Synergistic Driversof Market, Learning and Entrepreneurial Orientation in Fast-growth Small-to-
Medium Enterprises (SMESs)

Caroline Tan Swee Lin, BBus Com (Hons)
PhD Candidate
School of Management, RMIT University,

Melbourne, Australia

Kosmas X. Smyrnios, PhD MAPS
Professor & Director of Research
School of Management, RMIT University,

Melbourne, Australia

Contact Details
Address: RMIT University, School of Management,
Building 108, Level 16, 239 Bourke Street,
Melbourne, 3000, Australia
Email: caroline.tan@rmit.edu.au
Phone: (+61) 415663506
Fax: (+613) 9654 7483

Keywords: fast-growth firms, firm resources, busmerientation, case study



Synergistic Driversof Market, Learning and Entrepreneurial Orientation in Fast-growth Small-to-
Medium Enterprises (SMES)

This study investigates antecedents of market, ilggyrand entrepreneurial orientation, intangibleoreces that
contributeto firm performance in fast-growth firms (FGFs).vé&n the limited research on this topic (Avlonitis
& Gounaris, 1999), the present investigation adsbgeghe dearth of research on drivers of businésstation
on FGFs.

Research has concentrated on antecedents of eamftation rather than all three business orientatio
concurrently. Hult and Ketchen Jr. (20GLiggested that futuresource based view (RBV) studies should focus
on examining interactions among resources and iimgiact on firm success. This investigation fillsstkoid.
The present qualitative study extends Tan (2005ptiiyeng the synergistic effects of market orieidat(MO),
learning orientation (LO), and entrepreneurial wtaion (EO) on marketing capabilities and firm penfiance

in Australian FGFs. The overarching research quesisto How do FGFs become market, learning, and
entrepreneurially oriented?

According to Birch (1995)gazellescomprise 3% of all small companies. In AustrdligFs tend to be emerging
enterprises, usually less than 10 years of age,cantprise approximately 10% of all SMEs, contribgtin
substantially to national revenue (Gome, 2004). &dgment practices that facilitate rapid growth leoger,
mature firms are somewhat different from those ofeming FGFs (Barringer, Jones, & Lewis, 1998).
Similarly, FGFs are disparate in the way they pecactmarketing (Tan & Smyrnios, 2006a). The following
section incorporates theoretical conceptualizatroathodology adopted, and findings from one repratgive
FGF case study, culminating in a causal networkehod

Theoretical Conceptualization

RBV theorists (Peteraf, 1993) advocate that firntsclv attain resources and capabilities that arkialde,
Rare, Inimitable, and Non-substitutable (Barney9I)9are in a position to attain competitive advgata
However, linkage between resources and firm sudsesstlinear, but embedded in an interconnected web of
relationships (Hult & Ketchen Jr., 2001). Marketu(ii & Morgan, 1995), learning (Dickson, 1996), and
entrepreneurial (Lumpkin & Dess, 1996) orientataza considered to be organizational resourcesctitabine
necessary properties to develop competitive adgantdult and Ketchen Jr. (2001) suggested thatciblely,
MO, entrepreneurship, innovation and organizatideatning contribute to the creation of a uniqusotgce.
These four elements are necessary but are not indeptly adequate for creating positional advant@py &
Wensley, 1988). The following section is a discossif MO, LO, and EO antecedents.

Market Orientation. Narver and Slater (1990) advocated MO as an orgtoigl culture that comprised three
behavioural components of equal importance, naneeigtomer orientation, competitor orientation, amter-
functional coordination. Organizational climate lesen demonstrated empirically to be a determinfitm
MO, mediating relationships between MO and new pecbgerformance (Wei & Morgan, 2004). Foley and
Fahey (2004) proposed that organizational learniarganization systems (firm structure), marketing
information (developing marketing information syet), and organizational communication (organization
norms and values) are MO antecedents. MO alones doé provide the total requisite ability to deyelo
competitive advantage because of its focus on tleteather than anticipatingparket trends(Slater & Narver,
1995, p. 63). Hence, organizational learning isughle to firms and customers because it supports an
understanding and fulfilment of customers' expréss@a latent needs through new products, sendcesways

of doing business (Day, 1994).

Learning Orientation. LO is the degree to which top management attaaeval the development of new skills,
enjoyment of learning, curiosity for new ways ohancing performance, preference for challengingkywand
critical reflection on the assumptions of firms (&ku, Slater, & Olson, 2005). LO is associated viittee
values: commitment to learning, open-mindedness shared vision (Sinkula, Baker, & Noordewier, 1997

LO, like MO needs strong commitment and support frneanagement. Jaw and Liu (2003) proposed 5 learning
oriented human resource management (HRM) activitiascontributes to employees positive learnirigualies:
encouraging commitment, empowerment, supporting efitsn programs, comprehensive training, and
performance emphasis. Their results also revealedl ldarning oriented HRM nurtures a self-renewal
organizational climate, comprising innovation, opess, interactive cooperation, discipline, and taosve
confrontation.

Entrepreneurial Orientation. Lumpkin and Dess (2001) extended the EO concepéai@liz indicating that this

orientation embodies values and behaviours of iatieeness, proactiveness, risk taking, and conpetit
aggressiveness (Lumpkin & Dess, 19%8¢glausteguigoitia (2002) found that organizatioclahate factors are

associated positively to EO factors in Mexican fgraihd nonfamily firmsFollowing is a review of the present
methodology.



M ethodology

Participants. Participants are the 2003, 2004, and 2B05iness Review Weekly (BRW) Fast fpfiGate and
public SMEs (Gome, 2003, , 2004, , 2005). Inclusioiteria involve: less than 200 full-time emplogee
turnover of more than AUD$250,000 in 1999/2000, argingle customer must not account for more tig# 5
of a company’s turnover. Companies provide signedited turnover figures over four consecutive ficiah
periods (1999-2003/2000-2004), in order to caleutaterage growth rates for ranking purposes. Takleolvs
Fast 100 company characteristics.

Table 1. BRW Fast 100 2003, 2004 and 2005 partitipan

BRW Fast 100 participants 2003 2004 2005
Average Turnover Growth 61% 102% 111%
Min — Max Turnover Growth 32% - 545% 35% - 887% )
Industry Sector

- Information Technology 26% 24% 23%

- Property and Business Services 24% 10% 23%

- Personal and other services 10% 1% 5%
CEOs characteristics

- Male 92% 93% 95%

- Tertiary educated 47% 50% 53%
CEOs reasons for starting the business

- Saw a niche 43% 41% 33%

- Independence 22% 10% 21%
CEOs goals

- Ambition to dominate a niche 43% 33% 71%

- To be a global player 29% 16% 38%

- To dominate the domestic market 26% 24% 10%
Company type
Private companies 72% 90% 89%
Public companies - ASX listed 16% 10% 11%

Procedure. This paper utilizes multimethod research designshvhtilize case study and open-ended questions
from surveys. Case selection was based on thealrsenpling. 21 CEOs from 18 fast growth compamies2
interviewed. An interview protocol adapted from\goais studies involved a checklist of areas. Taperded
semi-structured interviews exceeding 2 hours pexvithformants with an opportunity to relay relevatries.
Interviews were transcribed to minimize researdhias and provide data reliability analysis. 2003042 and
2005 studies generated mailed questionnaire resgates of 82%, 81%, and 100% respectively.

Data Analysis. Miles and Huberman (1994) posited that qualitagvluation research cadentify causal
mechanisms, deal with complex local networks, @atttemporal dimensions of events, and is wellpgopd to
cycle back and forth between different levels ofaldes and processgp. 147). A causal network isdisplay

of the most important independent and dependeriaas in a field study (shown in boxes) and of the
relationships among them (shown by arroysliles & Huberman, 1994, p. 153). Relationshipsaircausal
network are directional, rather than solely cotiefeal. Data analysis involved the use of narrativ@wing to
word limits, this paper reports findings emanatirggm an in-depth interview of one representativeFFFGmart
Advertising (see Figure 1).

Smart Partners Case Study

Smart Partners (Smart) is a full-service natiorthlestising agency with a reputation for creativievesion,
print, radio, outdoor and online work. Founded @@ by Ben Lilley and Paul Findlay, Smart was ran&&an
the 2004BRW Fast 100turning over $3.778 million, at an average growdte of 50.27%. Smart’s client list
includes a number of the most sought after mediizedsaccounts in the advertising industry includidjdas,
News Ltd., Seek.com.au. The following section disegselements comprising the model originating ftben
present findings.

Transformational L eadership Characteristics

Interview data reveals that Ben possesses tranafmmal leadership characteristics. Ben seems joyen
constantly seeking inspiration for new ways to nggnand stimulate his business. This proclivity galher
means that the business is in a constant stateaoige as the firm continues to experiment withriadtéve ways

of doing things. Ben elaboratdsn an avowed enemy of the status quo, or of thatality of ‘this is how we do
things here’. | am inspired by the Japanese pritlecipf Kaizen, or continuous movement, and am catligta
striving to improve on the Smart way of doing tlsif@ja) He strives towards energizing, motivating and
inspiring staff to think creatively about the buesis and to celebrate ongoing business successgattbve



sharing my passion for our business and for owerdls businesses, and developing new ideas andvagw of
doing things with our staff. | am by nature an ey&tic, enthusiastic, outgoing and optimistic persorit serves
as an energizing force for our busingga)

Ben admits to beingnashamedly addicted to growtiecause of the incredible challenges and oppoiemit
brings (1b). As part of a growing company, every three therns entirely different from the last. While ahés
the challenges that growth brings are dauntingeatichusting, he feels that growth is an exhilaratiay to do
businessl wouldn’t want it any other way!

Nevertheless, it is difficult to grow without thapmport of capable and competent employees. Bynglgn his
team to help Smart grow, Ben learned to entrusdretivith the work that he would like to be do. Leadeeed
to be supported by likeminded individuals who dsédo fit into a specific culture. Leadership uréhces firm
human resource activities, organizational climate culture.

Human Resour ce Activities

Four key human resources activities are drivendayglérship: employee recruitment; staff remunerasteaff
motivation, and employee training. These four atégiimpact positively on firm culture, climate,dabusiness
orientation, and are discussed below.

Employee Recruitment. In a professional services industry that thrive€@ativity and ideagassionate people
are the lifeblood of our busineé3a). Smart is constantly looking for enthusiastic indivals who are passionate
about finding fresh creative ways to solve cliellissiness problems (1&23a-> 6a, 7c, 8a, 8b). Talented and
guality account management employees (3a) areregjto manage relationships with a variety of ¢BeSmart
ensures that employees working on each accounteteuited in terms of personality and experien€dients
appear to value Smart’s investment in relationsttipsugh the provision of quality service.

Within the context of building a robust brand tactme an employer of choice in the advertising itgu8en
described employing novel means to recruit top eyg#s (1->3a):
The most successful example of this is a ‘stuat’we launched earlier this year in the hope
of attracting an ambitious young new creative teanthe business. We plastered stickers
cheekily advertising the job opening in the foyansl elevators of competing advertising
agencies. The stickers read: “Attention Agency Manag: If your best young creative
team is in late this morning we apologize. Thepirebably seeing us. Smart, now hiring.”

Hiring the best staff does not mean employing thestngualified people suited for a job. Consisterthw
Heneman, Tansky, and Camp (2000), our findings tethed CEOs/founders of SMEs are concerned with
matching persons to firms (organizational fit). Belds:
We look pretty hard before we make a commitmeanyone. We have to make sure that they
have to be smart, but their thinking also has to'Brave, Fresh, Inspired, and Trug3b),
which is all about risk taking3b =8c). Being inspired is about people being smart and
insightful enough to create great work and theyehtvbe really good people. Culture is very
important here and we don’t want a whole bunchlafaxious, arrogant smart people coming
in running the place. We want people whom our tdiemd staff love doing business with.
Smart, headhunts employees from larger multinakso(8c), offering opportunities to produce quaktyategic
creative work. Ben explains:
We don’t try and compete financially with other ages because they had bigger salaries and
bigger resources than we have. ... We found thatlpewii work for less money if they get to
do better work and they get to work in a betterraxyeculture which doesn’t have layers of
management that doesn’t have politics, back staphifb > 3c).

Staff Remuneration. When setting up the business, Ben and Paul detid¢dhey wanted to create the kind of
advertising agency that employees would want tokwor. Ben elaboratesAs an independently owned and
operated business, Smart is entirely dependentadhfer successes and failures. Sharing the gooifies (or
otherwise) of the business with staff is paramo8ntart offers conventional financial rewards likenbses and
profit share for senior management, and EmployeeeSbevnership Plans (ESOP) for key staff in ordealign
work performance and career advancement with leng-financial rewards.

Employee Training. Smart invests in regular training in key areastodtsgic thinking, creative development,
and production for existing and new staff acrogsadnents (3g)As an ideas business, Smart is committed to
ensuring that every staff member has the oppostunitcontribute to the strategic and creative psx€g
—>6a, 7c, 8a, 8b)

Motivating Staff. Staff satisfaction and morale is an integral preocuto work performance. Ben provides staff
with challenging strategic and creative work thegtyt would not have the same opportunity to engage other



agencies (2a> 7c, 8a).By ensuring that the work itself is as much funtes work environment, staff are
constantly motivated and fulfill§gda-> 3i).

Organizational Climate
Management stresses four key areas: having fun f@stgring a relaxed environment (4b), a plachang out
(4c), and utilizing an open door policy (4d). Whaospective employees visit Smart, the ambienchffisrent
to multinationals, where people tend to laikessecandmanic(4a-> 3a)
It's very important that the music is always pungpand people are having fun. You can play
games, you can help yourself to food in the kitchému can wear whatever you want, do
whatever you want, as long as you are doing yobrvi@ll. People like the fact that they can
also relax and have a good time while they are gigireat work(4b > 8a)

Work spaces are more hang-outs than offices, iimgubdean bags and couches for free working areathd
Smart office, there is ttal open door policyStaff are not separated from each other by cubialesking in an
open plan office. Ben does not have his own offiiltt> 7c¢). He explains:
| like to be able to mix freely with the staff.dnit want to be seen to be existing in some kind of
ivory tower where the staff have to either feelfidaor separate from me.... We have always
worked as one big partnership... and collaboratively...

Agency Culture
Value Driven. Agency'’s culture is value driven, high performangelitic free, and youthful. When Smart first
started, Paul and Ben made a commitment to cladefine Smart’'s strong point of difference from athe
advertising agencies, defining their own brand fiigrmnd core values. As stated earlier, the compeas four
core valuesBrave, Fresh, InspiredandTrue (5a). Ben elaborates:

No other agency I've ever worked in has ever beghdred to communicate its core values or

point of view/difference or even its vision or dnyg like thatWe do that all the time we are

constantly doing things with the staff that remthém what we stand for and what we are

aiming for(2 > 5a->7b).

A high performance culture (5b) is also evident. Eaypes are motivated to complete quality work 3Ba,
8b, 9a). According to BerlWe also have a creative, fun culture built arouddas, challenging norms and
preconceived notions about how things should bediits certainly a culture that is always openntew ideas
and new ways of doing thin@se > 7c¢).

Organizational Structure and Company Politics. Smart involves a flat organizational structure piporating a
management structure, free of politics €26c). He adds:
We have been very careful about making sure tleakitid of people we bring in understand we
are not trying to create some kind of fiefdom, veheveryone has their little political group. It's
very much an equal distribution of power. So eleugh we have a solid management structure
now, we don’t have those layers of managementctmatstart to demoralize staff or get in the
way of doing great work because you have powersgiaing on(3a->5c).

Most employees are young and seemingly enthusiastic don’'t have a lot of aging professionals in this
business who are trying to protect their own tl's a very young5d) and energeti¢5f) culture. Something
that everyone comes in and comments on is thetHfattwe are young, energetic and passionate abwoeit t
business(3a < --- > 5d, 5f)

Market Orientation

Customer Orientation. Given the diversity of customer needs and expexctatiSmart ensures that employees
are aware of levels of services expected. Smarptado holistic approach to clients, developing sdéa all
aspects of their business including product, sepviegistic, or distribution ideas (32 6a, 8a, 8b). Smart’s
creativity is evident in every aspect of the busine

Smart encourages staff to think strategically arghtively about clients’ businesses across sewkalains.
Employees are rewarded for their proactive ideasaardactively encouraged to immerse themselvebeir t
client’s and clients’ competitor businesses throstgine or factory visits, and product sampling.eByouraging
employees to regularly discuss the state of clidmisinesses with each key client contact, Smagbie to
identify further areas for proactive thinking anpportunities for further dialogue (3»6a, 6b, 8b). There are
also weekly internal staff meetings where creatiglutions to a particular client opportunity or Iplem are
brainstormed.

Competitor Orientation. Knowing competitor’s capabilities, strengths, anebknesses is regarded as important
(6b). This knowledge helps Smart to gauge what etitgqps might pitch to clients, and issues to take



consideration when preparing the pitch against #ggncy. Smart holds monthly management meetings to
discusswho is doing what and where.

Interfunctional Coordination. Factors associated with failure and success aceistied regularly. A number of
guestions are evaluatédfhy hasn’t something worked the way it should? Wiegie the successful factorge
certainly want to make sure that everyone is avwdreshat happened and why it happened so we candabk
for any of those warning signs in the fut(te> 6c).

Learning Orientation

Commitment to Learning. Smart’s ability to learn has enabled them to wanklarger businesses and to grow

the agency so that it can accommodate additione.viiaterestingly, Ben states:
If we knew 4 years ago, what we know today, we ghigbwould grow a lot more quickly
because we have made a lot of mistakes along dlyethvat have cost us clients or money, but
we've learnt from those mistakes. Ability to ledas a major key to our growth, but so has our
businesses unique offering in terms of creative sirategic work, and culture and brand values
1->7a)

Smart is committed to learn from various facetthefbusinessVe are constantly learning new and better ways
of doing things throughout the organisation. Thaffshave to constantly go for informal trainiigh) that we
have for them where we will share elements of eiatplanning approach or creative thinking or thinlike
that. That's a constant procegth > 8a)

Open Mindedness. As the advertising industry is changing constaripart is always looking at new ideas and
new ways of doing things/Nhilst doing things differently is frequently disgsed in larger firms, this rarely
happens in reality. Ben explainSmall companies are always known as being nimbte ianovative, and
creative and experimental, and in big companiegoif are constantly trying to do things differenttywould be
hard to get anything doné&Ve don't like to make assumptions about how we ldhou shouldn't conduct
ourselves because we would stop being creédige> 7c).

To encourage innovative thinking, Smart incorporatgaogram calle&treet Smartwhere employees come up
with Smart thoughtsor clients which are pitched to them when nevaglarise. Management is always open to
new ideas, not dictating how people should wdrgrovide direction and leadership and that's thaythat the
rest of the management team works as well. Weaakk gide by side with our staff on all of our acnta(1d >

7c).

Entrepreneurial Orientation

Innovativeness and Proactiveness. Smart’'s employees are encouraged to arrive at athay ways of
communicating their client's brand propositionsheatthan just creating an advertisement d8a). Since
start-up, Smart has introduced new offerings schtiategic planning and web design services, amd into
new markets (Sydney). Most of these changes asded as major in nature. Ben comments:have either
big rewards from them or big failureSmart is constantly innovating: to be seen asqamof change, leading
creative thinking rather than just following (3¥8b).

Risk Taking. Smart engages constantly in calculated high rislabier. Ben statesVe assess both the upside
and the downside, and as long as the downside tisa’significant, we will give it a go, we will tgnything
once; that doing things in a conventional wayas going to give us a chance with the cli€ta—> 8c).

Competitive Aggressiveness. Agencies are required to be aggressive in how thegyet prospective clients. For
example, Smart managed to secure the Herald SwmtBss, Melbourne Central, and Levis’ account by
banging down the dooBen explains:

We are constantly calling up potential clients fmedentials meetings, sending ideas or

whatever it might be. It's just the nature of treng. If you are a client in this industry, you

just get used to constantly being harassed by amh@gs. And if you are an agency, part of

your job description is to constantly harass pragpe new client§3d). It's a constant

occupational hazard. Sometimes you do it well, aeehost clients before. Other agencies

have done a better job of impressing them somehowa lose the busine&d > 8d).

This case study highlights antecedents of marketnieg, and entrepreneurial orientation. One sicguift
difference between Smart and other companies ietged is its proclivity towards competitors. FGks & be
the best in their field, setting their own standaird achieving their goals, not focusing on compedi (Tan &
Smyrnios, 2006b). The following section discussesfiodings.



Discussion

Our study shows that leadership, CEO attributes, \aalides are directly related to business orientatidR
practices, agency culture, and climate. We fourat thansformational leadership (Bass & Avolio, 1p94
characteristics drive MO, consistent with Carrjlldaramillo, and Locander (2004)'s anecdotal regéRM
practices facilitate market, learning and entrepoeial behaviours. Previous research advocatetiaeships
between MO and recruitment and selection practieskert, 1992), customer focused training (Pulendr
Speed, & Widing, 2000), remuneration, rewards, pag structure (Conduit & Mavondo, 2001). Similarly,
within the context of LO, HRM systems should enemyr individuals to be motivated to experiment vidw
ideas (Jerez-GOmez, Céspedes-Lorente, & Valle-€ah2605). Our findings also indicate that FGFesstrthe
importance of hiring staff who contribute to stgiteand creative processes which are innovativepaodctive.
Leaders rely on HRM to help employees become pastsioand excited about work. Employees are also
provided with a blueprint on how to achieve theioris Passion comes from commitment and involvement
which come from job and organizational changesteteby HRM (Zhu, Chew, & Spangler, 2005).

Within the MO context, previous research suggetiatiemployees who are supportive of each othemare
likely to establish strong connections and commativen flows among different functional areas (Wei &
Morgan, 2004). Tan and Smyrnios (2005) positedirtiortance of happy work environments as a means of
promoting firm LO. This research extends Tan and Smgr(2005), implicating that relaxed, fun climates
influences firm EO. In line with Nicholls-Nixon (28], our findings indicate that individuals whosdues and
mindset align with the culture of the organizatae considered to be more important than qualifinat

Day (1999) suggested that adhocracy is congruetit MO, owing to the value placed on flexibility and
adaptability, while maintaining a primary focus exrternal environments. Reflecting Day (1999) thespnt
findings, demonstrate that adhocratic culturesdaingers of EO and LO, fostering creativity, risk tagj and
entrepreneurship of employees (Deshpande, Farléiefster Jr., 1993); characteristics necessargréating
market-driving cultures (Carrillat et al., 2004)alve driven, high performance and politic free uds are
significant antecedents of business orientation. €gl@ce an importance in de-politicizing to alige interests
of the organizatiorffTan & Smyrnios, 2005)The latter ensures that employees focus solelgustomers and
engage in innovative thoughts and ideas. Accohdingstiling a sense of fun is also a way of defig
organizational politics (Nicholls-Nixon, 2005).

Implicationsfor Managersand Future Resear ch

Two major implications emanate from our research:ithportance of leadership, CEO attributes andesahs
drivers of business orientation, HR, and organiweti culture and climate; and the complex relatigrs which
focus on employee well-being and business orientads intangible resources. Managers and busivessrs
should consider these variables when incorporatiagket, learning, and EO within their firm. Futuesearch
should incorporate utilizing multivariate researbthodologies (e.g., structural equation modellilogdest the
proposed model. It would also be valuable to seetldr antecedents explicated in this study areeevith
SMEs in general.
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Figure 1. Causal network model derived from the i$idvertising case study
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