away and think about it and we will then have a 
meeting, a really in-depth meeting with his advice and then we will decide where we are going to go 
and hopefully he will add to the process, changing or enhancing our decision based on what we 
were originally going to do. But initially the involvement is me with the idea, then my general 
manager and then progressing it through the company and even sometimes to the guys in 
production as well 
GP: How long would that take? 
O-M : It can be as fast or long winded as I want it to be really, I mean 
GP : lets say its a major decision one that is going to determine where the company is going to be 
in five years time 
O-M: that would be a drawn out process we would seriously look at the options and it depends on 
the size of the investment required, if for example when we had to buy CE test equipment, we had 
to have it to improve, the quality of the company, the decisions was made quickly but the 
purchasing of it took time to make sure we could properly afford it. 
GP : what about in line with your aspirations for growth and expansion are these taken into 
consideration when decisions are made? 
O-M: yes, its all integrated its all part of the company as it were 
GP: would you say decisions made on the premise, what have we now, can we do it or that's where 
we should be 
O-M :I think its more that where we've got to be. We need to look forward all the time. I mean I 
have a picture in my mind of where we want to be and its getting there, deciding how to get there is 
the difficult thing. 

GP: What factors influence strategic decision maldng? 
O-M : All those examples you just gave, top management characteristics/aspirations, resources, 
past experience, information, instinct, consensus, need to meet objectives, customers, competitors, 
employees, suppliers, legal issues. 
GP : what then do you see as the main influences? 
O-M : The main influence in your mind is that you want to be the best. So whatever you think, or 
member of staff thinks it what will helps us to get there which influences the decisions made by the 
company and we have got to focused on those things and its difficult to say what in particular 
influences decisions 
GP : does it depend upon the decision? 
O-M : yes, it does depend upon the decision, but all the decisions are made with one objective in 
mind and that is to be the best and what it takes to be the best. So if you make a decision based on 
that as long as you have the results from those decisions are favourable. 
GP : so all the things that I have mentioned have an impact in some way 
O-M: yes, because you need all those things to make you the best at what you do 
GP : what factors do you feel are the most frustrating that you have to take into consideration? 
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O-M :I suppose petty things, well what I see to be petty things that may not be petty to other 
members of staff or customers, things that, you know paperwork those kind of things that tend to 
hold you back constrain you, but as I say it isn't a major problem as I have people to do those jobs 
that I never ever would get round to doing because I hate them 
GP : what about resources 
O-M : the resources you have keep you where you are and make sure you do things right and that 
then frees you up to look at where you want to be but you can't look forward without getting your 
company right first and you do that by having the right staff in place 
GP : so you would say that your resources are very flexible still and allow you do a number of 
things? 
O-M: yes, definitely 

GP : How has this process changed as the firm has grown? 
O-M : Well again from making decisions are the fly as it were to and saying do this do that and it 
being done to having to spend time with people you have employed to do management jobs and 
you mustn't undermine them and by pass levels of management by going to see a guy and saying do 
this and that to get it done. So you have to kind of control yourself and treat people you have got it 
place with the respect they deserve, however, but when I do need to do something I will do it and if 
they take offence well sorry. 
GP Have experiences in the past altered the way you look at decision making? 
O-M : yes, you find that you feel you are doing something in the best intentions for everyone and 
suddenly you find a senior member of staff has been offended by what you have done. You 
explain to him that is not the case but sometimes the next time you do something you tend to think 
twice rather than by instinct so you try and get them to understand that sometimes I would do 
fl-iings instinctively. At the moment we are able to do that with our size but if we get big then you 
have to be careful because the point where I think politics come in to companies and I don't want 
that to happen and its something I fight all the way and once politics start coming in and people 
start building their own little empires, I mean I've seen it happen, I've worked in companies before. 
That won't happen 
GP : are you still driven by the customer, customer service, I mean is this still the main focus? 
O-M: Yes, thaes not changed and the personal contact with customers I've tried to maintain it so 
they can ring me up and say Tob' what's happening here, which makes it difficult because I say I 
would like to stand back a bit you can't do that 
GP : so customers still want to deal with you? 
O-M : yes, although sometimes you think you are wasting my time here it means a lot to them and 
even if I instruct someone else to deal with the call they think I've done it 

GP : To what extent are decisions constrained by existing resources? 
O-M: Yes, we do have to still go out and get information, although being chairman of the personal 
computer association it does help a lot 
GP : was this a strategic move? 
O-M : well, going back to quality the PCA is like ABTA for travel agencies so you have a code of 
practice and it tends to root out cowboys not all because there are loads but it differentiates us 
from them. So although it was an honour, its more than that and I tend to work very hard at the 
pCA as its something I think will become nationally important and we hope to make it pan 
European but again decisions that I make I can go and get those resources but one big problem we 
face is time to have meetings to make these decisions. I don't think this is purely down to the 
decision making process being more lengthy but also because the company is much more busy than 
it was. I mean we start to discuss things and then there is an urgent call which you must take so its 
very difficult to get these meetings together 
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GP : What measures are used to overcome these obstacles? 
O-M : well meetings outside normal hours of work, meetings away from work I mean occasionally 
I will ring up members of staff on the way to work and meet them in the local caf6. Switch the 
mobiles off. Time is the biggest problem and time management is a big problem I mean the phone 
rules the company and that phone, is an intrusion to you. 

GP : What key decisions have been instrumental to firm growth and establishing 
competitive advantage? Why? 
0-M: I think the decision very early on to supply corporate customers direct rather than through a 
dealer because we then allowed ourselves to make enough margin. The other key strategic decision 
in growing the company in growing the company was when dealers started to cut costs on 
maintenance and COMPUTER LTD said we would match them and beat others on price as well as 
knowing that the reliability of our product would mean that although revenues were greatly 
reduced, maintenance would be lower and profitability would still be good and if something in 
effect is not costing you anything to maintain because its not breaking down then even if its five 
pounds its still five pounds to the company. So realising that which the dealer didn't realise allowed 
us to expand very quickly and leave the dealers behind. 
GP : what about internally? 
0-M : Well gain, I've always we have always reacted to rather than be proactive in that when a 
particular part of the company has grown we have put the staff in to cover that. Originally I was 
doing the servicing but it became too much for me and so I took on a service engineer and then 
you take on another, so reacting to the market although it doesn't sound very forward thinking I 
knew they were needed but I wouldn't put these people in place until I needed them. I mean there 
are salaries and overheads to pay which effects the profitability of the company. Again going back 
to your original question we have simply put people in place to manage growth as it happens. 
Market wise deciding to go after local government and NHS sectors were key, noticing it was time 
to move into the corporate market because it was better paid and now realising that the SME 
market is the way to go 

GP: Have there been any decisions you could have made to further the success of the firm? 
O-M : Yes, definitely I could have decided to go in different directions like I mentioned, off the 
page, which would have certainly expanded the firm although I Think it would have affected the 
firm's reputation. The image I have had of the company is quality, expanding the firm could have 
been easily achieved but we would have lost a part of what the company stands for and I couldn't 
run a company that I wasn't happy with but we could have gone in to local shops but we wanted to 
stay with what we know and what we are good at (centred on O-M's beliefs). Yes, end users are a 
different market to the business market. 
GP : as you have answered the question 'Why did you choose not to implement these decisions? ' 
we will move on to the next section 

, 
Section 5. Strategy/Manapýemen 
GP : Which of the following statements best describes your strategic orientation? ývc are 
dyiven by our perception of opportuniV 'we are &iven by resou c r Cs curr, r Be 
Why? Please state your justification. 

ent! cont od 

O-M :I think, we are driven by resources currently controlled but I'd like it to be we are driven by 
our perception of opportunity. Because of the financial constraints and the fact that we don't have 
big bucks invested in the company, all money has been earned from the company so obviously 
you've got constraints on resources, on finances to expand the company. It is very easy to go and 
win business as I have said if we had loads of money its that simple so I'd like it to be, its, there's 
no yes or no to either of those but we can't go after certain things because we haven't got the 
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money to invest in sales and marketing but in my mind I see opportunities out there , which drives 
me on but its how I can achieve it, its like there's a bridge, a gap if you like and if you like to give 
me C200,000 I'm sure we could bridge that gap easily and its a figure that always seems to come up. 

GP : What do you consider to be the key success factors of your market/industry 
O-M : Well again it ties up with what we do, I mean what the market is looking for is expanding 
and there are a lot of companies opening up around here and they are looking for reliable 
companies, local companies, companies that are not based in elsewhere 
GP : so speed of service is crucial? 
O-M : yes, using the M4 corridor is crucial, We can get anywhere in South Wales on the M4 
corridor in an hour and there is a tendency for companies that are based say in Birn-dngham to say 
we will be there tomorrow whereas we there today and that the key things 
GP : are there any others? 
O-M : well its all wrapped up in quality, trust and being able to come up and kick that door in if 
they have got a problem, sort of we are on tap, ready and available 

GP: How far has your company gone to securing these attributes? 
O-M : Well we are for our existing customer base, we are there, they are happy, and they give us 
references and ask us about other guys so they obviously think we are there. As they expand we 
have to expand to meet their needs and their perception is that we can do that. With new 
companies we have to take on new staff and convince them that we are able to cope and look after 
their problems, this maybe the problem if we make another significant leap and making sure the 
structure is right 

GP : To what extent are these attributes easy to secure? 
O-M : Well you could be up and running fair quickly if you had the money and people behind you 
but the reputation would take a long time to build and if someone had that sort of money to throw 
into this business that would very quickly fall over. I think from small to big is better than just 
coming in big 
GP : so if I sat down and analysed it all, are there certain things I couldn't do because I am not 
party to the internal workings of the firms? 
O-M: Yes, you would need to go through growing pains 
GP : are there also some things that you couldn't explain why you are successful, why you do things 
the way you do? 
O-M : yes, that's very true, we do a lot of things without really knowing that we are doing them. It 
contributes to the image of the company all the time. For example zip ties to make cabling neat, 
are all things that help our image. I think gradually the customer sees these little touches, I mean 
our services engineers go on site and clean screens and keyboards although they don't need to, but 
its those little things that you can't put a value on that help image 
GP : Is it instinct? 
O-M : oh, yes I've always done that, appearance is also important when meeting customers 

GP : How many of the key success factors you have described, specific to your firm? Please 
explain why these factors are specific to your firm? 
O-M : Speed to breakdown, the fact you can be there in three minutes, because three hours, three 
days is no good and even if you can't resolve it immediately you know that the customer is content 
that they can leave that problem with you and that it will be dealt with although it maybe 
frustrating. I mean all too often this is not the case and you have people screaming blue murder 
down the phone, what's happening etc. but with us one phone call and the customer knows that 
the problem is resolved. 
GP : Is this particular to your firm? 
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0-M : yes, well I think it is, I mean it comes under this quality thing, its all part of, all 
encompassing, its confidence that customer has in you and sometimes when you look at figures you 
think, 5 hours to the fix, that's not very good but when you phone the customer up, he's confident 
and happy in your service. Its something that I've built up, I've always been in servicing, 32 years, 
its something that you have brought with you. 

GP : What processes are required to successfully develop these firm specific factors 
0-M : Well, keeping an eye on times, responses, fault feedback, how long its taken to fix the 
problem so we know how long its taken on average to solve problems and every week the sales 
manager has to give me the figures and show that he has hit the targets set, how many calls are 
outstanding, why they are outstanding, does the customer know. Now if this picks up a trend and 
he's not hitting targets we can investigate why, is it because we've sold more machines ctc. Right we 
need another engineer, I mean the engineers live in particular areas to service customers 
GP : so over ten years you've built up a knowledge base to assist you? 
0-M : yes, and it changes as machines, customer needs change, hardware is more reliable whereas 
software is not and therefore we have changed our skill set I mean I can no longer go out myself 
because my skill set is not sufficient 
GP : but you have the foresight to ensure that your knowledge base is always equal to the 
challenge? 
0-M : yes, we've always pro-acted to the need and the systems, processes and reputation is always 
in place, but finance means that some areas could be better 

GP : Of these firm specific attributes which do you consider to be sources of competitive 
advantage for your firm? Why? 
0-M : its purely the quality of the staff, the personnel, they are good at their job, dedicated to the 
company, I mean yes I could lose them but I have this system where staff is coming through from 

the test bench to service engineers. So it keeping that up, there's no one thing that I can put my 
finger on and say that's it, its all the little bits that come together and enhance the image of the 
company 
GP : so as I have said before, there arc things that are not easily explained? 
0-M : yes, that's right some things work some don't, its going that little bit further doing 

something they don't expect which leaves the customer impressed an image of quality 
GP : do you think that image, quality comes from you as from day one you hit them with service? 
0-M : oh yes, without a doubt, its like Blackpool rock it goes right through the company, 
particularly it is satisfying to see youngsters out there as field engineers that have come through 
rather than taking on service engineers and moulding them 
GP : so these guys know the company back and front, inside and out? 
0-M yes, they all know what we offer and won't promise things we can't deliver 

GP As your company has grown what management practices /processes have you 
introduced and introduced specifically to ensure that you maintain your competitive 
advantage? 
0-M : well IS09000/2 because that allowed us to analyse what we were doing and document 

activities and I certainly learnt a lot from that so that was one process we put in and its easier then 
to show other people what we do and I think also not taking short cuts and saying to people yes I 
know you are desperate to get this done for this customer but no, do it properly, must do it right, 
so if you keep the quality right the speed at which you do things improves as doing things badly 
costs you time and eventually you will get things down quicker, so that process is important and it 
rnust be right and you can't get away with it 
GP : what about the formalisation of meetings? 
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O-M : initially it was introduced because it had to be introduced but now it is a strategy because I 
need the input from my management team and I need to be constantly updated with what is going 
on. I think a lot of people that call themselves entrepreneurial tend to do things on the fly and 
don't like to be tied but as you become successful you have to 
GP : so you think everything you've put in place has been geared to reinforcing your competitive 
advantage? 
O-M : yes, and that's why we're still here I think we could have done things a lot differently and a 
lot cheaper but I don't think we would have survived, we would have won a lot of business but 
probably over traded 
GP : although going back although you've said that you had to introduce it, you've then seen the 
benefits of these actions, after the event 
O-M : yes, but I think what it all hinges on is doing it right, because people know that is the only 
right decision and you don't need to constantly make these decisions for them 

GP : How have the introduction of these practices determined the future strategic direction 
and development of the firm? 
O-M : Yes, its certainly meant that we haven't been successful in the high volume production 
market, because we're not, and its not, cost effective enough to do that so we've controlled the 
direction the firm was gone, however, if you're not happy with the way thing arc then there's no 
point going down that road, because you will not put the effort in and although you can't 
understand why it is failing, it fails. Yes, strategically decisions decide where we go and the basic 
philosophy of quality is ingrained into the business at all levels. Without that I don't think I can 
change me and thus I can't change the way the company runs and everything is driven by this 
vision. Giving people what I want myself 

GP : What other measures have you implemented to ensure that your competitive position 
has been sustained? 
O-M : training is key, bringing guys in, we are investing at the moment in software package which 
will be a niche market, with an alliance with a company in India, and we will develop that and bring 
that to market and its future proof in the company to give us other directions to go in, but in terms 
of the company itself training, from school through the company to handling high level customers 
has worked well and I have confidence in them. Its a strategy I believe in, I believe in 
apprenticeships, because you need to go through the learning curves, the pain barriers they guys 
have, you couldn't just set up a company without this process 
GP : where do you think you are in terms of growth? 
O-M: we are at a point where we could have a big leap because of the new areas we are going in to, 
but we will ensure that we can control it when it comes but certainly growth will happen, despite 
the limits of our location there are opportunities. There are two types hunters and farmers, those 
that hunt for new business and those who continually reap from existing customers. We do the 
both and we will continue to be successful because that strategy can't fail. 

SI ection 6. Entrepreneurship- 
GP : What do you understand by the terin Entrepreneurship? 
O-M : (paraphrased) - entrepreneurship is growth but I don't really understand the term. Its been 
contrived as a cavalier who earns mega-bucks both an Arthur Daley and a Richard Branson. Its 
nothing to do with money, ideas, money does not drive entrepreneurs, its building something up 
from nothing. I mean why is Alan Sugar still doing it, some of them it is power say Maxwell, they 
like the respect. I don't know what drives them at the level they are millionaire. Personally, its a 
family, watching the child grow up 
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GP : Given this understanding, to what extent to you consider your firm to be 
entrepreneurial? 
O-M: any company that has established itself, expanded has got to be entrepreneurial but it could 
be large company as long as you never let politics come in to it. Never let that happen look at 
British Steel, Universities, empire building etc. 
GP : does politics that effect who you deal with? 
O-M: well in terms of volume its easier to deal with large companies but I like to deal with the IT 
department and circumvent politics and avoid those people that for no reason whatsoever can 
swing decisions. Politics stop value for money. We can lose relationships due to changes in 
personnel. 
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