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ABSTRACT 
 

This original research seeks to identify unique relationships between the resources 

and strategy utilized by Small and Medium-sized Enterprises (SMEs) in Australia and the 

United States.  It adds to the current understanding of SME performance and has led to 

further knowledge and development of a strategic influence called resource leveraging.    

The purpose of this research is to investigate the important issue of how SMEs grow.  

Specifically, this research will examine what resources are critical to the growth of SMEs, 

develop and refine the concept of resource leveraging; and investigate if there is a strategic 

influence of resource leveraging on SME performance.   

Entrepreneurship research is commonly associated with the economic benefits of 

smaller firms and their value to society.  As most businesses make some economic impact in 

their communities, increases in small business performance is welcomed by local, regional 

and national economies.  Thus, understanding how SMEs achieve high performance has 

significant implications for owners, managers, employees and overall wealth creation.  

Alternatively, low performance can lead to lack of growth or worse firm failure, which 

contribute to various negative economic and social effects.   

As many smaller firms tend to lack the resource availability of larger firms, they must 

develop strategies that can exploit their existing resource base.  As high failure rates continue, 

it is important for SMEs to develop strategies based on their resource base in order for them 

to gain competitive advantage.  Additionally, SMEs are often the dominant type of firm in 

many countries, thus acting strategically with respect to their resources is critical.  Research 

suggests that successful firms in these environments are often not superior because of a 

greater resource base, but because of a superior strategy.   

Entrepreneurship research has emerged through a variety of academic and business 

disciplines, and is in an early stage of development.  The combination of entrepreneurship 

and strategy is gaining recognition as a legitimate field of inquiry, however, research on 

strategic entrepreneurship – often referred to as the intersection of entrepreneurship and 

strategy – remains at an early stage.  While benefits of entrepreneurship and strategy are well 

known, the underlying concepts within the discipline are not fully formed, and models of 

strategic entrepreneurship are limited in number, conceptual in nature, and many do not have 

empirical support.   

In order to address this issue, this research has identified a resource strategy as central 

to strategic entrepreneurship for SMEs: specifically within the framework of the Resource-
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Based View (RBV) of the firm.  The RBV of the firm contends that a firms‟ resource base 

leads to competitive advantage, and this study seeks to understand which resources are most 

critical to firm performance.  Additionally, this research did not limit the analysis of one 

resource on firm performance; rather, it analyses the effect of a number of firm-level 

resources.  Therefore, this study incorporates within the framework of strategic 

entrepreneurship the immediate discipline of the resource-based view (RBV) to develop a 

conceptual model explaining firm growth in SMEs.   

Research suggests that firm resources must be effectively managed or „leveraged‟ in 

order for a firm to fully exploit its resources.  This research attempts to empirically 

investigate the concept of „resource leveraging‟.   As an extension of the RBV, resource 

leveraging has been described as an approach towards resources that may help determine the 

survival and ultimate success of small and emerging firms.  Therefore, while the resources of 

a firm may be important to performance, these resources need to leveraged effectively 

through strategic orientation.  As smaller firms often cannot stop other similar companies 

from entering their competitive space, it is more difficult for these firms to compete based on 

resources alone.  Thus a firms‟ strategy in the management of its resources is critical.  The 

findings of this research suggest that firm strategy should not be independent of the resources 

at its disposal; rather, it is the close relationship between firm strategy and internal factors, 

such as resources, that lead to competitive advantage.     

This research also examines the concept of resource leveraging in detail.  This is 

described as the process involved for a firm to leverage its resources.  In order to achieve 

this, a research design was developed that includes an exploratory qualitative phase in 

conjunction with a quantitative study.  Using this triangulated research approach, in-depth 

interviews with entrepreneurs and a cross-sectional survey of 430 SMEs in Australia and the 

Unites States were conducted to further understand and develop the concept; and to examine 

its relationship with firm resources and performance.   

Statistical tests were conducted including hierarchical regression with five resource 

categories: human, organizational, social, knowledge-based resources and entrepreneurial 

orientation (EO).  In contrast to many previous studies, this research takes the position that 

EO is a firm-specific resource.  Moderation and mediation tests were conducted to investigate 

the resource-performance relationship with resource leveraging and test the construct 

quantitatively.  Hence, the model was theoretically and empirically based.  Findings indicate 

that the resource dimensions of EO and knowledge-based resources are more critical to 
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SMEs.  EO in particular was significant in Australia and knowledge-based resources in the 

US.  In contrast to previous research, a lack of support was shown for social capital, 

indicating managers and owners should choose wisely in investments in this particular 

resource.  These findings not only offer important implications for business practice, but also 

offer valuable insight for academics.   

This research lends support for the RBV as a foundation for understanding the 

elements that comprise strategic entrepreneurship. The development of strategic 

entrepreneurship research beginning with the RBV and encompassing an examination of 

individual resources and strategic intent, provides the opportunity for research on strategic 

entrepreneurship to progress beyond the general notion of being the intersection of 

entrepreneurship and strategy.  The concept of resource leveraging, and the examination of 

this concept through qualitative and quantitative methods revealed a definition that is 

supported through a triangulation of methods and shows consistent results in both Australia 

and the United States.  Results indicated a lack of a moderating effect but a consistent 

mediating influence of resource leveraging on the resource-performance relationship, 

suggesting that the foundation for strategic entrepreneurship may lie with the co-alignment of 

strategy and a firm‟s current resource stocks.   

Although this research is not exhaustive, it is hoped that it improves understanding of 

the complex phenomena involved with intangible resources and the strategic management of 

these resources.  Small businesses face enormous challenges and policymakers will need to 

address issues presented in this research to maintain and develop a strong economic presence.  

These findings have implications for managers and entrepreneurs alike in their quest to grow 

their businesses in the absence of resources enjoyed by larger firms.    
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CHAPTER 1    INTRODUCTION 

 

 

“Entrepreneurial activity is one of the most fundamental forces associated with 

economic change.  Understanding these mechanisms, however, has remained elusive 

for researchers and policymakers” (Reynolds, Bygrave, Autio, Arenus, Fitsimmons, 

Minniti, Murray, O‟Goran, & Roche, 2004, p. vii). 

 

 

1.1 Background to the research 

The combined study of entrepreneurship and strategy is increasingly recognized as a 

pathway for economic growth.  Recent studies in this area include the Global 

Entrepreneurship Monitor (GEM) Report (Reynolds et al., 2004), which focuses on the 

strategic importance of fostering entrepreneurial activity from an economic perspective in 34 

countries world-wide.  Essentially however, little is understood on the combination of 

entrepreneurship and strategy, and the more recent notion of strategic entrepreneurship, often 

referred to as the „intersection of the two‟ (Hitt, Ireland, Camp & Sexton, 2001).  This is 

perhaps not surprising as studies which address strategy and entrepreneurship have yet to 

establish accepted definitions for these concepts. 

As suggested by Hill et al. (2001), while the fields of strategy and entrepreneurship 

have developed significantly as independent concepts, both focus on adapting to 

environmental change and exploiting opportunities, although this has been from different 

points of view.  Thus, a need of for the integration of strategic and entrepreneurial thinking 

has been identified (McGrath & McMillan, 2000; Ventakaraman & Srasvathy, 2001). 

Stemming from research in the strategy literature, scholars have noted that the 

resource-based view (RBV) of the firm is important in understanding the performance of 

firms (Barney, 1991; Dollinger, 1999; Hitt & Ireland, 1985; Penrose, 1959; Rotefoss, 2001; 

Wernerfelt, 1984).  This is an internal focus on the importance of firms‟ resources and is the 

foundation of the RBV (Brush & Chaganti, 1998).  Additionally, there is acknowledgement 

that entrepreneurship is an intricate part of the resource-based framework (Connor, 1991; 

Rumelt, 1987).  However, while the RBV has been utilized in strategic research, both RBV 

and entrepreneurship research has not been fully examined (Carmeli & Tishler, 2004; 

Chandler & Hanks, 1994).   
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Entrepreneurship scholars have attempted to explain performance through 

investigating a firms‟ entrepreneurial orientation (EO).  EO refers to a firm‟s strategic 

orientation, capturing specific entrepreneurial aspects of decision-making styles, methods and 

practices (Lumpkin & Dess, 1996).  It is widely accepted that the concept is made up of three 

main dimensions: innovativeness, pro-activeness and calculated risk-taking (Covin & Slevin, 

1989; Wiklund & Shepherd, 2005).  EO has been seen as an important gauge of the way a 

firm is organized, and can therefore explain the how some firms tend to outperform the 

competitors (Wiklund & Shepherd, 2003).   

This research adopts the position that EO may be viewed as an important resource in 

itself, and it is posited that this concept is an important resource for firms.  While previous 

research has empirically explored the independent effects of EO on performance (Zahra & 

Covin, 1995) and its relationship with the environment (Covin & Slevin, 1989), prior studies 

have not fully investigated internal firm-level characteristics that moderate or mediate the 

relationship between EO and performance. 

The combining or bundling of resources involves configuring them into complex 

combinations, so as to yield competitive advantage (Brush et al., 2001).  Resources should 

not be viewed as homogenous but as heterogeneous and variable.  This means that the value 

of resources depends on the combinations with other resources (Hakansson & Snehota, 

1995).  This research endeavors to investigate this phenomenon by integrating various 

resources into a model that will attempt to explain which resource bundle is most effective 

for SMEs and improved performance.  Thus the variability in a firm‟s performance may be 

attributed to distinct bundles of organizational resources as described by previous scholars 

(for example Barney, 1991; Peteraf, 1993).   

A resource strategy that may facilitate the ultimate success (or failure) of small firms 

has been identified in the literature as „resource leveraging‟ (Morris, 2001; Sirmon & Hitt, 

2003).  It is a natural extension of the RBV of firms, describing that while the resources of a 

firm may be important to performance, these resources need to be identified, acquired, 

integrated and deployed effectively through a specific strategic orientation (Hitt, Ireland, 

Camp & Sexton, 2002).  Leveraging has been defined as how a firm will use its resources 

creatively and effectively to achieve challenging goals, which has been equated to „doing 

more with less‟ (Stevenson & Jarillo, 1990; Tiessen, 1997; Tiessen & Merrilees, 1999).   

 Resource leveraging may influence entrepreneurial outcomes and may have a critical 

linkage for entrepreneurial approaches by smaller firms when choosing to grow.  The 

strategic use of internal resource stocks (those that are currently controlled by the firm) can 
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be utilized by a firm in such a way to grow beyond the limitations set by these resources 

(Hansen, 1995).   These current internal resources may be strategically employed to gain 

external resources (those that are not under the firms‟ control), and are important for growth 

to extend beyond their current internal limitations.  Thus, the management of internal 

resource stocks and leveraging these to acquire external resources is essential for firm growth 

and represents an important stage of the entrepreneurial process (Sexton & Bowman-Upton, 

1991).   

Therefore the aim of this research is to determine what constitutes strategic 

entrepreneurship, with regard to resources, in SMEs.  Based on analysis of existing literature, 

a theoretical framework on strategic entrepreneurship will be derived and propositions 

developed on strategies employed for growth.  This framework is then examined through 

qualitative and quantitative analysis in the context of SMEs in Australia and the United 

States.  The proposed framework and findings can be used as both a basis for further research 

and a means to guide activity which is both entrepreneurial and strategic.    

 

1.1.2 Small to Medium-sized Enterprises (SMEs)  

The importance of SMEs is associated primarily with their role in stimulating 

economic growth (Bhide, 2000).  In Australia, the number of SMEs has tripled and their 

contribution to economic increased significantly since the 1980s, contributing nearly one 

third of the gross domestic product and employing nearly half of all private sector employees 

(ABS, 2004).  For example, 30% of Australia‟s economic activity is generated by the small 

business sector and is responsible for 3.6 million jobs or 47% of the private sector (non-

agricultural) employment.  Thus, an SME focus is important as these firms make a significant 

contribution to the economy.   

However, SMEs face problems that impede their performance and survival aspirations 

(Timmons, 1997).  For example, research suggests that a failure rate of 23% is highly likely 

and this is a conservative figure (Watson, 2003).  In response to this issue, the Australian 

government has established policies related to innovation, new technology, managerial 

development, and business improvement and export skills for SMEs (OECD, 2003).   

In the US, entrepreneurship is considered a major driver of competitiveness as new 

companies in the form of small, young firms that have created most of the new jobs in the 

United States from 1980 – 2001, while mature firms actually lost jobs over the same period 

(Davis, Haltiwanger, Jarmin, Krizan, Miranda, Sandusky, 2006).  In addition to creating new 

jobs entrepreneurship improves quality of life through beneficial inventions or improved 
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products and services (Kauffman Council of Entrepreneurial Leadership [KCEL], 2002).  For 

example, each year in the United States, at least 700,000 new businesses are started, while 

only a small percentage turn out to be fast-growth companies, these firms create a large 

number of jobs (KCEL, 2002).  According Acs, Parsons and Tracy (2008), these high-growth 

companies made up a small amount of all companies but generated a large portion of the net 

new jobs.   

 

1.2 Research issues and problem identification 

 The field of entrepreneurship is faced with many challenges and has been described to 

be in an adolescent stage (Low, 2001).  Entrepreneurship research has experienced a great 

deal of interest from researchers from other business disciplines, and there are arguments that 

the field must integrate these many streams of research to become a true academic discipline 

(Aldrich & Martin, 2001).  This is appropriate considering that many researchers agree that in 

order to establish entrepreneurship as a legitimate field of inquiry, uses of multiple research 

methods should be utilized to further uncover and explore the field (Busenitz, West, 

Shepherd, Nelson, Chandler & Zackarakis, 2003; Shane & Venkaratarman, 2000).   

Further to this, Shane and Venkatarmaran (2000) described the entrepreneurship field 

as lacking a conceptual framework.  Scholars have noted that this development is normal in a 

field still finding its identity and is justified due in part for the need to organize a framework 

(Zahra & Dess, 2001).  Still, this lack of conceptual framework has led entrepreneurship to be 

described as a combination of research from a variety of disciplines.  This research attempts 

to synthesize research from the strategy literature and entrepreneurship literature and attempt 

to explain the relationship between resources, strategy and performance in SMEs.  This 

framework can contribute to the field moving towards becoming what Low (2001) suggested 

as a legitimate area of academic inquiry.     

Strategic entrepreneurship began to take hold in both strategy and entrepreneurship 

disciplines as strategy scholars entered the field of entrepreneurship (Hitt et al., 2001).  

Pinchot (1986) examined intrapreneurship (or entrepreneurship in larger firms); Covin and 

Slevin (1989) presented the concept of entrepreneurial strategic posture within organizations, 

referring to both strategic decisions and an operating management philosophy which 

incorporates an entrepreneurial focus.  Lumpkin and Dess (1996) extended this concept 

introducing the entrepreneurial orientation construct, which they identify as the tendency of 

organizations to engage in innovative, risk-taking/accepting, and proactive practices or 

strategies. 
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As this research continues, the nexus between entrepreneurship and strategy is further 

explored through the literature and proposition development.  Hitt et al. (2001) suggest that 

strategic management involves the actions, decisions and commitments designed to achieve 

competitive advantage.  Stopford (2001) emphasizes the aspect of decision-making within 

strategic management, and Ireland et al. (2001) extend and further broaden this concept to 

interpret strategic management as a context for entrepreneurial actions.     

Based on this research, the value of strategic entrepreneurship is acknowledged but an 

understanding of the concept still remains elusive.  Thus, in order to address this, a research 

design that attempts to capture the many various elements of strategy and entrepreneurship 

creates challenges and opportunities for researchers.  Therefore the structure or framework of 

the design will include an exploratory qualitative study in conjunction with a quantitative 

study.  It is proposed that this structure will attempt to delineate the strategic posture of SMEs 

through what has been described as „resource leveraging‟.  This strategic construct will be 

investigated qualitatively and then tested quantitatively in a conceptual model.   

In brief, this multi-perspective approach is important to advancing understanding 

academic and practitioner knowledge of the resources required for small business growth, 

and in particular, the strategies utilized during this process. 

 

1.2.1 Research question 

The purpose of this research is to investigate the under-researched, yet fundamentally 

important issue of how SMEs grow.  In particular, this research will investigate what 

resources are critical to the growth of SMEs and if there is a strategic influence in the 

utilization of these resources.  That is, this research aims to identify the reasons for SME 

growth as it pertains to individual resources and the existence of any strategic influence on 

performance. 

A review of the extant literature led to the development of a set of general 

propositions and a preliminary conceptual model of resources, environmental factors and 

strategy that may affect firm performance.  The results from this stage of the research laid the 

foundation for the second stage where exploratory qualitative research was conducted to 

verify the suitability of the model and propositions.  These qualitative findings provided the 

basis for the empirical examination between the resources-strategy-performance relationship.        

Several propositions were developed and are proposed to assist in answering the 

research question; these are summarized in Table 1.1.  The concepts were developed through 

an extensive review of the academic literature.  They propose that a bundle of tangible and 



6 

 

intangible resources (financial, human, organizational, social, knowledge resources) are 

important to firm growth.  Additionally, this research positioned the concept of 

entrepreneurial orientation (EO) as a firm resource.  Further, the concept of resource 

leveraging is introduced as a strategic variable likely to moderate the relationship between 

resources and performance.    

 

Table 1.1: General propositions developed for this research  

 

Concept No. Proposition 

Financial 

Resources 
P1 

There is a positive relationship between financial resources and firm 

performance. 

Human Resources P2 
There is a positive relationship between human resources and firm 

performance. 

Organizational 

Resources 
P3 

There is a positive relationship between organizational resources and firm 

performance. 

Social Resources P4 
There is a positive relationship between social resources and firm 

performance. 

Knowledge 

Resources 
P5 

There is a positive relationship between knowledge resources and firm 

performance. 

Entrepreneurial 

Orientation 
P6 

There is a positive relationship between entrepreneurial orientation and firm 

performance. 

Resource 

Leveraging 

P7-

P12 

Resource leveraging will affect the relationship between each resource and 

firm performance.  

 

Source: Developed for this research. 

 

During the qualitative investigation presented in Chapter 3, the propositions 

developed in the literature review (Chapter 2) were investigated with respondents and tested 

for „fit‟ in the conceptual model.  This led to some propositions not being included in the 

final model.  The final hypotheses used in this research are presented in Table 1.2. 
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  Table 1.2:  Hypotheses developed for this research  

 

Concept No. Hypothesis 

Human Resources 

 
H1 

There is a positive relationship between human resources and firm 

performance. 

Organizational Resources H2 
There is a positive relationship between organizational resources and firm 

performance. 

Social Resources H3 
There is a positive relationship between social resources and firm 

performance. 

Knowledge Resources H4 
There is a positive relationship between knowledge resources and firm 

performance.  

Entrepreneurial 

Orientation 
H5 

There is a positive relationship between entrepreneurial orientation and 

firm performance. 

Human Resources 

 
H6 

Resource leveraging will affect the relationship between human 

resources and firm performance. 

Organizational Resources H7 
Resource leveraging will affect the relationship between organizational 

resources and firm performance. 

Social Resources H8 
Resource leveraging will affect the relationship between social resources 

and firm performance. 

Knowledge Resources H9 
Resource leveraging will affect the relationship between knowledge 

resources and firm performance. 

Entrepreneurial 

Orientation 
H10 

Resource leveraging will affect the relationship between entrepreneurial 

orientation and firm performance. 

 

 

Source: Developed for this research 
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1.3 Justification for the research 

This research is justified because of the contribution it makes to the body of 

knowledge as well as its commercial importance.  These justifications are explained in the 

next section. 

 

1.3.1 Need for the study  

Increasingly, academic studies on entrepreneurship are motivated by the economic 

benefits of entrepreneurship and entrepreneurs and their companies are most often researched 

due to their contribution to economic value (Praag & Versloot, 2007).  Most businesses have 

an impact in the communities in which they operate, providing important contributions to the 

creation of wealth, employment and other social benefits (Schaper & Savery, 2004).  

Increases in small business numbers is welcomed by economies, as the development of small 

and medium-sized enterprises (SMEs), both contributing to economic welfare (Culkin & 

Smith, 2000).  For example, in the United States, of the roughly 6 million businesses in the 

early part of this decade only 14,000 employed more than 500 people (Chaston, Badger, 

Mangles & Sadler-Smith, 2001).   

Larger firms (those that employ more than 500 employees, differ from SMEs and 

small businesses.  SMEs have a structure that is centred on the owner/manager who often 

make most of the major decisions and have more difficulty finding time for major operational 

decisions (Gray, 2002).  Therefore while SMEs are the dominant type of firm in many 

countries, they may not be operating strategically.   

In addition, understanding how SMEs achieve high performance and their impact on 

society has significant implications of SME owners/managers, employees and local and 

national economies.  Improved performance can facilitate firm growth and performance, 

which in turn can yield employment gains and contribute to the general economic health of a 

state, region or nation (Wolff & Pett, 2006).  Further, low performance can lead to firm 

failure or a lack of growth, which contribute to negative economic effects.  As many small 

firms experience a lack of resources, a better understanding of the factors contributing to their 

performance is beneficial (Acs, 1999).  While research has identified that growth and 

development of SMEs is an important facet to maintain strategic advantage for firms (Fay & 

Luhrmann, 2004); Grome (2003) has noted that only a small proportion of SMEs in Australia 

were actively engaged in growth strategies.   

 

 



9 

 

1.3.2 Theoretical contribution 

An appropriate way to commence a new entrepreneurship study is to evaluate the 

state of the field.  Although there is general acknowledgement that some progress in 

understanding the phenomenon has been achieved over the past decade, many scholars and 

critics of entrepreneurship argue that development of the field is still far away (Busenitz, et 

al., 2003; Low, 2001; Shane, 2000; Shane & Venkataraman, 2001).  As part of an effort to 

investigate entrepreneurship, the field requires building and extending existing literature, 

especially as the field appears very broad.  Additionally, for research to be significant, it must 

entail the investigation of an area of ambiguity to define variables and explain their role in 

accepted theory (Daft & Lewin, 1990).  Thus, this study attempts to further knowledge on 

entrepreneurship through an investigation building on the resource-based view (RBV) of the 

firm (Barney, 1991).     

Given that many firms perform more strongly when they appear to have far less 

resources than others, adds to the chasm between accepted theory and what can often be 

observed in practice.  Further compounding this discrepancy is the inability of existing theory 

to explain the emergence of this phenomenon.  Therefore, theory development will be 

included in the current study to attempt to explain the firm performance.  This research will 

investigate why SMEs experience growth given these apparent disadvantages.  In particular, 

this research will identify new constructs and reposition existing theory so as to determine 

both resource needs of SMEs and the strategies employed to leverage them for growth. 

This research represents an academic examination of SME performance that combines 

both a qualitative and quantitative methodology in order to build theory.  In addition, this 

research attempts to reform basic assumptions on the relationship between resources and 

strategy.  In summary, this research:   

 

 incorporates aspects of strategy and entrepreneurship with the purpose of further 

refinement of the interface between these two disciplines;  

 

 incorporates within the framework of strategic entrepreneurship the immediate 

discipline of the resource-based view (RBV) to develop a conceptual model 

explaining firm growth in SMEs; 
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 utilize primary data from both Australia and the United States that includes existing 

research in an attempt to promote generalizability. 

 

 conceptualizes growth as a function within the RBV context and includes a unique set 

of tangible and intangible resources (financial, human, organisational, social and 

knowledge-based) for investigation; 

 

 creates new theoretical perspectives through combining traditional resource categories 

with entrepreneurial orientation (EO); and 

 

 introduces a new construct „resource leveraging‟ as a strategic orientation.  

 

1.3.3 Managerial implications 

Potential managerial implications can be seen in this research with the practical 

application and wider knowledge of findings in the business community.  This research will 

assist in understanding what resources are most necessary for growth and which strategies are 

best suited to engage in growth activities for SMEs.  This should help increase new venture 

and SME failure rates, which in turn should promote stronger local and national economies.   

This research challenges conventional wisdom that firms will face stagnant or 

negative periods due to a lack of resources.  Rather, resource accumulation and management 

can be achieved through innovation and creativity - not only in the development of the 

product/service - but in strategic decision-making.  These strategies allow further resource 

acquisition and strategic management of resources, thus attaining more growth.   

Exploring the theoretical antecedents that cover resources such as human capital, 

social networks, organizational and knowledge resources and how they influence the 

entrepreneurial processes contributes to a wider understanding of SME development.  

Additionally, it is important to delve into outcomes of entrepreneurial activities at the level of 

the firm.  Ucbasaran, Westhead and Wright (2001) suggest there is a need to identify the 

processes behind successful firms as the accumulation of skill and experience learned can be 

disseminated.  At a practitioner level, this may allow researchers and business mentors to 

provide specific advice for other SMEs and potential reduce the occurrence of business 

failure.    
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Finally, at a national level, an Australian and US perspective on the growth of SMEs 

would be useful to practitioners and researchers alike.  The environmental context of small 

firms is less well researched than cross-national conditions for entrepreneurship and small 

business generally.  The US has been ranked as one of the most entrepreneurial countries in 

the world (Reynolds et al., 2004), and its perspective with Australia would be a valuable 

contribution to the literature.  Similarly, Australia has been ranked highly in GEM (Global 

Entrepreneurship Monitor) research data, presenting an interesting analysis between the two 

developed nations (Reynolds et al., 2004).  A contribution of this paper lies in its explanation 

of cross-national variation in small business activity in this sector.  Australian businesses 

looking to expand globally into new markets may often turn towards the US market as a 

potential growth strategy (Department of Foreign Affairs and Trade [DFAT], 2000). 

 

1.3.4 Summary 

This research is justified as little is known about how some small firms perform very 

well in light of the fact they appear to have very little resources.  In addition to its practical 

contributions, the results of this research will add to the theoretical body of knowledge in the 

RBV.  In particular, this research will extend the current understanding of existing rationales 

for RBV through testing within SMEs and comparisons in an international context.  By 

seeking to identify the unique relationship between an SMEs‟ resources and its performance, 

and as the bulk of Australian and US firms are classified as SMEs (ABS, 2007; SBA, 2007), 

this research is considered important to the economic well-being and development of 

communities, regions, states and indeed nations.   

   

1.4 Methodologies 

A two stage methodology will be applied to this research.  Resource needs for growth 

are examined along with identifying strategic paths in stage one and two.  A detailed 

examination of the strategy and RBV literature led to the development of a conceptual model 

of resource leveraging practice.  The first stage consisted of an exploratory survey of a 

sample of Australian and U.S. entrepreneurs in high-growth firms in which relevant issues, 

ideas and insights into resource strategies were documented.  Then, in consideration of the 

strategy, entrepreneurship and RBV literature, a theoretical model regarding the factors that 

influence SME growth was developed.  Consideration was given to the researcher-

preconceived biases during the survey process.  The second stage tested the hypotheses 

developed from the exploratory study and literature review. 
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1.4.1 Qualitative methodology (stage one) 

Exploratory research should first be undertaken when little is known about the 

research issue (Zikmund, 2003).  This inductive stage was used to gain background 

information, identify problems leading to revision of required and validate the theoretical 

model.  Twenty two entrepreneurs were interviewed through an in-depth semi-structured 

interview format.  They were selected from a range of industries that demonstrated different 

demographics and life cycles.  Interviewees were selected from two high-growth potential 

programs in Australia and the U.S. along with recommendations of prior respondents.  New 

areas of interest were identified from anecdotal evidence given in face-to-face interviews that 

were audio-taped, transcribed and analyzed manually.  The stage one findings were used to 

clarify and confirm the appropriateness of the preliminary conceptual model prior to the 

deductive stage of the research. 

 

1.4.2 Quantitative methodology (stage two) 

A large number of survey questions pertinent to this research were given to a sample 

of SMEs in Australia and the U.S.  Most respondents were advised to complete the survey 

questionnaire on the World Wide Web via a linked email message and through hard copies or 

by filling out a hard copy of the same questionnaire.  The questionnaire was pilot tested in 

March 2008 and administered June through August of 2008.  Data from the survey was 

analyzed with a Statistical Package for the Social Sciences (SPSS). 

 

1.5 Delimitations of scope of research 

The nature of the research means that some limitations of scope will have to be set.  

As the survey data is sourced from Australia and the United States, the first delimitation is 

two similar nations.  These two westernized nations have similar political and economic 

backgrounds and cross-national comparisons may be minimal.  Further to this, any findings 

must be limited only to these two countries.  Cross comparisons with the United States may 

be further limited by factors such as regulation differences, maturity of markets, and so on; 

limiting generalizability.   

This research is also delimited to SMEs.  Generalizations as to the findings of this 

research are limited in scope and not applicable to larger firms.  Second to this, it should be 

noted that due to the many varied definitions of what exactly constitutes an SME, care should 

be taken with the interpretation and application of results.    
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Due to the cross-sectional nature of this study, researchers should be aware of 

differences between initial endowments of resources and those that are accumulated over 

time.  As summarized by Shane and Stuart (2002), some entrepreneurship studies propose 

that the initial resources have lasting effects on performance (Baron & Hannon, 2002).  The 

RBV framework utilized in this study, in general, considers resources and capabilities that are 

shaped by the firms‟ current resource position and developmental paths (Teece, Piasano & 

Shuen, 1997).  Shane and Stuart point out that initial resource endowments lack evidence due 

to the difficulty in obtaining information on the early phases of a new ventures life.  Thus a 

longitudinal approach would be considered more effective. 

From a methodological standpoint, the two samples have been spread out among 

various industries, and while in the SME context, applying the resource leveraging measure 

to industry-specific firms would increase generalizability.  Additionally, this research does 

not compare to other high quality research in the field due to lower data set numbers; and 

future research could benefit from increased numbers form homogenous groups or industries.  

Finally, the current study utilized the dependent variable „growth‟ as opposed to other more 

common measures such as profitability.  It should be understood that growth is not 

necessarily correlated with these other quantitative dimensions of performance (Moreno & 

Casillas, 2008).   

 

1.6 Outline of proposal 

Figure 1.1 provides a conceptual outline of the research proposal.  Chapter 1 of this 

proposal introduces the background on the small business sector in Australia and the United 

States.  The research problem and research issues are discussed and the proposed hypotheses 

are identified.  The need for the study in both theoretical and commercial terms is discussed, 

and the proposed methodological approaches are described.  The initial delimitations of the 

study are stated and an outline of the proposed research is given. 

In Chapter 2, a definition of small business is supplied and an overview of 

entrepreneurship research is made.  Then a review of the relevant literature pertaining to the 

Australian and U.S. small business sector is detailed.  The resource needs and strategies of 

small business owners are examined through the lens of the RBV and a preliminary 

conceptual model is introduced.  Chapter 3 begins with justifying the choice of the realism 

research paradigm in this research.  Then, the qualitative stage of the research into the 

importance of resources and the understanding of the resource leveraging concept is 

presented; including the procedures, implementation and results from the qualitative findings.  
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Chapter 4 presents a description of the proposed methodological approach employed by the 

researcher to test the conceptual model.  This includes the design and procedures 

implemented in the quantitative phase of the research. Following this, Chapter 5 presents the 

findings from the quantitative section, including descriptive statistics and causal research 

findings.  Chapter 6 presents a discussion of the quantitative findings and illustrates a final 

revised conceptual model of resources, strategy and small business growth.  Finally, 

conclusions, implications and recommendations for further research are detailed in Chapter 7. 
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Figure 1.0: Outline of research 
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1.7 Conclusion 

This chapter detailed the foundations of this research.  The research problem has been 

identified which is the focus for this research.  The ensuing chapters will show how the 

research question has been investigated and will detail and explain the findings.  

Subsequently, the implications of these findings will be discussed and the importance of this 

research in terms of the contributions made to theory and practice will be established.  The 

following chapter provides definitions of key terms, a background for understanding 

theoretical frameworks, strategies used by small businesses to grow and general proposition 

development.    
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CHAPTER 2 LITERATURE REVIEW AND PROPOSITION                                                

DEVELOPMENT 

 

 

2.1 Introduction 

This chapter provides an understanding of the theoretical underpinnings utilized in 

this research.  Following the introduction, section 2.2 will discuss the background to the 

research and recent SME research.  Next, section 2.3 will present an emerging area of 

research termed „Strategic Entrepreneurship‟ and the relationship between entrepreneurship 

and strategy.  Next, section 2.4 will examine the nature of the Resource-Based View (RBV) 

approach, so as to further position the research within accepted frameworks.  In particular, 

this section involves a discussion the concept of resource leveraging and effects of the 

environment.  Then, a summary of general propositions is presented in section 2.5.  Finally, 

concluding remarks are made in section 2.6.  Figure 2.1 below illustrates an outline of the 

chapter.   
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Figure 2.1: Chapter 2 outline 
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2.2 Background on SMEs 

2.2.1 Australian and US definitions 

Governments worldwide have used a mix of qualitative and quantitative definitions 

for small business and SMEs (Barrett, 1997).  In Australia, conflicting definitions of small 

business abound.  For example, in 1996 the ABS generally defined a non-agricultural, non-

manufacturing small business to be one that employs fewer than 100 people.  A medium-

sized business referred to one employing 20-199 people and a sub-category of small business, 

the micro-business, was defined as one employing fewer than 5 people (ABS, 2000).  More 

recently, the ABS has defined business size as “small” being less than 20 employees; 

“medium” as 20 to 99 employees and “large” as 100 or more employees (ABS, 2008).  While 

these definitions still have caveats for manufacturers, the bulk of Australian businesses (as 

defined by the ABS) were classified as SMEs; and the bulk of these SMEs comprise small 

businesses (ABS, 2008). 

The Australian Chamber of Commerce and Industry (2007) has categorized a small 

business as one which employs fewer than 50 people while the Australian Corporations Law 

has defined a “small proprietary company” as one which in a financial year satisfies any two 

of: consolidated gross operating revenue of less than $10 million; consolidated gross assets of 

less than $5 million; and or employs fewer than the equivalent of 50 full-time employees. 

To complicate matters further, the official ABS definition has not always been 

utilized in ABS publications.  For example, in agricultural industries employment size may 

be replaced by a definition based on value.  For manufacturing companies, the definition of a 

small business may include businesses employing less than the equivalent of 100 full-time 

employees, or be limited to those employing fewer than 20.  The absence in Australia of a 

widely accepted official statistical definition of a small business and the inconsistencies in 

unofficial definitions have made some findings difficult to generalise.  Researchers seeking to 

generalise their findings across national borders the situation is worse still; Neck (1977) 

found 50 different small business definitions across 75 countries.   

Current Australian definitions of SMEs are generally based on employee size, 

although the scale is somewhat smaller than in the US.  While these definitions vary, this 

study adopts the most recent definitions proposed by the ABS; that is less than 20 Full Time 

Employees (FTE) for a small business and less than 200 FTE for a medium-sized business 

irrespective of industry.  An employee has been considered full-time if he or she was 

regularly employed by the business for 35 or more hours per week.  A widely used term to 
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describe medium-sized businesses which will be used in this research is the Small-to-

Medium-sized Enterprise; or SME. 

In Australia, another term is used to describe very small businesses or „microfirms‟, 

regarded as a business enterprise that has less than five employees (ABS, 2002).  Microfirms 

are often regarded in Australia as an important element of the economic infrastructure as they 

comprise over 80% of all businesses (ABS, 2007).  Research suggests these firms have a long 

life span and are able to generate significant returns while the owner is of course the key 

decision-maker and drives organizational decisions (Department of Workplace Relations and 

Small Business, 1998).   

Not surprisingly, research in the United States has used various definitions for what 

constitutes a business.  One common approach has been to use businesses with employees 

and those without employees.  An example of problems associated with this approach was 

Leonhardt (2000) in which he found that “entrepreneurship” languished in the 1990s using 

the Bureau of Labor Statistics data on self-employment.  However, sole proprietorship tax 

returns were shown to have large increases during the same period (Headd & Saade, 2008).  

The difference between employers and non-employers illustrates a significant 

difference in size.  In Australia, there are many more non-employers in the US by about 3 to 

1 (Headd & Saade, 2008), in part due to non-employers often operating on a part-time basis 

and having an uncomplicated business organization.  However, the economic impact of 

employer firms far exceeds non-employers.  In 2002, the US Census Bureau counted 5.7 

million employers with $22 trillion in annual receipts and 17.6 million non-employers with 

$770 billion in receipts (US Census, 2002). 

The oldest data source in the US on the number of businesses is perhaps Dun & 

Bradstreet‟s (D&B) “Total Concerns in Business”.  This publication dates back to the mid-

1850s but was discontinued ion 1998.  One of the earlier and most widely cited conceptual 

definitions of small business is found in the United States Small Business Act (Stewart, 

Watson, Carland & Carland, 1999).  It was originally described in the establishment of the 

US Small Business Administration (SBA) in 1953 and is defined as: independently owned 

and operated and which is not dominant in its field of operations (Bruun, 2003).   

Currently the SBA defines a business concern as one that is organized for profit; has a 

place of business in the US; operates primarily within the US; or makes a significant 

contribution to the US economy through payment of taxes or use of American products, 
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materials or labor; is independently owned and operated; and is dominant in its field on a 

national basis.  The business may be a sole proprietorship, partnership, corporation or any 

other legal form.  Size standards categorize small business in the US and are determined 

through a set of guidelines administered by the SBA and varies according to industry.  

Generally however, “small” is considered to be fewer than 100 employees, and medium-sized 

is under 500 employees (Headd & Saade, 2008).   

Recent research has shown additional variance in size and operating standards.  For 

example, Fairlie (2007) defined an entrepreneur as a newly self-employed person, for whom 

self-employment was the primary occupation, incorporated and unincorporated, with 15 or 

more hours worked during the week.  Bates (1990) defined an entrepreneur as a non-minority 

male filing a business tax return with $5,000 or more in annual sales, with capital invested in 

the business and a business age of less than six years.  Thus, the reliance on available data is 

difficult based on the selection criteria.   

Due to the large size of the US market in terms of shear numbers, Australia and many 

other nations appear minor in comparison.  Therefore this research will adopt a definition that 

allows for a broader comparison across a larger number of nations and regions, thus 

enhancing generalizability.  Therefore, a small to medium-sized (SME) business for this 

research will adopt the Australian definition and consider this a business that employs less 

than 200 people.   

 

2.2.2 Small business research 

All businesses (to some extent) have a valuable impact in the communities in which 

they operate, providing important contributions to wealth creation, employment opportunities 

and other social benefits (Schaper & Savery, 2004).  The proliferation of small business is 

welcomed by many nations, as the development of small and medium-sized enterprises 

(SMEs) contributes greatly to economic welfare around the world (Culkin & Smith, 2000).  

For example, in the United States, of the roughly 6 million businesses in the early part of this 

decade only 14,000 employed more than 500 people (Chaston, Badger & Sadler-Smith, 

2001).  Similar findings are evident in the United Kingdom where most firms are SMEs with 

99.3 per cent of all firms being classified as small (0-49 employees) or medium-sized (50-249 

employees) (Small Business Service, 2006).  Japan‟s SMEs account for the bulk of the 

country‟s businesses establishments, nearly 98 percent of the nation‟s GDP in Taiwan and 

has been the subject of new economic policy in many African nations (Ladonzi & van Vuren, 
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2002).  Table 2.1 presented below shows a comparison between several nations and regions 

and the employment breakdowns of each. 

 

Table 2.1: Distribution of firms in selected nations and geographic regions 

 

 Australia, 

2007 

Europe, 2003 New 

Zealand, 

2002 

UK, 2002 USA, 2000 

Micro-

businesses 

1,699,277 

(84.5%) 

17,820,000 

(92.28%) 

n/a 2,600,000 

(68.42%) 

19,988,000 

(94.18%) 

Small 

Businesses 

228,313 

(11.3%) 

1,260,000 

(6.53%) 

242,078 

(86.05%) 

1,170,000 

(30.79%) 

1,009,000 

(4.75%) 

Medium 

Businesses 

78,304 

(3.9%) 

180,000 

(0.93%) 

30,297 

(10.77%) 

27,000 

(0.71%) 

167,000 

(0.79%) 

Large Firms 5,876 

(0.3%) 

40,000 

(0.21%) 

8,963 

(3.19%) 

7,000 

(0.18%) 

59,000 

(0.28%) 

Total 2,011,770 

(100%) 

19,310,000 

(100%) 

281,338 

(100%) 

3,804,000 

(100%) 

21,223,000 

(100%) 
 

Source: Schaper (2004) 

 

Small and medium-sized businesses differ from big businesses along several 

dimensions.  For example, the principal owner is likely to be working nine out of ten small 

businesses, whereas the situation is likely in just 35% of larger businesses (ABS, 2005).  

SMEs have a centralized structure with the owner/managers making most of the major 

decisions and often tend to be more concerned with survival rather than growth (Gray, 2002); 

being classified as time poor and tending to focus on more operational activities (Garengo, 

Biazzo, & Bititci, 2005).  Thus while SMEs are the dominant type of firm in many countries, 

they may not be acting in a strategic manner.   

 

2.2.3 Australian SMEs 

In Australia, the government‟s attention to SMEs was marginal prior to the 1970s.  No 

SME statistics were collected, very few universities offered entrepreneurship courses and 

there were no Ministers of Small Business at either the Federal or State levels (APEC, 2007).  

The first small business association of Independent Businesses was launched in 1977 in the 

same year the Department of Trade and Industry established a Small Business Registrar 

(APEC, 2007).  By 2000, all State and Federal Governments had Ministers of Small 

Business, and SME statistics were produced by the Australian Bureau of Statistics (ABS).  
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The number of SMEs in Australia has at least trebled and their contribution to economic 

output has doubled since the 1980s presently contributing 35 percent of gross domestic 

product and employing nearly 49 percent of all private sector employees (ABS, 2008), 

reflecting a significant presence in all industry sectors.  Table 2.2 below presents a 

breakdown of GDP contribution by industry in Australia.  

 

Table 2.2: Production and GDP by industry in Australia 

 

Industry 1995-96 ($m) 2005-06 ($m) 

Agriculture, forestry and fishing 20,455 28,151 

Mining 38,275 45,000 

Manufacturing 82,366 96,012 

Electricity gas and water supply 18,271 20,549 

Construction 34,829 61,644 

Wholesale trade  30,919 44,886 

Retail trade 35,891 53,242 

Accommodation, cafes and restaurants 13,177 20,204 

Transport and storage 28,686 42,037 

Communication services 13,700 25,331 

Finance and insurance 44,142 65,883 

Property and business services 65,735 108,434 

Government administration and defense 28,069 35,195 

Education 31,732 38,556 

Health and community serves 37,266 55,455 

Cultural and recreational services 9,209 13,506 

Personal and other services 12,455 17,686 

Gross Domestic Product (GDP) 647,660 921,747 
 

Source: ABS (2008) 

 

The significance of SMEs is associated primarily with their role in stimulating 

economic growth (Bhide, 2000).  However, SMEs face common problems that impair their 

performance and survival and by nature, generally have limited resources (Timmons, 1997).  

While research in the area of business failure is debated, research suggests that a failure rate 

of 23% is a conservative figure (Watson, 2003).  In response to this problem, the Australian 

government has established various mechanisms to increase SME success.  These include the 

formulation of policy related to innovation, new technology, managerial development, and 

business improvement and export skills of r SME s and their owners (OECD, 2003).   

In 2007, Australian businesses surpassed the 2 million mark for the first time (ABS, 

2008).  The combined effects of a higher entry rate (17%) and a lower exit rate (14.6%) for 
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the period were reasons behind the net growth.  1.93 million businesses (96%) employed less 

than 20 people, 1.2 million did not employ any staff, and 1.89 million of the businesses 

(94%) had an annual turnover of less than $2 million (ABS, 2007).  Industry figures in 

Australia showed that property and business services had the greatest number of businesses 

(25%) of the total, followed by construction (16%), retail, agriculture, forestry and fishing all 

had 11% each (ABS, 2007). 

The makeup of Australian businesses are similar to several other western countries in 

that a vast majority a comprised of small and medium-sized SMEs.  84.5% of businesses 

have 0-4 employees, 11.3% have 5-19 employees, 3.9% with 20-199 employees and <1% 

with 200 or more employees (ABS, 2007).  Table 2.3 below compares employment figures 

between these groups over time. 

 

Table 2.3:  Composition of private sector firms in Australia by size 

 

 2007 2002 1998-99 1995-96 1983-84 

Micro-businesses  

(0-4 employees) 

1,699,277 

(84.5%) 

952,200 

(81.80%) 

791,400 

(79.9%) 

748,400 

(80.16%) 

455,400 

(78.67%) 

Small business  

(5-19 employees) 

228,313 

(11.3%) 

169,800 

(14.59%) 

159,800 

(16.14%) 

147,900 

(15.84%) 

99,200 

(17.13%) 

Medium enterprises  

(20-199 employees) 

78,304 

(3.9%) 

39,300 

(3.38%) 

36,100 

(3.65%) 

34,600 

(3.7%) 

22,500 

(3.9%) 

Large firms  

(200 > employees) 

5,876 

(0.3%) 

2,800 

(0.24%) 

2,700 

(0.27%) 

2,700 

(0.29%) 

1,800 

(0.31%) 

Total 2,011,770 

(100%) 

1,164,100 

(100%) 

990,000 

(100%) 

933,600 

(100%) 

578,900 

(100%) 
 

Source: ABS (2007) 

 

A focus on SMEs is important for countries where SMEs make a significant 

contribution to the economy such as Australia.  For example, 30% of Australia‟s 

economic activity is generated by the small business sector and is responsible for 3.6 

million jobs or 47% of the private sector (non-agricultural) employment.  Additionally, 

approximately 35% of Australian businesses operate in rural Australia.  Home-based 

businesses are a large component of the Australian business sector and account for 58% 

of all businesses (ABS, 2002), while women make-up 33% of small business operators in 

Australia (ABS, 2002). 
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2.2.4    United States SMEs 

Few would argue that the United States has outperformed most of the world with 

regard to economic performance in the last few decades (Anderson & Platzer, 2006; 

Baumol, 2002).  Not only has the US increased its own wealth creation, in terms of long-

term growth and standards of living, it has also been largely responsible for one-third of 

economic growth around the globe (Council on Competitiveness, 2007).  In the US, 

entrepreneurship is considered a major driver of competitiveness as new companies in the 

form of small, young firms that have created most of the new jobs in the United States 

from 1980 – 2001, while mature firms actually lost jobs over the same period (Davis, 

Haltiwanger, Jarmin, Krizan, Miranda, & Sandusky, 2006).  Furthermore, research 

indicates that a small percentage of high-growth firms were responsible for 80 percent of 

the total net new jobs created over the last two decades in that country (Autio, 2005).  A 

summary of employment by industry in the US is provided in Table 2.4. 

 

Table 2.4: Employers and non-employers by industry in the United States (2002) 

 

Industry Employer firms Non-employer firms 

Forestry, fishing, hunting, ag. services 29,250 220,040 

Mining 19,324 82,705 

Utilities 6,223 12,673 

Construction 729,842 2,050,481 

Manufacturing 310,821 290,360 

Wholesale trade  347,319 363,764 

Retail trade 745,872 1,838,817 

Transportation and warehousing 167,865 808,961 

Information 76,443 232,674 

Finance and insurance 241,120 660,248 

Real estate and rental and leasing 266,161 1,879,993 

Professional, scientific & technical 727,893 2,552,734 

Mgmt. of companies & enterprises 28,351 0 

Admin support & waste mgmt 305,462 1,262,583 

Educational services 65,251 344,473 

Health care and social assistance 564,299 1,456,816 

Arts, recreation & entertainment 103,824 865,917 

Accommodation and food services 434,441 241,675 

Other services & industries 422,249 2,284,957 

Total  5,524,784 17,449,871 

 
Source: SBA (2008) 
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However, it is forecast that much of the world economy‟s future growth will stem 

from emerging markets.  For example, it is estimated that by 2020, 80 percent of middle-class 

consumers will outside of industrialized nations, forcing firms to look globally for growth 

(Laucinda, 2005).  Additionally, large US firms are increasingly outsourcing a wide range of 

business activities in search of additional resources, creating new opportunities for smaller 

firms.  As larger firms often rely on smaller firms for new ideas and technologies, they invest 

in start-ups; acquire small companies with promising growth histories and partner with small 

firms to develop new products.  For example, Proctor and Gamble obtain nearly 35 percent of 

their ideas from outside the company and aim to increase that number to 50 percent (Business 

Week, October, 2004).  Larger companies recognize the ability of smaller firms to capture 

innovation and will often tap the creativity of small growth-oriented firms to remain 

competitive.   

It is understood that the US economy clearly relies on the essential role of large firms.  

However, a range of factors is making it increasingly difficult for large firms to maintain 

market leadership positions over the long term.  For example, the average turnover rate in the 

S&P 500 has risen sharply over the last few decades.  In the 1920s and 30s, firms stayed on 

the list an average of 65 years, but by the late 1990s the average S&P 500 lifetime had fallen 

to just 10 years (Foster & Kaplan, 2001).  Of the Fortune 100 companies in the United States 

in 2005, three quarters did not exist in their current capacity in 1980 (Davis et al., 2006).  

Larger firms that did manage to survive and thrive over the long term (examples include 

IBM, DuPont, GE, Boeing, Proctor & Gamble, and 3M) have all been in the Fortune 500 for 

more than fifty years. These firms have acknowledged fostering entrepreneurship within the 

firm and by linking to entrepreneurs and entrepreneurial firms outside the firm, such as 

P&G‟s „open innovation‟ that encourages managers to seek new business ideas outside as 

well as within the company (Council on Competitiveness, 2007).    

The economic and societal reasons for the prominence of entrepreneurship are clear.  

Each year in the United States, at least 700,000 new businesses are started , while only a 

small percentage turn out to be fast-growth companies, these firms create a large number of 

jobs.  According to one study, high-growth companies (or “gazelles”) made up a small 

amount of all companies but generate a large portion of the net new jobs (Birch, 1981).  

Recent research has confirmed these earlier findings (Acs, Parons & Tracy, 2008; Birch, 

Haggerty & Parsons, 1995).  In addition to creating new jobs entrepreneurship improves 

quality of life through beneficial inventions or improved products and services.  Small 
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entrepreneurial firms have been reported to contribute more than two out of three innovations 

since World War II (Kauffman Council of Entrepreneurial Leadership [KCEL], 2002).  Table 

2.5 below shows a summary of the number of firms in the US by size over recent years. 

 

Table 2.5:  Number of firms in the United States by size (millions) 

 

Firm Type 2005 2004 2003 2002 1997 1992 

Employers & Non-employers 26.38 25.41 24.42 23.35 20.98 19.43 

Employer Firms 5.98 5.89 5.77 5.70 5.54 5.10 

Non-employers 20.39 19.52 16.65 17.65 15.44 14.33 

Self-employed 9.51 9.47 9.34 8.92 9.06 8.58 
 

Source: SBA (2008) 

 

According to the Small Business Administration (2008), small firms in the US 

represent 99.7 percent of all employer firms and employ over half of all private sector 

employees.  They make up 97.3 percent of all exports and produce 13 times more patents per 

employee than large firms.  These small businesses make up approximately 29.6 million 

businesses with 6 million of these with employees.  Thus, it can be seen that small business 

and SMEs are a critical factor in the economic fabric of nations and regions.  Next, the basis 

for the interest in SMEs is discussed in the context of growth. 

 

2.2.5 Context for current research: Growth  

Despite the acknowledged benefits of entrepreneurship, many aspects of the 

phenomenon remain largely unexamined (KCEL, 2002).  Entrepreneurial activity makes a 

significant contribution to economic and social well being as often new, small firms will 

generate jobs, enhance productivity, play an important role in innovation and provide 

alternative employment opportunities for many subsets of the adult population (Autio, 2005).   

Understanding how SMEs achieve high performance in order to impact society has 

significant implications of SME owners/managers, SME employees and the economies in 

which the SME operates.  High levels of performance can facilitate firm growth and 

subsequent profit performance, which in turn can yield employment gains and contribute to 

the general economic health of a state, region or nation (Wolff & Pett, 2006).  Similarly, low 

performance could lead to firm failure or lack of growth and the negative economic effects of 

this scenario.  Due to the lack of resources most common with small firms, a better 

understanding of the factors contributing to their performance is beneficial (Acs, 1999).  
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While growth and development within SMEs is an important facet to maintain strategic 

advantage for these firms (Fay & Luhrmann, 2004), Grome (2003) noted that only 5-10 

percent (about 100,000 firms) of SMEs (in Australia) were actively engaged in growth 

strategies.   

The predominant dependent variable in the strategy literature is performance 

(Eisenhardt & Zbaracki, 1992).  However, researchers acknowledge that performance is a 

complex and multidimensional construct as firm performance may be reflected by financial 

outcomes, sales or market share or customer satisfaction among others (Carton & Hofer, 

2005).  For example, growth may be achieved by growing existing products, markets or by 

developing new ones and provide SMEs with momentum for market leadership and sales 

growth (Iansiti, 1995).  Additionally, growth is not necessarily related to profitability, as the 

two have been empirically shown to be distinct and varying elements of performance. 

Research suggests that most businesses start small and stay small (Bhide, 2000).  

Some businesses will not offer any productivity gains and therefore may have no significant 

potential for entrepreneurial growth.  However, this position is somewhat determined by the 

business owner if independence and economic stability are the drivers, then most small 

business owners remain satisfied with this accomplishment.  Continued profitability (and 

limited growth) is therefore considered successful.  These types of small businesses and 

SMEs have been dubbed “Mom and Pop” stores or “Lifestyle” businesses (Morris, 1994).   

While massive growth may not be the foremost goal of most small businesses and 

SMEs, for many firms this goal is the driving force and can shape the strategic decision-

making (Autio, 2005).  This strategic choice distinguishes high-growth companies and is 

often part of the initial vision but in some cases can come later.  However, as with many 

small ventures, uncertainty and vulnerability is rampant, as high-growth companies will often 

leverage capabilities to grow, extending early vulnerability (Bhide, 2000).  For example, 

there may be no proven business model or no established network of support, but high 

payoffs are the incentive.  Bhide (2000) likens this phenomenon in a small business to “with 

a lottery ticket attached”.     

Past research on performance and growth of firms has often centered on employment.  

Birch (1981; 1987) and Kirchoff (1992) found that most small firms created new jobs in the 

US.  Business survival is also a topic of research with regard to performance, but failure rates 

have been reported through many differing methods and the use of this measure has been 

called into question (Headd, 2003).  Thus growth has and can be measured on a number of 

different levels. 
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The future of SMEs can often depend on the strategic choices of one or a few 

individual managers, most commonly the entrepreneur owner-manager (Resvesz & 

Lattimore, 1997).  Thus, much of the past research in small business and entrepreneurship has 

centered on the individual owner/manager as having a strong influence on the functioning of 

the firm (Chaganti, Cook & Smeltz, 2002).  This centralized decision-making process is 

complicated further by the many differences among owner/managers, as small business 

owners often view the business as an extension of their own self-image (Fuller-Love, 2006).   

However, whether a business survives, grows or fails can also be the result of a 

variety of economic, political, socio-cultural, technological, industry and strategic factors 

(Ebert & Griffin, 2005).  While many of these factors may ultimately be out of the control of 

single entrepreneurs and managers, the process of choosing strategic alternatives required for 

growth in SMEs can be decisive (Audretsch, 2004).  Thus it appears a variety of elements 

combine to affect the outcome of SME success.  Storey (1994) categorized many of these 

commonly researched growth factors into three main groups: the entrepreneur, the firm, and 

strategic components.  He suggests that for a firm to achieve rapid growth, all of the 

components within these three areas need to be in the appropriate alignment.  While little 

consensus exists on the exact nature of the effect that these elements have on growth, it does 

illustrate a useful framework for understanding potential influencing factors on SME growth.  

The elements of this framework are shown below in Table 2.6. 

 

Table 2.6: Factors influencing growth in small firms 

 

The Entrepreneur The Firm Strategy 

Motivation Age Workforce training 

Unemployment Sector Management training 

Education Legal form External equity 

Management experience Location Technology 

Number of founders Size Market positioning 

Prior self-employment Ownership Market adjustments 

Family history Planning 

Social marginality New Products 

Functional skills Management recruitment 

Training State support 

Age Customer concentration 

Prior business failure Competition 

Prior sector experience Information and advice 

Prior firm size experience Exporting 

Gender  

 
Source: Storey (1994) 
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2.2.6 Summary 

 

The SME sector is an important contributor to both the Australian and US economies.  

Entrepreneurship is essential for the continued dynamism of modern economies such as 

Australia and the United States (Klapper, Laeven & Rajan, 2007).  The many factors 

identified that can contribute to SME outcomes suggest that these elements must be managed 

strategically for increased performance.  It is therefore important to understand the 

relationships between the resources available to SMEs and the strategic choices made to 

improve their performance and encourage growth.  The SME sector has important 

implications for policy-makers, business analysts and other users interested in the growth and 

performance of SMEs.  The following sections will present a comprehensive literature review 

relating to entrepreneurship, strategy, resources and the environment; concluding with 

general proposition development.     

 

2.3 Strategic entrepreneurship 

Research on the factors influencing performance in new and small firms in the 

entrepreneurship literature is becoming more extensive (Audrestch, 2004; Brush & Chaganti, 

1998; Autio, 2005; OECD, 2002).  As noted previously, an understanding of both 

entrepreneurship and strategy is widely viewed as a key to understanding organizational 

success and economic growth (Cornwall & Naughton, 2003; Hitt et al., 2001; Reynolds et al., 

2004; Sirmon & Hitt, 2003; Timmons, 2000).  However, in order to obtain a better 

understanding of strategic entrepreneurship, it is first necessary to consider the literature on 

both strategy and entrepreneurship, prior to explaining the focus of this research that 

specifically examines the relationship between these areas. 

Accordingly, this chapter presents an overview of research undertaken on 

entrepreneurship from a range of available perspectives.  The scope of this review is extended 

to address the topics of entrepreneurship, strategy and resources.  The final section provides a 

brief summary of the findings from the literature review, informing the direction of this 

research. 

 

2.3.1 Entrepreneurship research 

There is significant debate surrounding the search for a suitable definition of the term 

„entrepreneur‟ as scholars from multiple disciplines have categorized entrepreneurship using 

the logic and methodology derived from their own research areas (Jennings, 1994; Filion, 
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1997; Virtanen, 1997).  Achieving definitional rigor is necessary when discussing 

entrepreneurship, because without consistent definitions, issues relating to entrepreneurship 

cannot be properly debated (Chigunta, 2002).  Clearly stated and widely accepted definitions 

allow researchers to build upon previous work, allowing both practitioners and educators to 

nominate whether research findings are applicable to their situations (Busenitz et al., 2003).   

Research shows there are many interpretations as to the meaning of 

“entrepreneurship” and “entrepreneur” in the literature (Chigunta, 2002; Gartner, 1989; 

Shane & Venkataraman, 2000, Ucbasaran, Westhead & Wright, 2001), and this is usually 

characteristic of a field of research in its early stages (Aldrich & Baker, 1997).  As mentioned 

above, many researchers tend to interpret entrepreneurship from the perspective of their own 

discipline which contributes to a lack uniformity (Cunningham & Lischeron, 1991; Filion, 

1997).  However, this lack of clarity should not be viewed negatively, but rather as a 

difference, and these different perspectives may be useful in discussing different aspects of 

the entrepreneurial process (Cunningham & Lischeron, 1991; Filion, 1997). 

The term entrepreneur originates from the French word entreprenre, meaning „to 

undertake‟.  This has been examined in detail by academics, researchers and industry 

professionals.  However, to date there is still little consensus on the definition of 

entrepreneur, and the elements characterizing entrepreneurship (Busenitz et al., 2003; Grant 

& Perren, 2002; Hitt et al., 2001; Shane, 2003; Shane & Venkataraman, 2000).  Shane (2000) 

argues that the absence of a coherent and consistent conceptual framework for 

entrepreneurship is due to researchers considering only one part of the entrepreneurial 

process, rather than examining all aspects collectively.  Thus the question has remained what 

exactly is entrepreneurship? 

The Oxford Dictionary defines an entrepreneur as “a person who undertakes an 

enterprise or business without chance of profit or loss; a contractor acting as an intermediary; 

the person taking effective control of a commercial undertaking”.  Theories vary in their 

acceptance of the definition with respect to the different emphasis on aspects of 

entrepreneurial interpretation.  Such elements include the necessity of risk as a dominant 

aspect (Cantillion, 1755), representation or meaning of profit (Hawley, 1901), the 

significance of personal attributes (McClelland, 1962) or acquired (McMullan & Gillin, 

2001), and the importance of the environment and the opportunities presented therein (Acs & 

Audretsch, 2003). 

Early research examined the role of innovation within entrepreneurship (Schumpeter, 

1947).  Other research views entrepreneurship in terms of replacing obsolete product market 
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combinations with newer combinations that have greater profit potential (Higgins, 1959; 

Leibenstein, 1978).  Moreover, some researchers regarded the essence of entrepreneurship as 

alertness to unexploited profit opportunities (Kirzner, 1973) and as the process of creating 

value through assimilating unique packages of resources used to exploit opportunities 

(Stevenson et al., 1994). 

As entrepreneurship is widely recognized as a driver of economic growth it has 

gained attention from economic theorists.  Entrepreneurs have been described as those that 

identify business opportunities (Higgins, 1959; Kirzner, 1979), create enterprises (Oxenfeldt, 

1943) and take risks that observe a higher level of tolerance, enabling them to work in 

conditions of ambiguity and uncertainty (Buchanan & Di Pierro, 1980; Kihlstrom & Laffont, 

1979).  A meta-analysis of past definitions concluded that all past theories have included 

elements of innovation, uncertainty or some combination of these elements (Hebert and Link, 

1989). 

Recent research shows that entrepreneurship is closely associated with the start-up 

phase of a small business, as the process of identifying opportunities for which marketable 

needs exist and assuming the risk of creating an organization to meet them (Hatten, 1997, 

Shane, 2000).  Other definitions are more specific, separating small business from 

„entrepreneurial‟ firms; such as men and women who lead small companies that are based 

upon an innovative concept and are designed to grow quickly, averaging an annual rate of 15 

to 20 percent (KCEL, 2002).  An historical review of past research efforts in defining 

entrepreneurship through behavioral classifications has been made that synthesizes key 

attributes of entrepreneurs which include the assumers of risk, suppliers of financial capital, 

innovators, decision-makers, industrial leaders, managers, organizers of economic resources, 

enterprise creators, employer of factors of production, contractors, and resource allocators 

(Falcone, 2000).  The common thread found among many of these definitions is the idea that 

some sort of business enterprise is being created. 

Thus, in an effort to fully address the question of what defines entrepreneurship, a 

brief overview of the various schools of thought (which have evolved over the past 300 years 

from classical economists to contemporary psychologists) is detailed in the following section.   

 

2.3.2 Economic perspective of entrepreneurship  

Research as early as the 1700s associated entrepreneurs with capitalists, and profit 

was viewed as a reward for investing and risking capital, rather that strategic decision-making 

(Smith, 1776).  Cantillon (1755) contributed to the French school‟s view of entrepreneurs as 
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those trading for profit, and exercising judgment in the context of uncertainty.  Thus, a 

distinction was made between capitalists and entrepreneurs, by identifying entrepreneurs as 

risk-takers, who assume a level of risk that is unknown. 

Classical American economists in the 1800s viewed entrepreneurs as creators of 

wealth, and contended that profit represented return for ability, skill and talent.  The broad 

view of entrepreneurship was later narrowed by Hawley (1901) who argued that profit 

represented reward for effort and risk-taking.  Thus the concept of risk became a key element 

in these early definitions.  The Austrian school‟s view differed by identifying entrepreneurs 

as those who create economic change through their decision-making (Menger, 1892).  For 

example, Menger (1982) argued that while uncertainty may be faced by entrepreneurs, the 

element of risk is not essential.  He identified a number of situations where the activity is 

considered entrepreneurial, but risk is absent. 

Other early work distinguished entrepreneurs from capitalists through emphasizing a 

different type of risk.  Thus profit represented the return for entrepreneurial risk; which was 

termed uninsurable risk.  The entrepreneur was viewed as both a risk-taker and an innovator.  

By the end of the late 1800s, neoclassical economists were forming new and divergent views 

of entrepreneurship.  Marshall (1890) supported the view that entrepreneurs were innovators, 

and considered that profit represented payment of the entrepreneur‟s services; which involved 

developing a business and assuming risk.  Key attributes of leadership, judgment and 

knowledge were also associated with entrepreneurs. 

Knight (1921) extended the concept of risk to identify two elements: insurable and 

uninsurable risk, and associated profit from uninsurable risk with rapid economic change.  As 

such, he viewed entrepreneurs as those with an ability to organize others in uncertain 

situations, and the flexibility to act quickly.  Profit represented both payment for the ability 

and compensation for assuming risk.  Von Mises (1919) adopted a similar view with respect 

to uncertainty, and built on existing theory by describing entrepreneurs as individuals whose 

behavior both influences the future, and is influenced by their vision of it.  In his seminal 

work, Schumpeter (1934) proposed a slightly different view of entrepreneurship, which was 

outside the scope of general equilibrium model of classical economics.  He considered 

entrepreneurs as innovators, creating new activities and markets, whose role was to disturb 

the status quo.  In Schumpeter‟s views, surplus is directly attributable to the entrepreneur‟s 

productivity; and is not viewed as a reward for risk. 

Thus it seems economic theories of entrepreneurship are diverse, and at times 

conflicting.  While elements such as risk, innovation and reward are recurring themes within 
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the literature, consensus has not yet been achieved which would lead to a single 

comprehensive definition of entrepreneurship.  Accordingly, it is necessary to consider 

theories of entrepreneurship in other fields of research in an effort to gain further insight into 

this issue.  Such theories are considered in the following section. 

 

2.3.3 Alternative views of entrepreneurship 

Beyond the sphere of economics, entrepreneurship has also been examined for a 

number of other disciplines.  These perspectives include anthropology, history, psychology 

and sociology.  First, within the field of anthropology, Barth (1969) projected 

entrepreneurship as connecting two spheres in society, each with different values, and 

transferring between them.  Hence opportunity recognition is emphasized, which he suggests 

may also involve questioning and challenging some basic community values.  Thus, the 

notion of social as well as financial risk has emerged as inherent within an entrepreneur‟s 

actions. 

Economic findings primarily focus on the relationships inherent in entrepreneurial 

situations, rather that the individuals involved.  Within this context, particular emphasis was 

placed on examining the history of the industrial corporation (Chandler, 1990).  However, 

psychology studies on entrepreneurship have focused on personality traits and patterns of 

behaviors.  These studies identify entrepreneurs as risk-takers, who particularly display 

autonomy and a high need for achievement (McClelland, 1962). 

Research on entrepreneurship within the field of sociology has identified 

entrepreneurs as charismatic leaders whom others want to follow.  They are viewed as 

breaking the constraints imposed by established norms to create change (Weber, 1905).  

Weber (1905) examined the changing social values and subsequent acceptance of 

entrepreneurship over time within different cultural settings.  As research continues to 

examine the complexities of entrepreneurship, new aspects emerge, in an effort to provide a 

more complete and comprehensive understanding of the topic.  Such aspects include social 

entrepreneurship (Peredo & McClean, 2006; Sullivan Mort, Weerawardena, & Carnegie, 

2003), focusing on social rather than commercial outcomes; civic (Drucker, 1985) or public 

sector entrepreneurship (Bellone & Goerl, 1992; Shockley, Stough, Haynes & Frank, 2006) 

that examines the need for government organizations to behave similarly to private sector 

organizations (often termed intrapreneurship) (Pinchot, 1986). 

A further distinction is made in the literature regarding different aspects and levels of 

entrepreneurship.  Research at the individual level tends to focus on the nature and 
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characteristics of entrepreneurs, emphasizing skills used in discovering and identifying 

market opportunities (Kirzner, 1979; Shane & Venkataraman, 2000), and a need for 

achievement (McClelland, 1962).  Research at the organizational level, however, focuses on 

the attempt to foster entrepreneurship within organizations as a whole, examining 

entrepreneurial practices and strategies such as innovation, risk and proactivity (Covin & 

Slevin, 1989).  This is often referred to as entrepreneurial orientation and has been extended 

to a notion of strategic posture (Covin & Slevin, 1989). 

The distinction between entrepreneurship at different levels and within specific 

domains has resulted in conflicting perspectives and emphasis within the literature.  Table 2.7 

below is a brief summary of different perspectives found in the literature. 

 

Table 2.7: Different perspectives and emphasis within entrepreneurship literature 

 

Concept Author (s) 

All business Alvarez & Barney, 2007 

 Sonfield & Lussier, 1997 

 Stevenson & Jarillo, 1990 

 Drucker, 1985 

  

Firm level/large Dess et al., 1997 

 Morris & Kuratko, 2002 

 Hitt et al., 2001 

 Ireland et al., 2001 

 Eisenhardt, 2000 

 Miller, 1983 

 Ahuja & Lambert, 2001 

 Zahra et al., 1999 

  

Individuals McClelland, 1962 

 Mintzberg, 1973 

 Sexton & Bowman, 1984 

 Bhide, 1994 

 Gartner, 2001 

 Shane & Venkataraman, 2000 

 Hornaday & Aboud, 1971 

  

New/small business Glancey & McQuaid, 2000 

 Bolton & Thompson, 2000 

 Covin & Slevin, 1989 

 McClelland, 1961; 1962 

 Storey, 1994 

 
Source: Developed for this research 
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Specifically, Table 2.6 details the different foci taken by researchers in examining 

entrepreneurship.  While only a small proportion of the total research on entrepreneurship is 

reflected, it is clear that research has been conducted at both the individual and organizational 

level.  Thus, while numerous researchers view the different levels of entrepreneurship as 

distinct and separate (Gartner, 2001; Glancey & McQuaid, 2000; Hitt et al., 2001; Ireland et 

al., 2001), others such as Drucker (1985) and Sonfield and Lussier (1997) view that 

entrepreneurship does not differ within large corporations or small businesses.  This suggests 

that entrepreneurship is based on the same principles irrespective of the context.  Specifically 

Drucker (1985) contends: 

 

“it makes little or no difference whether the entrepreneur is a business or non-

business public service organization, not even whether the entrepreneur is a government or 

non-government institution.  The rules are pretty much the same.  In every case there is a 

discipline we might call entrepreneurial management (p. 165). 

 

Based on the wide variation of viewpoints presented above, it appears that the 

boundaries defining entrepreneurship are often blurred and inconsistent.  Both within the 

context of economic theory and beyond to fields such as psychology and sociology, there are 

often specific variations, and at times significant contradictions regarding the definition and 

scope of entrepreneurship.  Specifically, this research approaches the phenomenon of 

entrepreneurship from an organizational viewpoint.  As such, a firm-level unit of analysis 

will be utilized in this research. 

 

2.3.4 Entrepreneurship as a process 

The focus of entrepreneurship as a discipline from the perspective of entrepreneurial 

activity, is consistent with the view of entrepreneurship as a process (Bygrave & Hofer, 1991; 

Gartner, 2001; Low & Abrahamson, 1997; Morris & Kuratko, 2002; Venkataraman & 

Sarasvathy, 2001), and effectively addresses much of the debate and inconsistencies within 

the entrepreneurship literature regarding the appropriate manner in which to address and 

explain this phenomena (Gartner, 2001).  In particular, Gartner (2001) questions the diversity 

of entrepreneurship as a single discipline, and suggests that the analysis of specific areas 

(such as new business creation or family business) in the context of entrepreneurship is 

difficult.  Rather Gartner (1990) identifies the need for a framework to address the vagaries 

and inconsistencies of prior research, and suggests that the study of entrepreneurship 
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represents a process that provides that framework, while still accommodating the diversity of 

entrepreneurship in different contexts (e.g. small and large firms, social entrepreneurship, 

corporate entrepreneurship). 

Bygrave and Hofer (1991) suggested that the field of entrepreneurship should be 

viewed as a process.  Firstly, this approach has an advantage that the entrepreneurial effort 

can be broken down into distinct stages.  Although these stages may overlap or need to be 

revisited periodically, they tend to evolve in a logical progression.  This allows 

entrepreneurship to be conceptualized as a manageable event that can be pursued by anyone 

as opposed to a random event (Ucbasaran et al., 2001).  In addition, the entrepreneurial 

process can be applied within any organizational context, from start-up venture to an 

established corporation or social cause.  Moreover, the process model is sustainable, meaning 

that entrepreneurship can be ongoing at the individual or organizational levels (Morris, 

Kuratko, & Schindehutte, 2001). 

By adopting this approach the scope of entrepreneurship as a theoretical concept is 

significantly narrowed.  While some researchers (e.g. Glancey & McQuaid, 2000) 

accommodate a broad and encompassing view of entrepreneurship, many researchers who 

have undertaken a comparative analysis (e.g. Beaver, 2003; Carland, Hoy, Boulton and 

Carland, 1984; Sarasvathy, Simon, & Lave 1998) provide a comprehensive overview of the 

distinguishing features of entrepreneurship.  Such features include (among others), a focus on 

growth, and entrepreneurship is perceived as a strategic management process.  Returning to 

Drucker‟s (1985) contention that the concept of entrepreneurship is not bound by context, 

these elements should apply within any industry (or more broadly) any type of 

entrepreneurial activity. 

 

2.3.5 Boundaries for entrepreneurship 

Perhaps the question of what defines entrepreneurship is more clearly addressed by 

examining what entrepreneurship does not represent.  Throughout the literature, a number of 

distinctions have been made that have received broad acceptance regarding differences 

between entrepreneurs and individuals involved within small business activities. 

Entrepreneurship is often associated with new business creation (Glancey & 

McQuaid, 2000), small business management (Covin & Slevin, 1989), and the concept of 

owner and self-employment.  However, Carland et al. (1984) make a clear distinction 

between entrepreneurs and small business owners.  In their view, entrepreneurs are 

characterized by their principal purpose of profit and growth, innovative behavior and use of 
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strategic management approaches.  In contrast they identify small business owners as having 

personal goals as their principal motivation, where the business represents an extension of the 

individual, and innovation is not viewed as a key element.   

Similar distinctions are made by Beaver (2003) regarding risk-taking, innovation and 

strategic management activities with respect to entrepreneurs and small business owners.  

Moreover, Sarasvathy, Simon and Lave (1998) also adopt this viewpoint regarding the 

approach to risk assumed by entrepreneurs and bankers.  However, as suggested by Carland 

et al. (1984), the notion of risk as a distinguishing feature of entrepreneurs is perhaps 

contentious.  Although risk is widely referred to in entrepreneurship literature (Cantillion, 

1755; Hawley, 1901; Knight 1921), opposing studies suggest that risk is not specific to 

entrepreneurs (Brockhaus, 1980; Schumpeter, 1934).   

In particular, von Mises (1919) argues all economic decisions involve an element of 

risk and uncertainty.  Accordingly the question emerges as to what distinguishes the risk 

assumed by entrepreneurs from the risk assumed by others in business contexts.  Degree, 

size, extent, severity and insurability (Knight, 1921) have each been considered within the 

literature.  Sarasvathy et al. (1998) suggest the distinguishing feature may be a function of 

perception and management.  Specifically they argue that entrepreneurs see opportunities 

where others see risk, and effectively work towards managing that perceived risk.  Hence it is 

the perception of risk and perhaps a view of risk as acceptable or manageable which largely 

differentiates entrepreneurs from other individuals involved in the business. 

Early research focused mainly on the characteristics of the entrepreneur and 

investigated the effect of the entrepreneur‟s personality traits (intolerance of ambiguity, locus 

of control and risk-taking propensity), (for example McClelland, 1962; Pitt and Kannemeyer, 

2000).  However, recent research has demonstrated the relevance of strategic firm-level 

decision-making, such as business model adaption as crucial for SME performance and 

survival (Andries and Debackere, 2006).  Understanding strategies pursued by small 

businesses and new ventures can have a more direct influence on the performance of those 

firms (e.g. Gartner, 1990; Hitt et al., 2001; Sandberg, and Hofer, 1987). 

Thus the field of entrepreneurship appears to be continuously evolving and 

expanding.  As research understand the discipline in greater detail, the diversity of issues 

increase.  Richtermeyer (2003) attempted to converge the growing diversity of issues within 

the entrepreneurship research presented below in Table 2.8.    
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Table 2.8:  Emerging themes in entrepreneurship research 

 

Themes 

Culture/ethinicity International entrepreneurship 

Economic growth Internationalization/exporting & small 

business 

Education/learning Motivation/founder characteristics 

Entrepreneurship theory/practice Quality systems 

Ethics Resource-based view 

Family-owned businesses Social networks 

Finance Strategic planning/product development 

Firm performance/planning Supply chain management/distribution 

Gender Teams 

Human resources Motivation/founder characteristics 

Intrapreneurship Quality systems 

 
Source: Richtermeyer (2003) 

 

 

Based on this broad overview it appears relatively clear what an entrepreneur is not.  

Specifically, entrepreneurs may be distinguished from managers, small business owners and 

those simply involved in new business ventures. Similarly entrepreneurial activity may be 

distinguished from other business activity which involves a level of risk typically associated 

with any new venture, where the additional elements of opportunity recognition, innovation 

and rapid growth are absent.  Therefore, this research will approach performance through the 

lens of growth, those firms exhibiting increasing returns over time.  Thus, in view of the 

themes identified above, it is now possible to form a view of entrepreneurship based on these 

core principles.  This research supports the view that entrepreneurship focuses on growth, 

innovation, the perception of risk, and strategic management with different operational 

contexts.  

 

2.3.6 Proposed view of entrepreneurship 

A broad definition has the advantage over other definitions as it is applicable to any 

type of entrepreneurial activity, including for example, not-for-profit entrepreneurship.  One 

such widely used and accepted definition defines entrepreneurship as “…pursuit of 

opportunity without regard to resources currently controlled” (Stevenson et al., 1994, p. 5).  

This definition received strong support in the literature, (for example Kodithuwakku & Rosa, 

2002; Timmons, 1997), and will therefore be applied in this research.   
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Having established the key elements of entrepreneurship, the next stage in this 

literature review is to examine strategy and its relationship to entrepreneurship and identify 

their point of intersection (strategic entrepreneurship) in the following section. 

 

2.4 Strategy research 

For firms to successfully identify and exploit entrepreneurial opportunities, they need 

to act strategically (Hitt & Ireland, 2002).  While the literature on strategy is both extensive 

and diverse, this section provides an overview, before examining it in more detail in the 

context of entrepreneurship.  This includes the emergence of entrepreneurial elements within 

strategy and the intersection of the two constructs, that is, strategic entrepreneurship.  

 

2.4.1 The concept of strategy 

The term strategy commonly refers to the plans, objectives and long term goals of an 

organization (Chandler, 1962).  Other research indicates strategy as establishing direction 

(Mint berg, Ahlstrand & Lampel, 1998); purposeful action (Drucker, 1985); and fit both 

between the organization and external environment (Porter, 1996).  Mintzberg and Waters 

(1982) acknowledge the complexity of strategy in suggesting it is a “vague concept called 

strategy” (p. 465).  However, they suggest that this complexity is essentially a combination of 

objectives both deliberate and emergent which produce the actual or realized strategy of an 

organization.  Therefore, it appears that over time the complexity of strategy has been 

acknowledged and addressed from a variety of perspectives similar to entrepreneurship. 

A closer examination of the term „strategy‟ reveals it is characterized by the advanced 

determination of actions which are consciously and purposefully developed (Mintzberg, 

1987).  In addition, Porter‟s (1996) concept of strategy also focuses on the notion of position, 

referring to strategy as creation of a unique and valuable position.  He argues that the essence 

of strategy is performing activities in a manner different to that of competitors through 

choosing a novel, distinctive position in the market and making a conscious decision 

regarding trade-offs in order to achieve fit, and create sustainable competitive advantage. 

Alternatively, Chandler‟s (1962) definition of strategy encompasses notions of both 

strategy and management, including long-term goals and objectives of an enterprise, the 

adoption of courses of action, and the allocation of resources.  The reference to resources in 

this description indicates the process aspect to strategy; which relates to implementing and 

enacting an approach as the means to an end.  Chandler‟s definition of strategy is an 

encompassing one, which incorporates elements of strategy projected by others such as 
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Mintzberg (1987) and Porter (1996).  From the early works of Ansoff (1965) detailing the 

nature of strategy, to more recent studies of Brown and Eisenhardt (1998) portraying strategy 

as structured chaos, Chandler‟s definition continues to capture the essence of strategy and 

represents the basis on which may other theories of strategy are formed. 

Within the different perspectives of strategy, various elements emerge which coincide 

with entrepreneurship.  Porter (1996) identifies differentiation through product innovation 

and cost leadership through process innovation as generic strategies.  Furthermore, Prahalad 

and Hamel (1990) highlight the importance of flexibility and vision.  Thus commonalities 

within the entrepreneurship and strategy concepts have merged, which has established a clear 

stream of research focusing on entrepreneurship within the broader discipline of strategy. 

In recent years a growing body of research has focused specifically on 

entrepreneurship within the context of strategy.  Thus, the literature on entrepreneurial 

strategy represents a distinct segment of strategy literature comprising specific strategies and 

typologies, supported by previous research by McDougall and Robinson (1990); Johnson and 

Van de Ven (2002); McCarthy and Leavy (1999) and Sonfield and Lussier (1997).  The main 

element of entrepreneurial strategy research is summarized below. 

McDougall and Robinson (1990) examined the types of competitive strategy 

entrepreneurs commonly adopt and identified eight different archetypes, ranging from limited 

growth in niche markets to aggressive growth in multiple markets.  Johnson and Van de 

Ven‟s (2002) work focused on variations of entrepreneurial strategy to identify four different 

models with different mindsets: opportunity recognition, achievement of legitimacy, fit and 

competitive advantage.  They contend that entrepreneurial firms identify opportunity through 

early market entry and searching for unpopulated niches or gaps in the market.  Johnson and 

Van de Ven (2002) extend this model through suggesting that opportunity recognition can be 

viewed as a strategic resource.  This suggests the entrepreneurial strategy involves not only 

recognizing opportunities, but also the potential value of available resources. 

More consistently researchers take the view of a single entrepreneurial mindset, which 

is often characterized by focusing on niche strategies (Wickham, 1998), innovation (Morris & 

Kuratko, 2002) and quality (Dollinger, 1995).  McCarthy and Leavy (1999) propose a slightly 

different typology, focusing on the personality traits of an entrepreneur, and the resulting 

influence that individuals have on the formation of strategy.  As such, the innovative, risk-

bearing individuals are likely to adopt creative, risk-assuming strategies.  In addition, risk is 

viewed as a key element within the research of Sonfield and Lussier (1997), which identifies 

a number of entrepreneurial strategies using high-low variants of risk and innovation. 
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Additional studies in this area have identified similar elements as central to successful 

entrepreneurial strategy.  These include the importance of breadth and vision, leading to 

growth (Feeser & Willard, 1990); the transformation of old industries through innovation to 

create value (Rae & Carswell, 2001); and innovation and competitive attitude (Roberts, 

1999).  Recent research has included opportunity-seeking and advantage-seeking behaviors 

as critical to strategic entrepreneurship (Ireland, Hitt & Sirmon, 2003) and innovation that 

extends beyond firm boundaries (Ketchen, Ireland & Snow, 2007).  Table 2.9 summarizes the 

contributions to the entrepreneurial strategy literature, highlighting various elements. 

 

Table 2.9: Elements within entrepreneurial strategy 

 
 

 

Year 

 

Element Author(s) 
 

2007 Collaborative innovation Ketchen et al., 2007 

2003 Opportunity and advantage-seeking behaviors Ireland et al., 2003 
 

2002 Innovation Morris & Kuratko, 2002 

 Four models of entrepreneurial strategy Johnson & Van de Ven, 2002 

 Entrepreneurial strategies with risk and innovation Sonfield & Lussier, 2002 

2001 Transformation of old industries to create new value Rae & Carswell, 2001 

 Strategy process Zahra & Dess, 2001 

1999 Innovation and competitive attitude Roberts, 1999 

 Single entrepreneurial mindset, quality focus Dollinger, 1999 

 Entrepreneurial strategies with creativity and risk McCarthy & Leavy, 1999 

1997 Single entrepreneurial mindset, focus on niche Wickham, 1997 

1990 Types of strategies entrepreneurs adopt McDougall & Robinson, 1990 

 Breadth of vision, leading to growth Feeser & Willard, 1990 

 

Source: Developed for this research 

 

Therefore a focus on entrepreneurship within the discipline of strategy begins to 

emerge.  These perspectives reinforce the commonalities of entrepreneurship and strategy as 

related disciplines, while highlighting strategy as a multi-faceted construct, with 

entrepreneurship seen as only one of the many foci within that construct.  Overall, the 

literature has progressed from an association of entrepreneurship with small business and new 

business creation (Covin & Slevin, 1989), to an emphasis on process within businesses of all 

sizes (Miller, 1983).  Further developments in identifying and developing the relationship 

between strategy and entrepreneurship are considered in the following section, as a prelude to 

a detailed discussion of the concept strategic entrepreneurship.  
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2.4.2 The relationship between strategy and entrepreneurship 

As detailed in the previous sections, the development of strategy and entrepreneurship 

reveals a clear relationship between the disciplines.  More recently, research has focused on 

identifying the specific relationship between the two.  Consequently, there are a number of 

different views regarding the conceptualization of the relationship between these two areas.  

Researchers such as Michael, Storey and Thomas (2002) view entrepreneurship and strategy 

as a naturally embedded concept, while others such as Bird (1988) consider it important to 

distinguish between the two.  Hitt et al. (2002) takes a similar but moderate view, presenting 

the two fields as somewhat related but distinctive in nature. 

Bhide (1994) highlights the importance of combining the two, and suggests that one 

of the key strengths of entrepreneurs is their ability to identify and act upon opportunities, 

without resorting to extensive research.  Rather, a more efficient approach is typical, which 

involves a balance of analysis, judgment and intuition an entrepreneurs cannot alone rely on 

innovation and market anticipation.  Hence there is a need for both creativity and the strong 

execution of skills, something Bhide refers to as “the edge” (p. 149). 

The notion of competing on the „entrepreneurial edge‟ is extended by Eisenhardt, 

Brown and Neck (2000) who suggest that strategic management within an entrepreneurial 

organization is similar to a „balancing act of chaos‟.  The numerous demands of entrepreneurs 

and managers to identify and focus on opportunities, addressing any staffing or financial 

issues often experienced by growing organizations, and maintaining and increasing profile in 

the marketplace, represent the complex and often chaotic environment in which an 

entrepreneurial venture exists and operates. 

According to Eisenhardt et al. (2000), the alternative to the entrepreneurial venture is 

the structured, controlled, inflexible and risk-averse organization, which does not easily adapt 

to change.  In contrast, an entrepreneurial venture operating in a context of chaos, has neither 

the structure nor mechanisms to coordinate change.  As such, Eisenhardt et al. (2000) suggest 

that the ideal position lies between the two extremes, which they refer to as the „edge of 

chaos‟.  These authors also identify a need for comparable balance regarding decision-

making contrasting the slow, inflexible processes typically associated with bureaucratic 

organizations; and the rushed, impulsive decision processes associated with entrepreneurial 

ventures, which often focus on the future without regard for past events.  Again the ideal 

position is between the two, which Eisenhardt et al. (2000) refer to as the „edge of time‟.  The 

balance between the extremes is similar to the concepts forwarded by Miller and Friesen 

(1982) in their contrasting view of entrepreneurial organizations and conservative firms.    
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Bettis and Hitt (1995) also examine the concept of the environment, and in particular 

the notion of on-going change in a competitive landscape.  They suggest the task of 

addressing this change requires an ongoing review of the factors which facilitating 

competitive advantage.  New industries and markets, rapid changes in technology and 

consumer expectations, issues of increased efficiency, reduced product life cycles, and 

globalization; all indicate that the elements which facilitated competitive advantage within 

the former landscape are no longer sufficient.  Hitt and Reed (2000) reinforce the notion of 

rapid change and innovation as characteristic of the new competitive landscape, subsequently 

referring to it as an entrepreneurial landscape. 

Meyer and Heppard (2000) further build on this concept, and introduce the notion of 

entrepreneurial strategy as the new dominant logic in organizations.  The term dominant logic 

refers to the manner in which an organization identifies and interprets information and 

formulates strategy.  With strategic entrepreneurship accepted as the dominant logic, firms 

are viewed and positioned to focus on opportunities, balance structure with flexibility and 

establish and maintain competitive advantage during continuous change.  Thus the concept of 

combining strategy and entrepreneurship, emerge as a key tool for both organizational 

survival and growth. 

Venkataraman and Sarasvathy (2001) contend that while entrepreneurship and 

strategy are two fields which have developed largely independent of one another, they remain 

closely related, or “two sides of the same coin” (p. 651).  Specifically these authors compare 

entrepreneurship without strategy as tantamount to Romeo without a balcony.  Hence an 

added emphasis emerges on innovation and opportunity through discovery, recognition and 

creation.  This association between strategy and entrepreneurship is what Meyer, Neck and 

Meeks (2002) refer to as the creation-performance relationship.  It can be observed that the 

focus of entrepreneurship has emerged within the discipline of strategy, and an overview of 

the development of the literature is summarized in Table 2.10 below: 
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Table 2.10:  The development of entrepreneurship within the strategy discipline 

 
Date Concepts      Authors 
 

2007 Exploitation/exploration, continuous innovation  (Ireland & Webb, 2007) 

Exploitation and exploration    (Ketchen et al., 2007) 

2005 Entrepreneurial orientation    (Dess & Lumpkin, 2005) 

 Intersection of entrepreneurship and strategy   (Ireland et al., 2003) 

 Entrepreneurship and strategy relationship/performance (Meyer et al., 2002) 

 Entrepreneurial intensity     (Morris & Kuratko, 2002) 

 Intersection of entrepreneurship and strategy (revised) (Hitt et al., 2001) 

Entrepreneurship and strategy as two sides of coin (Venkataraman & Sarasvarthy, 

2001) 

 Innovation and competitive attitude    (Roberts, 1999) 

 Single entrepreneurial mindset, quality focus   (Dollinger, 1999) 

 Entrepreneurial strategies with creativity and risk  (McCarthy & Leavy, 1999) 

 

2000 Entrepreneurial strategy as new dominant logic   (Meyer & Heppard, 2000)  

 Entrepreneurial edge: strategy in entrepreneurial firms (Eisenhardt et al., 2000) 

 Entrepreneurial orientation    (Lyon et al., 2000) 

 Entrepreneurial strategy making    (Dess et al., 1997) 

 Entrepreneurial orientation (revised)   (Lumpkin & Dess, 1996) 

 

1995 “The edge”; creativity and strong execution skills   (Bhide, 1994) 

 

1990 Entrepreneurial strategy (proactive, innovative, risk)  (Covin & Slevin, 1989) 

 

1985 Entrepreneurial management    (Drucker, 1985) 

Entrepreneurial process in different firms   (Miller, 1983) 

Model of strategic process     (Burgelman, 1983) 

Conservative vs entrepreneurial firms   (Miller & Friessen, 1982) 

Entrepreneurial strategy-making    (Mintzberg & Waters, 1982) 

 

 1980 Innovator and entrepreneurial firm w/archetypes  (Miller & Friessen, 1977) 

  prospector firms      (Miles & Snow, 1978) 

 

1975 Entrepreneurial strategy-making    (Mintzberg, 1973) 

 Entrepreneurship with a strategic intent   (Frolich et al., 1972) 

 
 

Source: Developed for this research 

 

According to Ireland et al. (2001), the association between entrepreneurship and 

strategy is identified through six key domains which are relevant to strategy and 

entrepreneurship.  They suggest that activity in these areas can be jointly classified as both 

entrepreneurship and strategy.  Hence the intersection of strategy and entrepreneurship.  

Essentially, the study of strategic entrepreneurship involves the combination of actions 

distinctly entrepreneurial or “entrepreneurial action with a strategic perspective” (Hitt et al., 

2001 p. 480).  This concept may be viewed as an extension of entrepreneurial strategy-

making, being a mode of strategy which integrates multiple strategies with each other and the 

external environment (Mintzberg & Waters, 1982),  and encompassing an entrepreneur‟s 
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ability to make quick decisions in a changing environment (Bird, 1988).  Specifically 

Mintzberg and Waters (1982) characterize entrepreneurial strategy-making by its degree of 

deliberateness, clarity, vision and flexibility to allow that vision to change.  Bird (1988) 

reinforces the concept of vision within strategic entrepreneurship by identifying a focus on 

the present with a vision of the future.  Similarly, Eisenhardt et al. (2000) reinforce flexibility 

within the notion of a chaotic and uncertain environment. 

Based on the concept of managing chaos, Eisenhardt et al. (2000) propose six 

fundamental processes in order to make entrepreneurship a standard strategic practice.  These 

processes include improvisation, co-adaptation or collaboration, patching, regeneration, 

experimentation and time-pacing.  Therefore, this process is therefore considered essential for 

continued growth and is referred to as structure without constraint. 

Eisenhardt et al.‟s (2000) six process framework is similar to the six domains of 

strategic entrepreneurship identified by Ireland et al. (2001), as they attempt to develop 

strategic entrepreneurship as a distinct field of study.   In particular, they identify innovation 

(creating and implementing ideas), networks (providing access to resources), 

internationalization (adapting quickly and expanding), organizational learning (transferring 

knowledge and developing resources), growth (stimulating success and change), top 

management teams and governance (ensuring effective selection and implementation 

strategies).  These domains were subsequently revised by Hill et al. (2001) to include external 

networks and alliances, resources and organizational learning, innovation and 

internationalization; as they developed the notion of strategic entrepreneurship as both a field 

of study and a specific concept.  Ireland and Webb‟s (2007) and Ketchen, Hult & Slater‟s 

(2007) models analyze strategic entrepreneurship with more a more directional focus, and 

emphasize elements such as exploration and exploitation, and collaborative innovation.  Each 

of these frameworks is summarized in Table 2.11 below: 
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Table 2.11: Comparison of strategic entrepreneurship frameworks 

 

Key themes 
Eisenhardt et al. 

(2000) 

Hitt et al. 

(2001) 

Ireland et al. 

(2003) 

Ireland & 

Webb (2007) 

Ketchen et 

al. (2007) 

Improvisation & 

innovation 

- Operate with 

flexibility 

- Opportunity to  

innovate 

- First mover 

advantage & 

differentiation 

- Developing 

innovation 

- Application of 

creativity 

- Continuous 

innovation 

- Collaborative 

innovation 

Collaboration / 

networks & 

alliances 

- Sharing or pooling 

resources 

- Synergy facilitating 

growth 

- Access to 

resources 

- Complementary 

resources 

 

 

- Variations in 

alliances, 

mergers & 

acquisitions 

 

Renewal / 

Regeneration 

- Continuous & 

incremental change 

- New opportunities 

& addressing gaps 

 

   

Experimentation & 

organizational 

learning 

- Try new concepts 

- Learn from failure 

- Generate 

knowledge 

- Entrepreneurial 

mindset 

- Recognizing 

opportunities 

- Organizational 

structure 

- Accepting 

uncertainty & 

failure 

- Balance of 

opportunity-

seeking & 

advantage 

seeking 

behavior 

Internationalization  

- Enhances 

entrepreneurial 

opportunity 

- Adapt quickly 

- Expansion 

  

Growth   

- Managing 

resources  

strategically 

  

Top management 

& governance 
  

- Culture 

- Leadership 

 - Mindset for 

widening 

capabilities 

Resources  

- Capabilities & 

sustainable 

competitive 

advantage 

- Flexibility in 

using appropriate 

resources 

- Emphasis on 

R&D, 

exploration & 

exploitation 

 

 

 

 

 

 

This table presents a summary of prominent models put forth in the strategic 

entrepreneurship literature.  A key commonality exists in particular areas: innovation, 

networks and experimentation or learning.  As highlighted by Table 2.11, Hitt et al.‟s (2001) 

revised model emphasizes the importance of a key element for this research, that is, the 

critical role of resources. 

Research by Ireland, Hitt and Sirmon (2003) introduced a significant change in the 

direction of strategic entrepreneurship.  This change in direction represents a dramatic shift in 

the perception of strategic entrepreneurship and addresses many of the concerns identified in 

previous research.  While it included previous theories (e.g. importance of wealth creation; 

Source: Developed for this research 
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the relationship between growth, wealth creation and competitive advantage), there are also 

significant differences.  Specifically, an entrepreneurial mindset is described as one 

encompassing insight, alertness and flexibility used in the allocation of appropriate resources.  

Entrepreneurial culture and entrepreneurial leadership are referred to as a state which fosters 

and supports the search for entrepreneurial opportunity; so innovation and creativity are 

expected.  Strategic management of resources involves the management of financial, human 

and social capital; while the application of creativity in developing innovations is referred to 

as identifying novel combinations to achieve both radical and incremental innovation.  The 

integration of these dimensions results in wealth creation (Ireland et al., 2003).  An overview 

of these dimensions and components is presented in Table 2.12. 

 

Table 2.12: Ireland et al.’s (2003) model of strategic entrepreneurship 

 

Dimensions of 

strategic 

entrepreneurship 

Components of each dimension 

 

Details of components 

Entrepreneurial 

mindset 

-Recognition of opportunity 

-Real options logic 

-Entrepreneurial framework 

-Insight & alertness 

-Flexibility in use of resources 

-Setting goals, acting on opportunities 

Entrepreneurial culture 

& leadership 

-Shared values & assumptions 

-Innovation & creativity expected, learning 

& risk-taking encouraged 

-Nourishment of entrepreneurial activity 

-Protection of innovations threatening 

business model 

-Making sense of opportunities 

-Questioning the dominant logic 

-Linking entrepreneurship and strategy 

-Innovation, risk-taking & change are opportunities 

-Change viewed as opportunity 

-Vision, emphasizing creativity & strategic 

management of resources 

Encouraging innovation 

-Communication the value of opportunities, 

challenging the status quo 

-Evaluating existing business positions 

-Developing a culture to manage resources 

strategically and entrepreneurially 

Managing resources 

strategically 

-Structuring the resource portfolio 

-Bundling resources 

-Leveraging capabilities 

-The process of acquiring/disposing of resources  

-Combining resources as required to recognize & 

exploit opportunities 

-Maximizing the effect of resources through the 

coordination of resources and strategic decisions 

Applying creativity & 

developing innovation 
-Identifying novel combinations 

-To achieve both incremental and radical 

innovations 

 
Source: Adapted from Ireland et al. (2003) 

 

 

Based on the broad range of elements associated with strategic entrepreneurship in the 

literature, a more concise focus on the current research has emerged.  Ireland et al.‟s (2003) 

general principles suggest a balanced view of strategic entrepreneurship and growth is 

presented as a direct outcome of the model.  This model of strategic entrepreneurship 
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provides the most complete support for the elements recognized as fundamental to 

entrepreneurship and the intersection of entrepreneurship with strategy.  Importantly, Ireland 

et al.‟s (2003) model provides evidence for the notion of managing resources strategically.  

That is, activities such as the acquisition, bundling, disposing and leveraging of resources to 

exploit opportunities.  It is in this specific area that provides the current research‟s‟ 

contribution.  The following section includes specific areas of investigation within the 

framework of strategic entrepreneurship based on the theoretical position of the Resource-

Based View (Barney, 1991), and is presented next. 

 

2.5 Resource-Based View (RBV) 

Prior research has forwarded a case for the appropriateness of the resource-based view 

(RBV) in understanding the performance of firms (Barney, 1991; Dollinger, 1995; Penrose, 

1959; Rotefoss, 2001; Wernerfelt, 1984) and the strategic behavior of new firms (Bergmann 

Lichtenstein & Brush, 2001; Brush et al., 2001).  The strategic importance of a firms‟ 

resources is the foundation of the RBV (Brush & Chaganti, 1999) and there is 

acknowledgement that entrepreneurship is an intricate part of the resource-based framework 

(Connor, 1991; Rumelt, 1987).  However, while the RBV has been utilized in strategic 

research, the connection between RBV and entrepreneurship has not been fully investigated 

(Carmeli & Tishler, 2004; Chandler & Hanks, 1994).   

Researchers have previously interpreted „resources‟ as a term generally used to refer 

to organizational inputs and processes (Amit & Shoemaker, 1993).  Barney (1991) suggested 

that resources should be leveraged to create competitive advantage.  Therefore, while the 

resource profile of the firm may be important to firm performance, these resources must also 

be integrated and deployed effectively (i.e. through an appropriate strategy) to achieve a 

competitive advantage (Hitt, Ireland & Hoskisson, 2001).  In particular, its resources must be 

managed to increase the difficulty for competitors to imitate or develop substitutes for these 

resource bundles (Sirmon & Hitt, 2003).   

Barney (1991) described four key characteristics necessary for resources to provide a 

sustained competitive advantage.  First, it must be valuable, in the sense that it exploits 

opportunities and/or neutralizes threats in the firms environment; second, it must be rare 

among a firm‟s current and potential competition; third, it must be imperfectly imitable; and 

fourth, there cannot be strategically equivalent substitutes for this resource that are valuable 

but neither rare or imperfectly imitable.  The relationship between resources and performance 
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suggested by the RBV has received a majority of support in the literature (for example Brush 

& Artz, 1999; Hitt et al., 2001; Miller & Shamsie, 1996) 

Barney (1991) considers firms as a bundle of resources, and that different firms are 

endowed with different resource bundles (known as resource heterogeneity).  This is a basic 

condition of the theoretical framework and it assumes at least some resource bundles and 

capabilities are heterogeneous across firms (Barney, 1991; 1997; 2001).  However, 

heterogeneity is necessary but not sufficient for sustainable advantage.  For example, a firm 

can have heterogeneous assets and these assets will generate short-term advantage but only 

until the time at which they are copied by competitors.  Barney‟s (1991) conceptual model is 

interpreted in Figure 2.2 below. 

 

Figure 2.2: Barney’s Conceptual Model 

 

 

 

 

 

 

 

 

 

 

 

 
 

 

 

 

 

Source: Barney (1991; 1997) 

 

 

 

Wernerfelt (1984) suggests that rather than looking to market characteristics to infer 

which resources are required by a firm to succeed, the resources that the firm possesses 

should be used to determine which industries are most suitable.  Resources are inputs into a 

firm‟s production process and can be knowledge-based (intangible) or property-based 

(tangible).  These bundles may provide competitive advantage to the extent that they are 

valuable, rare, inimitable and not easily substituted.  According to this perspective, the 

entrepreneurial process is one in which the venture outcome is (to a large extent) determined 

by the nature of the resources the firm is able to acquire (Dollinger, 1999).  This is generally 
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referred to as the resource-based view or RBV (Barney, 1991; Wernerfelt, 1984) but also 

more recently as resource-based theory (Peteraf & Barney, 2003).   

Penrose (1959) hypothesized that a businesses‟ resource base influences its 

diversification pattern.  Overall diversification may rely on the types of resources that are 

available (Chatterjee & Wernerfelt, 1991), and competitive pressures requiring firms to 

change their mix of resources to create new opportunities (Penrose, 1959; Porter, 1980).  

Some scholars suggest that the interface between the RBV and entrepreneurship research is 

interwoven as the unit of analysis is exactly the same (resources).  In particular both tangible 

and intangible resources are treated in the same vein as strategic capabilities (Alvarez & 

Busenitz, 2001).  They argue that the integration of these resources address the distinctive 

domain of entrepreneurship. 

Certain business environments can erode resource values over time if they are not 

protected or upgraded (Bettis & Hitt, 1995).  Therefore firms must continuously update 

resources requiring the evaluation, selection, and possible discarding of resource (Lei, Hitt & 

Bettis, 1996).  This resource inventory is similar to the inventory of raw materials, changing 

and constantly evolving as amounts and market fluctuations change their value (Sirmon & 

Hitt, 2003).  Thus, firms begin the management of resource inventory as they manage the 

inventory of resources. 

Recognizing that organizations are complex entities, researchers often describe and 

analyze them as systems of interdependent elements, such as resources, activities, policies, 

etc. (see for example Porter, 1996; Rivkin, 2000; Siggelkow, 2002).  What becomes 

problematic with this approach is that measuring core resources and their effect on 

performance is often difficult (for example Hoskisson, Hitt, Wan, & Yiu, 1999; Robbins & 

Wiersema, 1995), this is particularly true when attempting to estimate the effect of a large set 

of resources with many interactions.  There are few quantitative studies that demonstrate how 

several core elements, independently (or together), enhance firm performance (Carmeli & 

Tishler, 2004). 

Additionally, research on resources has been challenged doubting the predictive 

power of the RBV without strategic involvement (Barney & Arikan, 2001, Mahoney & 

Pandian, 1992; Priem & Butler, 2001).  Firms build competitive advantage by utilizing 

unique sets of resources and strategies (Barney, 1991; Wernerfelt, 1984), while strategies are 

the ways firms relate with their environment (Porter, 1985), resources enable firms to first 

conceive and implement strategies (Barney, 1991).  Small firms often face constraints in their 
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access to and control over resources, and weaknesses in resource bundles limit the range of 

available strategic alternatives (Sandberg & Hofer, 1987; Porter, 1985).  

Generally RBV research has employed a single major factor (resource) to explain 

variations in firm performance, which will often consist of a single measure.  In addition, 

research that applies core concepts of the RBV and tests the effect of strategic elements on 

firm performance are rare (Carmeli & Tishler, 2004).  However, in recent years there has 

been an increasing number of empirical studies relating to the RBV (see Barney, 2001), and 

this area should benefit from additional research especially in the context of small business.   

 

2.5.1 Resource categories  

In classical economics, firm resources were classified as one of three types: financial, 

human and land (Hunt & Morgan, 1995).  However, recently there has been a proliferation in 

nominated resource categories, often seeing a firm as the combination of accumulated 

tangible and intangible resource stocks, which are owned or controlled by the firm and 

converted into products or services, through a variety of bonding mechanisms.  These stocks 

can be described as internal attributes of the firm including assets, capabilities, processes, 

routines and knowledge that are tied semi-permanently to the firm or controlled by it 

(Barney, 1999; Dierickx & Cool, 1989; Wernerfelt, 1984).  Several categories exist that have 

been suggested in the literature; including financial (size and type of capital), physical 

(location, plant, access to raw materials, transportation, etc.), human, technological, 

reputational, organizational, social and knowledge-based resources (Amit & Schoemaker, 

1993; Chatterjee & Wernerfelt, 1991; Hofer & Schendel, 1978; Wiklund & Shepherd, 2003).  

Brush, Green and Hart (2001) suggest that the degree of complexity involved with 

resources is best represented along a continuum; ranging from simple to complex.   Simple 

resources are tangible, discrete and property-based, while complex resources are intangible, 

systematic and knowledge-based in nature (Brush, Green & Hart, 2001).  Resources can also 

be classified by their application to the production process, ranging from utilitarian to 

instrumental.  Utilitarian resources are applied directly to the productive process or combined 

to develop other resources; such as physical resources including machinery or office space.  

Alternatively, instrumental resources are used specifically to provide access to other 

resources; such as financial resources for people or equipment (Penrose, 1959).   

Verdin and Williamson (1994) defined five broad resource classes including customer 

assets (e.g. customer loyalty), channel assets (e.g. channel access or distributor loyalty), input 

assets (e.g. finance or factor market knowledge), process assets (e.g. technical knowledge of 
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functional experience) and market knowledge assets (e.g. competitor behavior).  The degree 

to which firms are dependent on the five resource classes can vary over time and thus, the 

strategic importance of these classes will vary over time.  Miller and Shamsie (1996) have 

made a distinction between property-based and knowledge-based resources.  Property based 

resources are protected by property rights (e.g. patents or contracts) implying high 

controllability, whereas knowledge-based resources are protected from imitation by 

knowledge barriers, such as high investment in research and development. 

Much of the literature on resource categories fall into two distinct classifications 

involving tangible and intangible aspects.  Tangible resources typically refer to input 

resources, and can include elements such as facilities, raw materials, equipment, location, 

finances and technology; among others (Wiklund & Shepherd, 2003).  Technological 

resources are often a key to success in high technology industries, where they may determine 

the type and quality of products the firm‟s offers and influence the scope of operations. 

(Autio, Yli-Renko & Salonen, 1997; Brush, 1995).  However, research suggests that tangible 

resources have less importance than intangible resource stocks due to their tendency to be 

more easily imitated (Amit & Schoemaker, 1993; Barney, 1991; Grant, 1996; McEvily & 

Chakarvarthy, 2002; Sirmon & Hitt, 2003).   

Intangible resources are knowledge-based and are integral to the ways in which firms 

combine and transform tangible input resources (Galunic & Rodan, 1998).  Intangible 

resources may be particularly important for promoting sustainable competitive advantage 

because they are difficult to imitate, thus facilitating differentiation (McEvily & 

Chakarvarthy, 2002).  Therefore they play an essential role on the firm‟s ability to be 

entrepreneurial and improve venture performance (Galunic & Eisenhardt, 1994; McGrath et 

al., 1996).   

Intangible resources may include elements such as human capital, social capital (such 

as networking abilities), organizational culture and knowledge base and various elements 

unique to an organization.  Generally intangible resources tend to be less flexible (Chatterjee 

& Wernerfelt, 1991), hard to accumulate and not easily transferred and can affect multiple 

users at the same time (Itami, 1987).  Teece (2000) suggests that a firms‟ superior 

performance depends on its ability to defend and use the intangible assets it creates.  In 

support of this, Hitt et al., (2001) suggest that „intangible resources are more likely than 

tangible resources to produce a competitive advantage‟ (p. 14).  Similarly, Canals (2000) 

states that „as the industrial society becomes a services society, where knowledge and 
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information are the mainstays of business growth, the importance of intangible resources will 

come increasingly to the forefront‟ (p. 118). 

Intangible resources also have the potential to create additional value when integrated 

with the acquiring firm‟s bundle of resources thereby creating more value.  Therefore, even 

resources that are obtained for full market value have an increased value to the firm when 

integrated with existing resources (Sirmon & Hitt, 2003).  This is especially true of for 

intangible resources as they are most valuable when bundled with complementary resources 

(Carpenter, Sanders & Gregersen, 2001). 

Therefore, as research suggests that intangible elements have strategic importance for 

the viability of an organization, this research will focus primarily on intangible resources and 

their effect on firm performance.  These intangible resources include human capital, social 

capital, organizational resources and knowledge-based resources.  Additionally, due to the 

extent of literature focused on financial resources and their perceived importance to emerging 

and smaller-sized firms (see Gundry & Welsch, 2001; Harding & Cowling, 2006; Sohl, 

1999), this resource will also be included in the initial model to be investigated.  The 

following sections will detail the resource categories utilized in this research. 

 

2.5.2 Financial resources  

The acquisition of capital has traditionally been one of the most difficult aspects of 

launching and growing a firm as a lack of financial resources can lead to cash flow shortages 

and failure (Brigham & Gapenski, 1999; Hindle & Wenban, 1999).  Entrepreneurs are often 

wealth-constrained, and need to obtain outside financing in order to continue the pursuit of 

their opportunities, making financing a central activity associated with entrepreneurship 

(Evans & Leighton, 1988, Harding & Cowling, 2006; Sohl, 1999).   

Obtaining financing is often seen as a critical skill towards increased firm 

performance, and obtaining it requires a considerable amount of the entrepreneurs‟ time and 

effort (Timmons, 2000).  Many complex issues can surround successful financing of a 

venture, some of these factors include the riskiness of the venture, the amount of money 

needed, the potential payoffs and how quickly that payoff might be reached (Heunks, 1998).  

On-going activities surrounding the finance function have been identified in the literature as 

critical to firm success (March-Chorda, 2004; Terpstra & Olsen, 1993;).  These functions can 

be related to either external financing sources or internal financial management (Kuratko & 

Hodgetts, 2004).  
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Firms that are small or in their early stages are likely to have a high-risk profile, and 

are likely funded from „internal‟ sources, for many firms these are comprised of personal 

savings and lending institutions (Van Auken & Carter, 1989).  Several other sources have 

been identified such as friends and family, sales of personal assets, home equity, cash value 

of life insurance, issuance of stocks/bonds, credit cards, government grants, research and 

development loans, customers and suppliers (Van Auken, 2002).  One form of this strategy is 

called “bootstrapping” that uses resources without borrowing money or equity financing (Van 

Auken & Neeley, 1996).   

External resources are usually bank loans secured on personal assets.  This is due to 

the early stage of the venture and the lack of a proven track record of earnings usually 

required by external financiers (Van Auken & Carter, 1989).  Formal corporate alliances have 

also been utilized; where the new venture partners with an existing larger corporation to 

develop complementary products and services, in exchange for other funding and/or support 

(Whitehead, 2003). 

However, these initial sources of financing alone are often not enough to sustain fast-

growing firms as they are often cash-hungry and require greater financial input from owners 

(Freear, Sohl & Wetzel, 2002).  After primary financial sources have been exhausted through 

the seed and start-up phase of company development, private investors or “angel” investors 

become the major source of external equity capital (Sohl & Summer, 2002).  This relatively 

invisible source of financing is the oldest and largest segment of the venture capital industry 

and is made up of individuals that are high net-worth individuals, often self-made 

millionaires, typically with substantial business and entrepreneurial experience (Cerullo & 

Sommer, 2002).  Informal investors (angel investors) are the primary source of equity 

financing for start-up, early stage or smaller firms with a growth orientation (Sohl, 2003).   

Research suggests that ventures with high growth potential require funding beyond 

that supplied by founders (Freear et al., 2002).  For example, in most cases the costs of 

commercializing a high-tech innovation is at least ten times the cost of the original research, 

costs often overlooked by the entrepreneur (Mason & Harrison, 2002b).  Thus, ventures 

seeking growth must search for financial resources from other sources, and this often 

involves bringing together entrepreneurs and private investors.  The willingness of this 

exchange is determined by their various perceptions of risk and return and this varies from 

individual to individual (Freear et al., 1995).  Some risk is related to the time period of the 

investment (longer periods of investment equates to more risk), while others are related to the 
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nature of the business, the quality of its management, its financial position, its competitive 

position and market strength (Freear et al., 1995).   

Informal angel investing activities are difficult to estimate with any degree of 

certainty.  Research from the Global Entrepreneurship Monitor (GEM) that gathers data from 

countries throughout the world in various entrepreneurship-related areas, estimates that 

between 300,000 and 350,000 angels are investing approximately $298 Billion (US) 

(Reynolds et al., 2002).  The typical angel investment is an early-stage round (seed or start-up 

stage) in the $100,000 to $2 million range, raised from six to eight investors (Sohl & 

Summer, 2002).  It is often incorrectly assumed that venture capitalists (VCs) provide start-

up funding but this has not been the case.  Research suggests that VCs step in with growth 

funding after a new firm has proven itself to some degree and had some success such as 

establishing sales (KCEL, 2002).   

Venture capital firms have funds that are more visible, command more resources and 

tend to be more organized than angels (Timmons & Bygrave, 1997; Zacharakis & Meyer, 

1998).  They invest in larger ventures, usually with a proven track record of growth and/or 

sales.  Formal venture capital for start-up activities was $59 (US) Billion in 2001, more 

recently calculated to represent only 2 percent of total early stage investment over the last ten 

years (Wiltbank & Boeker, 2007b).  VCs often make repeat investments in the same ventures, 

therefore making little impact on the early stage financing of entrepreneurial ventures.  

Angels on the other hand, have been much less visible, much more difficult to find, and have 

invested much smaller amounts than venture capital funds, although their financing impact 

has been much greater.   

Research into the financing of entrepreneurial ventures is vital to sustain a 

competitive edge in world markets.  Academics recognize the dramatic development in the 

world economy due to entrepreneurship and the importance of providing a sustainable 

framework for growth-oriented companies to exploit financial resources.  Interest from the 

business community is founded in its desire to see economic development improvement 

through the creation of jobs and new products and services offered through high-growth 

ventures.  As financial resources are considered a critical resource the following proposition 

is posited: 

 

Proposition 1: There is a positive relationship between financial resources and firm 

performance.   
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2.5.3 Human capital 

The importance of human resources in enhancing firm performance has been widely 

studied (Lam & White, 1998).  Overall, there is little disagreement that human capital 

constitutes the most important element of the „bundle‟ of resources that a firm owns, 

particularly with the increasing importance placed upon innovation and technology (Poole & 

Jenkins, 1996).  Human capital has the potential to create firms that are more intelligent and 

flexible than competitors and may create superior levels of coordination and cooperation over 

the long term (Grant, 1991).  Bringing together talented staff and developing synergies, 

human resources may lay the foundation for sustained competitive advantage (Olian et al., 

1998).   

An organization‟s members have long been acknowledged as a source of competitive 

advantage (Boxall & Steeneveld, 1999; Farjourn, 1994; Lado & Wilson, 1994; Pfeffer, 1994) 

and a source of strategy in small firms is most likely to concern the use of human capital 

resources, capabilities and competencies (Hitt & Reed, 2000).  Human capital represents the 

acquired knowledge, skills, and capabilities of a person that allows for unique and novel 

actions (Coleman, 1988).  Becker (1975) conceptualizes human capital as the 

owner/founder‟s achieved attributes; while others consider background in family 

characteristics, education and experience, attitudes, motivations, skills and goals (Brush & 

Chaganti, 1999).  Importantly, human skills and actions exemplify the way in which 

resources may turn into firm-specific capabilities (de Gregori, 1989).   

Many critical resources (especially in small firms), are predominantly held by the 

individual entrepreneurs(s) or their organization (Miller & Friesen, 1984; Mosakowski, 1993; 

Pennings et al., 1998).  An entrepreneur‟s education and the relationship with organizational 

performance has been widely examined (e.g. Bird, 1989; Cooper, Gimeno-Gascon, & Woo, 

1994; Robinson & Sexton, 1994).  While some findings have been inconsistent in relation to 

the impact of education (for example Ronstadt, 1984), Cooper and Gimeno-Gascon (1992) 

concluded in a meta-analysis that significantly positive relationships exist between human 

capital and education, experience and performance.  

Recent research has shown additional support for the contention that investment in 

human capital is positively related to the economic performance and profitability of the 

venture in small ventures (Gimeno-Gascon et al., 1997).  Much of this research is grounded 

in Upper Echelons theory (Hambrick & Mason, 1984) which asserts that performance is 

partially determined by the key attributes of top managers.  Characteristics such as age, 

education and expertise of managers are conjectured to be determinants of strategy and 
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performance as they influence decision-making.  Some research suggests in order to establish 

a theoretical framework for the contribution of the human factor one must focus on the 

educational level of employees as a source of economic growth for firms and indeed nations 

(Becker, 1975; OECD, 2001).   

An area of human capital research where there has been a proliferation of studies 

concerns the characteristics or traits of entrepreneurs and the performance of firms (e.g. 

Davidsson & Honig, 2003; Hornaday & Aboud, 1971; Sexton and Bowman, 1984; 

Ucbasaran, Lockett, Wright & Westhead, 2003; Vesper, 1990).  Individual attributes such as 

risk-taking propensity, need for achievement, flexibility, and tenacity (among others) have 

been found to be central to entrepreneurs and therefore the human capital of the firm. 

Unfortunately to date, there has been little consistency and a lack of consensus among the 

findings in this research area, resulting in some researchers to abandon this line of inquiry 

(e.g. Gartner, 1989).  This is somewhat surprising as it appears plausible that the link between 

firm performance and the characteristics of entrepreneurs‟ would be significant (Schrader, 

2001). 

In addition, human capital has been shown to be particularly important in 

technological entrepreneurship.  A significant percentage of the value of technology-based 

ventures are likely to be determined by the quality of the firm‟s employees, especially within 

the context of the top management team (Link & Siegel, 2007; Siegel, 1999).  This research 

shows that employees with more human capital (for example education and experience) assist 

firms implementing new technologies more effectively.  The concept of team influence 

(especially in high-growth firms) has received some attention in the entrepreneurship 

literature (Clarysse & Moray, 2004; Ensley, Pearson, & Amason, 2002; Shalley & Perry-

Smith, 2008; Ucbasaran et al., 2003). 

Small firms that have difficulty in differentiating strategy in highly competitive 

scenarios may depend more on human capital, such as the personal experience, education and 

commitment of the entrepreneur and employees (Cooper et al., 1994; Honig, 1998).  

Additionally, a central tenet of Penrose‟s (1959) research is managerial expectations and 

judgment ultimately determines the firms‟ growth.  The theory of human capital provides 

support for this view that managerial characteristics such as experience and education should 

influence strategic choice and firm performance (Cooper & Gimeno-Gascon, 1992).  This is 

further supported in later research by Chandler and Hanks (1994) who found that firms with 

higher and broader levels of human capital capabilities grew faster than those without such 

resources. 
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Thus, human capital can be seen as a critical resource in the growth of small firms.  

Therefore, the following research proposition was developed: 

 

Proposition 2: There is a positive relationship between human resources and firm 

performance. 

 

2.5.4 Organizational resources 

Although human capital advantages are critical to competitiveness, by themselves 

these resources have only limited ability to generate competitive advantage on a sustainable 

basis (Chadee & Kumar, 2001).  For firms to grow they must be organized so their structure 

contains features which competitors cannot imitate.  Therefore, an innovative and 

appropriately configured organization should be capable of adapting and responding to rapid 

changes in the marketplace (Drucker, 1992).  

Organizational resources most often include systems and policies (for example the 

knowledge of organization members), as well as organizational routines, culture and structure 

(Dollinger, 1995; Greene & Brown, 1997; Tomer, 1987).  The traditional organization model 

is characterized by an extended hierarchy, narrowly segmented job design, rule-bound 

procedures and a lack of employee autonomy (Peters, 1988).  It has been argued that firms 

should tap into their unique internal resources and strategically configure these resources in 

such as way as to create competitive advantage (Brush & Chaganti, 1999; Peters, 1988).  

Many small firms operating in highly competitive areas may be unable to differentiate their 

strategies due to aspects such as low barriers to entry or difficulties in imitating resources, 

limiting the range of strategic alternatives (Hofer & Sandberg, 1987). Therefore, 

organizational resources including systems and policies may have a more direct impact on 

firm performance (Brush & Chaganti, 1999; Chandler & Hanks, 1994; Ropo & Hunt, 1995). 

Organizational resources are often referred to as the structure, processes and systems 

in organizations, and these resources permit the flow of information and motivate its 

members (Greene & Brown, 1997).  In an entrepreneurial environment, researchers have 

described organizational resources to include factors such as the employee‟s expertise, 

systems and policies (Ropo & Hunt, 1995), management systems (Bracker & Pearson, 1986; 

Brush & Chaganti, 1999), planning and control systems (Bracker & Pearson, 1986, Cragg & 

King, 1988) and the culture and employee skills of the firm (Dollinger, 1995).   

Research suggests that management systems, skills of employees and routines are 

essential in reaching customers and providing quality customer service, while those systems 
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that develop human resources in the form of skilled workers respond better to customer and 

market needs (Hitt & Reed, 2000).   Measuring organizational resources may include systems 

and routines in areas such as customer service capability, up-to-date equipment and computer 

technologies, unique products and services, employees with international experience and 

strategic alliances and linkages (Brush & Chaganti, 1999; Gundry & Welsch, 2001).  Further, 

firms with better organizational systems and approaches appear to be more capable of 

implementing innovative growth strategies (Chandler & Hanks, 1994). 

Tacit organizational resources, such as the trust between management and employees 

fulfills Barney‟s (1991) requirement of resources that cannot be traded or easily replicated by 

competitors since they are deeply-rooted in the organizations‟ history (Amit & Schoemaker, 

1993).   These transformational characteristics are often specific to a firm or industry and the 

amount of time they take to develop cannot be compressed.  Resources, information and 

people within the organization are combined and sequenced over time and these resources 

become institutionalized (de Gregori, 1989). Dierickx and Cool (1989) highlight the 

importance of asset accumulation for firms as a source of inimitability in firms‟ resources.    

Many quantitative studies have utilized a single element or resource, such as financial 

(Gundry & Welsch, 2001) or human capital (e.g. Hitt et al., 2001) in assessing a firm‟s 

performance.  While these studies are useful, most firms‟ competitive position arrives from a 

complex combination of organizational factors.  Generally it is not likely that a firm‟s 

advantage relies upon a single element, even if that particular element is viewed as critical 

(Carmeli & Tishler, 2004).  Examples such as Wal-mart (Stalk, 1992) and Southwest Airlines 

in the US (Porter, 1996) cannot be explained through a single element or resource; as 

evidenced by their business models being ineffectively copied by various competitors.  Their 

competitive advantage is based on the successful integration of various strategic and non-

strategic factors that are difficult to imitate.  By having a large number of elements that 

positively interact with one another a firm can deter imitation, even in the case of elements 

that are easily copied (Rivkin, 2000).   

Rivkin (2000) suggests that a number of organizational elements and the degree of 

interaction among them create complex systems that are difficult for rivals to copy.  Based 

upon the above discussion, the following relationship is proposed: 

 

Proposition 3: There is a positive relationship between organizational resources and 

firm performance. 
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2.5.5 Social capital 

While human capital focuses on individual attributes, and organizational resources 

focuses on the interaction of several firm-level attributes, social capital involves relationships 

between individuals or between organizations (Burt, 1997).  The need to understand social 

capital as a resource has been highlighted in the entrepreneurship literature as a strong 

association of early conceptualization of entrepreneurship (Davidsson & Honig, 2003) and 

(later) entrepreneurial firm growth.  The acquired and mobilized resources of a firm generate 

its stock of social capital.  Naphapiet and Ghoshal (1998) suggest that social capital reflects 

the total potential resources embedded within and available through the relationships 

possessed by an organization.  Significantly, social capital and the resources comprising it are 

dynamic in nature (Bergmann Liechtenstein & Brush, 2001).  Since an organization‟s 

resource needs evolve (Hite & Esterly, 2001), resources flow in and out of the venture (Brush 

et al., 2001).  This reflects a fluidity that is consistent with Barney‟s (1991) suggestion that 

resources are able to be „reconfigured‟. 

Napaphiet and Ghoshal‟s (1998) definition highlights the importance of relationships 

in explaining differences in firm performance, something consistently acknowledged by RBV 

theorists (for example Barney, 1991).  In particular, relationships that the firm holds with 

external stakeholders have been seen as a key source of competitive advantage both directly 

(for example reputation), and indirectly as a conduit through which new resources flow into 

the firm (Brush et al., 2001; Davidsson & Honig, 2003).  It is this interest in relationships 

through a social capital lens which has generated a widely researched area in 

entrepreneurship called network theory. 

The term „network‟ is a metaphor to represent a set of connected actors (Lee et al., 

2001).  These actors may be either organizations or individuals, and the relationships that tie 

them together may take many forms such as those between customers, suppliers, service 

providers or government officials and agencies (Coviello & Cox, 2006).  In that regard, 

network ties may occur between firms, individuals, or both.  They also may include economic 

and non-economic relationships and be short or long-term in nature (Easton & Araujo, 1997; 

Johansson & Mattsson, 1987).   

While the RBV suggests considering the firm as a bundle of resources, early scholars 

note that “through its activities in the network the firm develops the relationships that secure 

it access to important resources” (Johanson & Mattsson, 1987, p.36).  Therefore, a firm need 

not own a resource to gain access to it (Barney, 1991; Cooper, 2002; Stevenson et al., 1994).  

That is, the network provides opportunities for the entrepreneurial venture to overcome the 
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liabilities of smallness and newness through leveraging resources from other network actors 

(Elfring & Hulsink, 2003; Jarillo Mossi, 1989; Schutjens & Stam, 2003).  Thus, in this sense, 

network theory complements the resource-based view of the firm since network theory 

emphasizes external relationships while the RBV emphasizes internally accumulated 

resources (Lee et al., 2001). 

Additionally, networks are considered as (although each firm is embedded in a 

network), the benefits to be gained and the value of the network is unique to each firm (i.e. 

heterogeneous), and therefore consistent with the RBV.  This uniqueness makes networks 

costly to imitate or substitute, because it would be difficult to completely replicate the set of 

relations of any firm as networks develop over time, are socially complex (Barney, 1991; 

Gulati et al., 2000).  Therefore, social resource creation is a process rather than an event, and 

different types and levels of resources are required by a venture at different times (Delmar & 

Shane, 2004; Gartner, 1985).  Network relationships are critical avenues for resource access 

(Hite & Hesterly, 2001) and “..from the perspective of the RBV, an important source for the 

creation of inimitable value-generating resources lies in a firm‟s network of relationships 

(Gulati et al., 2000, p. 2007).  

The mobilization of resources through social networks has been identified as a critical 

process in achieving growth (Kodithuwakku & Rosa, 2002).  Social capital can enhance the 

diffusion of information by minimizing redundancy (Burt, 1992).  Some members attempt to 

replace holes in their organizations, so they can obtain and disseminate more resources or 

information by reducing unnecessary barriers.  Therefore, social capital may increase 

efficiency through disseminating information and resources (Lane & Lubatkin, 1998; 

Naphapiet & Ghoshal, 1998).  However, is has been noted that high social capital with its 

strong internal relationships tend to inhibit new relationships with outsiders, thus resisting 

new external resources (Naphapiet & Ghoshal, 1998). 

A firms‟ social capital affects its ability to acquire new resources (Sirmon & Hitt, 

2003).  For example, a firm‟s relationship with suppliers affects its access to valuable 

external resources (e.g. capital).  It may also affect a small firms‟ legitimacy with constituents 

(Lounsbury & Glynn, 2001) and collaborative relationships between firms (Dyer & Singh, 

1998).  An alliance between firms is also a method to gain access to resources including 

knowledge (Gulati, 1998; Hitt, Dacin, Levitas, Arregle, & Borza, 2000).  They can provide 

access to partners, information, management capabilities, technology and markets (Hitt et al., 

2000; Ireland et al., 2001). Firms may use alliances to overcome resource shortcomings by 

selecting partners with complementary resources (Ireland, Hitt & Vaidyanth, 2002).  Thus 
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alliances can be formal or informal but still provide the potential for learning (Cooper, 2002; 

Inkpen, 2000; Ireland et al., 2001).  Frequent interaction through social networks can promote 

learning from existing knowledge through reducing redundancy and transforming necessary 

knowledge to various members and providing access to complementary resources (Glaister & 

Buckley; 1996).  A firm with high social capital should enhance the diffusion of knowledge 

resources and therefore make the firm more effective. 

Effectively managing firms‟ resources includes the development of a firms‟ internal 

resources (Makadok, 2001; Teece, Pisamo & Shuen, 1997).  Integral to this is the 

development of knowledge and learning (Lei, Hitt & Bettis, 1996).  This creates a necessity 

for sufficient knowledge resources to develop competitive advantage and sustain the 

enterprise (Sirmon & Hitt, 2003).  Given the preceding discussion, the following research 

proposition was developed: 

 

Proposition 4: There is a positive relationship between social resources and firm 

performance. 

 

2.5.6 Knowledge-based resources 

Knowledge-based resources are an important group of intangible resources that can 

foster competitive advantage (Alvarez & Barney, 2004; Hitt, Ireland & Hoskisson, 1999).  It 

has been suggested that knowledge has the greatest ability of all resources to serve as a 

source of sustainable differentiation due to immobility (McEvily & Chakravarthy, 2002) and 

general applicability (Miller & Shamsie, 1996).  Knowledge permits firms to more 

accurately predict the nature and commercial potential of changes in the environment and 

the appropriateness of strategic and tactical actions (Cohen & Levinthal, 1990).  That is, 

without knowledge an organization is less capable of discovering and exploiting new and 

emerging opportunities.   

Knowledge resources are especially critical to small and developing firms as these 

firms may not have the expertise of larger established firms, and be unaware of efficient 

production and management techniques (Kodithuwakku & Rosa, 2002).  Therefore these 

entrepreneurs should benefit from business education and training.  Through scientific and 

managerial efficiency, productivity is raised, leading to increased profitability, investment, 

capital accumulation and wealth (Kodithuwakku & Rosa, 2002).   

Resource-based logic identifies the kinds of resources that require investment in order 

to fulfill their economic potential – especially intangible resources that are socially complex, 
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path dependent, tacit, and so on (Barney, 2001).  This suggests that that conditions that 

require the efficient coordination and integration of knowledge are entrepreneurial firms that 

are likely to have greater success in an economy (Hayek, 1935; Kirzner, 1997). Schumpeter 

(1934) distinguished between invention and innovation, with invention denoting the 

discovery of an opportunity and innovation referring to the exploitation of a profitable 

opportunity.  The importance of the distinction between invention and innovation is that it 

focuses on the firm as a problem-solving institution (Demsetz, 1991).  That is, instead of 

focusing on the market, the focus is on the role of entrepreneurship and the integration of 

specialized knowledge.  

Entrepreneurial knowledge is the ability to take conceptual, abstract information of 

„where and how‟ to obtain undervalued resources (both explicit and tacit), and determine how 

to deploy and exploit these resources (Alvarez & Busenitz, 2001).  Examples of explicit 

knowledge may be in the form of technology whereas tacit knowledge is more personal and 

difficult to communicate (Polanyi, 1962).  It may be comprised of information, technology, 

know-how and skills (Grant & Baden-Fuller, 1995).  However, until knowledge is 

coordinated, it is often distributed unevenly, and is fragmented and often of little value to 

users.  The entrepreneurial problem is how to secure the best resources and manage these to 

generate profit.  When the market is unable to organize knowledge and the entrepreneur 

understands this, they will tend to capitalize upon a perceived opportunity and the result is a 

new firm, product/service or market.  Therefore, it is not the market that organizes tacit 

knowledge; rather, it is the firm that organizes knowledge through transfer and integration 

(Connor & Prahalad, 1996; Demsetz, 1991).  Therefore the primary role of the firm is the 

integration of specialized knowledge. 

Kirzner (1979) distinguishes between entrepreneurial knowledge and the knowledge 

expert, suggesting that it is the entrepreneur of firm that hires the latter.  The knowledge 

expert does not fully recognize the value of their knowledge or how to turn that knowledge 

into profit or else the expert would be acting as an entrepreneur.  In turn, the entrepreneur in 

turn may not have the depth of knowledge that the specialist possesses (for example in 

technology) but it is the entrepreneur who recognizes the value of the opportunity through 

application of the specialist‟s knowledge.    

According to Quintas, Lefrere and Jones (1997) and Wiklund and Shepherd (2003), 

the management of knowledge is required to integrate all knowledge in order to anticipate 

current and future needs.  This continuous process is used to identify and exploit existing and 

acquired knowledge as well as develop new opportunities.  Alavi and Leidner (2001) describe 
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this process as creating, storing/retrieving, transferring and applying knowledge.  The 

creation process refers to the organizations effort to gather information and new knowledge 

from internal and external sources and codify it into explicit knowledge.  The codification 

process is followed by the storing process which enables the organization to retrieve this 

knowledge when necessary, in order to develop new knowledge.  The subsequent process is 

distributing knowledge to members as needed.  Thus, the following proposition is presented: 

 

Proposition 5: There is a positive relationship between knowledge-based resources 

and firm performance. 

 

2.5.7 Entrepreneurial Orientation (EO)  

Entrepreneurship scholars have attempted to explain performance through 

investigating a firms‟ entrepreneurial orientation (EO).  EO refers to a firm‟s strategic 

orientation, capturing specific entrepreneurial aspects of decision-making styles, methods and 

practices (Lumpkin & Dess, 1996).  EO could be viewed as an important measure of the way 

a firm is organized and one that enhances the performance of firms‟ intangible resources.  

Therefore, EO may explain the processes involved that allow some firms to exceed the 

performance of their competition (Wiklund & Shepherd, 2003).  Previous research has 

empirically explored the independent effects of EO on performance (Zahra & Covin, 1995) 

and its relationship with the environment (Covin & Slevin, 1989) but has not fully 

investigated internal firm-level characteristics that moderate or mediate the relationship, 

largely ignoring the resources that are internal to the firm. 

Generally, most research agrees that EO is a combination of three basic dimensions: 

innovativeness, proactiveness and risk-taking (Covin & Slevin, 1989; Moreno & Casillas, 

2008; Wiklund, 1999; Wiklund & Shepherd, 2005).  Innovativeness reflects a tendency to 

support new ideas, novelty, experimentation and creative processes, thereby departing from 

established practices and technologies (Lumpkin & Dess, 1996).  Creative destruction calls 

for entrepreneurs to suspend current paradigms and to think of new ways of doing things 

(Schumpeter, 1934).  Without innovation, immature and small organizations would need to 

rely on traditional ways of doing business (for example traditional products and services, 

traditional distribution channels, etc.).  Direct confrontation with established firms is likely to 

result in failure due to resource shortcomings, scaled diseconomies and under-developed 

reputations (Lee, Lee & Pennings, 2001).  Therefore, small and young firms should 
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differentiate themselves from incumbents by introducing product, process or market 

innovations (McGrath, 2001).   

Innovative companies, by creating and introducing new products and technologies, 

can generate extraordinary economic performance and create first-mover advantages and 

exploit the market ahead of competitors (Zahra & Covin, 1995).  In particular, these firms 

may control the market by dominating distribution channels and establishing brand 

performance variation which may result in greater profits in the long run (McGrath, 2001).  

The importance of a small firms‟ innovation strategy is amply demonstrated in a prominent 

study of by Bruderl and Preisendorfer (2000) who discovered that innovation is the single 

most important factor in predicting firm growth.  

Proactiveness refers to a posture of anticipating and acting on future wants and needs 

in the marketplace, thereby creating a first-mover advantage over the competition (Lumpkin 

& Dess, 1996).  In addition, proactiveness is a process to find something new in the 

organization and stay ahead of the competition, aimed at anticipating and acting on future 

needs (Venkataraman, 1989).  Therefore proactive firms capitalize upon emerging 

opportunities by adopting a forward-thinking perspective.   

Firms must approach market opportunities through active market research and first 

mover actions such as the introduction of new products/services ahead of competitor 

offerings (Lumpkin & Dess, 1996).  Being a pioneer by anticipating and pursuing new 

opportunities and participating in emerging markets is a hallmark of entrepreneurship 

(Christenson, 1997).  Proactive firms tend to become first movers by forging a new market 

segment or by replacing established companies with new products/services.   

Previous research suggests that mid-level managers in established companies tend to 

resist the abandonment of existing business and redirection of their firm to emerging 

opportunities since strategic innovation means the loss of their power, erosion of their human 

capital and possibly the end of their careers (Garud, Nayyar & Shapira, 1997).  Thus, by 

exploiting asymmetries in the marketplace, proactive ventures can capture high returns and 

get a head start in establishing brand recognition.   

Risk-taking is associated with a willingness to commit large amounts of resources to 

projects or opportunities where the cost of failure may be high (Covin & Slevin, 1989; 

Lumpkin & Dess, 1996; Miller, 1983; Miller & Friesen, 1978).  Any innovation requires 

some level of uncertainty prior to commercialization (Nelson & Winter, 1982).  The risk-

taking propensity of a firm can be inferred from its willingness to incur large resource 

commitments to uncertain and novel businesses where outcomes are unknown (Lumpkin & 
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Dess, 1996; Miller, 1983).  Risk-taking propensity is not easily established as it depends on 

the foresight regarding how risk-taking is approached by the entrepreneur or co-founders 

(Mosakowski, 1998).  This suggests that firms that have an EO are more likely to focus 

attention and effort towards new opportunities and thus have a growth orientation.   

According to Ahuja and Lampert (2001), the aim of entrepreneurship is to bring 

something „new‟ to the market, with most of the newness deriving from a combination of 

existing and new knowledge.  Therefore special information and knowledge should be 

identified and acquired when possible (Teece, 2000; Zahra & George, 2002).  However, 

before combining knowledge, firms should „convert‟ all external knowledge into the 

organization that can be applied as innovations.  This suggests that EO may enhance a 

company‟s ability to convert and combine resources (such as knowledge), in order to develop 

new products or processes.  This entrepreneurial orientation or conversion of innovation to 

frequent upgrades or improvements should generally be able to operate more effectively 

(Gold et al., 2001).   

Thus EO reflects how a firm operates rather than what it does (Lumpkin & Dess, 

1996).  It is suggested that EO represents a firm‟s orientation toward entrepreneurship and 

may enhance other firm resources (Wiklund & Shepherd, 2005).  Thus it is posited that: 

    

Proposition 6: There is a positive relationship between entrepreneurial orientation 

(EO) and firm performance. 

 

Lumpkin and Dess (1996) assert that the relationship between EO and performance is 

likely to be more complex than a simple cause and effect relationship.  Firms seek to 

mobilize and deploy resources that are available internally and externally to the firm, which 

represents their “primary purpose” in business according to Hakansson and Snehota (1995, p. 

134).  Thus, the concept of leveraging resources strategically will be addressed in the next 

section.   

 

2.6 Resources bundles 

In his seminal work, Schumpeter (1934) suggests that new combinations of resources 

represent new ways of competing and as a rule are not sourced from larger organizations but 

rather from smaller firms that develop alongside established firms.  Therefore, the act of 

combining new resources starts a new cycle of growth.  The entrepreneur‟s ability to 

continuously innovate is the primary competitive advantage of the small firm, leading to 
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larger (and sustainable) firms through the process of growth and wealth creation (Alvarez & 

Busenitz, 2001).   

The RBV suggests that the variability in a firm‟s performance may be attributed to 

heterogeneity in the distinct bundles of organizational elements (resources) (Barney, 1991; 

Peteraf, 1993; Prahalad & Hamel, 1990; Reed & DeFillippi, 1990; Wernerfelt, 1984).  The 

combining or bundling of basic resources into unique resource advantages involves 

combining and configuring in complex combinations, so as to yield competitive advantages 

(Brush et al., 2001).  Resources cannot be viewed as homogenous (i.e. fixed in their use), but 

as heterogeneous and variable.  This means that the value of resources depends on the 

combinations they enter into with other resources, both within the firm and between firms 

(Hakansson & Snehota, 1995). 

An important conceptual distinction with regard to resources is the difference between 

stock and flow of resources, i.e. resources and capabilities.  In principle, capabilities 

(although often considered conceptually different), also can be viewed as resources.  That is, 

if resources are stocks, then capabilities are flows (Mahoney & Pandian, 1992; Penrose, 

1959), since they refer to a firms‟ capacity to deploy resources using organizational processes 

or routines to affect a desired end.  Capabilities are more information or knowledge-based, 

routines and activities that are firm-specific and have developed over time through complex 

interactions (Dierickx & Cool, 1989).  This research takes the situation for EO to be 

positioned as a resource. 

During the process of bundling resources wastage can occur through knowledge 

imperfections.  In bundling resources, firms use their available information to make decisions 

to produce a product that utilizes the available resources in a superior and more efficient 

manner, made available through previous learning.  This is an on-going process and 

accumulated information adds to the socially complex nature of intangible resources.  The 

ability to combine resources with know-how and decision-making is a source of firm 

heterogeneity as originally described by Barney (1991). 

The concept of fit has long been examined within the strategy literature (Itami & 

Roehl, 1987).  Strategic fit, unlike specification of an individual element, indicates nets of 

tightly linked elements (Porter, 1996) that become a major source of inimitability (Barney, 

1991; Rivkin, 2000).  Much of the literature refers to elements that reinforce one another, that 

is, the interaction among them is complementary in that the value of one element is increased 

by the presence of other elements (Makadok, 2003; Rivkin, 2000; Siggelkow, 2002).  These 

interactions often form firm capabilities that may be regarded as intermediate goods 
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generated by a firm (Grant, 1991; Amit & Schoemaker, 1993).  Ansoff (1979) further divides 

capabilities into two areas of competence and capacity; where competency refers to the range 

of skills a firm can apply to strategic behavior, while capacity is the volume of strategic work 

that a firm produces.    

The importance to resource-based theory is that these intangible resources are 

inimitable because they have strong tacit dimensions and are socially complex.  Often they 

are specific to the founder(s) and the firm that they create, and are more valuable when used 

in the firm that they create.  They are difficult to observe, describe and value but have a 

significant impact on a firm performance (Itami, 1987).  A major challenge for small firms is 

the ability to transfer personal resources, especially those of the founding entrepreneur, into 

the organization. This formalizing and transforming of resources into specialized and 

integrated capabilities into the organization is often viewed as critical for growth (Brush et 

al., 2001).     

Therefore, propositions can be developed that are likely to interact with one or more 

other elements in affecting firm performance.  Obtaining new resources from the market may 

create new resource bundles that are valuable, rare, difficult to imitate and non-substitutable.  

However, resource bundles alone are often insufficient to create sustainable competitive 

advantage through growth (McGrath & McMillan, 2000).  Therefore, these resources are 

exploited in a way that can be leveraged through strategy.  This concept has been introduced 

but not fully explored in the literature and is considered within the next section.  

 

2.7 Resource leveraging 

A major critique of Barney‟s (1991) model is that is viewed as static in nature (Priem 

& Butler, 2001).  Barney has noted in subsequent years that the assumption of the model in 

1991 was that “once a firm understands how to use its resources…implementation follows, 

almost automatically” as if the “actions the firm should take to exploit these resources will be 

self-evident” (Barney, 2001, p. 53).  Additionally, Peteraf (1993) suggested that resources 

alone must be leveraged; similarly, Henderson and Cockburn (1994) state these resources 

must be effectively managed to realize competitive advantage.    

Therefore research focused on the processes involved to exploit resources, such as 

core capabilities and competencies (see Amit & Shoemaker, 1993; Fiol, 1991; Leonard-

Barton, 1992; Russo & Fouts, 1997 for example).  This led to the development of Barney‟s 

model to include organizational elements of the firm such as structure, systems and policies 

to create an approach for firm utilization of resources known as the VRIO framework 
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(Barney, 1997).  Teece, Pisano and Shuen (1997) proposed a framework of dynamic 

capabilities, or a firms‟ ability to utilize, build and reconfigure competencies.  

Eisenhardt and Martin (2000) argue that in addition to the resources themselves, the 

organizational and strategic processes of firms are important because they facilitate the 

manipulation of resources into value-creating strategies.  Past empirical studies have mainly 

focused on the direct linkage between individual configurations of resources and 

performance, while less attention has been given to how resources are utilized effectively or 

strategically (Helfat, 2000; Newbert, 2007).  There is evidence suggesting that this 

interrelationship is important as entrepreneurs may take actions that affect a firm„s resource 

base and resource utilization (Cockburn, Henderson & Stern, 2000).   

As an extension of the RBV, resource leveraging has been defined as a „guerilla 

approach‟ towards resource identification , acquisition and exploitation (Morris, 2001) and 

perhaps is the resource strategy that may help determine the survival and ultimate success of 

small and emerging firms (Brush & Artz, 1999; Sirmon & Hitt, 2003).  Therefore, while the 

resources of a firm may be important to performance, these resources need to be identified, 

acquired, integrated and deployed effectively through strategic orientation (Hitt, Ireland, 

Camp & Sexton, 2002).  The unique combinations of resources result from entrepreneurial 

initiatives enabling the firm to create new sources of value (Grant & Perren, 2002).  

Leveraging has been defined with how the firm will use its resources creatively and 

effectively to achieve challenging goals, which equates to „doing more with less‟ (Stevenson 

& Jarillo, 1990; Tiessen, 1997; Tiessen & Merrilees, 1999).   

Resource leveraging can influence the entrepreneurial process but may have a critical 

linkage with entrepreneurial approaches by smaller firms when choosing to grow.  For 

example, moving from initial „idea‟ and surveillance of market opportunity to business 

formation and commercialization (Bygrave, 1994).  The use of internal resources (those that 

are currently controlled by the firm) can be utilized by a firm to grow beyond the limitations 

set by these resources (Hansen, 1995).   External resources (those that are not under the 

firms‟ control) are required by firms to grow beyond their current internal limitations.  The 

management of internal resources, or those resources currently under control, and leveraging 

these to acquire external resources is essential for firm growth and represents an important 

stage of the entrepreneurial process (Sexton & Bowman-Upton, 1991).   

The availability of firm-controlled resources has not been found to act as an 

impediment to growth (Sexton & Bowman-Upton, 1991).  Bryant (1989) suggests that 

entrepreneurs are characteristically people who go beyond the limits of resources over which 
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they have no direct control.  Bygrave (1994) contends that successful firms determine ways 

of controlling critical resources without having to own them.  Therefore, an important quality 

of firms is their ability to attract new resources with limited means (Saylor, 1987).  

According to Saylor (1987), ownership of resources is not a mandatory requirement for firms 

to make use of them and this contention appears to resonate with Kirzner‟s (1973) original 

argument that ownership of capital is not necessary to provoke its movement.  Therefore, as 

stated previously, entrepreneurship is best defined as a „process by which individuals pursue 

opportunities without regard to the resources they currently control‟ (Stevenson et al., 1994, 

p. 5). 

Also, a diversity of resources is required for successful entrepreneurship.  While most 

of the emphasis in the academic and practitioner literature has been placed on financial 

resources, it has been found that many small firms with financial resources have failed, often 

due to other resource delinquencies that have contributed to the failure (for example finding 

the right employee, the appropriate equipment, the correct distribution channel or some other 

key resource).  Therefore, the challenge for small firms lies with their ability to identify the 

nature of required resources and determining creative and innovative methods of acquiring 

those resources – or leveraging (Morris et al., 2001).  

Starting or operating small firms generally require the accumulation of a variety of 

resources with very limited financial capability (Brush, Greene & Hart, 2001).  Unique and 

innovative measures on the part of small firms and their owners may allow them to exploit 

their current resources (such as social interactions) and allow them to accumulate necessary 

and rare resources (Alvarez & Busenitz, 2001).  „Bootstrapping‟ of resources, or managing 

resources in an economical fashion (which is often a very necessary part of the process for 

small firms), is in itself a rare and valuable resource management strategy and been put 

forward as an innovative solution to leveraging (Brush et al., 2006).  

Individual entrepreneurs begin with a personal resource base or endowment at the 

start of the resource-building process.  The first resources often include education, 

experience, reputation, networks, existing knowledge, etc. and exist within the individual 

rather than the venture (Brush et al., 2001).  Assembling resources often begins with 

assembling a team early in the life cycle of the firm, thus increasing the resource base and 

chances of success (Roberts, 1991).  This is because in the vast majority of small and young 

firms, initial resource endowments are incomplete, therefore they may use time-relevant 

language or symbols (e.g. an in-depth business plan) to create an image of success that will 

encourage providers of resources to commit to the venture.   Thus, some resources (e.g. 
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social) are leveraged to obtain others (e.g. financial) (Bird, 1989).  It is argued, that if 

resources can be leveraged (such as social capital), they can be converted into tangible and 

intangible benefits, including increased cooperation and trust, financial capital and assets and 

equipment (Freear & Wetzel, 1992).   

Brush et al. (2001) developed a resource development pathway that identifies four 

areas of a resource-based strategy necessary for success in young and small firms.  These 

include identification, attraction, combining and transforming resources.  They argue that 

these steps in resource development provide the model for constructing a resource base, 

involving the specification of needed resources and identifying sources for these resources.     

However, appropriate resources are necessary but insufficient to achieve a 

competitive advantage as they must be managed effectively (Sirmon & Hitt, 2003).  Resource 

strategy involves managing resources to create competitive advantage yet there have been 

calls for research to examine how resources can create value for firms (Barney & Arikan, 

2001).  Resources must be configured into bundles and strategically leveraged to achieve a 

competitive advantage (Sirmon & Hitt, 2003).  Firms with comparatively less resources have 

often succeeded in competitive battles with larger firms with greater resource accessibility 

(Amit, Lucier, Hitt & Nixon, 2002) often referred to as the „Davids‟ who slay „Goliaths‟.  

Furthermore, Amit et al. (2002) suggest that firms that create and exploit these resource 

bundles through strategy are more effective in exploiting opportunities and creating 

competitive advantage.  In this way, firms leverage the firms‟ resources to create wealth.      

Venkataraman and Sarasvathy (2001) describe a similar process as effectuation and 

suggest that it explains the difference among firms, even among successful firms.  For 

example, the different outcomes between IBM and Apple in the computer market were not 

the result of differences in their resource bases, but rather in differences in how they 

configured and leveraged their resources (Sirmon & Hitt, 2003).  Karim and Mitchell (2000) 

suggest that firms must configure their resources to create and market new products to 

reconfigure their product portfolio to remain competitive in the marketplace.  This involves 

the integration and strategic manipulation of resources.   

The RBV underscores how the appropriate resources are necessary but alone 

insufficient to achieve competitive advantage, underscoring the necessity of strategic intent 

(Barnett, Greve & Park, 1994).  Sirmon and Hitt (2003) include leveraging in their model for 

increased competitive advantage, requiring three additional components: resource inventory 

(evaluating, adding and shedding), resource bundling and resource leveraging.  Resource 

inventory is the evaluation of current resource base, which may require firms‟ to add or 
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reduce resource bundles.  Some resource inventory is depleted through normal business 

operations, while some become obsolete due to environmental circumstances.  These stages 

are not necessarily sequential; but often continuous and interdependent (Sirmon & Hitt, 

2003).   

Resource shredding involves the reduction of a firms‟ resource base.  This aspect can 

become important as non-valuable resources can actually reduce a firm‟s value (Mosakowski, 

2002).  Therefore resource accumulation is important but must be combined with resource 

shredding.  However, evaluating, adding and shedding resources does not guarantee success.  

Instead, the decisions of the firm about how to leverage resources can directly affect the 

further development of a resource base and hence the achievement of a sustainable 

competitive advantage.         

Thus, while research within the RBV has acknowledged the importance of 

heterogeneity among a firms‟ resource bundles, there is scant evidence of the process or 

strategy employed in discovering and turning resources from inputs to outputs, and exploiting 

them to extract greater profits (Newbert, 2007).  This process; called resource leveraging, 

refers to using existing resources to acquire, manipulate, bundle strategically and exploit a 

resource base.  Therefore, while EO can provide a construct for strategic orientation, resource 

leveraging provides a strategy specific to resources that is yet to be fully considered in the 

literature.        

Barney and Arikan (2001) argue that the process of leveraging resources is creative 

and entrepreneurial.  Others have referred to the process as a skilled craft (e.g. Priem & 

Cycota, 2001).  This suggests that leveraging resources requires firms to have „meta-

capabilities‟ (Leidtke, 2001).  These capabilities include linking groups across areas and 

encouraging continuous learning, so as to produce new inventions that effectively adapt to 

changes in the competitive landscape.    

Despite some progress in research investigating resource leveraging, evidence on the 

process of resource leveraging remains unclear (Crook et al., 2008; Ketchen et al., 2007; 

Newbert, 2007; Sirmon, Hitt & Ireland, 2007).  The RBV of the firm offers a foundation for 

studying the effect of leveraging resources on the growth of SMEs.  This research suggests 

that SMEs may leverage existing resources through building distinctive strategic capabilities 

that foster competitive advantage.  These capabilities indicate a firms‟ ability to outperform 

their rivals in various activities and may result from SMEs effectively leveraging their 

resources (Grant, 1998).  Small firms, for example, can leverage different resources by 

blending or bundling (combining) them in ways that allow them to grow their business 
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quickly and broadly (Hamel & Prahalad, 1994).  Capabilities can be assembled from different 

internal and external sources (Teece, Pisano & Shuen, 1997), and while researchers have 

studied the conditions that favor sources of capabilities, emphasizing conditions (Combs & 

Ketchen, 1999; Teece, 1987; Williamson, 1999), to date, research has not adequately 

documented the strategy underlying this process (Crook et al., 2008; Ketchen et al., 2007; 

Newbert, 2007; Zahra et al., 2003). 

Therefore, leveraging resources requires that firms‟ develop a strategy that leads to 

competitive advantage (McGrath & McMillan, 2000).  Leveraging resources requires the 

integration of entrepreneurial and strategic management perspectives to develop and 

implement an effective business model capable of surviving in a resource-constrained 

environment (often experienced by SMEs) (Amit & Zott, 2001).  There is agreement that one 

of the most distinguishing features of entrepreneurial firms is their ability to pursue 

opportunities despite the limitations of their resources (Zahra & Dess, 2001).  Entrepreneurial 

firms overcome shortages in their resource base by leveraging their strategic assets in pursuit 

of their goals (Brush et al., 2001; Hamel & Prahalad, 1994).  Given the need to understand 

the important linkage between a resource base and strategy, the following proposition is 

presented:  

 

Proposition 7: Resource leveraging will affect the relationship between resources and 

firm performance. 

 

2.8 Environment 

The RBV of the firm suggests that the parameters of entrepreneurial strategy are 

driven mainly by its resources and capabilities, and less by its environment (Burgelman & 

Doz, 2001; Das & Teng, 2000).  However, past research has focused on the entrepreneur's 

environment (see Bruno & Tyebjee, 1982; Covin & Slevin, 1991).  Two broad approaches 

have also been adopted in investigating the environment-entrepreneurship interface. The first, 

the population ecology perspective, considers environmental characteristics as being of 

decisive importance in new venture performance (Aldrich, 1979; Morris & Lewis, 1995). The 

second approach, the contingency perspective, adopts a less deterministic view of the 

environment.  In particular, it contends that entrepreneurs may consciously select strategies, 

which optimize the characteristics of a given environment.  Therefore, entrepreneurial 

performance may be dependent on the interaction between a firms‟ strategy and its 

environment (Miles & Snow, 1978).  In addition, this latter viewpoint suggests that 
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conservative and entrepreneurial firms manifest different characteristics in coping with their 

environments (Morris & Lewis, 1995).  

Several researchers have characterized the environment along four main dimensions, 

namely munificence, hostility, volatility, and complexity.  The hostility level of the 

environment has been made with distinctions between benign and hostile environments 

(Covin & Slevin, 1989; Khandwalla, 1977).  Benign environments are thought to provide a 

safe setting for business operations due to their overall level of munificence and richness in 

investment and marketing opportunities (Covin & Slevin, 1989).  Hostile environments are 

characterized by precarious industry settings, intense competition, harsh, overwhelming 

business climates, and the relative lack of exploitable opportunities (Yeoh & Jeong, 1995).  

The environment can also be conceptualized as encompassing both task and general 

aspects.  Task environment involves environmental elements that have direct impact on the 

competitive situation of individual organizations, commonly referred to as technology, 

competitors, customers, suppliers and regulatory bodies.  The general environment refers to 

factors that affect organizations indirectly, including political, economic and 

social/demographic elements (Ebert & Griffin, 2005).  The nature of competitive 

environments may play an important role in the frequency and success of innovations by 

firms (Palmer & Dunford, 2001).  The environment may also be the relevant physical and 

social factors outside the boundary of an organization that are taken into consideration during 

decision making and can be a primary source of uncertainty in identifying opportunities 

(Duncan, 1972).   

 Duncan (1972) proposed that environmental complexity and variability are two 

dimensions of uncertainty critical to environmental concerns, with environmental variability 

or turbulence being the most important to a firm‟s success in adaptation.  Turbulence is 

generally defined by high levels of inter-period changes of key environmental variables 

(Glazer & Weiss, 1993; Sinkula, 1994).  The environment, including both task and general 

environment, is perceived as turbulent if the number of events per period of time is high for 

key characteristics including consumer preferences, number of new customers, new products, 

number and position of competitors, size of market, use of technology and regulations 

(Glazer & Weiss, 1993). 

The flexibility of resources has been described as different potential uses for resources 

depending on the environment (Ansoff, 1979).  This research suggests that the external 

flexibility of resources includes configuring resources to permit adaptation to new products 

and markets.  External flexibility, therefore, is the firm‟s alignment with its environment.  
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However, the external flexibility of resources is passive in nature, whereas internal flexibility 

refers to the active aspect of resource manipulation (Eppink, 1978).  Thus, managing 

resources strategically becomes an interdependent network influenced by the environment.  

The position taken in this research is that the nature of the firm's operating 

environment may have an effect on the relationship between its resources, strategy and firm 

performance.  Thus the firm‟s operating environment will be included in the preliminary 

conceptual model. 

 

2.9 General proposition development 

In brief, this research addresses several gaps in the literature as it: 

 

 incorporates aspects of the parent disciplines of strategy and entrepreneurship 

with the purpose of further refinement of the interface between these related 

yet distinct disciplines;  

 

 incorporates within the framework of strategic entrepreneurship the immediate 

discipline of the resource-based view (RBV) to develop a conceptual model 

explaining firm growth in SMEs; 

 

 utilizes primary data from both Australia and the United States that includes 

partial replication of other research in an attempt to promote cross cultural 

generalizability. 

 

 conceptualizes growth as a function within the RBV context and includes a 

unique set of tangible and intangible resources (financial, human, 

organizational, social and knowledge-based); 

 

 creates new theoretical perspectives through combining traditional resource 

categories with entrepreneurial orientation (EO); and 

 

 introduces a new construct „resource leveraging‟ as a strategic orientation 

domain. 
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The propositions developed from the arguments presented in this chapter are listed 

below in Table 2.13. 

 

 

Table 2.13: Propositions developed for this research  

 

Concept No. Proposition 

Financial 

Resources 
P1 There is a positive relationship between financial resources and firm performance. 

Human Resources P2 There is a positive relationship between human resources and firm performance. 

Organizational 

Resources 
P3 

There is a positive relationship between organizational resources and firm 

performance. 

Social Resources P4 There is a positive relationship between social resources and firm performance. 

Knowledge 

Resources 
P5 There is a positive relationship between knowledge resources and firm performance. 

Entrepreneurial 

Orientation 
P6 

There is a positive relationship between entrepreneurial orientation and firm 

performance. 

Resource 

Leveraging 

P7-

P12 

Resource leveraging will affect the relationship between firm resources and firm 

performance. 

 
Source: Developed for this research. 

 

 

2.10 Theoretical model 

Various studies on entrepreneurship have eluded to the impact of financial, human, 

social, organizational and knowledge resources upon firm performance.  Based on these 

findings, and a review of the extant literature, a number of propositions on the effect of both 

tangible and intangible resources were developed and are given in Table 2.11.  Additionally, 

strategies involved with resources such as RL and EO are also considered with the firms‟ 

environment.  The initial theoretical model is provided below in Figure 2.3.  
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Figure 2.3: Preliminary theoretical model of resources, strategy and firm performance 
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2.11 Conclusion 

This chapter has examined the extant literature on entrepreneurship and strategy and 

has positioned areas of the current research within the theoretical framework of the RBV.  

Further, resource combinations to be investigated in this research were presented and 

emerging theory at the strategy and entrepreneurship interface (resource leveraging) was 

reviewed.  A series of propositions were developed for each theoretical area of investigation, 

which will be applied within the context of SMEs currently operating in both Australia and 

the United States.  Collectively these areas of investigation represent strategic 

entrepreneurship in the context of SMEs.   

Current understanding is that initial as well as later-acquired resources may influence 

a firms‟ performance.  However, the specific strategies and process employed in obtaining, 

combining, mobilizing and exploiting a resource base has not yet been adequately explored in 

the existing literature.  This is surprising, given the difficulties new and small ventures face in 

acquiring and utilizing resources to grow business operations.  The following chapter 

(Chapter 3) presents a qualitative investigation of the resource leveraging concept based on 

the preceding literature review.  In addition, it will attempt to clarify and confirm the 

appropriateness of the proposed relationships and preliminary conceptual model of the 

resource-strategy-performance relationship. 
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CHAPTER 3  QUALITATIVE METHODOLOGY AND RESULTS 

 

 

3.1 Introduction 

 In the previous chapter, the literature concerning SMEs, growth and strategic 

entrepreneurship were reviewed.  The objective of this chapter is to describe in detail the 

research procedure used in this study, and to seek answers to the research questions through a 

qualitative investigation that were established in Chapter 1.    

Specifically, this chapter outlines the inductive methodology used in this research.  

Section 3.2 justifies the choice of the realism approach to scientific endeavor.  Section 3.3 

presents the stages of the research design.  This includes the in-depth interviewing process in 

Section 3.4 and the measures taken to ensure valid and reliable results in Section 3.5.  Section 

3.6 details the implementation and data interpretation of this qualitative stage.  Next, Section 

3.7 presents the analysis of the sample data derived from the interviews, firstly presenting 

findings associated with resources (Section 3.7) and secondly, findings associated with 

resource leveraging (Section 3.8).  Finally, concluding remarks are made in Section 3.9.  An 

outline of the chapter is presented below (Figure 3.1).  
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Figure 3.1 Outline of Chapter 3 
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3.2      Choice of the realism paradigm 

This section briefly examines the justification for the choice of the realism paradigm 

used in this research.  Four prominent scientific paradigms used within contemporary social 

research will be briefly examined to justify the realism approach used in this study.   

The aim of marketing research is to describe, examine and explain social science 

phenomena (Healy & Perry, 2000).  The method of investigation is determined by the nature 

of the knowledge being pursued and the characteristics of different methods of inquiry 

especially in terms of data collection and analysis (Gephart, 1999).  The choice of the 

paradigm is critical in providing an appropriate conceptual framework that will guide (or 

possibly constrain) the work of the researcher. 

A paradigm is a set of linked metaphysical assumptions about the world, the 

individual‟s place in it and the range of possible relationships to that world and is parts 

(Deshpande, 1983; Guba & Lincoln, 1994).  Paradigms represent basic belief systems that 

guide the investigator and deal with first principles or ultimates.  Ontology is the reality that 

researchers investigate.  Epistemology focuses on the relationship between reality and the 

researcher and how knowledge about that reality becomes known to the researcher 

(Orlikowski & Baroudi, 1991; Parkhe, 1993).  Methodology describes the techniques used by 

researchers to investigate reality (Healy & Perry, 2000).   

Positivism assumes that science quantitatively measures independent facts about a 

singular reality (Tsoukas, 1989).  This is a dominant institutional form of social research and 

assumes an objective world in which facts may be conceived in terms of specified 

correlations and associations between variables (Gephart, 1999).  Positivists argue that the 

process of data collection and analysis is value-free as researchers only observe through a 

„one way mirror‟ (Guba & Lincoln, 1994, p. 110).  This implies impartiality between the 

researcher and what is being observed.  Given these assumptions, the objective of this form 

of inquiry is to measure causal relationships between variables that are contextually 

consistent over time (Perry, Reige & Brown, 1999).  This allows true, replicatable and 

objective findings and resultant value-free generalizations (Parkhe, 1993). 

As little is known about the resource leveraging concept, and entrepreneurship itself 

has been described as being in a pre-paradigmatic state (Busenitz et al., 2003), a purely 

positivistic mode of inquiry was deemed inappropriate (Perry, 1998).  To understand deeper 

meaning of the concept, researchers must probe, form, understand and revise meanings from 

the experience of entrepreneurs within the context of diverse and often complex organizations 

(Lincoln & Guba, 1994; Perry et al., 1999).  Positivistic research would hinder this process as 
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it removes context from meanings in the process of developing quantified measures of 

phenomena (Guba & Lincoln, 1994).  Additionally, positivistic research often excludes 

respondent meanings and interpretation, thus constricting theory building and discovery 

(Healy & Perry, 2000).  

Critical theory and constructivism paradigms are qualitative and interpretivist 

approaches that assume that knowledge and meaning are acts of interpretation as objective 

knowledge is not independent of thinking and reasoning humans (Healy & Perry, 2000).  

Interpretivists seek to understand social situations through building a theory of respondents‟ 

theories (Schwandt, 1994) and aim at judging, analyzing and transforming social, cultural, 

political, ethnic and gender values (Healy & Perry, 2000).  That is, critical theorists are 

transformative and actively participate in influencing the outcome of the research process.  

Feminists and action researchers are examples of critical theorists who attempt to interpret 

the many social realities and shared meanings of respondents in their research groups 

(Anderson, 1986).  Critical theory relies upon conceptions of trustworthiness and 

authenticity. 

The constructivism paradigm holds that perception is the most important reality and 

meaning is more valuable than measurement (Perry et al., 1999).  Constructivists argue that 

knowledge and truth are the result of perception and that meaning is derived from a 

respondents‟ construction of reality based upon social experiences (Guba & Lincoln, 1994).  

This approach adopts a relativism ontology and demands that the researcher becomes a 

passionate participant in all aspects of the investigative process.  Constructivists argue that 

this enables greater understanding of the interplay between objective and subjective 

knowledge (Gephart, 1978). 

Both critical theory and constructivist paradigms were not deemed suitable of this 

research, as they provide a purely subjective framework that excludes quantitative analysis.  

Therefore, they would not assist in generating a true and accurate representation of the 

resource-strategy-performance relationship. 

Therefore, it was determined that the realism approach would be utilized in this 

research.  This worldview approach is appropriate when areas under investigation are 

deficient in theory and lack well defined and tested constructs and principles (Parkhe 1993; 

Perry, 1998).  Although small business growth analyses have been used in the RBV, much 

research into resource leveraging is characterized by an absence of solid theoretical 

constructs.  Realism researchers facilitate their understanding about a subject through 

triangulating multiple perceptions about the form and nature of reality (Perry et al., 1999).  
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Therefore, in order to attain a real, albeit imperfect, picture of resource leveraging by small 

firms in Australian and the US, inductive and deductive elements were combined in this 

research so as to provide the data necessary for triangulation.   

Realism research assumes that perception is a window into reality from which a 

picture of reality must be triangulated with other people‟s perceptions (Perry et al., 1999).  

Therefore, a series of in-depth interviews were conducted after the literature review, in order 

to observe and organize observable facts in order to develop theory.  Then, statistical 

techniques were used to analyze the data collected from surveys of Australian and U.S. small 

businesses.  In brief, the realism framework was chosen because it permits a process of 

discovery in which theoretical constructs may be tested and resultant predictive theories of 

resource leveraging may be attained.    

 

3.3 Research Design 

Due to the creative and innovative processes of entrepreneurs, working within 

unpredictable patterns, entrepreneurs‟ experiences are distinctly unique (Morrison, 2000).  

This provides the opportunity for research design that can attempt to capture these elements.  

Research design involves specifying a master plan outlining methods and procedures to be 

used in collecting and analyzing the required data (Burns & Bush, 2003; Malhotra, Hall, 

Shaw & Oppenheim, 2002).  A research design is the structure or framework used to solve 

the research problem (Churchill, 1999; Kinnear, Taylor, Johnson, & Armstrong, 1993).  

Three types of research design are identified in this research including exploratory, 

descriptive and causal (Aaker, Kumar & Day, 2001; Burns & Bush, 2003; Churchill, 1999; 

Cooper & Schindler, 1998). 

Firstly, exploratory research is normally an unstructured and informal method of 

obtaining background information about a research problem (Burns & Bush, 2003; Churchill, 

1999; Sekaran, 2003).  Specifically, an exploratory qualitative study was used in this research 

to clarify the resource leveraging construct, test the conceptual model and verify theoretical 

propositions generated from the literature. Secondly, descriptive research was used in the 

second stage of the research design to describe and measure phenomena of interest (Cavana, 

Delahaye & Sekaran, 2003; Cooper & Emory, 1995) and provide greater insight into resource 

leveraging within the context or organizational growth. In contrast to exploratory studies, 

descriptive research is a more formalized approach that requires concise specification of the 

characteristics being investigated (Churchill, 1999).  Thirdly, causal research such as 

regression analysis is used to measure the cause and effect relationship between variables 
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(Churchill, 1999; Neuman, 2003).  The research design adopted in this research is shown 

diagrammatically in Figure 3.2. 

 

Figure 3.2 Research design used in this study 
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The purpose of this research is to investigate the relationships between resources, 

strategy and performance.  Although an in-depth study of the literature has resulted in the 

evolution of a model (Figure 2.5) and a set of propositions (Table 2.7), further qualitative 

research was warranted to identify issues that may not have been identified in the academic 

literature to date.  Consequently, a series of in-depth interviews were conducted with a 

sample of entrepreneurs located in the south east Queensland region of Australia and then in 

the state of Kansas in the United States.  This particular sample was chosen following the 

snowball method described by Neuman (2003); initially based on the location of the 

researcher and followed referrals from each interviewee.  These interviews were used to 

identify aspects of SME growth and strategic resource management and in particular further 

definition and operationalization of the resource leveraging construct.  The results were 

incorporated into a revised conceptual model (Figure 3.3) which was later tested through 

statistical methods (Aaker & Day, 1990; Sekaran, 2003). 

As noted previously, entrepreneurship‟s empirical and theoretical development 

remains in the early stages (Busenitz et al., 2003).  Aldrich and Baker (1997, p.396) suggest 

that the lack of theory used in the discipline is because of its “chaotic pre-paradigmatic state 

of development”.  Others think that entrepreneurship remains in a theory-building stage 

(Low, 2001) and is a “multi-disciplinary jigsaw” characterized by accumulative 

fragmentalism (Harrison & Leitch, 1996, p. 69).  With this in mind, the mixed methods or 

triangulation approach is utilized in this study.  While qualitative and quantitative methods 

are often treated as independent approaches to scientific endeavor (for example Beaver & 

Duhan, 1986; Davies, 2000; Deshpande, 1983; Mendenhall, Reinmuth), researchers have 

cited the need to combine „inductive‟ research with „deductive‟ testing (Carson, Gilmore, 

Perry & Gronhaug 2001, p.99) as pure induction or deduction may be untenable and 

unrewarding (Mingers, 2001).  In particular, researchers suggest that further advancement in 

the „body of knowledge‟ is dependent upon the continuous interplay of exploratory and 

confirmatory research (Parkhe, 1993, p.256). 

The concept of triangulation was introduced by Webb et al. (1966) and used 

extensively by Denzin and Lincoln (1994) who classified the use of more than one research 

method as triangulation.  This does not rely on different theories or paradigms; it is assumed 

there is a common ontology and epistemology.  The work of Geertz (1973) and Denzin and 

Lincoln (1994) described triangulation as the linking, mixing or combining of methodologies.  

Triangulating post hoc methods (e.g. questionnaires, surveys, interviews) with real time 

techniques can advance the field of entrepreneurship (Busenitz et al., 2003). 
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 Following the realism position discussed earlier, triangulation retains a positivistic 

epistemological framework while allowing for a flexible data collection strategy that may be 

more akin to interpretive research tradition (Clarke, 1998).  This approach is useful for multi-

operationalism, the use of several methods so that the biases of any one method might be 

cancelled out by the others (Webb, Campbell, Schwartz, & Sechrest, 1966).  Increased 

triangulation should improve the ability of researchers to draw conclusions from their studies, 

the use of a variety of methods to examine a topic might result in a more robust and 

generalizable set of findings to generate higher external validity (Scandura & Williams, 

2000).  

In a similar vein, multiplication of methods can help deepen understanding of 

different aspects of an issue (Fielding & Fielding, 1986).  The combination of methodologies 

can occur at two levels (Denzin & Lincoln, 1994).  One level is the mixing of quantitative 

and qualitative methods while the other concerns the mixing of the conflicting paradigms on 

which quantitative and qualitative methods are based.  This research proposal pertains to the 

first level described by Denzin and Lincoln (1994) to combine methodologies for data 

collection.  In further justifying the triangulation approach adopted in this research, the 

relative advantages associated with both qualitative and quantitative research will be 

examined next and then the rationale for a two-stage qualitative and quantitative will be 

explained. 

Qualitative research methods value discovery over verification.  Qualitative research 

assumes that an unstructured method of inquiry will encourage interviewees to choose their 

own interpretations, thus enabling a greater potential for new insights and perspectives 

(Aaker, Kumar & Day, 2001).  Through the adoption of a qualitative perspective, 

entrepreneurship researchers are able to explore in-depth issues in a less structured format 

that is achievable in quantitative analysis (Langer, 1987).  Qualitative data sources include 

observation and participant observation, interviews and questionnaires, analysis of documents 

and texts, as well as researchers reactions and impressions (Myers, 1994).  Proponents of this 

research method argue that the social and institutional context of scientific examination is 

best when contextual data is quantified (for example Bagozzi, 1994; Kaplan & Maxwell, 

1994).  In light of these advantages, many researchers use a multi-tiered design incorporating 

a qualitative theory-building stage and a quantitative verification stage (Aaker & Day, 1990; 

Marshall & Rossman, 1999). 

Qualitative methods were used in this research as the topic is in an early stage of 

theoretical development and hence quantitative findings may be premature and inconclusive 
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(Parkhe, 1993).  In addition, a technique such as in-depth interviewing provides a deeper 

understanding of SME growth strategies through obtaining „rich‟, „deep‟ and „real‟ 

information (Deshpande, 1983, p. 103) and „tracking down patterns [and] consistencies‟ 

(Mintzberg, 1979, p. 584), that were later tested through quantitative methods. 

Quantitative methods originally developed in the natural sciences to study natural 

phenomena (Myers, 1997).  Examples of quantitative methods include survey instruments, 

laboratory experiments, formal methods (for example econometrics) and numerical modeling.  

Quantitative researchers attempt to collect facts and study the relationship that one set of facts 

has with another, with the aim of producing statistically significant and generalizable 

conclusions (Zikmund, 2003).  Although quantitative research methods are generally 

correlational in nature in social psychology, social research and business research, they are 

often experimental in nature in other disciplines, and are used in verifying or dismissing the 

existence of explanatory relationships (McDaniel & Gates, 1993).   

Some researchers have found greater acceptance of quantitative methods in corporate 

settings (for example Ooslveen & Wouters, 1991), particularly when combined with 

qualitative methods at different stages of their research (for example, Mingers, 2001; 

Wimmer & Dominick, 1987). This two-tiered approach has the advantage of gaining an 

initial understanding of growth strategies for SMEs; together with the quantification of data 

and generalization of results from the sample to the wider population of interest.  Generally, 

qualitative analysis suits interpretive theory building, while quantitative analysis is more 

positivistic mode of inquiry.  In practice, qualitative research demands involvement by the 

researcher throughout the exploratory process while quantitative methods offers a more 

independent approach to testing verifiable hypotheses. 

In brief, this research combined both qualitative and quantitative research methods.  

Stage one of the research enabled a greater understanding of growth strategies and the 

resource leveraging concept.  Following this theory-building stage of the research, stage two 

involved a formalized statistical examination of a large number of representative cases.  Next, 

the reasons for choosing the interviewing technique are described. 

 

3.4       Choice of in-depth interviews 

In-depth interviews are useful as a qualitative research technique to explore 

respondent perspectives on a particular idea or situation, and to discover or unearth point of 

view and perspective; and to clarify doubts and ensure the responses are properly understood 

(Cavana et al., 2003; Denzin & Lincoln, 1998; Neuman, 2003; Sekaran, 2003).  It often 
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involves conducting intensive individual interviews with a small number of respondents 

about their thoughts and behaviors or to enlighten on new issues (Patton, 2002).  Often, as is 

the case with this research, this method precedes future surveys of a particular group as they 

are used to refine larger research questions (Denzin & Lincoln, 1998).  

  In-depth interviews are useful and provide deeper, richer information that is not 

available through other data collection methods, such as surveys.  They also can provide a 

more relaxed atmosphere in which to collect information, as respondents feel more 

comfortable having a conversation as opposed to filling out a survey (Creswell, 1997).  The 

systematic recording and documenting responses is coupled with the use of probing 

questions; this process gains a richer perspective from each individual at a time (Kvale, 

1996).   

There are some key characteristics of in-depth interviewing that differentiate it from 

other qualitative methods.  First, questions should be worded so that respondents cannot 

simply answer with a „yes‟ or „no‟ response.  Each participant should answer questions so 

they expand on the topic and offer greater insight.  Second, a semi-structured format should 

be followed.  That is, although pre-planned questions are asked during the interview, 

questions should be allowed to flow naturally, based on information from the respondent.  

Asking specific questions in order is not generally necessary, the flow of the conversation 

dictates the questions asked and those omitted. 

Next, understanding and interpretation is sought through trying to interpret what the 

interviewer hears; this is achieved through the use of probing questions to clarify or confirm 

the ideas expressed.  Critical to the process is to maintain a conversational tone, and 

positioning your role as a listener, making smooth transitions from one topic to the next.  

Recording responses are typically achieved through audio recording and written notes (i.e. 

field notes) along with non-verbal behaviors as they occur.  Last, reflections on the interview 

including views and feelings immediately following the interview is completed. 

In essence, in-depth interviews not only involve asking questions, but systematically 

recording and documenting responses coupled with intense probing for deeper meaning and 

understanding (Silverman, 1999).  Kvale (1996) outlined seven stages of conducting in-depth 

interviews.  These include thematizing, designing, interviewing, transcribing, analyzing, 

verifying and reporting.  This provided the framework for the interview process used in this 

research and each step will be described and examined in the context of this research next. 

1.  Thematizing: This is the first stage of the process whereby the interviewer clarifies 

the purpose of the interviews and determines what is required to understand from the process.  
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In this research, basic understanding was sought to identify which resources were critical to 

entrepreneurs in SMEs and why.  Secondly, investigation of the resource leveraging construct 

was sought and the factors that contribute to this phenomenon.   

2.  Designing: After determining the information under investigation, the design stage 

is a strategy to retrieve this data.  Key to this is the use of a design guide, or a list of interview 

questions and probing follow-ups that guide the interviewer the process. However, as 

previously discussed, interviewers should be willing to transition or change directions during 

the interview if necessary.  The interview guide aids the researcher to stay on track and helps 

to ensure that important issues and topics are discussed.  It provides a framework and 

sequence for the questions; and helps to maintain consistency across interviews with different 

respondents.  The interview guide is included in the Appendix (Appendix 3.1). 

There are three basic components of the interview guide: facesheet, actual questions 

and a post-interview comment sheet.  The facesheet is used to record factual information such 

as time, date, place of the interview.  Also, any special conditions or circumstances that may 

affect the interview are recorded.  Demographic information about the interviewee is 

recorded on the facesheet as well. 

The actual interview questions, probing questions or statements and anticipated 

follow-up questions comprise the second part of the interview guide.  Often a column 

alongside the questions is used for observations made during the questioning.  The final part 

of the interview guide provides a place to write notes after the interview that detail 

interviewer feelings, interpretations and other comments. 

Open-ended questions were used in the question design.  There are two main aspects 

to open questions (Delahaye & Smith, 1998).  Open or open-ended questions allow the 

interviewee a wide choice of possible answers.  While the interviewee may have only one 

opinion or remember only one point, as far as the interviewer is concerned the possible 

opinions or points are many.  Second, the open questions tried to maintain what is called the 

stem-plus-query design.  While some questions in an ordinary conversation may be arranged 

to ask respondents about an issue directly, for example:  „How important are human 

resources to your company?‟  The stem-plus-query design would articulate the questions 

such as: „I am interested in your evaluation of human resources in an organization.  Can you 

give me your opinion on the value of human resources to your company?‟ 

The stem-plus-query structure of open questions first gives the interviewee the subject 

to be investigated.  This allows the interviewee to start focusing their attention on the topic 
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and softens the question as opposed to an obtrusive inquisitorial succession of questions 

(Cavana et al., 2003).  This style also combines well with probing questions.  

3.  Interviewing: The interview consisted of three main parts.  The first section 

involved introducing the researcher and the study.  It was critical during this stage to establish 

a good rapport with the respondent.  Care was taken to put each interviewee at ease through 

discussing recent news or other unrelated but interesting information.  This part of the 

process was enhanced as the researcher shared personal history with the involvement with a 

start-up company, further establishing rapport and a sense of camaraderie with the 

respondent. 

One of the main goals was to guide the conversations until all of the important issues 

on the interview guide are explored.  This can be one of the most challenging aspects of the 

in-depth interviewing process as key to the role of the interviewer is to listen and observe.  

However, there were specific strategies utilized to improve the quality of the data.  These 

included active listening, where the interviewer listened and then re-phrased what was said to 

insure that the answer was completely understood.  Second, the researcher attempted not to 

rush the respondents and allow them to speak freely while guiding the conversation over 

important issues.  While this approach led to some interviews to approach two hours in 

length, it provided a strong rapport and extensive (detailed) information.   

Third, the researcher tried to maintain flexibility in the interview process.  Slight 

deviations were at times necessary which required rearranging or reordering the questions or 

at times developing new questions.  If the respondent deviated too far from the topic, care 

was taken to return them to the topic at hand.   Finally, when possible, an audio recording of 

the interview was used to use for later reference and increased accuracy.  The researcher was 

sure to ask permission of the interviewee before proceeding. 

Probing is a neutral response to clarify an ambiguous answer and combines a 

funneling sequence of questions with paraphrasing and allows the interviewer to delve into 

the memories of the interviewee (Cavana et al., 2003; Neuman, 2003).  If an answer appears 

to be irrelevant or inaccurate probing questions were used as needed.  There are many types 

of probes, including a three-to-five second pause allowing the interviewee to offer more 

information themselves.  The interviewer can ask questions such as „Any other reasons?‟ 

„Can you tell me more about that?‟ „How do you mean?‟ „Could you explain more?‟ In 

addition, non-verbal communication also can be effective; examples include tilting the head, 

raising eyebrows or making eye contact. 
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While probing is an effective method of gathering further information, care was taken 

to avoid any discomfort on the part of the interviewee.  For example, if the interviewee had 

limited knowledge in a particular area or if the extent of the information has been offered by 

the respondent and they appear to become annoyed with similar questions (Cavana et al., 

2003).  In which case, the interviewer should decide to include more closed-end questions 

and move on to the next area to be explored. 

4.  Transcribing: This involves creating a written text of the interviews.  It involves 

bringing together all information-gathering approaches into one written form.  Each response 

is written out from the interview using notes, audio or side notes (detailing observations, 

feelings and reflections).  The transcriptions were reviewed and studied and important 

information was noted. 

5.  Analyzing: This step involved determining the meaning of the information 

gathered in relation to the purpose of the study.  During this step, commonalities, patterns and 

themes were determined to make sense of the information.  Earlier in the process, this stage 

would often raise more questions that needed clarity, and further questions were addressed in 

the series of questions.  This process also determined if other interviews were required to 

examine issues more thoroughly. 

A summary of the key issues raised in order of priority and importance was made 

during/after each interview.  Based upon the results, the researcher refined the issues and 

occasionally developed further probe questions focusing on the areas of disagreement and 

agreement raised during the course of each interview.  

6.  Verifying: Verifying involves checking the credibility and validity of the 

information gathered.  The use of triangulation during this research provided a means of 

checks and balances as the researcher‟s supervisor reviewed the information to check if 

similar overall meanings were identified. 

7.  Reporting: The final step of the process is to share the information with 

stakeholders.   

 

3.4.1 Limitations 

As is evident in all research methodologies, in-depth interviewing does have some 

associated limitations.  Firstly, this is a theory building technique that should only be used in 

conjunction with frameworks and conceptual models that have been built from examination 

of prior literature (Carson et al., 2001).  Generalizations about the results are usually not able 

to be made because of small sample sizes and random sampling methods are not used. 
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The in-depth interview format of qualitative research may promote the 

misinterpretation of information due to the selective observation and collection of data by 

interviewers (Malhotra et al., 2002).  „Reflexivity‟ was employed to understand and control 

for researcher bias (Johnson, 1997).  This process involved „critical self reflection‟ (Johnson 

1997, p. 283) in order to gain clarity of vision (Douglas & Moustakas, 1984).  While it would 

be unrealistic to suggest that this process resulted in a complete suspension of personal 

expectations and judgment, it did nevertheless allow the researcher to actively listen and 

record what respondents were saying.   

Interviewing techniques are costly in general in terms of the time required to conduct 

interviews, refine questions and evaluate emergent themes.  Interviewers should take care to 

make the respondents feel relaxed and forthcoming with information, avoiding yes/no and 

leading questions, suing appropriate body language and keeping personal opinions in check.  

Interviewer bias is also greatest in face-to-face interviews, where the appearance, tone of 

voice and phrasing of questions may affect the respondent (Neuman, 2003).   

In brief, although there are limitations associated with the in-depth interviewing 

format, they are outweighed by the benefits provided by this qualitative technique.  It is 

especially useful when supplementing other methods of data collection as in the current 

research.  A more complete comparison of qualitative methods considered for this phase of 

the research, including convergent interviewing and case study techniques, is included in the 

Appendix (Appendix 3.2).  Next, the validity and reliability of this procedure are detailed, 

followed by a discussion of the implementation of the interviews and analysis of results. 

 

3.4.1 Establishing validity and reliability 

Researchers suggest that it is difficult to establish the reliability and validity of 

qualitative research as it is subject to individual perceptions and measure are difficult to 

calculate statistically (for example Johnson, 1997).  However, the semi-structured interview 

technique has structural and procedural safeguards that ensure the procurement of valid and 

reliable findings (Seidman, 1999).  Validity in qualitative research refers to the plausibility, 

credibility, trustworthiness, authenticity and therefore defensibility of the findings (Johnson, 

1997; Miles & Huberman, 1994).  Prior to detailing the various strategies employed in this 

research to maximize the validity and reliability of the findings, the potential researcher bias 

is discussed. 
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3.5.1 Validity relevant to qualitative research 

Validity refers to the degree to which the research accurately reflects or assesses the 

concepts to be measured.  Generally, researchers aim to promote both the internal and 

external validity of their studies in order to maximize the credibility and defensibility of their 

research.  However, not all positivistic criteria for ensuring the validity apply in qualitative 

research and in particular the „social world of realism‟ (Healy & Perry, 2000, p. 123).  Three 

additional types of validity are especially important in qualitative analysis; namely 

descriptive validity, interpretive validity and theoretical validity (Maxwell, 1996).  The 

strategies to promote these types of validity are discussed next. 

Descriptive validity refers to the accuracy of the reported descriptive information.  

Ideally, the presence of two researchers at each interview is the most appropriate method of 

obtaining descriptive validity, but cost considerations made this unattainable.  Instead each 

interview was recorded and later transcribed.  This ensured that the notes compiled during the 

interview were an accurate reflection of the information being provided by the interviewees.   

Interpretive validity is associated with meaning and in particular, how well the 

interviewee‟s „viewpoints, thoughts, feelings, intentions and experiences‟ (Johnson 1997, p. 

285) are reflected in the data.  The strategy employed to maximize interpretive validity was 

the use of low inference descriptors throughout the progressive interpretation reporting 

process.  When possible, a voice recording provided a verbatim record of each interview, and 

the interviewee‟s personal interpretations were included within the manual reporting process 

during the course of the interview.  In addition, verification of the preliminary conceptual 

model of growth, resources and strategy was sought from industry practitioners.  In 

particular, networking opportunities at events such as the Founders Forum meetings (an 

early-stage investment group) on the Gold Coast, Australia and events such as the Kansas 

Innovation Day, Wichita, Kansas; were used to confirm the appropriateness of new ideas and 

gain practical insight into resource needs of high-growth firms. 

Theoretical validity relates to how well and why the findings explain the phenomenon 

under study (Maxwell, 1992).  This is particularly important as theory development is reliant 

upon identification of new constructs and by showing associations between constructs 

(Maxwell, 1992).  Theory triangulation (Denzin, 1989), investigator triangulation (Johnson, 

1997), and peer review strategies were used in this research.  Theory triangulation was an 

ongoing process of reviewing interviewee responses to test the appropriateness of the 

theoretical explanations.  During the course of the interviews, every effort was made to 

identify alternative and dissimilar theories that would explain proposed relationships in order 
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to break simplistic relationships (Eisenhardt, 1989a).  This rigorous approach facilitated a 

questioning mindset to identify the significance of unidentified or confounding (extraneous) 

variables pertaining to resource needs and growth of SMEs. 

This research promoted theoretical validity through the use of frequent peer reviews.  

In this instance a supervisor of this research was involved to assist in the interpretation of 

results and clarify responses.  In addition, the interviewing process promotes theoretical 

validity through pattern matching; a strategy of finding patterns and consistencies that is cited 

as an integral part of qualitative research (Mintzberg, 1979).  Next, the methods employed to 

maximize both internal and external validity will be discussed. 

Internal validity refers to the rigor with which the study is designed and the extent to 

which alternative explanations for expected correlational or causal relationships have been 

adequately examined within the research process (Huitt, 1998; Malhotra et al., 2002).  That 

is, it measures the ability to show relationships unambiguously (Denzin & Lincoln, 1994; 

Zikmund, 2003).  Realism research deals with „open fuzzy boundary systems‟ (Healy & 

Perry, 2000, p. 123) and as such correlational or causal links are not fixed but dependent 

upon environmental influences.  Practicing entrepreneurs were chosen in order to obtain 

useful and relevant information adding to the quality of answers and the internal validity of 

the qualitative process (Patton, 1990).  However, this explanation in isolation is an 

insufficient justification of how validity was ensured throughout the qualitative process.  In 

particular, a variety of other strategies were use to promote the validity of the research. 

Researchers identify several types of internal validity including face validity, criterion 

validity and construct validity (Cook & Campbell, 1979; Healy & Perry, 2000; Johnson, 

1997).  Face validity refers to how well the research design appears to offer a process that 

will facilitate the data acquisition within the research agenda.  Although the research design 

and data collection methods seem appropriate, theoretical justification is not necessary to 

ensure face validity (Fink, 1995). 

Criterion validity refers to „generative mechanisms and the contexts that make them 

contingent‟ (Healy & Perry, 2000 p. 125).  Consistent with recommendations by researchers, 

issues central to growth through the use of resources were described and contextualized 

(Patton, 1990; Yin, 1994).  That is, information was sought from respondents to develop a set 

of answers supporting real conclusions as to why things occurred.  Demographic information 

such as the age and composition of firms, management position of respondents and 

contextual information such as the location and time of interviews were used to ensure that 

the data was information rich and appropriate (Patton, 1990). 
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Construct validity testifies to how well the results obtained from the use of the 

measure fit the theories around which the test is designed (Cooper & Emory, 1995; Sekaran, 

2003).  It is concerned with how well information about the theoretical constructs is 

measured by the research.  Firstly, construct validity was initially addressed through the 

careful definition of factors within the proposed theoretical model (Eisenhardt, 1989a).  

Second, two or more confirmatory questions were included in the interviews to ensure the 

validity of the interviewee responses to aspects of the business.  Third, the interview process 

allowed the interviewer to re-evaluate and re-design interview content when it became 

apparent that respondent information was inconsistent with the research question. 

Moreover, multiple sources of information were used.  This „data triangulation‟ 

method (Johnson, 1997, p. 289) involved using multiple data sources in the interview 

process.  Apart form conducting the interviews, the researcher cited relevant documents and 

was often invited to observe company premises.  A multiple research method is cited as one 

method of ensuring the reliability and validity of qualitative research (Jick, 1979). 

Additionally, for research to be generalizable and transferable (Campbell & Stanley, 

1963) strategies to promote the external validity of the research were implemented.  External 

validity focuses on the generalizability of the research findings (Cook & Campbell, 1979; 

Schwab, 1999; Zikmund, 2003), and it is difficult to generalize findings from qualitative 

research to the general population as the interviewees are not randomly selected.  However, 

due to the nature of participants, the sample was somewhat determined by recommendations 

from other interviewees.  So while the sampling technique is not random, it is not fully 

determined by the researcher, further reducing self-selection biases. However, further 

explanation as to the selection process, and its impact upon the generalizability is warranted. 

Research suggests that a naturalistic form of generalization is possible in inductive 

research providing that the generalization centers upon like populations (Johnson, 1997).  

While it is difficult to draw any conclusions about the SME population from the small sample 

of those interviewed during this first stage of the research, the investigation into resource 

growth strategies may show greater potential for naturalistic generalization (Stake, 1990).  

This was maximized by interviewing a diverse sample of entrepreneurs within very different 

industries.  These respondents had companies of different size, had different levels of 

experience, and, with respect to Australian and U.S. cultures, a diverse geographic and 

cultural background.  This aided in ensuring different opinions and insights, therefore 

supporting data integrity.   
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These contextual and demographic differences of respondents also serve to provide a 

limit on the likely generalizability of this research.  As similarities between entrepreneurs, in 

different settings, in different organizational contexts, proximal similarity between 

respondents and thus replication logic may be claimed (Yin, 1994).  That is, this research 

may be generalizable beyond people in this study (Johnson, 1997).  The larger sample 

obtained in the quantitative stage of the research will enable greater universality of findings.  

Next, central issues with regard to reliability of this study will be described. 

 

3.5.2 Reliability relevant to qualitative research 

Reliability refers to being able to show that should another researcher repeat this 

research, he or she should expect to attain similar results (Emory & Cooper, 1991; Sekaran, 

2003).  In other words, reliability is concerned with the stability and consistency of 

measurement during the research process and is central to the replicability of this study in the 

future (Cooper & Emory, 1995; Sekaran, 2003; Zikmund, 2000).  The reliability of the 

findings derived from the qualitative stage of this research was achieved through structural 

and operational procedures and was maximized through a series of cross-checks built into the 

research design (Kvale, 1996).  As the researcher who conducted the interviews was 

conversant with early-stage companies and small businesses, the collection of data was useful 

and reliable (Lincoln & Guba, 1994; Seidman, 1998).   

In addition, strict adherence to an organized and structured approach to recording, 

transcribing, writing, examining and interpreting interview data fostered reliability in 

research findings (Armstrong, 1985; Seidman, 1998).  Consistent with recommendations, the 

researcher enlisted the help of his supervisor in cross-checking findings, thus minimizing the 

potential for the misinterpretation of emerging themes prior to the conduct of each successive 

interview (Denzin & Lincoln, 1998).  This provided impartial feedback and interview 

process, data integrity and data relevance.   

Given the somewhat sensitive nature of the information sought by the interviewer, 

care was taken to establish trust with interviewees, through establishing rapport and ensuring 

the confidential nature of the research design (Malhotra et al., 2002).  Consistent with this 

direct and open qualitative process, interviewees were fully informed as to the nature and 

importance of the research and how and why they had been chosen for inclusion.  

Additionally, the potential for situational-related biases were minimized through conducting 

many interviews at the entrepreneurs‟ premises.  Based on various situational issues, such as 

the hectic schedules maintained by many small business owners, five interviews were 
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conducted over the telephone.  Table 3.1 below describes the tests for reliability and validity 

at this stage of the research.   

 

Table 3.1:  Methods of ensuring validity and reliability in qualitative research design 

 

Concept Research Process Stage of Research 

Descriptive 

Validity 

-Investigator triangulation by using two separate analyses -Research design and evaluation 

process 

Interpretive 

Validity 

-Use of low inference descriptors in progressive 

interpretation reports 

-Cross-checks with transcribed summary reports 

-Participant feedback 

-Research design, data collection 

and evaluation 

Theoretical 

Validity 

-Theory triangulation, use of multiple theories to improve 

understanding 

-Investigator triangulation 

-Peer reviews 

-Research design 

-Data collection 

-Evaluation and follow-up 

interviews 

Internal 

Validity 

-Choose industry expert respondent to provide useful and 

relevant information in support of cause and effect analysis 

-Presentation and elimination of rival theoretical 

explanations supporting „beyond reasonable doubt‟ 

conclusions 

-Research design 

Criterion 

Validity 

-Description and contextualization in reporting (including 

interviewee demographics and contextual information) 

-Research design, data collection 

and evaluation of findings 

Construct 

Validity 

-Theory building stage drew on a variety of academic 

literature which ensured consistency in initial framework 

-„Triangulation of imperfect reality‟ through confirmatory 

questions in interview 

-Interviewer has flexibility to change direction of interview 

when required (based on expert knowledge) 

-Research design, data collection 

and evaluation 

-Research design, data collection 

and evaluation 

-Research design, data collection 

and evaluation 

External 

validity 

-Choose sample of entrepreneurs from similar status, but 

different people and locations 

-Limited by sample size 

-Analytic generalization 

-Naturalistic generalization  

-Research design phase 

-Evaluation phase 

Reliability of 

Design 

-Supervision from colleagues 

-Information recording, transcription and analysis are 

standardized 

-Research design phase 

-Data collection and evaluation 

during interviews 

 

Source: Adapted from Burns and Bush (2003); Cook and Campbell (1976); Healy and Perry (2000); Lincoln 

and Guba (1985); Sekaran (2003); Yin (1994); Zikmund (2003).  
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In brief, the above section has detailed how the validity and reliability of findings was 

achieved through research design and operational procedures.  Next, the implementation of 

the in-depth, semi-structured interviewing method is discussed. 

 

3.6 Implementation of the in-depth interview process  

Although a review of the literature had resulted in the development of the preliminary 

model and set of propositions presented in Chapter 3, further clarification was needed to 

confirm the direction of the research, specifically to further understand the resource 

leveraging construct.  Procedural issues central to the implementation of the interview 

process are detailed in this section, followed by a discussion on the research findings. 

 

3.6.1 Sample selection 

Four issues were central to the sample selection process.  Firstly, respondents were 

chosen purposefully in order to provide relevant information about resource growth 

requirements in SMEs as is the case with convenience samples (Cavana et al., 2003; Malhotra 

et al., 2003; Neuman, 2003).  Secondly, it was particularly important for the researcher to 

access other entrepreneurs from interviewees with similar growth aspirations, as the 

interviewees could recommend other possible participants, a procedure known as snowball 

sampling (Cavana et al., 2003; Neuman, 2003).  This is a non-random process in which the 

researcher begins with one case, and then, based on information and relationships from that 

case, reports the process to access new participants (Neuman, 2003).   

 Third, sample size was determined by the data being derived from the interviews.  

That is, the researcher continued to interview new people until patterns or „themes‟ were 

reached (Neuman, 2003).  Fourth, in order to achieve heterogeneity in the sample (Seidman, 

1998), a range of entrepreneurs with companies of different age, size and industry were 

interviewed.  This procedure led to a total of 9 respondents in Australia and 13 respondents in 

the United States being selected and interviewed.  The sample demographic characteristics 

are presented in Tables 3.2. and 3.3 respectively. 
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Table 3.2:  Demographic information on entrepreneurs in the interview sample – 

Australia 

 

Entre. Industry Gender Stage Title Years in 

business 

AU1 Robotics   Male Early-stage/beginning 

commercialization  

 

CEO – 

owner/founder 

3 

AU2 Airline Male Early-stage/beginning 

commercialization 

  

CEO – 

owner/founder 

3 

AU3 Construction Female Continued 

commercialization & 

growth strategies  

 

President – 

owner/founder 

5-6 

AU4 Marine  Male Early-stage/beginning 

commercialization  

 

Owner/founder 3 

AU5 Gambling/ 

software   

Male Early-stage/beginning 

commercialization  

 

CEO – 

owner/founder 

3 

AU6 Professional 

Services 

Female Early-stage/beginning 

commercialization  

 

CEO 2 

AU7 Education  Male Beginning 

commercialization – 

no sales 

 

CEO – part-

owner 

1-2 

AU8 Tourism Female Start-up 

 

General Partner 1 

AU9 Sports Industry Male Established/utilizing 

growth strategies 

 

CEO/Founder 6 

 

Source: Data provided by entrepreneurs in the interview sample 

 



101 

 

Table 3.3:  Demographic information on entrepreneurs in the interview sample – United 

States 

 

Entre. Industry Gender Stage Title Years in 

business 

US1 Construction Female Commercialized 

 

Owner/CEO 6 

US2 Recycling Male Continued 

commercialization 

 

Owner  4 

US3 Precision Mfg Male Mature/expanding  

 

Owner/CEO 25 

US4 Recycling Female Continued 

commercialization 

 

Owner 4 

US5 Systems 

Integration & 

Professional 

Services 

Male Continued 

commercialization 

President 4 

US6 Nano Technology Female Commercialized 

 

VP  11 

US7 Internet Male Early-stage/beginning 

commercialization 

 

CEO/President 1 

US8 Software Male Continued 

commercialization 

 

President 3 

US9 Healthcare Male Continued 

commercialization 

 

President 2 

US10 Biosciences Female Early stage 

 

Founder/partner 2 

US11 Software 

/Professional 

Services 

Male Early-stage/beginning 

commercialization 

President 3 

US12 Bio-technology Female Early stage 

 

CEO 1 

US13 Sports Industry Male Established/utilizing 

growth strategies  

 

General 

Manager 

12 

 

Source: Data provided by entrepreneurs in the interview sample 
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Both the Australian and US samples included a cross-section of entrepreneurs, most of 

whom were early founders who had started these early-stage companies.  Many were 

accessed due to their acceptance into government/agency support programs based on their 

potential for high-growth.   

Many firms in the Australian sample of firms were participating in a federal program 

called COMET (Commercializing Emerging Technology).  Many firms in the US sample 

were participating in a quasi public/private program for emerging entrepreneurial companies 

called Kansas Pipeline.  Firms were operating in varied industries and several were focused 

on some form of technology for competitive advantage.  Interviewees were chosen on the 

basis of their knowledge, experience and/or position within these high-growth firms.  The 

profile of each respondent is given in the Appendix (Appendix 3.3). 

  

3.6.2 Interview process 

Several issues had to be finalized prior to each interview stage.  These included initial 

contact with the interviewees, interview particulars, opening and probe questions and 

interview summaries.  Interview times and venues were arranged over the telephone or via 

email.  Care was taken to inform each interviewee with information about the researcher, the 

purpose of the interview, the reasons why they had been selected, and the academic nature of 

the research together with issues of confidentiality.  Each interview was scheduled for one to 

two hours in duration and interviews were conducted either at the entrepreneurs facility or 

over at a neutral location (such as a coffee shop). 

 Care was taken to ensure that the opening statements adequately defined the research 

agenda and questions did not limit the scope of potential responses.  In other words, general 

questions were asked about the interviewee‟s own experience with the company.  Prior to 

asking the opening questions, care was taken to ensure that interviewees were comfortable 

with volunteering somewhat sensitive information. 

Firstly, each respondent was asked to identify certain demographic features about 

their companies.  Next, detailed questions about resources were asked and finally the concept 

of resource leveraging was discussed.  These specific questions and results will be addressed 

in the following sections in detail.  In addition, apart from improving the researcher‟s 

knowledge of small business growth strategy, these interviews assisted in refining interview 

technique.   

In establishing rapport with the respondent, the nature of the research was described, 

emphasizing the value of the research to academics, practitioners and economic development 
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as a whole.  Consistent with the approach of other researchers, the nature of the interview 

process was explained, and the researcher‟s role as an active listener and passive participant 

was discussed (Creswell, 1997).  Interviewees were assured of the anonymity and 

confidentiality of the process and their permission to record the interviews was obtained.   

 In keeping with expert recommendations (for example Carson et al., 2001; Cavana et 

al., 2003), probe questions were used to test areas of agreement or clarify areas of ambiguity 

during the course of the interview.  These questions were asked during and at the end of the 

interview prior to the interviewee‟s final summation. Apart from verbalizing probe questions 

initiated by why? how? and what? the researcher occasionally brought the respondent back to 

the question at hand (Yin, 1984).  Every effort was made to maximize the value of this 

exploratory stage of the research by following recommended guidelines in establishing 

rapport, formulating the opening questions, encouraging interviewee responses with gentle 

directives, using probe questions and inviting respondent summaries (Armstrong, 1985; 

Carson et al., 2001; Guba & Lincoln, 1994; Yin, 1994). 

During the course of the interviews respondents were given as little guidance as 

possible.  Any extended periods of silence required a prompting question to be asked.  

Usually these questions involved reiterating the interviewee‟s earlier comments using the 

format, „You said…can you give me details?‟ or „what did you mean by that?‟  Often 

respondents were asked probing questions to give examples and further clarify the reasons 

that led them to a particular viewpoint or decision.  During the course of the interview 

occasionally answers were reflected back to the entrepreneur to make certain that both the 

interviewer and interviewee were clear on expressed meanings (Bogdan & Taylor, 1989). 

 

3.7 Analysis of the interview data - Resources 

Having discussed the method employed to collect data during the first stage of the 

qualitative research, the procedure employed for analyzing and interpreting the data will now 

be explained.  The analysis of the data derived from the in-depth interview process involved a 

highly positivistic framework concerned with demonstrating the validity of process and 

structure (Carson et al., 2001).  Firstly, each interview was evaluated in order to clarify and 

expand summary notes taken during the course of each interview.  Care was taken to amend 

each summary note shortly after each interview.   

Secondly, a progressive interpretation report was compiled.  This involved the 

analysis of the complied information given by each respondent, then comparing notes 

compiled during the interview with other interviews allowing overlapping issues to be 
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eliminated and new and emerging themes to be highlighted (Cooper & Schindler, 1998; 

Neuman, 2003).  The first question was deliberately broad in nature and asked respondents to 

detail their business and industry; this aided in establishing initial rapport and gathers certain 

demographic data.  The opening question approximated the following: 

 

“Can you tell me about your company?”  (What sort of business are you involved 

with?  What is the industry you would classify your business as operating in?) 

 

In addition, many interviewees disclosed former career positions and personal 

employment history which provided additional insight into the nature of the participant 

experience.  Other demographic questions were then asked, and respondents were asked to 

detail their experiences with resource needs, this was intended to provide a general 

understanding of the role of resources in the respondents‟ strategy.  The next stage of the 

interview focused on the resource leveraging concept.  A copy of the interview guide is 

provided in the Appendix (Appendix 3.1).  The next section presents the findings of the 

qualitative interviews as a confirmatory process of the research issues and proposed model. 

 

3.7.1 SME growth overview – Preliminary comments 

Overall, the findings from the qualitative stage of the research assisted in 

understanding the range of resource needs and the underlying strategies involved with firm 

growth.  The goal of the interview process was essentially two-fold.  First, respondents 

provided information as to the relevance and importance of each theoretical proposition 

developed earlier.  Second, interviewees revealed specific information pertaining to the 

resource leveraging concept as a variable that affects SME growth.  As many of the 

propositions had existing support in the literature, this aspect of the qualitative research phase 

had particular importance. 

Interviewees confirmed that they viewed the management and gathering of additional 

resources as a necessary part of growth and integral to their business activities.  All 

interviewees agreed that resources play an important role in growth for SMEs (or any size 

business - US4).  However, specific resource needs varied as did the importance attached to 

them.  The resource leveraging concept was discussed and respondents evaluated and offered 

responses to questions surrounding its value and will be discussed in detail in the following 

sections.  Next, each proposition will be discussed. 
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3.7.2 Proposition 1: Financial resources 

 Financial resources are well documented to play an important role in resource bundles 

for firms; and especially start-up companies (March-Chorda, 2004; Terpstra & Olsen, 1993).  

This was discussed at length with respondents and perhaps shed light on an aspect not 

predicted in the theoretical examination from Chapter 2.  That is, Proposition 5 stated:  

“There is a positive relationship between financial resources and performance.”   

However, after the in-depth interviewing process, this resource was not included in 

the final model as a hypothesis.  Several findings from the interview process contributed to 

this decision.  

Firstly, while many of the entrepreneurs interviewed acknowledged the importance of 

financial resources, it was not deemed critical to their success.  Rather, financial resources 

were seen as a result or benefit of proper resource management, as opposed to a resource that 

provided growth.  For example, AU2 stated that if good human resources were in place in an 

organization, this will ultimately lead the company to financial success.  It was possible to 

leverage equity in the company to obtain and keep these quality employees (as opposed to 

financial incentive or reimbursement), thus leading to ultimate growth and future 

profitability: 

 

“I try not to rely on financial resources for this company to survive, I rely on the 

people I have behind it.  They have bought into the company as I have (referring to 

equity), and we all have to make it work.  If we create a great product and company 

together, the money will come – whether that‟s from investors or from customers” 

 

 AU5 stated: 

 

“The most important thing is knowing the potential of your product or service.  There 

will always be money issues – always!  But I feel I can always get around it or bridge 

the financing part.  But what if my product or service is failing?  That‟s when you 

have to worry – that‟s when the money will really dry up” 

 

This reveals an interesting philosophical outlook of many of the interviewees.  

Finance was often seen as a resource that was not the most critical when compared to others 

in the model.  However, while its importance was acknowledged, it was seen as a result or 

benefit of focusing on other resources.  While often deemed secondary to other resources, the 

effort to obtain it and maintain momentum still required a considerable amount of the 

entrepreneurs‟ time and effort and absorbed much of the conversations.   
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Many interviewees were similarly convinced of the long-term prospects of their 

companies, and that other resource types (such as the product/service, company operations, 

specific entrepreneur traits) led to the financial support they had garnered from public and 

private sources.  These other resource bundles would see them through to commercialization 

and/or greater growth in the near-future.  US3 affirmed this in the following statement: 

 

“I‟m confident we‟ll get there.  We have a lot of support and good people who believe 

in this product.  We have enough (financing) behind us because of its potential – we 

just have to be patient and get it right before we launch” 

 

These observations may be due to the optimistic outlook of many entrepreneurs 

(Minniti et al., 2007).  This describes the tendency of founding entrepreneurs to be over-

confident about their own product/service as the creator/inventor.  There appeared to be many 

complex issues surrounding the successful financing of a venture, some interviewees 

mentioned factors that include the riskiness of the venture, the amount of money needed and 

the potential payoffs.  However, while on-going activities surrounding the finance function 

have been identified in the literature as critical (March-Chorda, 2004; Terpstra & Olsen, 

1993), the findings from this phase of the qualitative research suggest that financial resources 

do not positively affect firm performance when considered with other resources in the model.  

Therefore, Proposition 5 is not confirmed and is not presented as a testable hypothesized 

relationship. 

 

3.7.3 Proposition 2:  Human resources 

Human resources were almost universally agreed as a major factor towards SME 

growth by respondents (with the exception of AU4).  For instance, one respondent stated that 

“It‟s mostly about people isn‟t it?  If you hire well and put competent, motivated people in 

place – that‟s half the battle” (US8).  This viewpoint indicates the critical nature of human 

resources and has been discussed in the literature review (Boxall & Steeneveld, 1999; 

Farjourn, 1994; Gimeno-Gascon et al., 1997; Lado & Wilson, 1994; Pfeffer, 1994).  

Proposition 1 stated:  “There is a positive relationship between human resources and firm 

performance.”   

This area was one of the first discussed and was often introduced by the entrepreneurs 

themselves during the initial stages of the interview process.  If necessary, probe questions 

were: 
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-- If not mentioned yet, describe each resource in model (human, finance, 

organizational, social, knowledge, EO).  Do you feel any of these types of resources 

are important for growth?  (Probe: Why or why not?) 

 

Interestingly, some entrepreneurs indicated that to attain quality human resources 

other resources must first be in place to attract them.  It was argued that „quality‟ (AU3) 

employees have options and that other resources are required to attract them (such as 

financial incentives or equity incentives).  For example interviewee AU3 said that: 

 

“Of course it‟s important to get good people – but how to you get them in the first 

place?  I‟ve had trouble with this…you see you have to have an attractive package to 

make them consider moving over to your company – especially if you are a start-up” 

 

This feedback appeared to create a „chicken and the egg‟ scenario for some 

entrepreneurs.  Human resources are critical but how can you attain and keep quality 

employees unless you have adequate financing or product/company potential (for equity) to 

lure such professionals.  However, given the high level of agreement with the majority of 

respondents, Proposition 1 was confirmed.  Thus the following hypothesis is presented: 

 

H1:  There is a positive relationship between human resources and firm 

performance. 

 

3.7.4 Proposition 3: Organizational resources 

Proposition 2 stated:  “There is a positive relationship between organizational 

resources and firm performance.”  Organizational resources appeared more difficult for 

respondents to conceptualize.  The researcher often had to describe the elements of the 

resource in order for respondents to articulate responses.  For example, as defined in this 

research, organizational resources include unique systems and policies; organizational 

structure, processes and information flow (Brush & Chagunti, 1999; Chandler & Hanks 1994; 

Edelman, Brush & Manlova 2005; Ropo & Hunt, 1995), as well as organizational routines, 

culture and structure (Dollinger, 1995; Greene & Brown, 1997; Tomer, 1987).  Once these 

definitions for organizational resources were elaborated upon, respondents most often agreed 

that these elements were critical to a firm.  For example, respondent (US11) said:  
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“I think every organization has a unique element to it.  This can be good or bad 

though - I remember the last company I worked for I just dreaded going in each day 

because of the way it was run.  I‟ve tried very hard to create a culture that keeps 

employees challenged and motivated.”     

 

Respondents also indicated that organizational resources may a more difficult type of 

resource to attain.  This result may be due to the encompassing nature of organizational 

resources and that dimensions such as „culture‟ are developed over time rather than acquired.  

For example, interviewee AU 3 stated: 

 

“It takes a long time to create a good company as there are so many things 

involved..its (organizational resources) probably the hardest one to get.” 

 

The elements of unique culture within organizations were discussed several times 

among respondents.  Interviewee US4 stated when referring specifically to start-up firm 

culture:  

 

“You have to keep tabs on organizational culture in a start-up; the space is so small 

that a couple of bad eggs can bring everyone down pretty quick.” 

 

Given the high level of agreement with respondents, Proposition 2 was accepted and 

the following hypothesized relationship is presented: 

 

H2:  There is a positive relationship between organizational resources and firm 

performance. 

 

3.7.5 Proposition 4: Social resources 

 Social resources, often better understood as „networking‟ (Lyons, 2002) showed 

strong support from most respondents.  Proposition 3 stated:  “There is a positive relationship 

between social resources and firm performance.”  The value of this resource was affirmed 

through evidence of respondents participating in several networking events - often on a 

weekly basis.  Interviewees supported the notion that social contacts and networking events 

can expose firms to new resource pools and thus access to new resource acquisition 

possibilities:  Respondent AU7: 

 

“Contacts are critical to access other resources.” 
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And 

“Most business people I know understand the value of networks.  A true entrepreneur 

is always selling, and anyone can be a possible customer or maybe a supplier of 

something valuable.”  

 

Similarly, US10 stated: 

“I met my biggest investor at a table where I was having lunch.” 

 

One interviewee (US5) stated that there is a large difference in the quality of 

networking activities.  Some respondents noted that they will participate actively if they sense 

the value of network participants in attendance ahead of time.  For example if the attendees 

are potentially helpful to their immediate business, such as potential customers or suppliers, 

then the event is much more appealing.  Others gave examples of potential investors being 

more valuable networking opportunities than service-providers (e.g. accountants or lawyers) 

who were deemed less valuable.  For example: 

 

“Some networking events are valuable to me if there are investors there who really 

have an interest in investing in companies.  But if the people are just there to mingle – 

then it‟s a waste of my time.”    

 

However, there were rare cases who disagreed with the value of networking activities 

at all, for instance respondent AU8 commented that:  

 

“I think most of these networking events are rubbish personally.  It takes up too much 

time.  They count on you meeting someone by chance that can help your business and 

I don‟t have time for that.” 

 

Networks, a form of social capital, appear to be key resources for entrepreneurs, and 

this has strong support in the literature (see Lyons, 2002) and can serve as a bridging function 

between other resources (Elfring & Hulsink, 2003; Johannisson & Monsted, 1997).  In the 

very large amount of cases, social resources were agreed to have an important role in the 

growth of a firm.  Additionally, the quality and makeup of the networks appeared critical.  

Therefore Proposition 3 was accepted and presented as H3: 

 

H3:  There is a positive relationship between social resources and firm 

performance. 
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3.7.6 Proposition 5: Knowledge resources 

 Knowledge resources had a large amount of support from respondents.  They have 

been defined previously as a continuous process of managing all knowledge in order to 

anticipate current and future needs, to identify and exploit existing and acquired knowledge 

as well as developing new opportunities (Carrillo et al., 2004; Quintos et al., 1997).  

Proposition 4 stated:  “There is a positive relationship between knowledge resources and 

performance.”   

Similar in some regards to organizational resources, some interviewees could better 

answer this question with further explanation of the concept.  Overall, it was widely 

acknowledged by respondents that knowledge resources were critical to SME growth.  For 

example AU1 stated: 

 

“If you think about it - knowledge is king.  How many times have you screwed 

something up and look back and think – what if I‟d known that at the time?  If I had 

the right information I would have done things a lot differently and saved myself a 

whole lot of worry…”  

 

Similarly US11 confirmed: 

 

“You need information.  I constantly talk to suppliers, customers, investors and 

anybody I think who has expertise.  That way, I have a much better idea of the market 

and my own products – then you can make better decisions.” 

 

And 

 

“I am constantly seeking new information in my area.  I attend trade shows and 

seminars whenever I can.  I feel if I can stay ahead of my competitors with industry 

knowledge than my company can stay ahead.”(US9)  

 

Some of these responses may be explained by a large proportion of the sample 

participating in programs that educate entrepreneurs in business.  For example, entrepreneurs 

in the Kansas Pipeline program undertake a series of weekend seminars educating them in 

areas of general business such as management, investors/financing and marketing.  While 

many of these founders have sound technical knowledge (for example nano technology or 

biosciences), business education and best-practices may be quite new.  Many of these 

interviewees were very positive about the new business concepts they were learning and 

therefore education in general. 
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Another explanation for the wide acceptance of knowledge resources as critical may 

be explained by the encompassing definition of the concept.  That is, knowledge can be in the 

context of industry information, knowledge of competitors, general business savvy, learning 

from mistakes or technical expertise.  Any of these components were considered knowledge 

advantages by respondents and placed this resource highly over most others. 

Therefore due to the wide acceptance of knowledge resources by interviewees as 

critical to the growth of firms, Proposition 4 is accepted as a hypothesis: 

 

H4:  There is a positive relationship between knowledge resources and firm 

performance. 

 

3.7.7 Proposition 6: Entrepreneurial Orientation (EO) 

The concept of entrepreneurial orientation includes innovation, proactiveness and 

risk-taking (Covin & Slevin, 1989; Wiklund, 1999).  It is described as the firm-level 

processes, practices, decision-making style of an entrepreneurially-oriented firm (Jantunen et 

al., 2005).  Proposition 6 stated:  “There is a positive relationship between entrepreneurial 

orientation and firm performance.” While most respondents appeared to consider themselves 

„entrepreneurial‟, a definition was usually presented after initial questioning on the concept 

that aided in further analysis. 

All three of the dimensions were overwhelmingly agreed upon, showing further 

support for the construct from the theoretical underpinnings presented in Chapter 2.  Similar 

to the knowledge resources, after further explanation of the concept, entrepreneurial 

orientation was met with wide-spread support and what appeared to be extra obvious 

enthusiasm on the part of respondents.  A notable observation was what seemed to be a 

connection between entrepreneurs, the notion of innovation “…we‟re changing an industry” 

(US2) combined with risk-taking behavior “You‟ve got to be crazy to do this” (AU8) seemed 

to develop a kinship; a knowledge of the experience of owning your own company and the 

battles and personal accomplishments that come with it.  This innate spirit, or “thirst for 

adventure” (US7) appears to be captured in the EO concept as the enthusiasm of participants 

for this resource was apparent.  Other examples include: 

 

“We are constantly trying to innovate and look for new opportunities, whether they 

are new applications or new markets.  Things change too quickly in this industry; 

innovation allows you to stay ahead of your competitors.”(AU7) 
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And 

       

“You have to love what you are doing, you‟ve got to love the battle each day and just 

accept the risk - then success will follow” (US4). 

 

The notion of innovation and bringing something new to market was exceedingly 

apparent with most subjects.  This has been supported in the EO literature (see Gold et al., 

2001).  Enthusiasm for the technical advantages of their product or service was obvious; 

many appeared to have an honest feeling that they were helping society in some fashion with 

the development of their products.  For example, US9 stated  

 

“We believe our service will change the way our people think about healthcare.  We 

are bringing a human component back to the industry and that‟s good for our 

customers and obviously gives us an advantage” 

 

EO has been discussed in the literature as a way a firm operates rather than what it 

does (Lumpkin & Dess, 1996), and having an influence on other resources of the firm.  This 

positioning was supported by some respondents.  AU2 noted: 

 

“I encourage my employees to innovate in everything they do – not just with the 

product.  That‟s part of the advantage a small company has over the big guys, they 

may have more money but we‟re nimble and can make decisions quickly.  If we see a 

way to innovate and get an edge we can simply adjust and capture that innovation in 

what we do” 

 

Due to the positive responses to entrepreneurial orientation concept as a resource for firm 

growth, Proposition 6 is accepted as a hypothesis: 

  

H5:  There is a positive relationship between entrepreneurial orientation and firm 

performance. 

 

 Following the questioning of respondents on the individual resources to be used in the 

model, the concept of resource leveraging was discussed at length with the interviewees.  The 

following section firstly provides a summary of the interviews, then describes the questions 

utilized and the resulting descriptions from respondents.  Finally, a definition of the resource 

leveraging concept is provided. 
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3.8 Analysis of the interview data - Resource leveraging 

 Research has suggested that a strategic influence is required between the resource-

performance relationship for greater growth (Bhide, 1994; Bird, 1998; Storey & Thomas, 

2002).  While most previous research in strategic entrepreneurship has presented conceptual 

frameworks on the concept (Hitt et al., 2001, Ireland et al., 2001), this study was designed to 

encompass both a theoretical and practical approach to developing the strategy and 

entrepreneurship paradigm.   

This research has proposed the concept of „resource leveraging‟ as a strategic 

orientation utilized by firms that affect their resource base in order to gain competitive 

advantage.  While prior research has proposed definitions of resource leveraging (see Morris 

et al., 2001; Stevenson & Jarillo, 1990; Tiessen, 1997; Tiessen & Merrilees, 1999), to date no 

such operationalization of the concept has been developed.   

After reviewing the literature to develop the preliminary framework (Chapter 2), an 

examination of that framework was undertaken in the context of entrepreneurs in small firms 

through a series of in-depth interviews.  The following section of the qualitative research 

presents the process that further defined and operationalized the resource leveraging concept. 

 

3.8.1 Resource leveraging - Preliminary comments 

 Overall, the findings from this stage of the research assisted in developing the range 

of dimensions associated with the concept that aid entrepreneurs in strategically managing 

resources.  Firstly, it was universally agreed that resources alone are insufficient to achieve 

sustained growth in small firms.  Some respondents mentioned examples of firms within their 

industry with greater resources than their own that have failed “…for sure, in fact I take great 

pleasure in that (companies failing with greater resources), it just goes to show it‟s more than 

just money or technology or whatever, you have to have good instincts and good business 

sense.” (AU5).  These types of responses indicate a strategic orientation or advantage within 

their business model. 

Secondly, within the sample two distinct entrepreneur types became observable.  All 

firms in this research were considered to show recent growth and have potential for success.  

This was based on several factors, one of the first being that many of the entrepreneurs had 

been accepted in government or agency funding/training programs.   These programs were 

based on qualifying areas of technology potential/expertise, innovation and various 

intellectual property (IP) surrounding the firms‟ products/services.  Other factors were taken 

on face validity such as years in business and evidence towards recent expansion.  However, 
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in order to fully understand and delineate which firms may have higher-growth potential and 

success rates, factors were identified that separate these companies.   

For example, some entrepreneurs exhibited evidence towards basic success or focused 

on mere survival.  For example, “…we look for opportunities but sometimes growth can get 

out of hand too…I tried a new location recently and it turned out to be a mess.  My wife 

called me „greedy‟.  Lately I‟ve decided that to make it to next week and still be profitable is 

not a bad goal” (AU9).  While survival may be important, the focus of this research is on 

high growth; and evidence of this inclination was shown by several others in the sample.  

This led to some firms being dubbed “Little e‟s” (or „Little entrepreneurs‟); those with an 

orientation more towards survival or in many cases appeared to have lower growth 

aspirations. 

The alternative view from several respondents was an obvious focus on superior and 

rapid growth.  These respondents revealed an inclination towards growth of their companies 

as a priority even over personal outcomes such as position or financial rewards.  For example 

“My whole focus is growing this company to the point where it‟s even too big for me to 

operate anymore.  If that day comes I will happily hand over the reins to someone else…this 

means I‟ve been successful” (AU7).  Thus, it was observed the growth aspirations of 

entrepreneurs and the firms they influence differed in their approach to growth strategies.  

Firms with an orientation towards higher levels of growth were dubbed „Big E‟s‟ (or Big 

Entrepreneurs).   

Third, this separation of high and low growth entrepreneurs led to a demarcation of 

the two groups based on several factors.  Areas were uncovered that were considered 

essential in the strategic management of resources in order to obtain high growth by the Big 

E‟s.  Some of these include leadership, creativity, recognizing opportunities, utilizing internal 

and external resources, environmental awareness and long-range decision-making.   

As mentioned previously, while all firms in the study were considered to have exhibited 

growth or have high growth potential, several factors were identified that separated these 

firms based in part on their performance.  Performance was based on questions pertaining to 

growth; such as growth in revenue, the number of employees, new product development, new 

projects, expansion or other investment.  Intentions towards growth were also considered, 

such as plans to increase production, open new locations or to introduce new products or 

services.  For example, responses were gauged on the following questions: 
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 I am interested in how firms grow.  Can you describe some areas or give some 

examples how your company has grown or intends to grow?   

 

 Looking forward now, can you describe as the most critical aspects you are doing (or 

plan to do) that are the most important for the sustained growth of your company?   

 

By gauging the occurrence and weight of responses to these questions, it was 

attempted to pinpoint higher-level growth processes, capabilities and potential of the firms. 

These findings and the development of the resource leveraging construct will be detailed in 

the following sections. 

 

3.8.2 Big E versus Little e – A typology of growth potential 

As discussed, this in-depth interview process led to two distinct entrepreneur types 

becoming observable.  Overall, Big E‟s continually exhibited strong inclinations toward 

growth, success as defined through survival or arrival as an SME was not sufficient.  Some 

early “Big E” similarities were associated with a strong focus on management and 

construction and development of the business model as key factors.  This is consistent with 

Venture Capital (VC) literature that suggests investment in emerging companies is based on 

management quality and sound business models focused on profitability rather than the 

product or service (Sohl, 2003; Van Auken, 2002).   

Big E‟s would often step back and survey the environment and adjust their strategy as 

necessary as they moved through the entrepreneurial process from early stage to 

commercialization.  Obstacles were overcome utilizing existing internal resources and being 

flexible enough to re-position their product or service, brand or company business model if 

necessary.  Constant awareness to sense the environment and therefore exploit further 

opportunities to grow was seen as critical.  For example, the questions:  

 

 “Can you describe ways in which your company has „leveraged‟ resources?” 

 

And 

 

 “How did you go about attaining or acquiring your resources?”    

 

This led to responses such as: 
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“Management has to have an eye on potential resources.  It‟s not just the product or 

service - you may start with that - but it‟s only one part of the company as it grows…if 

you lose sight of the business-end, things can get bad quickly. It‟s important to have a 

good leader, someone who is on top of things and can manage what‟s going on” (AU4).  

 

In contrast, Little e‟s were strongly focused on their product or service as the lever to 

attain new resources:  

 

“I believe this product will sell itself.  There‟s nothing like it out there…I‟ve already 

talked with several potential investors who are interested…it‟s the (product) that 

attracts other resources” (US7). 

 

Little e‟s tended to become mired down in day-to-day activities.  Due to the 

environment of small firms and start-ups, where founding entrepreneurs must multi-task 

many disciplines and activities, this condition is easily understood.  However, this aspect has 

a domino effect on other components of the organization. For example, the rapidly changing 

environment in which small businesses typically operate must be monitored and young firms 

may have to adapt to a variety of unexpected conditions.  This can lead to a number of 

“problems always rearing their head” (US1) tending to creep up on Little e‟s.  For example, 

the following question regarding obstacles:   

 

 “Can you give me some specific examples of how you used resources to overcome 

obstacles along the way?  (Or adversity)” led to a differing answers: 

 

“We had a guy who I trusted to run part of the business but ended up screwing 

everything up and I had to come back in and get things going again.  I thought at the 

time that things can‟t get any worse, and I was stupid for putting my trust in someone 

else.  But eventually I realized I can‟t do it all, and found (another person)…who in 

the end I‟ll admit ran it better than me, that left me to go on to other things…if you 

want to grow I guess you have to let go”(US3) 

 

 

Other entrepreneurs showed a tendency to rely on their own abilities to overcome 

obstacles: 

 

“I try to rely on my own instincts, I have good people but when it comes to making big 

decisions with a problem it has to be me.  That‟s why you can‟t go too far from the 

business on a daily basis to maintain control” (AU9).  

 

Roadblocks to progress were often treated with disdain by Big E‟s “…go right 

through them” (AU5) or simply overcome them through enlisting services of others that 
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could help “…somebody‟s gotta know” (US5).  This inclination towards the mobilization of 

external resources is a distinct variation between the two.  Importantly, another difference lay 

in identifying the scope of certain challenges; that is, Big E‟s tended to know when the 

roadblock was significant enough to warrant an important response, such as requiring 

additional financing or service providers.  Whereas Little e‟s showed regret at spending too 

much or apportioning too little resources on certain problems, or perhaps taking incorrect 

courses of action.   

The management of these issues was a defining differentiation point between the two.  

While Big E‟s analyzed the situation and examined which resources at hand may solve the 

problem for them, Little e‟s appeared to have a tendency to feel uncertain and not sure where 

to turn for new resources.  Indeed, they seem to have difficulty in understanding what 

resources may be necessary.  This impacts their growth and pace at which they can develop, 

perhaps losing crucial time in development and speed to market.  A profile of the two 

entrepreneur types are set out below in Table 3.4:  
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Table 3.4:  Profiles of Big E and Little e 

 

Big E Little e 

Has management and marketing focus i.e. 

customer centric 

 

Focal point is on product or service – and not 

on the business 

Leverages whatever is necessary – and 

maintains a positive outlook towards this 

challenge 

 

Inward focus – which translates to not 

appreciating or envisaging leveraging 

options 

Sees opportunities as they develop – beyond 

just the initial opportunity 

Not always aware of environment – resulting 

in missing opportunities and minimizing any 

reaction times („buffers‟) 
 

Business model viewed as important which 

influenced many facets of the organization. 

However, critical to change when necessary 

 

Business model not given much attention or 

thought. Very involved with daily issues, 

operations.  Other issues more important 

 

Must stay flexible – okay to change, expects 

change – contingency plans 

Often focused on numbers, policies and 

procedures i.e. more rigid and less forgiving 

Places trust in others to stimulate growth Belief that they are „in it alone‟ 

Good decisions on timing – derived from an 

approach centered upon “sensing” the 

environment 

Poor decision-making, too fast/slow in 

reaction time.  Response to change in 

environment often uninformed/impulsive 

 

Focus on the big picture i.e. maintains a 

long-term outlook 

 

Decisions often short-term 

Investigation of opportunities through 

constant entrepreneurial assessment 

Continuation with initial idea or “lightbulb” 

moment/vision – which results in the 

entrepreneur not being as open to new events 

due to short-term assessment strategy 
 

 

Source:  Developed for this research 

 

 

 

However, some similarities between the two profiles were also evident.  The term 

“opportunity” proved to be consistently important to both Big E‟s and Little e‟s.  This may 

suggest that entrepreneurs understand that opportunity recognition is key to success despite 

whether they are oriented toward growing their company or interested in simply surviving 

and becoming a “lifestyle” business (Morris, Schindehutte & Allen, 2005, p. 730).  In either 

scenario, if initial success is achieved through recognizing and exploiting the opportunity, 
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than this factor was key to all entrepreneurs regardless of aspirations, as described by Shane 

(2000). 

Both Big E‟s and Little e‟s identified the opportunity as a driver of resource 

management.  That is, the opportunity would lay the framework for the resources needed to 

exploit it.  However, Big E‟s could see further advantages (opportunities) that may lie beyond 

their initial product/service and/or market idea.  Big E‟s tended to think from a broader 

perspective, how their opportunity could perhaps “fit somewhere else” (US5) and not be 

confined to their current niche in the market.  They perceived further competitive advantage 

and applications in other markets not usually seen by Little e‟s.  New applications can be a 

signal that firms are looking towards continual growth and new and different ways of 

achieving it.  For example, as one respondent noted: 

  

“..the opportunity could be a product extension, application in a related industry or 

introduction into a whole new industry.” (US5)   

 

Furthermore: 

 

“You have to stay flexible and exploit opportunities as they arise.  We have made 

many changes from our original vision.  I guess for two reasons: survival is probably 

number one – but also continue to grow.” (AU2) 

 

Innovation has proven to be consistent between both Big E‟s and Little e‟s and this 

concept was discussed often.  While innovation can come in many forms, such as innovation 

in a new product, distribution system, or even new approaches to business, the word 

„innovation‟ had very different meanings for the entrepreneurs interviewed.  For example, 

when the concept was discussed in interviews, responses varied from dramatic new product 

developments that had potential to “change an industry” (US2) to an „innovation‟ which was 

interpreted as simply a new way of going about an everyday task (US10).  In either case, 

innovation for these entrepreneurs was viewed as a method of keeping their business fresh 

and evolving – whether on a large or small scale.   

While financial management was ultimately not included in the final model to be 

tested, it was discussed during the interviews and deserves further mention in the findings.  

This was another area that showed similarities but with some obvious differences.  As 

described earlier, continued maintenance and stewardship of this element is important; but 

became a focus and “a constant worry” (US13) for Little e‟s and appeared to undermine or 

inhibit their growth management goals in the short and long term.  Often equity investment is 
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utilized to bolster financial positions due to cash flow shortages in early stage firms, and 

while this option was mentioned by several entrepreneurs, surprisingly many entrepreneurs in 

this sample had maintained a majority of ownership.  Once again, while financial resources 

were acknowledged as an important factor and must be managed, high growth was not reliant 

on its presence.  

Big E‟s had an obvious focus on the business model; they identified the business 

model as the vehicle to exploit an opportunity, and therefore adapt or change this as 

necessary to achieve their goals.  In contrast, Little e‟s tended to become very involved and 

inwardly focused on their product/service; “my baby” (US7) as noted by an interviewee, 

perhaps underscoring the differences between inventors and innovators as described by 

Drucker (1985).  That is differences lay in the invention being something new that is created 

but not utilized; and innovation the eventual adoption of a new practice due to the invention; 

thus exploiting the inventions‟ potential.  This tendency to focus on the product/service as 

opposed to the business operations may be another differentiator as to why some businesses 

are more prone to growth.  Several Big E‟s note that they hope to grow the business to a point 

where someone else (such as hiring a new CEO) can step in and take over the business. 

Big E‟s also exhibited a tendency to “see the light at the end of the tunnel” (AU1) 

early.  That is, when the idea was originally born, the pathway to commercialization was 

often more clear.  From concept to commercialization, Big Es examine opportunities with 

this „big picture‟ mentality.  It was more quickly apparent to Big E‟s as to how the process 

might unfold, potential advantages and disadvantages, and the overall opportunity potential.  

For example, US11: 

 

“You have to learn to make decisions quickly.  Not that it‟s spur of the moment stuff, 

you may need a few days for it to gestate – if you know what I mean.  But you don‟t 

have a lot of time to spend evaluating which path to take, you have to have a good 

business sense about you to quickly analyze if this is a good opportunity or not – then 

move on it one way or the other.  Even if you have the resources available, you have 

to ask strategically „is this a good decision for us right now?‟ „Where will this go.‟  I 

think it is an art and a science”. 

 

Also: 

  

“You have to be aware of what‟s going on around you- in your business or in your 

industry.  Something may pop up that is totally different from what was in your 

business plan.  Sometimes it may not be as bad as you think – maybe it‟s an 

opportunity.  You‟re not going to say „no‟ to a great opportunity because it‟s not in a 

plan - no way” (US8). 
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And: 

 “It‟s so easy to get bogged down - and even depressed!  There‟s a lot of pressure, a 

lot thrown at you every day and sometimes you just have to clear your head and keep 

asking yourself „ Is this worth spending a lot of time on right now?  Is this going to 

grow my company?‟ – If the answer‟s „no‟ then drop it and move on” (AU4). 

 

As discussed above, several entrepreneurs confirmed networking as critical.  Big E‟s 

saw networking as a vehicle to further exploit resource leveraging opportunities.  Networking 

facilitated reaching the resource-providers they needed; giving them the ability to leverage 

and acquire other external resources necessary for growth or to overcome problems.  When 

probed as to what type of network contacts were most important, several respondents stated 

that contacts in government and university were valuable.  This could be explained in part 

again from the bulk of the sample being interviewed having participating in government and 

quasi-government programs, which involved university-led training in some instances.   

 Big E‟s tended to view the wide scope of resource stocks as manageable, often 

through placing trust in outside service providers who can not only manage the activity but 

also provide additional support through professional business advice, thereby leveraging 

additional resources.  Entrepreneurs cited this aspect as critical; noting that all aspects of the 

firm grow as the firm increases in size (for example the amount of human resources, 

facilities/operations management, financial resource management) and that “the monster can 

grow” (AU2).  Little e‟s tended to be concerned with attempts to control many of these 

aspects in the face of growth.  For example, they were prone to not relinquish control of 

functional areas and thereby place additional burden on themselves, detracting from time 

spent on their core competency within the firm and become overwhelmed with unrealistic 

time and personal resource requirements.  Improvement in top management could be 

achieved as evidenced by one company that had just hired a new CEO.  As it began to grow 

quickly, the entrepreneur acknowledged the additional management and technical expertise 

requirements necessary for sustained growth, and he or she stood down and was replaced to 

make way for continued growth.   

 

“An organization can‟t grow without people.  One person can‟t do it all, so you have 

to learn to let go.  This is hard for some entrepreneurs.  We were lucky enough to 

have a founder who had the foresight to know that the company could not grow any 

further unless he let go of the reins.”(AU7) 
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Other differences between the two typologies were evident.  Big E‟s exhibited more 

flexibility and creativity in identifying and acquiring resources.   

 

“I guess flexibility is important – in your business, in your thinking, your management 

style.  You can never be sure what‟s around the corner, so you may end up in a totally 

new industry than where you started – so what?  Are you successful is the question…” 

(US11) 

 

The following questions revealed some interesting answers and offered additional insight into 

the growth process: 

 

 Is there one common element (whether a resource, strategy or perhaps something that 

we have not discussed) that you needed or learnt throughout the process of starting 

and/or growing the company that is the most critical for your success? 

 

 Did you find your resources needs changed over time?  In what ways? 

 

Some interviewees stated resource needs change over time, and that some become 

more important to an entrepreneur as the company evolved; for example as a start-up firm 

crept towards commercialization or as an established company with new growth aspirations.  

Interestingly, these questions allowed some interviewees to describe the effect of time on 

their company‟s progress.  Some stated that patience was important to implement as part of 

their strategy.  This was quite surprising given the level of intensity often surrounding early-

stage firms.  Often the lack of resources and a competitive advantage in product innovation 

leads to a rush to market in order to gain first-mover advantage (Ebert & Griffin, 2005).  

However, these respondents described an over-zealous rush to market will diminish their 

chances of sustained competitive advantage once they reach commercialization.  Or put 

another way, it is better to wait and churn some existing resource stocks prior 

commercialization and “get it right the first time” (AU1) than to rush to market and have 

problems evident once in the marketplace.  For example, AU4: 

  

“What we are choosing to do I call „submarining‟.  We won‟t go to market until we 

are ready.  Meaning we will continue to prepare, moving along just underneath the 

surface, then when the time is right, we will burst up with force” 

 

Also: 
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“We want our product to be market-ready.  You don‟t want to get a black eye early 

on; it‟s hard to recover from” (US12) 

 

Other resources such as technological resources, received some attention from 

respondents.  This could be due to several of the participants being based in technology-

focused firms and may help explain this result.  Technological resources were cited as critical 

through intellectual property protection such as patents which provided entrepreneurs with 

competitive advantage.  For example, in response to the following question: 

 

 Looking forward now, can you describe as the most critical aspects you are doing (or 

plan to do) that are the most important for the sustained growth of your company?   

 

US6 stated: 

 

“It‟s important for our company to maintain its technological advantage and focus 

our resources in this area moving forward”. 

 

Other questions where respondents were asked to think broadly and respond with their 

observations included: 

 

 Is there one common element (whether a resource, strategy or perhaps something that 

we have not discussed) that you needed or learnt throughout the process of starting 

and/or growing the company that is the most critical for your success? 

 

While this question did not garner much new information, it did however lead to 

several confirmatory responses.  For example, management again was considered critical, 

especially for U.S. respondents.  This aspect was viewed as superior as it directed other 

functional elements of the organization.  For example, entrepreneurs saw marketing and 

finance as critical but ultimately fell under the auspices of the CEO/entrepreneur, functions 

that the entrepreneur had often allocated to others with this expertise.  For example: 

 

“Managers or owners have to know what‟s going on all the time.  You need good 

people, yes, but even good people have to be motivated and incentivized to perform.  I 

think managing a company is difficult because of the constant evolution of a start-up.  

The risk involved is always there and you have to have a constant eye towards the 

business the whole time.”(US12) 
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Thus, overall management of the firm was considered key to the organizations‟ 

success.  Marketing was another response also considered important, perhaps explained in 

part by many of the respondents in an early stage of commercialization where a strong 

marketing focus had begun or was about to begin.  Once again financial considerations were 

mentioned, but interestingly within the context of beginning sales revenue, which justified 

their existence to early stakeholders.  Thus sales potential, established via a steady growth in 

sales history (if only short) and favorable market research projections, were often considered 

more critical than actual revenue from sales.  This was an important leveraging tool to attract 

the resources of future investors, for example in private equity markets and possibly venture 

capitalists which are often critical for further growth.   

 Australian respondents discussed the future management of finance as an issue.  As 

some respondents were under pressure to “ramp up” (AU4) operations and move into what 

was considered a more extensive commercialization stage.  Examples include 

creating/leasing a production facility, development of specialized software and hiring 

employees – all potentially costly events that can take a heavy toll personally on 

entrepreneurs and required them to develop innovative financial solutions to keep the venture 

moving forward.  Often in this stage entrepreneurs utilized private angel investors through 

equity financing or (for many participants in this study) obtained government assistance, 

often in the form of training, grants or low-interest loans.   

Managing the financial aspect of the business, particularly in the early stages, allowed 

some participants to gain expertise in financial leveraging due in part through receiving 

funding from varied sources.  Important decisions about debt versus equity financing were 

weighed in these early stages, and some participants lamented missed opportunities from 

other sources of financing through a lack of knowledge or contacts; underscoring the greater 

importance to them of other resources such as knowledge.  For example one respondent 

(AU7) suggested the use of equity financing was critical to growth in the early stages of firm 

growth:  

 

“…it‟s better to own 5 percent of a great company than 100% of something that is 

ordinary.”  

 

However, some respondents noted that as their firms grew, simultaneously the many 

qualities and traits of larger firms become apparent and more difficult to manage.  For 

example, in response to the question:   
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 Looking back over the process or history of the firm – is there anything you have done 

in your business that you wish you wouldn‟t have or something that you would 

definitely do next time?  

 

Often the resource streams that have been utilized and exploited earlier in the firm‟s 

early stages become burdensome to repay; these can include financial resources such as 

government loans.  However other resources that have been exploited such as angel investor 

requirements or multiple reporting functions to constituents are also required.  These 

stakeholders require access to records and detailed financial reporting and the entrepreneur 

must have “all their ducks in a row” (AU7) to suffice their ongoing inquiries from individual 

investors, boards or other stakeholders.  Many now felt not only the pressure of starting their 

own company and the inherent risks involved, but the burden of “owing to others” (AU2) 

and the responsibility that comes with utilizing other people‟s resources.  Thus, looking 

forward and back, many of these respondents felt if they had access to more knowledge about 

varied resources they might tap these different sources to grow their companies in the future. 

The in-depth interview process led to several areas or dimensions being discovered or 

confirmed towards further understanding the resource leveraging concept.  The next section 

attempts to further refine the concept into a definition that can be operationalized for this 

research in the following quantitative phase in Chapter 5. 

 

3.8.3 Discussion of the resource leveraging concept 

Evidence from these cases indicates that the entrepreneur must understand that the 

requirements of a growing, evolving business necessitate many different skill sets as they 

traverse the entrepreneurial process.  Big E‟s see a large part of their managerial expertise as 

selection and development of others, understanding that they will need assistance to maintain 

growth, allowing the founder to focus on the original vision and not be mired down in daily 

business management functions that come with a growing business.  Little e‟s showed an 

inclination to maintain control of many functions, an unwillingness to leverage others (for 

example not willing to recruit expertise in certain areas), which would allow them to re-focus 

on the core element of their business.   

Big E‟s tend to leverage resources by connecting with others to receive help, such as 

with management or marketing activities, which can be driven by others with expertise in 

these areas.  This is not to say that the founder has a “hands off” approach, most tend to be 

still very involved with daily and certainly high-level strategic decisions.  The difference lies 

in some trust being allocated to others as part of a team effort in heading towards mutual 
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goals.  Big E‟s understand their own limitations and see others as a vehicle to help achieve 

rapid growth, while Little e‟s believe it is possible to achieve this goal themselves.  While 

success is still possible, the growth potential of these firms will be reduced. 

Furthermore, it is apparent that Little e‟s more easily lose sight of the big picture.  

They often attempt to micro-manage and become bogged down in day-to-day operational 

activities that can demand much of a fast-growing company‟s resources.  Big E‟s tended to 

fight this problem, often refusing to be drawn into daily issues that would lose much needed 

time resources of entrepreneurs to focus on larger strategic concerns.  This builds on the 

notion of having trust in other management to tend to operational matters.  This clear and 

critical difference between the two can severely hamper growth efforts as Little e loses sight 

of long term goals and cannot maintain proper direction of the company.    

Part of the “big picture” outlook for Big E‟s was to be informed of their environment; 

this allows them to make more calculated decisions.  The ability to “sense” (US5) and be 

aware of environmental issues were critical, as often entrepreneurs are forced to make quick 

decisions, and an understanding of the environment can lead to better decision-making.  

Sensing the environment is also important to recognize potential opportunities, a key element 

for almost every participant in the study.  However, a key difference lay in the Big E‟s 

hunting for opportunities as they maneuvered through the entrepreneurial process.   

Little e‟s, after finding an initial opportunity, such as a new product for example, were 

not as willing to see, or failed to recognize other opportunities as their company grew.  

Indeed, such opportunities were a necessity or “hunted” (AU1) to propel some Big E‟s 

forward with their growth goals.  These other opportunities were at times regarded as the 

“other engine at the back of the train” (AU7) used to maintain momentum.    

Flexibility was recognized as a vital element for many respondents.  The ability to 

adapt to circumstances throughout the process has been documented; especially in early 

entrepreneurship literature (Hornaday & Aboud, 1971; Brockhaus & Horwitz, 1982; Filion, 

1997; Sexton & Bowman, 1984).  Specifically, this change behavior is critical to the business 

model.  Little e‟s paid little if any attention to their business models, citing the product as far 

more critical.  Big E‟s noted the business model was a key component to success as it 

allowed for innovative business practices and for a culture of versatility and change.   

By consistently reorganizing the way the business was structured, the greatest growth 

and potential payoff could be achieved.  This developed what could be described as a 

leveraging culture.  Overcoming obstacles, adapting to situations and staying flexible in all 

facets of the organization was not only allowed but encouraged and often rewarded.  Big E‟s 
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took great pride in their innovative efforts to overcome problems and their utilization of 

creative resources and supported employees to do the same.  Indeed, it appeared to be a 

source of gratification for several entrepreneurs interviewed. 

 Overall, Australian and US differences appear minor.  Australian entrepreneurs 

tended toward financial resources as more important than US respondents.  This could reflect 

less developed capital markets in Australia and the necessity to raise funds and manage them 

with increased urgency.  US results could be indicative of more sophisticated and highly 

competitive markets, necessitating firms to adopt greater marketing competencies.   

  Often Little e‟s will discontinue a growth path or at least become impeded by such 

barriers or resource “gaps”.  The Big E‟s will find their way around or through barriers or fill 

gaps more efficiently and continue to strive for growth.   In addition, Big E‟s have a 

propensity to leverage other opportunities in order to continue to grow.  They understand that 

as other business opportunities present themselves, they explore these possibilities and keep 

their business model flexible in order to exploit them.   They sense environmental conditions 

surrounding these decisions and understand if they themselves cannot exploit the opportunity, 

then it may be necessary to find others who can.  They will “…squeeze harder and harder to 

get the last bit of juice out” (AU1) from their limited resource reserves.  They stay focused 

and manage with a close eye on the end goal of firm growth/success.   

Most noteworthy from this research is that the separation between Big E‟s and Little 

e‟s (growth) lay in the use and management of resources.  That is, it makes intuitive sense 

that the acquisition of more or stronger resources will strengthen an organization and 

theoretically lead to greater success.  However, it is the organization that can achieve success 

without initial resource stocks, those that leverage what they have internally to gain additional 

external resources and manage innovatively the resources at hand that tend to separate the 

two.  Table 3.5 shows a summary of these growth indicators.  
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Table 3.5:  Results of in-depth interviewing 

 

 Key indicators of resource leveraging 

1. Management is core focus  

Strong leadership and team building atmosphere.  Acutely aware of resource needs.   Growth-oriented 

decisions with long-term outlook.       

2. Leveraging culture reinforced  

Finds ways to make the business successful utilizing their own resources or those of others through 

creativity and innovation.  Occurs not only in relation to the product, but with everyday activities.  

Roadblocks merely represent challenges to be overcome.   

3. Sees opportunity throughout lifecycle of business   

The initial idea is considered the primary driver but it is assumed that new opportunities will arise.  

Resources to feed these must be recognized, evaluated, developed and exploited within the 

environmental context of the business as it grows.  Opportunities are hunted.  

4. Business model important – but it must incorporate change 

The business organization must be agile in form, having the ability to adapt and transform quickly if 

needed.  This is critical to exploit opportunities; an elastic business model provides this framework.   

5. Must stay flexible 

Considered key to adaptive process – applied in major strategy decisions but also in everyday actions.  

Entrepreneur, organization, employees and stakeholders must have a willingness to change the 

resource base if necessary and this is communicated clearly.  Resource changes/additions are 

constantly seeked. 

6. Places trust in others to grow 

Clear understanding that high growth is not achieved alone.  Human capital is vital - development and 

cohesiveness of the management group is a priority. Constantly seeks feedback from many 

stakeholders and network sources.   

7. Can “sense” the environment and apply better decision-making 

Very aware of internal and external environments, business climate within the industry and 

competitors.  Networking, primary and secondary research and an innate personal instinct combine to 

guide resource decision-making and strategy at critical moments.  Shows patience with these decisions 

under pressure. 

8. Transparency - seeing the big picture 

A stubborn refusal to become mired down with the clutter of daily concerns and short-term issues.  

These problems are “seen through” to focus on the long-term growth and success of the organization.  

Current resources can be discarded to clear the way for other opportunities.   

9. Entrepreneurial pathway – clarity of opportunity 

Opportunities can be seen from the creative idea/concept stage through to commercialization quickly.  

The resources necessary to fuel current or potential future opportunities are evaluated quickly and 

surgically.  This “entrepreneurial pathway” is clearer – an understanding not only of the original 

opportunity, but how new ideas and the necessary resources can be effectively exploited.  Clarity of 

thought. 
 

Source: Developed for this research 

 

 



129 

 

3.8.4 Resource leveraging defined 

Several questions from the in-depth interviewing process were asked pertaining to the 

use and overall management of resources.  In particular it was endeavored to further define 

the concept of „resource leveraging‟.  The literature revealed several definitions of varying 

degree, therefore respondents were asked directly of their opinion of the concept:   

 

 I am interested in the way that entrepreneurs in small firms use their existing 

resources.  Firstly, if I were to ask you to define the term “leveraging resources” – 

how would you describe that? 

 

This questioning process led to varied responses and evidence revealed it was perhaps 

one of the more difficult questions for respondents to answer.  Responses more often than not 

included utilizing current resources to gain new resources or exploiting current resources in 

new and innovative ways.  For example: 

 

“I guess to me it means using what you have more effectively.  For example, if I need 

more financing or a new staff member I‟ll always go to my investors for help.  That 

usually means tapping into their networks.  They seem to know people – they‟re in the 

loop if you know what I mean” (AU4). 

 

The above response indicates how a current resource can be utilized more effectively 

in order to gain a new resource.  Similarly: 

 

“It‟s like squeezing a lemon – you squeeze harder and harder to get the last bit of 

juice out” (AU1).  

 

  Contrary to some responses, some entrepreneurs indicated a frustration experienced 

with a lack of resources.  They perceived a „chicken and the egg‟ issue; and this was 

restricting their growth.  That is, their perception was that without an adequate initial stock 

(or lack) of resources, their company had difficulty in growing.  Existing resources were not 

considered a strong enough pool to solve the problem of growth.  For example:  

  

“It‟s difficult to leverage resources with very little resources in the first place” (US4). 

 

While this could have merit given different circumstances of each firm, it appeared 

that innovation or creativity in utilizing existing stocks of resources or the belief that they 

could find an answer from within their existing stocks was rarely mentioned by Little e‟s.  
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The words „creativity‟ and „innovation‟ were frequently used in definitions as well as the 

words „utilization‟ and „exploit‟.  For example, US5: 

 

“Well, I think it means being creative with your resources…use them in a way that 

you didn‟t think was possible before” 

 

And 

“I would say something like exploiting what you have already in order to create 

something new” (US11). 

 

And 

 

“…for example, I encourage employees to innovate - that would be a way of using a 

resource...it keeps us all engaged.  I try to reward innovation - even if it‟s just a pat 

on the back” (AU2). 

 

Previous research has observed that the resource acquisition strategy may best 

determine the survival and ultimate success of small and emerging firms (Brush & Artz, 

1999; Sirmon & Hitt, 2003).  This research attempts to extend this position to include the 

strategic management of resources as a critical link between resources and performance.  

Therefore, while the resources of a firm may be important to performance, these resources 

must not only be identified and acquired, but also integrated and deployed effectively through 

strategic orientation as described by Hitt, et al. (2002).   

As an extension of the RBV, resource leveraging has been defined as how the firm 

uses its resources creatively and effectively to achieve challenging goals, or doing more with 

less (Stevenson & Jarillo, 1990).  This qualitative section of this research has attempted to 

shed further insight into the concept through a broader and deeper analysis, developing a 

construct that can be operationalized and tested quantitatively.  Therefore, after reviewing 

and analyzing the qualitative data, the following definition has been created and will be tested 

quantitatively within the research model in the next phase of the research: 

 

“Resource leveraging is a strategic orientation in the management of resources; 

including creativity and flexibility, environmental awareness, recognizing opportunities, and 

utilizing internal and external resource stocks to aid long-range decision-making in the 

pursuit of firm growth.”  
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It is thus positioned as a management philosophy; a strategic orientation employed by 

firms to extract and exploit opportunity from existing and potential new resource stocks in 

order to grow.   

 

3.8.5 Summary of resource leveraging findings 

This research hypothesizes that a strategic element is likely to interact with one or 

more other resources to affect firm performance.  Resource leveraging is positioned as a 

strategic orientation, comprised of several dimensions including: creativity and flexibility, 

recognizing and exploiting opportunities, utilizing internal and external resources, 

environmental awareness and long-range decision-making.  It is considered a management 

philosophy to extract and exploit as much benefit as possible from existing and potential new 

resource stocks.  The literature review (Chapter 2) developed Proposition 7:  “Resource 

leveraging will affect the relationship between resources and firm performance.” 

After the qualitative analysis in this phase of the research, Proposition 7 is therefore 

accepted as a hypothesis for the final model.  

 

H6-10: Resource leveraging will affect the relationship between each resource and 

firm performance 

 

Thus it is considered critical for small firms to adopt a leveraging strategy to more 

effectively create growth.  The final model to be tested in the quantitative phase of this 

research is presented below in Figure 3.3. 
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Figure 3.3:  Final model showing proposed relationships between a firm’s resources, 

strategic orientation, and its environment in relation to firm performance. 
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3.9 Conclusion  

This section presented issues pertaining to the elements surrounding the resource 

leveraging concept and how this can be critical for growth-oriented firms and the components 

of the resource-based view.  Growth-oriented (Big E‟s) understand that greater growth can be 

obtained through the accumulation and leveraging of resources.  The resource leveraging 

concept is defined by aspects such as flexibility and creativity, a management focus on the 

end goal, sensing the environment and what resources can help their firm achieve long-range 

goals if current resource stocks are not sufficient.   

The conceptual model developed (Figure 3.3) outlines the way in which several 

different resources influence performance and has provided the basis of this research.  This 

research extends the work of Covin and Slevin (1989) to include EO as a resource capability 

and in addition defines and positions the resource leveraging concept as a strategic 

orientation.  Finally, it extends the analysis to Australia and the United States.  In doing so, 

this research could effectively be used to understand how SMEs can exploit and manage 

existing resources to grow their firms for competitive advantage.  Table 3.6 below presents 

the final set of hypotheses to be tested in the quantitative phase of this research. 
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Table 3.6:  Hypotheses developed for this research  
 

Concept No. Hypothesis 

Human Resources 

 
H1 

There is a positive relationship between human resources 

and firm performance. 

Organizational 

Resources 
H2 

There is a positive relationship between organizational 

resources and firm performance. 

Social Resources H3 
There is a positive relationship between social resources 

and firm performance. 

Knowledge Resources H4 
There is a positive relationship between knowledge 

resources and firm performance.  

Entrepreneurial 

Orientation 
H5 

There is a positive relationship between entrepreneurial 

orientation and firm performance. 

Resource Leveraging H6-10 

Resource leveraging will affect the relationship between 

resources (human, organizational, social, knowledge and 

EO) and firm performance.  

 

 

Source: Developed for this research 

 

 

This chapter described the qualitative methodology used in this study.  Following the 

discussion justifying the choice of the realism scientific paradigm, an overview of the 

research design was explained.  The choice of the in-depth interview technique was justified 

and the precautions and methods taken to ensure valid and reliable results were shown.  The 

findings of this stage of the research were then considered and a revised conceptual model 

and set of hypotheses were presented.  The following chapter presents the quantitative 

methodology to be used to test the final model and the hypothesized relationships between a 

firm‟s resources, strategic orientation in relation to firm performance.    

 

 



135 

 

CHAPTER 4  QUANTITATIVE METHODOLOGY   

 

 

4.1 Introduction 

 

The previous chapter discussed the qualitative methods and presented findings from 

the exploratory stage of the research.  This chapter presents the data collection, sample, 

instruments and procedures prior to the quantitative stage of the study.  An outline of the 

chapter is shown in Figure 4.1.  Following the chapter introduction, section 4.2 details the 

data collection method including details on the sample, survey instrument, survey procedures 

and data analysis to be used.  A summary of the operationalization of variables relevant to the 

hypotheses to be tested in the next chapter is also presented.  The final section 4.4 provides a 

summary of the chapter. 

 

 

Figure 4.1 Outline of Chapter 4 

 

 

 

 

 

 

 

 

 

 

 

 

Source: Developed for this research 

 

4.2  Method 
4.2.1  Sample  

4.2.2  Survey instrument 

4.2.3  Survey procedure 

4.2.4  Operational definitions 

4.2.5  Data analysis 

  

  

 

 

4.1  Introduction 

 

 

4.3  Validity and Reliability 
4.3.1  Reliability considerations in   

measurement phase 

4.3.2  Validity considerations in measurement 

phase 

 

4.4  Conclusion 
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The results of the qualitative section of this study led to a set of hypothesized 

relationships between the variables.  The final conceptual model to be tested is shown in 

Figure 4.2 and will be explained further in this chapter. 

 

Figure 4.2 Final hypotheses for model of resource-strategy-performance  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Source: Developed for this research 

 

 

To test a set of relationships such as those presented in Figure 4.2, data may be 

collected in a number of ways including interviews, observation and mail surveys (Sekaran, 

2003).  In addition, electronic media such as the Internet and email are gaining acceptance in 

social science research (Malhotra et al., 2002; Ray, Griggs & Tabor, 2001).  Researchers 

have cited the need to utilize new technologies in their data collection methods (Craig & 

Douglas, 2000).  Comparable techniques such as mail surveys often suffer from poor 

response rates, slow response times and other costs associated with manual transcription of 

data from the hard copy questionnaire to a statistical program (Ilieva, Baron & Healey, 2002). 

The advantages of an electronic survey method over mail surveys have been 

acknowledged (Schafer & Dillman, 1998).  Recent interest in this method is largely due to 
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cost savings compared with mail and phone surveys or personal interviews (Summer et al., 

2003) and because they are similar in methodological foundation (Ilieva et al., 2002).  

Internet surveys also offer improved response accuracy as respondents can complete the 

questionnaire at their leisure and search out relevant information if required.  Therefore, the 

researcher decided to gather data electronically via the World Wide Web primarily for the 

Australian sample and a portion of the U.S. sample.  In making this choice, consideration was 

given to the cost of the survey, the availability of the researcher‟s time, the target market, the 

desired response rate, data quality and the availability of supporting facilities (Malhotra et al., 

2002; Sekaran, 2003).  Finally, obvious geographic parameters of the study between 

Australia and the U.S. made a logical choice for an electronic version of the instrument.  

Section 4.2 details the sample, the methods used to generate the survey and the procedures 

implemented. 

 

4.2 Method 

4.2.1 Sample 

 The population of interest in this study was SMEs in Australia and the United States.  

As previously described, SMEs in this research are defined as a company with less than 200 

employees in an attempt to select a representative sample to draw conclusions that are 

generalizable across the population being examined (Davis & Consenza, 1993; Sekaran, 

2003).  In total, 430 useable responses were received of which 201 were from Australia and 

229 were US companies.  The majority of the Australian sample were received electronically 

for reasons mentioned previously, while the US sample were collected from both personally 

delivered surveys to random businesses in US cities in the state of Kansas or electronic 

means.  Through these personal invitations a higher response rate can be obtained (Cavana et 

al., 2001; Neuman, 2003).  As previously described, personal contacts and networks were 

utilized to find appropriate participants following the snowball sampling method described by 

Neuman (2003). 

The majority of the Australian sample businesses were obtained from a database 

supplied by the Queensland Department of Tourism, Regional Development and Industry, as 

the department was a sponsor of the current study through the “Growing the Smart State PhD 

Funding Program”.  This sample consisted mainly of companies within technology, 

manufacturing and service-related industries and totaled 362 firms.  Most of the companies 

were located in the southeast region of the state of Queensland.  Other additional small firms 

that met the sample criteria were considered to increase the scope of the data pool in 
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Australia; found through networking and snowballing techniques described earlier.  These 

firms were sent the online version of the instrument beginning in April, 2008.     

The U.S. sample was obtained from the northeast region of the state of Kansas, 

United States, primarily encompassing the cities of Topeka and Lawrence.  Consistent with 

the Australian procedure, two versions of the instrument, mail and online versions, were 

administered.  The online survey was sent to members of the Topeka Independent Business 

Association (TIBA) and also a list of prospective members.  Criteria for membership in TIBA 

include small business ownership and totaled 287 firms.    

In addition, the Small Business Development Center (SBDC) at Washburn University, 

Topeka Kansas sent the online version to 42 clients deemed eligible to fit the criteria and 

participate in the study.  Mail surveys were delivered in person to random businesses in these 

cities and asked to participate.  Through these personal invitations a higher response rate was 

obtained (Cavana et al., 2001; Neuman, 2003).  Once again, personal contacts and networks 

were utilized to find appropriate participants following the snowball sampling method. 

A factor considered for the survey was the geographic location of the sample.  Laws 

and policies affecting the environment in which small businesses‟ operate vary markedly 

between states within Australia and the U.S.  Such a variation has been considered likely to 

increase error (Kotey & Meredith, 1997).  Thus, the study was limited to local regions.  Due 

to the geographic ties and location of the researcher, the sample selected for the study was 

limited primarily to the state of Queensland in Australia and the state of Kansas in the US.  

 

4.2.2 The survey instrument 

 Questionnaire design can be a critical component of the research process and can 

affect directly the data quality collected (Burns & Bush, 2003).  Recent research 

acknowledges a general set of principles governing each stage of the design process (Burns & 

Bush, 2003; Cavana et al., 2001; Neuman, 2003; Zikmund, 2003).  Firstly, as shown in 

Figure 4.3 below, after objectives are established, researchers should consider the most 

appropriate survey instrument.  Given the scope of the two samples (Australia and US), both 

a mail and electronic version of the survey instrument were developed (Tse et al., 1995).  

Second, the most appropriate survey instrument is considered with the desired structure and 

length.  Third, a draft should be prepared with specific content and wording of the questions 

and its layout.  Next, the questionnaire should be pilot-tested with a representative sample so 

as to identify any changes that should be made prior to full-scale administration.  Finally, the 

accuracy of the survey instrument should be investigated. 
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Figure 4.3:  Questionnaire design and development process
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Source: Adapted from Burns & Bush (2003); Malhotra et al. (2002); Zikmund (2003). 
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4.2.2.1 Personal/mail survey 

A reliable instrument is one where the same result is obtained from multiple 

applications (Churchill, 1999).  To maximize reliability of the instrument used, the approach 

to survey construction included: framing each question tightly and clearly to reduce 

ambiguity and avoid and demand bias; sequencing onerous questions toward the end of the 

survey and keeping open questions to a minimum (Emory & Cooper, 1991).   It is important 

to note most questions included in the survey instrument were sourced from existing scales 

within the entrepreneurship and strategy literature and deemed appropriate for this research 

(for example Covin & Slevin, 1989; Edelman et al., 2005; Hitt & Ireland, 2000; Lee & 

Sukoco, 2007; Wiklund & Shepherd, 2003).   

However, the researcher adopted guiding principles from a variety of sources for 

overall survey development and especially for the developed scale on resource leveraging 

(for example Aaker et al., 2001; Burns & Bush, 2003; Cavana et al., 2001; Churchill, 1999; 

Emory & Cooper, 1991; Malhotra et al., 2002).  The wording of questions is particularly 

important to avoid systematic errors (biases) and random error, thus threatening the validity 

of the collected data (Alreck & Settle, 1995; Cavana et al., 2001).  Considerations were given 

to the appropriateness of the content, the level of sophistication in the language chosen, type 

and form of questions, sequencing and personal data sought from respondents (Cavana et al., 

2001).  The printed version of the survey instrument for Australia and the US is presented in 

the Appendix (Appendix 4.1 & 4.2). 

 

4.2.2.2 Electronic survey 

The design objective of the electronic survey was to be as similar as possible to the 

mail survey, thus maximizing response rates.  This meant that drop-downs and click-throughs 

were not included.  Check boxes, similar to those used in mail surveys, were applied to 

multiple choice questions with the instruction to click beside a response.  The survey was 

place on a single page to avoid any problems respondents may have with loading new pages, 

or returning to look at previous questions.  Boxes were inserted to indicate where replies 

should be typed or answered by placing a tick in a box.  These design characteristics have 

been shown by research to increase response rates and lower nonresponse or skipping of 

questions (Dillman & Bowker, 2001).  

In recent years there has been a proliferation of research firms specializing in 

electronic research where software is available to enable researchers to construct appropriate 

surveys online.  Several of these firms were considered; for example SurveyMonkey.com, 
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SurveyPro.com and QuestionPro.com.  A final choice of QuestionPro.com was made after 

reviewing consumer reports, researcher networks and discussions with company 

representatives with regard to support concerns on the part of the researcher.   

 

4.2.2.3 Sources of web survey error 

The ability to estimate accurately the distribution of a characteristic in a population 

depends on the success of the researcher in measuring the effects of measurement error 

(Groves, 1989).  Measurement error is caused by inaccurate answers to questions that may be 

the result of poor wording or questionnaire design or may be due to errors resulting from the 

answering behaviors of the respondent.  Researchers have examined means by which 

electronic surveys can overcome or minimize the likelihood of error.  This has resulted in the 

development of a set of principles for the design of web surveys (Dillman & Bowker, 2001), 

relating them to the traditional sources of survey error (shown in Table 4.1).   
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Table 4.1 Web survey principles and resulting error 

 
  Error type 
 Web survey principles Sampling Coverage Measurement Nonresponse 

1 

Introductory screen to be motivational, 

instructional and emphasize the ease of 

responding. 

     

2 
Provide a password for limiting access 

to desired respondent sample.       

3 

Make the first question interesting, 

easily answered and fully visible on the 

screen. 

     

4 

Use a format similar to that normally 

used in traditional self-administered 

questionnaires. 

      

5 
Limit the use of color to maintain 

legibility. 
     

6 Avoid browser-based variations.        

7 
Give instructions on how to respond 

using the computer.   
     

8 
Do not use drop-down boxes without 

instruction. 
     

9 
Do not coerce respondents to answer 

each question in order. 
     

10 
Provide „skip‟ directions in a way that 

encourages the marking of answers.  
     

11 

The questionnaire should allow the 

respondent to scroll from question to 

question. 

       

12 

Ensure that the number of answer 

choices can be displayed on a single 

column on one screen. 

     

13 

Use words to convey a sense of where 

the respondent is in the completion 

process. 

      

14 

Limit the use of question structures that 

have known measurement problems, 

e.g. „check all that apply‟ and open-

ended questions. 

      

15 

Refrain from technological niceties 

such as flash enhanced web pages 

which require browser plug-ins. 

      

16 
Provide a means by which the 

respondent is able to receive results.       

17 

Incorporate mixed mode standards 

which allows for printing or posting a 

standardized format 

      

 

Source: Adapted from Burns & Bush (2003); Dillman & Bowker, (2001). 

 

The items numbered 6 and 11 are concerned with the reduction of measurement error 

(as are 4, 5, 8, 10, 12 and 14) and relate to aspects of the questionnaire design.  Items 8 and 

10 refer to the use of drop down boxes and automatic skip questions and are not applicable as 

these options were not included in the survey.  The nine principles that relate to nonresponse 
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error are directly related to providing a respondent-friendly design that takes into account the 

ability of respondents to understand and respond within the boundaries of their cultural 

expectations, experience and ability.  These principles were discussed with experienced 

questionnaire designers from the online survey company and staff at Griffith University and 

Washburn University to produce a survey consistent with the established and emerging 

research relating to web surveys. 

 By following the principles outlined above, it was endeavored to maximize 

respondent comprehension, minimize respondent fatigue and boredom, and encourage 

respondents to declare information that may be considered to be of a sensitive or confidential 

nature.  The electronic survey instrument for both countries is presented in the Appendix 

(Appendix 4.3 & 4.4). 

 

4.2.2.4 Developing and pretesting the questionnaire 

The questionnaire was developed by using seven-point Likert scales to minimize 

entrepreneur/executive response time and effort.  Pre-tests regarding the clarity of the survey 

were conducted with firms of varying sizes and belonging to different sectors, as well as 

academics.   

Many of the scales were adapted from the entrepreneurship and strategy literature (for 

example Covin & Slevin, 1989, Edelman et al., 2005; Hitt & Ireland, 2000; Lee & Sukoco, 

2007; Wiklund & Shepherd, 2003;).  Earlier empirical studies and scale development were 

reviewed to define construct domains and to generate the initial pool of items (Churchill, 

1999).  The process of scale development began by drawing definitions of the constructs 

from various related studies.  These have been specified in the Operationalization of 

Constructs section (see Table 4.3).   

Survey instruments should be pretested with a representative set of respondents, in 

order to reveal errors in questionnaire design prior to administering the survey (Burns & 

Brush, 2003; Cavana et al., 2001; Neuman, 2003).  Therefore a portion of the pretesting was 

conducted by personal interviews to ensure direct observation of respondent behaviors 

(Bassili & Fletcher, 1991; Churchill, 1999).  The questionnaire was then pilot tested in two 

phases.  In the first phase, a small sample of four entrepreneurs and three academics and a 

business development specialist from the Washburn University Small Business Development 

Center were asked to complete a hard copy of the survey instrument.  Each of the respondents 

consulted with the researcher to deliver their recommendations.  Entrepreneurs who 

participated in the pilot test survey were asked not to participate in the final survey.   
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Based on this feedback, changes were made to the questionnaire concerning specific 

questions, wording and layout and a revised version was tested with the hard copy and 

electronic versions to a sample of entrepreneurs and academics.  Respondent questionnaires 

replied via email were evaluated by the researcher and his supervisors.  Based on their 

recommendations, final versions of both survey instruments were completed.   

Following revision of the questionnaires, the final versions were distributed to 

samples as noted in Table 4.2.  For the Australian online survey, the Director of the 

Queensland Department of Tourism, Regional Development and Industry, sent a cover letter 

with the survey urging companies to participate in the survey.  This email contained an 

embedded hypertext link that directed respondents to a web site located at QuestionPro.com.  

All responses were held anonymously, the researcher was unable to identify or contact those 

that had not responded to the survey.  Instead, a combined thank you and reminder was sent 

to the sample one week later.  Anonymity was assured to elicit trust and encourage 

cooperation from respondents.  One week later a third email was sent encouraging 

participants who had not completed the survey yet to do so.  Participants were given the 

option not to participate in the survey (Burns & Brush, 2003).  The printed and email cover 

letters and follow-up emails for the Australian sample are included in the Appendix 

(Appendix 4.5, 4.6a and 4.6b respectively).   

For the US print and online versions, a similar cover letter was produced, with the 

Dean of the Washburn University School of Business prompting respondents to participate.  

The Dean is a prominent and visible figure in the local region and the email contained a 

similar structure with an embedded link that directed respondents to the questionnaire at the 

website maintained by QuestionPro.com.  Cover letters for the email version sent to the TIBA 

sample were developed by the association committee and president, and approved by the 

researcher.  These documents are included in the Appendix (Appendix 4.7 and 4.8).    

 

4.2.3 Survey procedure 

Consistent with recommendations from marketing researchers (for example, 

Churchill, 1999; Malhotra et al., 2002; McDaniel & Gates, 1998), aspects of the total design 

method of questionnaire design and administration (Dillman 1978) were incorporated in this 

research.  This theory endorses the use of realistic and believable rewards together with 

methods of reducing social costs during survey administration.  The following section details 

how the survey was conducted in order to maximize the response rate of both versions of the 

instrument in Australia and the US and thus minimize the impact of nonresponse bias. 
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4.2.3.1 Response rate optimization 

During May, June and July of 2008, the survey with a covering letter was dispersed in 

person by the researcher to small businesses in the northeast region of the state of Kansas, 

USA.  This method is acknowledged to increase response rates as completed responses can 

be (a) establish rapport with respondents while introducing the survey, (b) provide 

clarifications if needed quickly and (c) collect the questionnaire immediately (Cavana et al., 

2001).  Additionally, in order to further boost the response rate, a Reply Paid envelope was 

supplied with each survey if respondents chose to complete the survey at a later time.  

Therefore, the response rate is generally much higher (Neuman, 2003).  The surveys were 

colored to increase visibility and respondents were invited to participate in a random prize 

drawing and become eligible for four $50 gifts in free fuel.   

 

4.2.3.2 Response behavior 

As discussed, monetary incentives in the form of fuel vouchers were offered as an 

inducement to complete the survey.  With consumers experiencing high fuel prices during 

this period in 2008, this was deemed an appropriate award, and respondents were offered an 

abridged copy of the final results (Malhotra et al., 2001).  The researcher established trust 

through an association with the Executive Director of the Queensland Department of 

Tourism, Regional Development and Industry in Australia, the Dean of the Washburn 

University School of Business in Topeka, Kansas, the President of the Topeka Independent 

Business Association (TIBA) in Topeka, Kansas, and the Director of the Small Business 

Development Center (SBDC) in Topeka, Kansas.  Cover letters from these individuals were 

included in order to engender trust in the target population.  The letters adopted a consultative 

approach with businesses, emphasizing the importance of their participation. 

 

Table 4.2:  Administrative procedures used in the online survey (Australia & US)  

 

Stage Timing Procedure 

Step 1 Commencement Email with embedded link 

sent to sample 

Step 2 1 week after initial 

administration of survey 

Thank you and reminder 

email 

Step 3 1 week after Step 2 Thank you and reminder 

follow-up email 

 

Source: Developed for this research 
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4.2.4 Operational definitions 

Figure 4.4 outlines the measurement process adopted in this research.  The 

measurement process consists of a number of stages central to the operationalization of the 

research concepts so that they become measurable (Schwab 1999, Sekaran 2003).  The first 

four steps of observation, exploratory research (incorporating both a review of the literature 

and qualitative interviews of a sample of the target population), and hypotheses development 

have been detailed in previous chapters.  Conceptual and operational definitions of each of 

the constructs are detailed in this section and the design of the measurement scales with 

issues relevant to the goodness of measures (Sekaran, 2003) with reliability and validity 

considerations.   

 

Figure 4.4:   Measurement process used in this research 
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Source: Adapted from Davis and Cosenza (1993) and Sekaran (2003). 
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The measurement process involves the conceptualization and operationalization of 

each concept in the proposed model.  Conpceptualization is the process of applying a 

theoretical or an abstract set of meaning to constructs (Cooper & Emory, 1995).  

Consideration has been given to provide unambiguous and clear definitions that are linked to 

the theoretical framework so as to avoid confusion and improve understanding and 

generalizability (Cooper & Schindler, 1998).  For example, the concept of „organizational 

resources‟ is conceptually defined as the structure, processes and systems in organizations 

which permit flows of information and motivate organizational members (Greene & Brown, 

1997).     

Operationalization is the process of defining concepts so they are measureable 

(Sekaran, 2003).  That is, operationally defining a concept allows the researcher to describe 

observable characteristics in terms of specific testing criteria or operations.  Consideration 

has been given to linking conceptual definitions to measurement constructs to improve the 

internal validation of the correlational relationships between the independent and dependent 

variables specified within the model (Schwab, 1999).  For instance, the concept of 

„entrepreneurial orientation‟ was given multiple measures including the presence of 

innovation, risk-taking and proactiveness (Covin & Slevin, 1989).  As discussed, all measures 

included in the study (excluding resource leveraging) have been drawn from previous 

research.  The conceptual and operational definitions of the research constructs, the 

measurement scales and question numbers in the survey instrument are shown in Table 4.3 

below. 
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Table 4.3 Operationalization of constructs 

 

 
Construct Relevant Hypothesis SPSS 

Variable 

Name 

Conceptual Definition Operational Definition Scale Support in Literature 

Human 

Resources 

 

H1: There is a positive 

relationship between 

human resources and 

firm growth 

HUMAN Comprised of employee 

education, work experience 

and competence 

Responses to question 14, item numbers 

19 to 30.  Pattern of responses to a Likert-

type scale.  Responses were scored as; 1 = 

“strongly disagree” 7= “strongly agree” 

ratio Aryee, Chay and Tan 

(1994); Becker (1993); 

Brush & Chagunti (1999); 

Carmelli & Tishler (2004); 

Gimeno-Gascon et al. 

(1997); Hitt et al. (2001).   
Organizational 

Resources 

H2: There is a positive 

relationship between 

organizational 

resources and firm 

growth 

ORGAN Based on organizational 

structure, processes, 

systems, policies and 

information flow   

From responses to 5 items in question 9.  

Pattern of responses to a Likert-type 

scale.  Responses were scored as; 1 = 

“highly unfavorable” 7= “highly 

favorable” 

ratio Edelman, Brush & 

Manlova (2005); Brush & 

Chagunti, (1999); Chandler 

& Hanks (1994); Ropo & 

Hunt (1995) 

Social 

Resources 

H3: There is a positive 

relationship between 

social resources and 

firm growth 

SOCIAL Network ties with business 

and institutional 

organizations 

Responses to question 14, item numbers 1 

to 8.  Pattern of responses to a Likert-type 

scale.  Responses were scored as; 1 = 

“strongly disagree” 7= “strongly agree” 

ratio Nahapiet & Ghoshal 

(1998); Yiu et al., (2007); 

Guillen (2002); Pfeffer & 

Salancik (1978) 

Knowledge 

Resources 

H4: There is a positive 

relationship between 

knowledge resources 

and firm growth 

KNOW Managing knowledge to 

identify, create, transfer, 

store and apply knowledge 

to exploit opportunities 

Responses to question 14, item numbers 9 

to 18.  Pattern of responses to a Likert-

type scale.  Responses were scored as; 1 = 

“strongly disagree” 7= “strongly agree” 

ratio Quintos et al. (1997); Avi 

& Leidner (2001); Carillo 

et al. (2001); Wiklund & 

Shepherd (2003); Lee & 

Sukoco, 2007)  

Entrepreneurial 

Orientation 

H5: There is a positive 

relationship between 

entrepreneurial 

orientation and firm 

growth 

EO Firm-level processes, 

practices and decision-

making style with regard to 

innovation, proactiveness 

and risk-taking 

Responses to question 10, item numbers 1 

to 9.  Pattern of responses to a Likert-type 

scale.  Responses were scored as; 1 = 

“disagree completely” 7= “agree 

completely” 

ratio Covin & Slevin (1989); 

Wiklund (1999); Wiklund 

& Shepherd (2005);  

Lumpkin & Dess (1996); 

Zahra & Covin (1995) 
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Table 4.3 Operationalization of constructs continued 

 

Construct Relevant Hypothesis SPSS 

Variable 

Name 

Conceptual Definition Operational Definition Scale Support in Literature 

Resource 

Leveraging 

 

H6: Resource 

leveraging will 

moderate the 

relationship between 

resources and firm 

growth  

RL Multi-dimensional construct 

comprised of leadership, 

creativity, recognizing 

opportunities, utilizing 

external resources, 

environmental awareness and 

long-range decision-making 

Responses to question 15, item numbers 1 

to 13.  Pattern of responses to the Likert-

type scale.  Responses were scored as; 

1 = “strongly disagree” 7= “strongly agree” 

ratio Chrisman (1985); Covin 

& Slevin (1990); Zahra 

(1996); Edelman et al., 

(2005); Teece (1997);  

Environment H7: The environment 

will moderate the 

relationship between 

resources and 

performance 

 

ENV Environmental monitoring 

and scanning  pertaining to 

customers and factors such as 

regulation, technology, 

competition and other 

environmental forces 

Responses to question 6, 12 items.    

Pattern of responses to the Likert-type 

scale.  Responses were scored as; 

1 = “very few changes” 7= “very many 

changes” 

ratio Glazer & Weiss (1993); 

Kohli, Jaworski & 

Kumar (1993); Sinkula 

1994) 

Performance  PERF Subjective measure 

indicating perceptions 

regarding overall 

performance in sales, growth, 

competitors and future 

growth intentions 

Responses to question 18, seven items.  

Pattern of responses to a Likert-type scale.  

Responses were scored as; 1 = “strongly 

disagree” 7= “strongly agree” 

ratio Carmeli & Tishler 

(2004); Haber & Reichel 

(2005) 

 

 

 

 

Source: Developed for this research. 
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4.2.4.1 Human resources 

The relationship between human resources (or human capital) and firm effectiveness 

has been proposed in a variety of past research (Amit et al., 2002; Chandler & Hanks, 1994; 

Honig, 1998; Hornaday, & Aboud, 1971).  Human resources have been defined by a broad 

range of factors.  Following prior research of Carmeli and Tishler (2004), this measure 

focuses on three dimensions of education, work experience and employee competence 

(Becker, 1975; Brush & Chaganti, 1999; Hershberg, 1996; Hitt et al., 2001).  The twelve 

items are shown in question 14 of the survey (items 19-30), (see Appendix 4.1 or 4.2).   

 

4.2.4.2 Organizational resources 

Organizational resources are referred to as the structure, processes and systems in 

organizations which permit flows of information and motivate organizational members 

(Greene & Brown, 1997).  In addition, organizational attributes have been discussed in the 

literature to include factors such as management systems (Brush & Chaganti, 1998); control 

and planning systems (Bracker & Pearson, 1986) and the culture and employee skills of the 

firm (Dollinger, 1995).  Following Edelmen et al. (2005), technology, employee 

characteristics, strategic alliances, customer service ability and products/services offered are 

considered.  These factors are essential for small firms to provide greater customer service 

and respond more efficiently to market changes (Hitt & Reed, 2000).  The five items are 

shown in question 9 of the survey. 

 

4.2.4.3 Social resources 

Ties with networks provide important advantages for the firm (Hitt et al., 2002).  

Social capital and networks are key ingredients in the strategies of firms and can be either 

entities or people.  Additionally, for firms looking to expand internationally, networks can 

provide a substitute for poor infrastructure in emerging markets in areas such as product 

development, financial capital and entrepreneurial and management know-how (Khanna & 

Palepu, 1997).  Following Yiu, Lau & Bruton (2007), network ties refer to business linkages 

among parties involved in business transactions in formal and informal methods; and 

institutional ties that firms rely on in order to be able to operate in a market.  Institutional 

linkages provide critical advantages and refer to various institutions such as government 

officials and agencies, banks and financial institutions, universities and trade associations.  

These institutional ties were considered critical to respondents in the qualitative phase of this 
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research and thus justified this choice.  These are measured on eight items in question 14 of 

the survey (items 1-8).  

 

4.2.4.4 Knowledge resources 

Knowledge resources is described as the continuous process of managing all 

knowledge in order to anticipate current and future needs, to identify and exploit existing and 

acquired knowledge as well as developing new opportunities (Carrillo et al., 2004; Quintos et 

al., 1997).  Following Alavi and Leidner (2001), knowledge resources are described as a 

knowledge management process, involving the creation, storing/retrieving, transferring and 

applying knowledge.  The creation process refers to the organizations‟ effort to gather 

information and new knowledge from internal and external sources and then codify it into 

explicit knowledge.  The codification processes is then followed by the storing process which 

enables fast retrieval in order to develop new knowledge for later use.  The ten items are 

shown in question 14 of the survey (items 9-18). 

 

4.2.4.5 Entrepreneurial orientation 

The concept of entrepreneurial orientation includes the firm-level processes, practices, 

decision-making style of an entrepreneurially-oriented firm (Covin, Green & Slevin, 2006; 

Dess & Lumpkin, 2005; Jantunen et al., 2005).  It is a multi-dimensional construct most often 

including innovation, proactiveness and risk-taking (Covin & Slevin, 1989; Wiklund, 1999).  

Innovativeness refers to a firm‟s tendency towards experimentation, supporting new ideas 

and departing from old practices (Lumpkin & Dess, 1996).  Proactiveness includes the 

propensity to anticipate future needs and changes in the environment and to encourage new 

methods and techniques (Lee et al., 2001).  Risk-taking propensity describes the willingness 

to make investments that may have uncertain outcomes but with very high profits or losses 

(Lumpkin & Dess, 1996).  Each dimension is examined in nine items (Q10 in the survey) 

following several authors from the literature (Covin & Slevin, 1989; Wiklund, 1999; 

Jantunen et al., 2005) 

 

4.2.4.6 Resource leveraging 

This research hypothesizes that a strategic element is likely to interact with one or 

more other resources to affect firm performance.  Resource leveraging is positioned as a 

strategic orientation, comprised of several dimensions including: leadership, creativity, 

recognizing opportunities, utilizing external resources, environmental awareness and long-
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range decision-making.  It is considered a strategic lever (or management philosophy) to 

extract and exploit as much benefit as possible from existing and potential new resource 

stocks.  The thirteen items are shown in Question 15 of the survey. 

 

4.2.4.7 Environment 

It is widely accepted that the external environment is a source of uncertainty.  Duncan 

(1972) defined the environment as the relevant physical and social factors outside the 

boundary of an organization that are taken into account during decision-making.  This 

involves elements such as technology, competitors, customers, suppliers, regulatory bodies, 

economic and social factors and is measured on twelve items (Q6) in the survey. 

 

4.2.4.8 Performance 

 Frequently used measures of performance criteria include profitability, ROI, number 

of employees, revenues.  Each measure has strengths and weaknesses (Brush and 

Wanderwerf, 1992; McGee et al., 1995).  The acknowledged differences between industries 

in the sample require that characteristics of the industry in which the venture operates be 

taken into consideration when measuring performance (Sandberg & Hofer, 1987).  Therefore 

subjective performance measures were utilized indicating the perceptions of performance 

goals with regard to sales, growth, compared to competitors and an overall evaluation.  

Future intentions towards growth are also measured pertaining to increased production, 

opening new locations and introducing new products/services and is reflected in seven items 

in Question 18 of the survey.   

 

4.2.4.9 Control variables 

 Two control variables were added to the final model along with environmental 

factors: firm size and firm age.  Firm size (Q17) was measured using the number of 

employees in the last full year when the survey was completed (2007).  Firm age was 

calculated from responses to years in business (Q2). 

 

4.2.5 Data analysis 

Quantitative data was analyzed using SPSS for Windows version 17.0.  Measurement 

scales were subjected to reliability and validity testing.  Factor analysis was used to reduce 

the number of items in some scales.  A new variable measuring „Growth Intentions‟ was 

derived from the data to check predictive validity and is presented in the results section 
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(Chapter 5).  Multiple linear regression analysis was utilized to describe the relationships 

between each set of variables in the final model.  Moderation and mediation testing with the 

resource leveraging construct is performed following Baron and Kenny (1986).  

 

4.2.5.1 Moderation and mediation testing procedures 
In this research, resource leveraging is introduced as a both a moderator and a 

mediator in the relationship between resources and firm performance.  The choice of a 

moderator should be based on specific theory regarding why the intervention may be more 

effective.  In contrast, typically mediators are used if there is already a theorized strong 

relationship between a predictor and an outcome variable and the goal of the research is to 

explore the mechanisms behind that relationship.  Thus, due to the exploratory nature of this 

research and the concurrent use of established theory, moderation and mediation were 

deemed appropriate as it fit the theoretical perspective of mediation.    

Moderation is different from mediation in crucial ways.  First, it is a two-step rather 

than a three step process.  The first step estimates (using regression analysis) the effect of the 

independent, moderator and control variables on the dependent variable.  This step is 

designed to establish that both the independent and the moderator variables have statistically 

significant relationships with the dependent variable.  A separate regression is then run that 

includes the independent variable, the moderator variable and an interaction term that 

captures the combined effect of both.  If that interaction term is significant, the difference in 

the independent variable‟s effect between the first and second steps is attributed to a 

moderator effect.   

Moderation, shown in Figure 4.5, implies that a moderating variable alters the 

independent variable‟s effect on the dependent variable.  The independent variable‟s effect is 

instead characterized by its interaction with the moderator. 
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Figure 4.5: Moderator relationship 

 

 

 

 

  

 

 

 

 

 

Source: Baron and Kenny (1986) 

 

This research also takes the position of testing for the mediating effects of resource 

leveraging to fully investigate the construct.  Mediation tests specify the existence of an 

intervening mediating variable (resource leveraging) between an antecedent variable (firm 

resources) and the dependent variable (firm performance).  Thus, the mediating variable 

(resource leveraging) accounts for a significant portion of the relationship between the 

predictor and criterion variables.  Thus, where the firm is the unit of analysis, mediators 

represent the properties of the firm (strategies) that transform the predictor variable 

(resources). 

The basic objective of statistical mediation is to show that a portion of the 

independent variable‟s effect on the dependent variable is „captured‟ or „carried‟ through the 

mediator variable (Holmbeck, 1997).  If the entire effect is captured, the independent variable 

is said to be fully mediated.  Fully mediated effects are rare and a more common result is 

partial mediation, whereby the mediator accounts for some but not all, of the independent 

variable‟s impact on the dependent variable.  Partial mediation is expected here because as 

discussed in Chapter 3, resource leveraging is a multi-faceted construct that incorporates 

many organizational characteristics.  This relationship is shown below in Figure 4.6. 

 

Resource 

 

Resource Leverage 

 

Performance 
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Figure 4.6:  Mediator relationship  

 

 

  

 

 

 

 

 

 

 

 

Source: Baron and Kenny (1986) 

 

 

Mediation is determined by first establishing that the independent variable – resource 

leveraging – has an effect on firm performance that is independent of resource leveragings‟ 

effect on firm performance.  This is done by regressing the individual resource (IV) on firm 

performance.  With this effect demonstrated, it is then necessary to establish a statistical 

relationship between the mediator (resource leveraging) and the independent variable 

(resource).  This is done with a separate regression model using RL as the dependent variable 

and the resource as the independent variable.  With that relationship established, a final 

model can be estimated, controlling for the combined effects of the resource and resource 

leveraging.  Mediation is implied when the independent variable‟s estimated coefficient in 

the first-step equation is significantly different from its estimated coefficient in the third-step 

equation.  That is, by introduction of the mediating variable into the explanatory model 

accounts for some or all of the independent variable‟s effect.   

Therefore, this research tests the claim that RL is both/or a moderator and/or a 

mediator of the relationship between SME performance and the five types of resources – 

human, organizational, social, knowledge and EO.  The hypotheses are presented as 

hypotheses 6a – 10a to test the moderator relationship, and 6b – 10b to test the mediator 

relationship. 

 

Resource 

 

Resource Leverage 

 

Performance 
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4.3 Reliability and validity 

Consideration was given to issues of reliability and validity during the measurement 

phase of this research.  Measures relevant to analysis prior to the administration of the survey 

will be discussed in this section. 

  

4.3.1 Reliability 

A reliable measuring instrument is one that provides results that are relatively free of 

error (Hussey & Hussey, 1997; Malhotra et al, 2002; Schwab, 1999; Zikmund, 2003).  

Researchers determine an instrument‟s reliability by assessing three different types of 

reliability (Schwab, 1999).  Firstly, researchers measure internal consistency reliability, 

which refers to the similarity of item scores obtained on a measure that incorporates multiple 

items.  Secondly, researchers determine the inter-rater reliability of the measurement process.  

Thirdly, researchers examine the stability reliability, which refers to the longitudinal 

consistency of results.  As the study was cross-sectional, rather than longitudinal, little could 

be attempted in the way of evaluating the reliability of the measures on this part of the study. 

  Research suggests, however, that reliability can be improved through the adoption of 

four measurement process procedures (Neuman, 1994).  First, constructs must be clearly 

conceptualized.  Second, researchers should use precise measures of defined constructs.  

Third, reliability should be increased through multiple indicators of some of the defined 

constructs.  Fourth, researchers should pretest measures.  Steps were taken to ensure that the 

constructs were clearly conceptualized, that precise measures were used to define the 

constructs using scales from the literature and pretesting of items was conducted. 

 

4.3.2 Validity 

While reliability tests the goodness of a measure, validity is the ability of a scale to 

measure the intended concept (Cavana et al., 2001).  Content validity ensures that the 

measures include an adequate and representative set of items that tap the actual concept 

(Neuman, 2003).  Several procedures should be considered to ensure content validity (for 

example Cavana et al., 2001; Cooper & Shindler, 1998; Davis & Cosneza, 1993).  These 

include an examination of the extant literature to identify conceptual dimensions, consultation 

with a panel of experts to independently assess and test items for performance and the 

pretesting of survey instruments.  Consideration was given to these recommendations during 

the quantitative stage of this research.  For instance, an initial pretesting of the „hardcopy‟ 
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and internet versions of the survey gave the researcher valuable feedback in certain areas to 

improve respondent understanding of the concepts.   

Criterion validity is established when the measure differentiates individuals on a 

criterion is expected to predict (Cavana et al., 2001).  There are two methods to establish 

criterion validity: concurrent and predictive validity.  To maximize concurrent validity, 

measures were substantiated with information derived from participating entrepreneurs in the 

exploratory stage of the research.  Particular attention was given to the measuring instruments 

through linking relevant entrepreneurship theories within the context of observations made in 

the qualitative stage of the research (Cooper & Emory, 1995).   

Predictive validity is the ability of a measuring instrument to differentiate among 

respondents on a future criterion (Cavana et al., 2001).  This was established with the 

development of separate variable based on respondents‟ growth intentions and will be 

addressed in the scale development section of the following chapter.  In addition, construct 

and discriminate validity will also be presented. 

 

4.4 Conclusion 

This chapter presented the quantitative methodology utilized in this phase of the 

research.  The sample, survey instrument and procedures involved were presented in detail.  

The conceptualization and operationalization of each construct was addressed and the data 

analysis procedure presented.  Finally, reliability and validity issues were specified.  In the 

next chapter (Chapter 5), the results of the quantitative analysis are presented.  
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CHAPTER 5   QUANTITATIVE RESULTS 

 

 

5.1 Introduction 

 

This chapter details the quantitative results of this research and describes in detail the 

analyses used and the methods employed to analyse the data.  Quantitative analyses 

concerning a firm‟s resources, strategy and performance and the results of tests of the 

hypothesized relationships developed from previous chapters are presented.  An outline of the 

chapter is shown in Figure 5.1.   

 

Figure 5.1:  Outline of Chapter 5 
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159 

 

Following the introduction, section 5.2 presents the firm characteristics including data 

screening, the treatment of missing values and descriptive statistics of SMEs in Australia and 

the United States.  Next, section 5.3 details scale development, including validity and 

reliability testing.  Section 5.4 presents the results of regression analysis for each of the 

hypotheses.  Finally, section 5.5 provides a summary of the chapter.   

 

5.2  Firm characteristics 

5.2.1   Data screening and examination of missing responses 

 Data should be examined and descriptive statistics reported prior to any data analysis 

in order for the researcher to become familiar with the data set and relationships between the 

variables under investigation (Malhotra et al., 2002; Sekaran 2003).  To this end, each 

variable within the data file was checked for out-of-range values and, where appropriate, the 

measures of dispersion were plausible and that values used to code discrete variables were 

within range (Norusis/SPSS, 1993). 

 As is common with many surveys, respondents may fail to respond to individual items 

on the questionnaire (Burns & Bush, 2003).  Failures to respond may be of particular 

importance if it occurs at a rate in excess of 10 percent for any single item (Malhotra et al., 

2002).  Options are available to maximize the usable information from a data set when there 

are missing values on individual items (Tabachnick & Fidell, 2001).  These options range 

from the most conservative (treating missing values as missing and only using the available 

data) to the estimation of values for missing scores.  One method of estimating the value of a 

missing score is to replace that value with the overall mean score for that item.  Another less 

conservative technique involves attempts to estimate the values using multiple linear 

regression.  The disadvantage of this approach is that it artificially increases the degree of 

association between variables and can lead to an inflation of correlation coefficients in 

subsequent analyses (Tabachnick & Fidell, 2001).   

Despite these disadvantages, it is often advantageous to estimate missing values in a 

data set.  In particular, in cases where missing values are scattered through a data set such 

that relatively few data points are missing for an individual participant, attempts at the 

application of multivariate statistical techniques across a large number of variables can lead 

to the elimination of significant numbers of participants‟ data from the analysis.  This results 

in a significant reduction in the amount of usable information available regarding the 

interrelationships between variables (Tabachnick & Fidell, 2001).  In such a situation the 

disadvantages associated with the estimation of missing values are outweighed by the 
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benefits of the additional information available for analysis.  In this study, data estimations 

were made in areas specific to the study, replacing values with the overall mean score for that 

item. 

 

5.3   Descriptive statistics of Australian and US SMEs 

5.3.1 Industry 

Responses were coded according to industry type using the North American Industry 

Classification Code (NAICS).  This system is similar to the Australian and New Zealand 

Standard Industrial Classification (ANZSIC) coding system.  A total of 430 completed 

questionnaires were available for analysis.  201 respondents (46.8 percent) were Australian 

and 229 (53.2 percent) were US-based SMEs.   

The Australian sample was largely obtained from an electronic database where 362 

electronic questionnaires were administered, with approximately 148 responses received (41 

percent response rate).  Subsequent responses were gathered utilizing similar methods as 

described for the US sample, snowballing data collection procedures with personal and 

business contacts, utilizing both written surveys and web-based questionnaires being 

completed by respondents.  For this reason it is difficult to ascertain the exact amount of 

responses from the electronic database.  The figure is an approximation based on numbers 

shortly after the email procedure was administered.  A final number of 201 useable surveys 

were collected.   

For the US sample the bulk of the questionnaires were hand delivered to random 

businesses deemed to fit the sample definition of having between 0 and 100 employees, this 

method ensures a very high response rate (Neuman, 2003; Sekaran, 2003).  The snowballing 

technique was again utilized with hand-delivering surveys, resulting in data gathered 

primarily through the web survey.  This tandem process enabled 229 usable questionnaires to 

be obtained primarily in the state of Kansas.  Table 5.1 provides information regarding the 

industry within which each SME operates and compares Australia with the United States 

sample.  Figures 5.2 and 5.3 present an illustrated view of the results for the Australian and 

US samples respectively. 
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Table 5.1  Firm characteristics – Industry type 

 

Type of Business 

 

Primary 

NAIC Code 

 

 

Businesses participating in the study 

  Australia 

Number                % 

United States 

Number                % 

Agriculture 1 6 3.0 7 3.1 

Construction 2 19 9.5 16 7.0 

Manufacturing 3 31 15.4 9 3.9 

Wholesale 4 11 5.5 6 2.6 

Retail 5 65 32.3 93 40.6 

Transportation 6 1 0.5 1 0.4 

Information 7 16 8.0 5 2.2 

Finance & 

Insurance 

8 2 1.0 23 10.0 

Real Estate 9 4 2.0 9 3.9 

Professional & 

Technical 

10 26 12.9 21 9.2 

Health & Social 11 2 1.0 6 2.6 

Arts & 

Entertainment 

12 8 4.0 4 1.7 

Accommodation & 

Food 

13 9 4.5 22 9.6 

Other Services 14 1 0.5 7 3.1 

Total  201 100.00 229 100.0 

 

Source: Developed for this research 
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Figure 5.2:  Industry breakdown of Australian firms  

 

 

Figure 5.3:  Industry breakdown of US firms  

 



163 

 

Overall, the most commonly reported industry groupings were similar across the two 

countries; the retail sector for Australia (65 businesses or 32.3 percent) and for the US (93 

businesses or 40.6 percent).  The retail sector was the largest segment overall for both 

Australia and the US.  This is not surprising as the number of businesses that fall into this 

category often exceeds others (ABS, 2008).   

Many other sectors are split with representation; Australia showed the next highest 

percentage with manufacturing (15.4 percent); followed by professional/technical services 

(12.9 percent).  Other US respondents included several industries bunched closely together 

including finance and insurance (9.5 percent) and accommodation and food industries (9.1 

percent) and professional/technical (8.7 percent) of the sample.   

 

5.3.2 Firm size 

Responses from companies with a large number of employees were rare, most 

maintained a small number of employees.  The definition for an SME was based on ABS 

(2008) definitions regarding employment; i.e. less than 100 employees for an SME 

classification.  However, as noted previously, as the US defines an SME as a firm that has 

less than 500 employees, therefore the ABS definition was used as a working definition and 

as a guiding principle.  Therefore all respondents were included in the sample.  The results 

are shown to indicate the total number of employees in 2007; the last full year prior to the 

survey being administered.   

 

Table 5.2:  Firm characteristics – Size (number of employees) 

Characteristic Range Australian 

Businesses 

% 

(n = 201) 

U.S. 

Businesses 

% 

(n = 229) 

 

 

Number of 

Employees 

 

Less than 10 

From 10 to 49 

From 50 to 100 

More than 100 

 

56.2 

36.3 

6.5 

1.0 

 

 

44.3 

22.1 

26.9 

6.7 
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A large number of Australian firms had less than 10 employees (56.2 percent).  

Interestingly 36.3 percent in the 10 and 49 employees category was greater than the US (22.1 

percent).  Understandably the amount of large-sized firms drops in the 50 to 100 category to 

6.5 percent.  Again, this number is quite different from the US sample (26.9 percent).  

Figures 5.4 and 5.5 shows an illustrative view of the number of employees for the Australian 

and US samples respectively. 

 

Figure 5.4:  Number of employees - Australia  

 

 

 

 

 

 

 



165 

 

Figure 5.5: Number of employees – United States 

 

In the US, there are 44.3 percent of respondents with less than 10 employees.  More 

firms in the US sample had between 50-100 employees (26.9 percent) than the 10-49 

category (22 percent).  Additionally, nearly seven percent of firms had over 100 employees.  

For Australia, 36.3 percent in the 10 and 49 employee category was greater than the US (22.1 

percent).  Not surprisingly, there were a larger number of Australian firms with less than 10 

employees (56.2 percent) compared to the US (44.3 percent).  Micro businesses (companies 

with no employees), comprise a large proportion of Australian businesses (ABS, 2008).   

 

5.3.3 Firm age 

The majority of Australian firms were slightly younger in age, with the majority 

operating between 4 to 6 years (37.8 percent).  US firms over 20 years showed an increase 

compared to the Australian sample (23.9 percent for the US and 5.5 percent for the Australian 

sample).  However, overall the two samples were very similar.  A comparison of firm age 

characteristics between the two samples is presented in Table 5.3 and illustrated in Figures 

5.6 and 5.7 for Australian and US firms respectively.  
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Table 5.3:   Firm characteristics – Age (in years) 

Characteristic Range Australian 

Businesses 

% 

(n = 201) 

U.S. 

Businesses 

% 

(n = 229) 

 

 

Number of Years 

in Business 

 

1 to 3 years 

From 4 to 6 

From 7 to 9 

From 10 to 12 

From 13 to 20 

Over 20 years 

 

16.4 

37.8 

14.5 

15.0 

11.0 

5.5 

 

9.5 

20.3 

12.8 

12.4 

21.1 

23.9 

 

 

     

      

 

 

Figure 5.6:  Years in business – Australian firms   
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Figure 5.7: Years in business – US firms 

 

5.4 Scale development 

5.4.1 Reliability of measures 

 Reliability of a measure indicates the extent to which the measure is error free or 

without bias, and therefore creates consistent measurement across the various items in the 

measure and across time (Cavana et al., 2003).  Several constructs included in the study were 

measured by multiple-item scales and these were tested for their reliability and to investigate 

whether they share common traits among themselves (Hair, Bush & Ortinau, 2003).  Each 

scale was assessed in terms of reliability in the first instance.  The reliability tests were used 

to eliminate inappropriate items which were essentially poor fitting items with low loading.   

The analysis was firstly based on calculations of Cronbach‟s alpha coefficient.  

Cronbach‟s alpha reliability coefficients were calculated for the sets of items for the 

following constructs:  human resources, organizational resources, social resources, 

knowledge resources, entrepreneurial orientation, resource leveraging, environmental 

turbulence, performance and growth intentions.  Cronbach alpha analysis led to some items 

being deleted in the scales.   
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All scales are robust, Australian analysis shows scales range from 0.76 

(organizational resources) to 0.90 (human resources).  US analysis showed scales range from 

0.71 (organizational resources) to 0.96 (resource leveraging).  While Bagozzi (1994) 

indicated that Cronbach alpha coefficients of over 0.6 are acceptable for exploratory studies, 

Nunnally (1978) suggested that alphas greater than 0.7 were necessary and these results meet 

both criteria.  Therefore these results indicate meeting the criteria for exploratory studies and 

show evidence of high internal consistency and homogeneity in each set of items.  Reliability 

analysis is reported with correlation analysis in Table 5.4.   

Other variables from the Australian sample indicated strong alphas; such as social 

resources (0.82); knowledge resources (0.88) performed very strongly along with 

Entrepreneurial Orientation (0.85).  Similarly the resource leveraging scale had a Cronbach 

alpha of 0.90 and the resource leveraging scale with 0.85 and environmental turbulence 

received 0.86.  Dependent variable performance showed 0.77 and the growth intentions 

variable used in predictive validity testing was 0.79.   

US results showed similar strong findings with human resources (0.85); social 

resources (0.84) and knowledge resources (0.92).  Entrepreneurial orientation had a Cronbach 

alpha of 0.90; and the resource leveraging scale (0.96); and the environment (0.85).  

Dependent variable performance received a Cronbach alpha of 0.90 and growth intentions 

showed 0.76.  Thus we can conclude that all the scales are robust and reliable.  Table 5.4 

below shows reliability analysis through Cronbach Alpha and correlation coefficients 

between variables.  Additionally, discriminant validity results are included in bold and will be 

addressed in the scale development section. 
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Table 5.4:  Reliability and correlation analysis:  Australia and US (US in brackets) 

*Figures in bold indicate construct validity and discriminant validity testing results. 

Variable Cronbach 

Alpha 

HUMAN ORGAN SOCIAL KNOW EO RL ENV PERF GI 

HUMAN  

(Human Resources) 

   0.90 

  (0.85) 

  0.82 

 (0.82) 

        

ORGAN 

(Organizational 

Resources) 

   0.76 

  (0.71) 

  0.44** 

 (0.34**) 

  0.82 

 (0.74) 

       

SOCIAL  

(Social Resources) 

   0.82 

  (0.84) 

  0.16* 

 (0.23*) 

   0.15* 

  (0.53**) 

  0.80 

 (0.78) 

      

KNOW  

(Knowledge 

Resources) 

   0.88 

  (0.92) 

  0.60** 

 (0.44**) 

   0.44** 

  (0.38**) 

  0.14* 

 (0.30**) 

  0.79 

 (0.81) 

     

EO 

(Entrepreneurial 

Orientation) 

   0.85 

  (0.90) 

  0.49** 

 (0.33**) 

   0.61** 

  (0.47**) 

  0.19** 

 (0.31**) 

  0.61** 

(0.69**) 

 0.80 

(0.81) 

    

RL 

(Resource 

Leveraging) 

   0.85 

  (0.96) 

  0.59** 

 (0.37**) 

   0.47** 

  (0.34**) 

  0.66** 

 (0.29**) 

  0.72** 

 (0.78**) 

  0.59** 

 (0.74**)  

 0.81 

(0.82) 

   

ENV  

(Environment) 

   0.86 

  (0.85) 

  0.06 

 (0.19*) 

   0.28** 

  (0.30**)  

   0.14 

  (0.24**) 

  0.13 

 (0.29**) 

  0.31** 

 (0.36**) 

 0.15* 

(0.24**) 

 0.79 

(0.82) 

  

PERF 

(Performance) 

   0.77 

  (0.90) 

  0.47** 

 (0.26**) 

   0.55** 

  (0.34**) 

   0.18* 

 (0.26*) 

  0.53** 

 (0.59**) 

  0.62** 

 (0.56**) 

 0.57** 

(0.61**) 

 0.24** 

(0.26*) 

 0.83 

(0.79) 

 

GI 

(Growth Intentions) 

   0.79 

  (0.76) 

  0.15* 

 (0.20*) 

   0.07* 

  (0.20**) 

   0.35** 

 (0.19*) 

  0.15* 

 (0.42**) 

  0.17* 

 (0.44**) 

 0.16* 

(0.44**) 

 0.09 

(0.21**) 

  0.31** 

(0.57**) 

 0.85 

(0.76) 

 

           

 
 *p <.10, **p <.05, ***p < .01      
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5.4.2 Validity of measures 

While reliability is necessary to test the goodness of a measure such as high stability 

and consistency, it is insufficient in that the measure may not be the concept that was set out 

to measure.  Therefore, validity ensures the ability of a scale to measure the intended concept 

(Hussey & Hussey, 1997; Neuman, 2003), such as the authenticity of the intended cause and 

effect relationships (internal validity) and the generalizability to the environment (external 

validity) (Cavana et al., 2003).  Validity is also more difficult to achieve than reliability is 

that constructs are abstract ideas, whereas indicators refer to concrete observations (Sekaran, 

2003).  Therefore, absolute confidence about validity cannot be achieved (Neuman, 2003).  

The goal of validity testing is to determine through various methods which measures are 

more valid than others and accumulate evidence over time (Malhotra et al, 2002).  Several 

types of validity testing are involved to test the goodness of measures.  These are discussed in 

the next section. 

 

5.4.2.1 Face validity 

Face validity is considered to be a basic and minimal index of validity, this is the 

easiest to achieve and most basic kind of validity.  At its core it is a consensus method of 

measuring validity, usually through judgment of the scientific community that the measure 

actually measures the construct (Malhotra et al., 2002; Neuman, 2003).  For the current 

research, face validity is deemed present as almost all of the scales were taken from the 

existing literature.  Cavana et al (2003) suggests care should be taken to ensure that the items 

presented in the questionnaire were clear and understandable to the participants to help 

ensure face validity.  For example, when analyzing the human resource scale many questions 

pertained to employees, such as “Our employees are well trained” and “No one knows their 

jobs better than our employees”.  This type of validity was conducted with a sample of 

respondents and the researchers‟ supervisors, some adjustments to questions were made and 

fully presented in chapter 5.   

 

5.4.2.2 Content validity 

Content validity ensures that the measures include an adequate and representative set 

of items that tap the concept (Sekaran, 2003).  As a conceptual definition should hold certain 

ideas and concepts that the measure should adequately represent; or how well the concept has 

been delineated (Cooper & Schindler, 1998; Davis & Cosneza, 1993; Cavana et al., 2003).  In 

essence, it is a check against the operationalization and the relevant content domain for the 
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construct.  According to Neuman (2003) there are three steps to establishing content validity.  

First, researchers should specify the content in a constructs‟ definition.  Next, sampling 

should be attained from all areas of the definition; and finally, an indicator should be 

developed that taps all parts of the definition.   

As almost all scales were derived from the literature, these aspects of content validity 

can be satisfied.  However, the resource leveraging concept required further testing to verify 

content validity.  The content of the constructs‟ definition was fully explored and refined in 

the detailed literature review (Chapter 2) and the qualitative section (Chapter 3).  Next, 

indicators of resource leveraging were attained and presented in a final table (Table 3.5).  

Finally, these indicators were derived and tested to develop a scale that adequately tapped the 

resource leveraging definition presented in Chapter 3.  Cavana et al. (2003) describe content 

validity in three ways; as an examination of the literature to identify conceptual dimensions, 

consultation with a panel of experts to independently assess and test items for performance 

and the pretesting of survey instruments.  These were addressed in Chapter 5 during the 

quantitative stage of this research. 

 

5.4.2.3 Construct validity 

Construct validity is the most rigorous validity test (Sekaran, 2003).  It attempts to 

approximate the truth of the conclusions from the operationalization and if it accurately 

reflects the construct.  Specifically, it refers to the degree to which inferences can legitimately 

be made from the operationalizations and shows the importance of how well the results 

obtained from the use of a measure fit the theories around which the test was designed 

(Cavana et al., 2003); and do the indicators in the measure operate in a consistent manner 

(Neuman, 2003).  Construct validity occurs when the Average Variance Extracted (AVE) is 

greater than 0.5 for each scale.  As can be seen in Table 5.4, this condition is met.  That is, all 

the scales have construct validity. 

 

5.4.2.4 Predictive validity 

Predictive validity is a form of criterion validity whereby an indicator predicts future 

events that are logically related and attempts to understand if the measure differentiates in a 

manner that helps predict a criterion variable (Cavana et al., 2003; Neuman et al., 2003).  The 

measure and the action predicted must be distinct from but indicate the same construct. 

The original scale included seven items from the survey (Q18:1-7) and three items 

were dropped after reliability testing and factor analysis (dropped items include 5-7).  These 
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three resulting items were compiled to develop another scale to test predictive ability of the 

dependent variable (Q18: items 1-4).  As noted from the survey questions, these three items 

ask the respondent about their intentions towards growth; these items were included as a 

separate scale called „Growth Intentions‟ (GI) to test the predictive ability of the dependent 

variable (PERF).  Cronbach alpha was calculated for Australia (0.79) and the US (0.76).  A 

regression equation was developed with PERF as the independent variable and GI as the 

dependent variable.  The results are shown below in Table 5.5. 

 

Table 5.5:  The relationship between performance and growth intentions 

Firms Independent 

Variables 

Beta  

Coefficients 

     t-Statistic 

 

R-square 

(Adj.-R 

square) 

ANOVA       

F-Statistic 

Australian 

Firms 

Performance 

 

0.57 

 

10.55*** 0.33 

(0.33) 

111.34*** 

U.S. 

Firms 

Performance 

 

0.31 

 

4.61*** 0.10 

(0.09) 

21.28*** 

  

 *p <.10,**p <.05,***p < .01      

 

 

Results show that the beta coefficients and ANOVA F-tests are significant.  The 

adjusted R-square explains sufficient variance for both samples.  Therefore predictive validity 

can be deemed sufficient for the dependent variable performance and thus, the measurement 

model satisfies requirements for predictive validity.  

 

5.4.2.5 Convergent validity 

Convergent validity is established when the scores obtained by two different 

instruments measuring the same concept are highly correlated.  This was achieved through 

factor analysis; a multivariate technique used to confirm the dimensions of the concept that 

have been operationally defined and to indicate which of the items are most appropriate for 

each dimension (Cavana et al., 2003).  This process ensures a higher degree of robustness 

through data reduction of the variables.  The variables of human, organizational, social, 

knowledge, entrepreneurial orientation, resource leveraging, environment, performance and 
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growth intentions were analyzed.  This led to some items being deleted from the scales due to 

loading and cross-loading.  New Cronbach alphas were then generated.  Table 5.6 presents 

the final scales after factor analysis and the corresponding Cronbach Alpha result.  

Convergent validity occurs when each of the items in a scale has a high factor loading, 

ideally more than 0.5.  As can be seen from this table, this condition is met. 

 

5.4.2.6 Criterion validity 

Criterion validity refers to using a standard (criterion) to evaluate whether a construct 

is accurate (Cooper & Emory, 1995; Neuman, 2003; Sekaran, 2003).  The validity of an 

indicator is verified by comparing it with another measure of the same construct in which the 

researcher has confidence (Malhotra et al, 2002).  This is done by establishing two subtypes 

of validity: discriminant and predictive validity.   

Discriminant validity can also be assessed by comparing the average variance 

extracted (AVE) with the squared correlation between constructs (Fornell & Larcker, 1981).  

Or said differently, the AVE for a construct is greater than the squared correlation between 

that construct and all other constructs.  EO was used as the measure against other variables.   

A close observation of the correlations among constructs was performed, initially 

subjecting each variable to a Cronbach alpha testing procedure to determine which items may 

improve the alpha if deleted.  Next, factor analysis was performed on each variable 

investigating which scales may load differently; this led to some items being deleted.  An 

explanatory comparative factor analysis was then performed for each pair of variables with 

EO to show that all constructs loaded cleanly.  This process showed all remaining items in 

each construct loaded cleanly against each other, demonstrating evidence of discriminant 

validity for the constructs used in the study.  The results are shown below in Table 5.6. 
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Table 5.6:  Final scales with reliability and factor analysis  

(Values shown on left are for Australia; US results on right in brackets) 

Scale 

Cronbach Alpha 

Australia   (US) 
Final Items Used in Scale 

Factor Analysis 

Loading 

Australia  (US) 

Human 

Resources 

0.90    (0.85) 

1. Our employees hold suitable work experience for 

accomplishing their job successfully  

2. Mastering their jobs meant a lot to our employees 

3. Our employees are well trained  

4. Our employees are well skilled professionally to 

accomplish their job successfully 

5. Considering the time spent on the job, employees feel 

thoroughly familiar with their tasks 

6. Doing this job well is a required in itself 

7. No one knows their job better than our employees 

8. Our employees have a suitable education to fulfill 

their jobs 

9. If anyone can find an answer, it is our employees 

0.83    (0.87) 

 

0.80    (0.73) 

0.80    (0.84) 

0.79    (0.86) 

 

0.78    (0.81) 

 

0.77    (0.76) 

0.75    (0.82) 

0.73    (0.81) 

 

0.68    (0.77) 

Organizational 

Resources 

0.76    (0.71) 

1. This company has strategic alliances/linkages 

2. This company has up-to-date equipment and computer 

technology 

3. We have employees with international experience 

4. This company has unique products and services 

0.85    (0.84) 

0.75    (0.77) 

 

0.73    (0.71) 

0.73    (0.62) 

Social Resources 

0.82 (0.84) 

1. Our business has people who sit on government 

committees 

2. Our business has close relationships with government 

officials 

3. Our business has close relationships with people who 

sit on the board of directors of other firms 

4. Our business has close relationships with university 

professors, scientists or engineers 

5.  Our business has close relationships with bankers and 

financial institution people 

6. Our business has close relationships with key 

members in trade and industry associations  

0.82    (0.85) 

 

0.81    (0.77) 

 

0.79    (0.81) 

 

0.77    (0.75) 

 

0.74    (0.56) 

 

0.50    (0.76) 

 

Knowledge 

Resources 

0.88    (0.92) 

1. Our company quickly applies knowledge to critical 

competitive needs and problems  

2. Our company uses knowledge to improve efficiency 

3. Our company can apply knowledge learned from our 

mistakes/experiences 

4. Our company can convert competitive information 

into plans of action 

5. Our company can integrate different sources and types 

of knowledge 

6. Our company takes knowledge from individuals and 

uses it in the organization  

7. Our company can acquire knowledge about our 

competitors within our industry 

8. Our company can acquire knowledge about new 

products/services within our industry  

0.79   (0.80) 

 

0.79    (0.82) 

0.78    (0.71) 

 

0.75    (0.85) 

 

0.73    (0.88) 

 

0.73    (0.82) 

 

0.68    (0.75) 

 

0.62    (0.78) 

 

Entrepreneurial 

Orientation 

0.85    (0.90) 

1. We are among the first to implement progressive and 

innovative processes and practices 

2. We search for new practices all the time 

0.75    (0.77) 

 

0.73    (0.75) 
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3. We allocate our resources continuously to new and 

promising operation areas of our business 

4. In uncertain decision-making situations we prefer 

bold action to make sure that possibilities are 

exploited 

5. We actively observe new practices and exploit them 

in our own business 

6. The management of our company supports projects 

that are associated with higher risks and returns 

7. We actively observe and adopt best practices 

8. We recognize early on such technological changes 

that may have an effect on our business 

9. We are able to take on unexpected opportunities 

0.71    (0.71) 

 

0.72    (0.78) 

 

 

0.70    (0.82) 

 

0.70    (0.71) 

 

0.63    (0.73) 

0.62    (0.81) 

 

0.59   (0.72) 

Resource 

Leveraging 

0.85    (0.96) 

1. Our company is organized so that we can adapt to 

different situations quickly and easily 

2. We are not bogged down in the clutter of daily 

concerns 

3. Roadblocks merely represent challenges to be 

overcome 

4. This company finds creative and innovative ways to 

get the job done   

5. Management shows strong leadership, partly through 

creating a team-building atmosphere 

6. The company must stay flexible, for both strategic 

and everyday decisions 

7. Short-term issues and problems are “seen through” 

the lens of the big picture, long-term direction of the 

company 

8. The business model we have is important, but it must 

incorporate change    

9. The company is very aware of the total environment 

and applies it to decisions 

10. As the business proceeds, subsequent new 

opportunities emerge, which we recognize, evaluate 

and exploit  

11. Networking, information scanning and intuition 

combine to guide decisions at critical moments 

0.87    (0.85) 

 

0.84    (0.84) 

 

0.82    (0.83) 

 

0.78    (0.87) 

 

0.71    (0.83) 

 

0.71    (0.81) 

 

0.64    (0.84) 

 

 

0.63    (0.84) 

 

0.61    (0.82) 

 

0.59    (0.84) 

 

 

0.55    (0.82) 

Environment 

0.86    (0.85) 

1. Product features in the market 

2. Competitors offerings 

3. Number of new customers  

4. Consumer preferences   

5. Regulations regarding the market (number) 

6. Nature of the overall market 

7. Number of competitors 

8. Suppliers offerings 

9. Use of technology    

0.84    (0.81) 

0.84    (0.88) 

0.81    (0.78) 

0.76    (0.63) 

0.76    (0.48) 

0.72    (0.66) 

0.69    (0.92) 

0.67    (0.60) 

0.61    (0.77) 

Performance 

0.77    (0.90) 

1. Our company is exceeding our growth goal 

2. Our company is performing well  

3. We perform better than our competitors  

4. Our company is exceeding our sales goal 

0.82    (0.93) 

0.81    (0.89) 

0.80    (0.77) 

0.67    (0.92) 

Growth 

Intentions 

0.79    (0.76) 

1. We intend to significantly increase production    

2. We intend to open new locations      

3. We intend to introduce new products/services    

0.89    (0.94) 

0.82    (0.91) 

0.81    (0.69) 
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5.4.3 Relationships between the variables 

Tests for linearity are conducted via correlation.  Table 5.4 gives the correlations 

between variables used in the study for Australia and the US respectively.  The correlation 

coefficients of interest in the Australian sample include HUMAN, ORGAN, SOCIAL, 

KNOW, EO and RL.  Results from the samples indicate that KNOW, EO and RL are the 

most highly correlated variables.  In the Australian sample, KNOW and RL had the highest 

correlation (r = 0.72 with p > 0.05).  Additionally, EO and PERF also indicated slightly 

higher correlation (r = 0.62, p = 0.05) as well as EO and KNOW (r = 0.61, p > 0.05). 

US results are similar, with KNOW, EO and RL proving the most highly correlated 

variables.  KNOW and RL (r = 0.78, p = 0.05) and EO and RL (r = 0.74, p = 0.05) were 

shown to be the highest correlated variables.  KNOW and EO also indicated higher 

correlation (r = 0.69, p = 0.05) as did RL and PERF (r = 0.61, p = 0.05).    

 A high correlation between variables can indicate a collinearity problem when testing 

the overall model (Sekaran, 2003).  Collinearity (or multicollinearity) is a situation when one 

independent variable is a linear function of other independent variables (Cavana et al., 2003).  

When variables are highly correlated with each other it is difficult to discern reliable 

estimates of their individual regression coefficients.  Or stated simply, when two variables are 

highly correlated, they may be measuring the same phenomenon or construct; or conveying 

the same information. 

However, high correlation does not necessarily mean multicollinearity and is shown 

through a tolerance test giving the tolerances and variance inflation factors (VIF) for 

individual variables.  VIF measures the impact of collinearity among variables in a regression 

model.  Values < 10 are considered to sufficiently satisfy issues of multicollinearity and 

results showed all values were less than 10.  Therefore multicollinearity was deemed not 

present.  These results indicate that while the three variables (EO, KNOW, RL) showed 

slightly higher correlation, there is no multicollinearity present and hypothesis tests can be 

conducted.   

 

5.5 Hypothesis testing 

Multiple regression was the main tool used to test the hypotheses on the proposed 

relationships and the overall model, utilizing a hierarchical multiple regression approach.  

Hierarchical regression involves the researcher determining the order of entry of the variables 

(Malhotra et al., 2002).  Hierarchical models allow examination as to whether the extent of 
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the regression coefficients vary across different sub-populations, while borrowing strength 

from the full sample (Sekaran, 2003).   

F-tests are used to compute the significance of each added variable (or set of 

variables) to the explanation reflected in the R-square. This hierarchical procedure is an 

alternative to comparing betas for purposes of assessing the importance of the independent 

variables (Malhotra et al., 2002).  The dependent variable, performance, was regressed firstly 

on control variables, then included with all variables including human resources, 

organizational resources, social resources, knowledge resources and entrepreneurial 

orientation.  The resource leveraging variable is tested at a later stage for moderating and 

mediating effects on the model. 

 As firms in the sample are from multiple industries, growth through revenue measures 

were not utilized.  Therefore performance was measured by the perceived satisfaction in 

growth of the firm in the last four years.  The list of variables used in testing the hypotheses 

given by the theoretical framework is given next in Table 5.7.  
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Table 5.7:  List of variables used in hypothesis testing 

 

HUMAN Human resources: 12 item Likert scale (question 14 in the questionnaire, 

items 19-30 - see Appendix) 

ORGAN Organizational Resources: 5 item Likert scale (question 9 in the questionnaire 

– see Appendix)  

SOCIAL Social Resources: 8 item Likert scale (question 14 in the questionnaire, items 

1-8 - see Appendix) 

KNOW Knowledge Resources: 10 item Likert scale (question 14 in the questionnaire, 

items 9-18 - see Appendix) 

EO  Entrepreneurial Orientation: 9 item Likert scale (question 10 in the 

questionnaire - see Appendix) 

RL Resource Leveraging: 13 item Likert scale (question 15 in the questionnaire - 

see Appendix) 

PERF Performance or Company Growth: 7 item Likert scale (question 18 in the 

questionnaire - see Appendix) 

AGE Years in Business (question 2 in the questionnaire – see Appendix) 

SIZE Number of Employees in 2007 (question 16 in the questionnaire – see 

Appendix) 

ENV 

 

Perceived Turbulence in the Environment (question 9 - see Appendix) 

  

 

Source: Developed for this research 
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5.5.1 Multiple linear regression analysis 

 Testing for alternate models is critical to ensure that rival models do not share similar 

structures (Bollen, 1989).  Therefore alternate models were assessed to ensure theoretical 

relevance.  As discussed, to further investigate the relationships between variables presented 

in the final conceptual model a hierarchical multiple linear regression was conducted with 

performance as the dependent variable.  Each of the variables proposed by the model to be 

causally linked to SME growth were entered as independent variables. The variables in the 

model included control variables of age (AGE) in years, size (SIZE) determined by the 

number of employees (in 2007), and environmental turbulence (ENV).  Independent variables 

included in the analysis are human resources (HUMAN), organizational resources (ORGAN), 

social resources (SOCIAL), knowledge resources (KNOW), entrepreneurial orientation (EO) 

with the dependent variable performance (PERF).  The results for Australia are shown in 

Table 5.8 and 5.9 for the US.   
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Table 5.8:  Hierarchical regression results - Australia 

(Dependent variable:  Performance) 

 

 

Variables 
Model 1 Model 2 Model 3 

Control Variables β t β t β t    

Age -0.04 -0.56 -0.13 -2.52** -0.14 -2.62***    

Size 0.04 0.59 0.11 1.98* 0.11 2.10**    

Environmental 

Turbulence 

0.23 3.37*** 0.04 0.72      

Independent 

Variables 
      

Human  

Resources 

  0.16 2.36** 0.16 2.34** 

Organizational 

Resources 

  0.20 2.97*** 0.21 3.16*** 

Social  

Resources 

  0.02 0.28   

Knowledge 

Resources 

  0.18 2.44** 0.18 2.44** 

Entrepreneurial 

Orientation 

  0.32 4.14*** 0.33 4.41***    

Adj. R
2
 0.05 0.47 0.48 

F value 4.11*** 23.51*** 31.46*** 

Delta R
2
  0.42 0.01 

F change  19.40 7.95 
 

*p< .10, **p< .05, ***p< .01 
 

 

5.5.2 Hierarchical regression results: Australia   

To account for the competitive environment of SMEs environmental turbulence was 

included in the regression (ENV) with two other control variables; age (AGE) and size 

(SIZE).  These were regressed against performance (PERF).  As expected the results indicate 

that these variables do not effect performance with only 5 percent of the variance in the 

dependent variable explained by the set of independent variables (adjusted R
2
 = .05).  The 

ANOVA F-Statistic is significant for the model, representing 4.11 (p<.01).  Environmental 

turbulence was significant variable with t value of 3.40 (p<.01). 
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Next, model 2 included the same three control variables with the addition of the five 

independent variables; human resources (HUMAN), organizational resources (ORGAN), 

social resources (SOCIAL), knowledge resources (KNOW) and entrepreneurial orientation 

(EO).  Results show the addition of these variables do effect performance with 47% of the 

variance explained by the model (adjusted R
2
 = 0.47).  ANOVA F is significant (23.51, 

p<.01).  The strongest result was the variable EO (β = 0.32, t = 4.14, p = < .01).  ORGAN 

was also significant (β = 0.20, t = 2.97, p = < .01).  The variables KNOW (β = 0.18, t = 2.24) 

and HUMAN (β = 0.16, t = 2.36) are significant at the p = < .05 level.  AGE (β = -0.13, t = 

2.24, p = < .05 ) and SIZE (β = 0.11, t = 1.98, p = < .10) became significant while ENV is no 

longer significant (β = 0.04, t = 0.72). 

 The next step in the process was to include control and independent variables that 

performed more strongly in the third model.  Model 3 eliminated the weaker variables from 

the model (ENV, SOCIAL) to investigate the strength of the final model.  Results show a 

slight increase in performance (adjusted R
2
 = .48).  However, the ANOVA F increases and is 

significant (31.46, p<.01) and ORGAN (β = 0.21, t = 3.16) and EO (β = 0.33, t = 4.41) show 

stronger results and remain significant at the p = <.01 level.   
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Table 5.9:  Hierarchical regression results - US 

(Dependent variable:  Performance)  

 

 

 

*p< .10, **p< .05, ***p< .01 
 

 

5.5.3 Hierarchical regression results: US   

As with the Australian sample, Model 1 in the US sample was firstly regressed on 

three control variables, age (AGE), (SIZE) and the environment (ENV) against performance 

(PERF).  Similar to the previous model, results indicate that these variables do affect 

performance (adjusted R
2
 = .05).  The ANOVA F-Statistic is significant for the model, 

representing 4.62 (p<.05), however this explains only a small amount of variance.  ENV was 

significant with a t-value of 3.45 (p<.01).   

Model 2 includes the three control variables (ENV, AGE, SIZE) with the five 

independent variables; human resources (HUMAN), organizational resources (ORGAN), 

 

Variables Model 1 Model 2 Model 3 

Control Variables β t β t Β t    

Age -.061 -0.80 -0.09 -1.54 -.09 -1.77*    

Size -.00 -0.02 -.003 -0.55      

Environmental 

Turbulence 

.23 3.45*** -0.02 -0.30      

Independent 

Variables 

      

Human  

Resources 

  -.01 -.10   

Organizational 

Resources 

  .06 .98 .08 1.29 

Social  

Resources 

  .06 .89   

Knowledge  

Resources 

  .39 5.17*** .39 5.48*** 

Entrepreneurial 

Orientation 
  .25 3.23*** .25 3.35***    

Adj. R
2
 .05 .39 .40 

F value 4.62** 19.19*** 38.62*** 

Delta R
2
  .34 .01 

F change  14.57 19.43 
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social resources (SOCIAL), knowledge resources (KNOW) and entrepreneurial orientation 

(EO).  Results show a strong result for Model 2.  The adjusted R2 is 0.39 with the Model 

explaining 39% of the variance (adjusted R
2
 = .39).  ANOVA F is significant (19.19) at the 

one percent level.  Comparing Model 2 with Model 1 we see that the addition in the Adj. R2 

is 0.05 to 0.39, an additional 0.34.  Thus the five key independent variables are making a 

major contribution to the explanation of performance.   

Knowledge resources has the strongest result (β = 0.39, t = 5.48, p = < 0.01).  Thus, a 

unit increase in knowledge means a 0.39 unit increase in performance.  The t-value is large at 

5.48, and significant at the 1 percent level.  EO also shows strong results (β = 0.25, t = 3.35, p 

= < 0.01).  The strong beta (0.25) and large t-value (3.35) are significant at the one percent 

level.   

Results indicate a large decline in performance to the next variable.  The third 

strongest variable was organizational resources, but showed a small beta and is not significant 

(β = 0.08, t = 1.29).  Similarly social resources and human resources were small and not 

significant (at the five percent level).  The control variables collectively became less 

important.  AGE was included as a control variable and is significant in Model 3 (β = -0.09, t 

= -1.77, p = < 0.10).   

Model 3 begins with variables from Model 2 and starts to include variables into 

Model 3 that have a stronger t-value (t < 1) one variable at a time.  As can be seen, Model 3 is 

the final optimal model.  The adjusted R2 improves to 0.40, with a concomitant jump in the 

F-value (from 19.19 to 38.62), both significant at the one percent level.  The final model 

leaves one control variable (AGE) which remains with a negative beta of -0.09, only 

marginally significant at the 10 percent level.  This means that younger firms tend to perform 

better in the sample.   

The two key variables that remain are knowledge resources and entrepreneurial 

orientation.  Compared to Model 2, the beta coefficients remain at the same high level but 

there is a further improvement in the t-values which rise to 5.48 and 3.35 respectively (both 

significant at the one percent level).   

The other remaining component in the final model is organizational resources.  This 

variable shows a beta coefficient of 0.08 and a t-value of 1.29 and is not significant.  This is 

clearly a very marginal contribution to performance, but nonetheless a small contribution.  

However, for the US, organizational resources do contribute more than human and social 

resources.  Results concerning the resource-performance hypotheses are presented next.       
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Table 5.10:  Results of hypothesis testing – Resources and performance 
 

Concept No. Hypothesis 
Australia 

Supported 

US 

Supported 

Human 

Resources 

 
H1 

There is a positive relationship between 

human resources and firm growth. 
√ X 

Organizational 

Resources 
H2 

There is a positive relationship between 

organizational resources and firm growth. 
√ ? 

Social Resources H3 
There is a positive relationship between 

social resources and firm growth. 
X X 

Knowledge 

Resources 
H4 

There is a positive relationship between 

knowledge resources and firm growth.  
√ √ 

Entrepreneurial 

Orientation 
H5 

There is a positive relationship between 

entrepreneurial orientation and firm growth. 
√ √ 

 

√ signifies strong support for the hypothesis; X denotes disconfirmation of the hypothesis; ? denotes some 

support but not significant  
 

Source: Developed for this research. 

 

 

Hypothesis 1: Human resources and SME performance 

 Hypothesis 1 states that firm performance is positively related to human resources.  

The results for human resources from the hierarchical regression with all variables are 

presented in Table 5.8 and 5.9.     

The hypothesis is supported for the Australian sample and rejected for the US firms in 

the study.  The Australian sample beta coefficients are significant (β = 0.16, t = 2.36, p = < 

.05).  However the US sample indicates no significance within the entire model (Model 2) (β 

= -0.01, t = -0.10).  Therefore we can conclude that hypothesis 1 is supported for Australia 

and rejected for the US. 
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Hypothesis 2: Organizational resources and SME performance 

Hypothesis 2 states that firm performance is positively related to organizational 

resources.  The hypothesis is supported for Australian firms in the study and has a minor 

influence for the US.  The results are presented in Table 5.8 and 5.9. 

The Australian sample beta coefficients are significant at the one percent level for 

both Model 2 (β = 0.20, t = 2.97) and Model 3 (β = 0.21, t = 3.16).  However the US sample 

indicates no significance within the entire model (Model 2) (β = -0.01, t = -0.10) or within the 

final model (Model 3) (β = 0.08, t = 1.29).  These results indicate that there is evidence for 

support in the Australian sample and is accepted.  The US sample indicates a very minor 

contribution to performance, but even so more than human and social resources.  Thus we 

can conclude that hypothesis 1 shows some marginal support in the US. 

 

Hypothesis 3: Social resources and SME performance 

Hypothesis 3 proposes that firm‟s performance is positively related to its social 

resources.  The results show hypothesis 3 is not supported in either Australia or the US.  The 

results are presented in Table 5.8 and 5.9.   

 For Australian firms, social resources performed poorly, with beta coefficients low 

and non-significant (β = 0.02, t = 0.28).  The Australian sample shows less impact as the beta 

coefficients and t-values are reduced in degree against the US results.  US findings are similar 

in that there is low betas and they are non-significant (β = 0.06, t = 0.89).  Therefore, we can 

conclude that hypothesis 3 is rejected for both Australian and US firms. 

 

Hypothesis 4: Knowledge resources and SME performance 

Hypothesis 4 proposes that firm‟s performance is positively related to its knowledge 

resources.  The results show support for Australian firms and very strong support for the 

relationship in the US sample.  The results are shown in Table 5.8 and 5.9.   

For the Australian case the beta coefficient is significant at the five percent level and 

remains unchanged in both Model 2 (β = 0.18, t = 2.44, p < 0.05) and Model 3 (β = 0.18, t = 

2.44).  The U.S. case shows increased significance at the one percent level and slight 

increases in t-values from Model 2 (β = 0.39, t = 5.17) to Model 3 (β = 0.39, t = 5.48).  The 

adjusted R-square shows 40 percent of explanation in the variance of Model 3.  We can 

conclude that hypothesis 4 is accepted for the US, and in the Australian case, supported. 
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Hypothesis 5: Entrepreneurial orientation and SME performance 

Hypothesis 5 proposes that a firm‟s entrepreneurial orientation is positively related to 

performance.  The results indicate strong support for the hypothesis in both Australia and the 

US.  The results are presented in Table 5.8 and 5.9.   

Results show a similar pattern between Australia and the US for entrepreneurial 

orientation.  ANOVA F-tests and beta coefficients were significant in both countries (p < 

0.01) in Models 2 and 3.  Results for EO in Australia increased slightly from Model 2 (β = 

0.32, t = 4.14) to Model 3 (β = 0.33, t = 4.41).  The adjusted R-square represented 47 and 48 

percent of the variance for the Australian sample in Models 2 and 3 respectively, with EO 

having the highest level of performance of the variables in either model.  Similarly, the 

adjusted R-square for the US increased slightly from 39 to 40 percent of the explained 

variance.  We can conclude that hypothesis 5 is supported in both countries, and in the case 

of Australia, indicates very strong support. 

This research tests the claim that RL also affects the relationship between individual 

resources and acts as either/or a moderator and/or a mediator of the relationship between 

SME resources and performance.  Resources found to affect performance from the 

hierarchical regression analyses (Model 3) were used to test the hypotheses. 

 

5.5.4 Tests for moderating effects of resource leveraging 

The theoretical framework introduced in Chapter 3 envisages resource leveraging as a 

strategic moderator for the relationships between resources and performance.  Hypotheses 6a-

10a proposed that a firm‟s strategy (RL) moderates the relationship between individual 

resources and performance.  While initial scanning of the correlation matrix showed an 

indication of the effects of resource leveraging and hierarchical regression modeling also 

suggested an influence, further testing was required. 

The procedures for empirically establishing moderator and mediator effects were 

introduced in Chapter 4 following the moderation/mediation testing procedure of Baron and 

Kenny (1986).  Moderation implies that a moderating variable alters the independent 

variable‟s effect on the dependent variable.  The independent variable‟s effect is 

characterized by its interaction with the moderator. 

Selective moderation tests were conducted following Baron and Kenny (1986).  

Moderation is a two-step process by using regression analysis to first estimate the effect of 

the independent and moderator variables on the dependent variable.  This step is designed to 
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establish that both the independent and the moderator variables have statistically significant 

relationships with the dependent variable.  A separate regression is then run that includes the 

independent variable, the moderator variable and an interaction term that captures the 

combined effect of both.  If that interaction term is significant, the difference in the 

independent variable‟s effect between the first and second steps is attributed to a moderator 

effect.  Variables identified from Model 3 in Australia and the US were utilized in the testing 

procedure.  The results of this testing is presented in Table 5.11 and 5.12 below. 

 

Table 5.11:  Effects of resource leveraging and performance – Australia 
 

Moderation / Resource Leverage (RL)   

Test Adj R2      F             Beta                t           Result 

Human Resources (HUMAN) on DV (PERF) 

 

Resource Leverage (RL) on DV (PERF) 

 

HUMANxRL, HUMAN, RL on DV 

HR 

RL 

HUMANxRL 

0.22        57.47***   0.47              7.58***   

                 

0.32        96.26***   0.57              9.81*** 

                                 

0.35        36.94***   

                                 0.57              2.09** 

                                 0.77              3.13*** 

                                -0.62             -1.37 

 

 

 

 

 

 

No 

Moderation 

Organizational Resources (ORGAN) on DV (PERF) 

 

Resource Leverage (RL) on DV (PERF) 

 

ORGANxRL, ORGAN, RL on DV 

ORGAN 

RL 

ORGANxRL 

0.28        79.44***   0.53              8.91***           

                      

0.32        96.26***   0.57              9.81*** 

 

0.42        48.45***   0.30             1.06  

                                 0.30             1.06 

                                 0.38             1.74** 

                                 0.07             0.17        

 

 

 

 

 

 

No 

Moderation 

Knowledge Resources (KNOW) on DV (PERF) 

 

Resource Leverage (RL) on DV (PERF) 

 

KNOWxRL, KNOW, RL on DV 

KNOW 

RL 

KNOWxRL 

0.28        79.78***   0.54             8.93***   

                                  

0.32        96.26***   0.57             9.81*** 

                                 

0.37        40.41***   

                                 0.93             3.55*** 

                                 1.05             4.05*** 

                                -1.25             -2.70** 

 

 

 

 

 

 

Slight 

Moderation 

Entrepreneurial Orientation (EO) on DV (PERF) 

 

Resource Leverage (RL) on DV (PERF) 

 

EOxRL, EO, RL on DV 

EO 

RL 

EOxRL 

0.38      124.82***   0.62            11.17***   

                                  

0.32        96.26***   0.57              9.81*** 

                                 

0.44        54.19***   

                                 0.62              2.11** 

                                 0.49              1.76* 

                                -0.33             -0.65 

 

 

 

 

 

 

No 

Moderation 

 
Source: Developed for this research 
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Table 5.12:  Effects of resource leveraging and performance – US 

 

Moderation / Resource Leverage (RL)   

Test Adj R2      F            Beta                t          Result 

Organizational Resources (ORGAN) on DV (PERF) 

 

Resource Leverage (RL) on DV (PERF) 

 

ORGANxRL, ORGAN, RL on DV 

ORGAN 

RL 

ORGANxRL 

0.11        29.01***   0.34              5.39***           

                      

0.32        96.26***   0.57              9.81*** 

 

0.39        48.53***    

                                 0.02              0.08 

                                 0.48              2.72** 

                                 0.18              0.52        

 

 

 

 

 

 

No 

Moderation 

Knowledge Resources (KNOW) on DV (PERF) 

 

Resource Leverage (RL) on DV (PERF) 

 

KNOWxRL, KNOW, RL on DV 

KNOW 

RL 

KNOWxRL 

0.35      123.24***   0.59            11.10***   

                                  

0.37       135.23***  0.61            11.63*** 

                                 

0.41        53.62***   

                                -0.08             -0.34 

                                -0.06             -0.24 

                                 0.79              1.74* 

 

 

 

 

 

 

Slight 

Moderation 

Entrepreneurial Orientation (EO) on DV (PERF) 

 

Resource Leverage (RL) on DV (PERF) 

 

EOxRL, EO, RL on DV 

EO 

RL 

EOxRL 

0.32      105.18***   0.56            10.26***   

                                  

0.37       135.23***   0.61           11.63*** 

                                 

0.40        50.77***   

                                -0.04             -0.17 

                                -0.17             -0.69 

                                 0.52              1.18 

 

 

 

 

 

 

No 

Moderation 

 
Source: Developed for this research 

 

Hypothesis 6a: Human resources, resource leveraging and SME performance 

Hypothesis 6a proposes that resource leveraging will moderate the relationship 

between a firm‟s human resources and performance.  Analysis of human resources, resource 

leveraging and performance indicates that RL does not moderate the relationship in the 

Australian sample.   The interaction term (HUMANxRL) was shown to be non-significant in 

Australia (β = -0.62, t = -1.37) and we can thus conclude that hypothesis 6a is rejected.  

Therefore resource leveraging does not moderate the relationship between human resources 

and performance.   

 

Hypothesis 7a: Organizational resources, resource leveraging and SME performance 

Hypothesis 7a proposes that resource leveraging will moderate the relationship 

between a firm‟s organizational resources and performance.  From Model 3, analysis showed 

that RL does not moderate the relationship between organizational resources and 

performance in either Australia or the US.  The interaction term (ORGANxRL) was shown to 
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be not significant in either Australia (β = 0.07, t = 0.17) or the US (β = 0.18, t = 0.52).  

Therefore we can conclude that Hypothesis 7a is rejected.  Therefore resource leveraging 

does not moderate the relationship between organizational resources and performance in 

Australia or the US.   

 

Hypothesis 8a: Social resources, resource leveraging and SME performance 

Hypothesis 8a proposes that resource leveraging will moderate the relationship 

between a firm‟s social resources and performance.  This variable was not found to be 

significant in the final model (Model 3), and was not included in the testing procedure. 

 

Hypothesis 9a: Knowledge resources, resource leveraging and SME performance 

Hypothesis 9a proposes that resource leveraging will moderate the relationship 

between a firm‟s knowledge resources and performance.  The relationship between 

knowledge resources, RL and performance indicated some moderating effects in both 

countries.  However, the increase in value is too weak to claim moderation in the US (β = 

0.79, t = 1.74, p < 0.10).  Additionally, findings in the Australian sample were negative (β = -

1.25, t = -2.70, p < 0.05).  Therefore, it is concluded that Hypothesis 9a is not supported and 

is rejected.  Resource leveraging does not moderate the relationship between knowledge 

resources and performance in either Australia or the US.   

 

Hypothesis 10a: Entrepreneurial orientation, resource leveraging and SME 

performance 

Hypothesis 10a proposes that resource leveraging will moderate the relationship 

between a firm‟s EO and performance.  A final test was conducted between EO and RL in the 

samples to determine the moderating effects of RL on performance.  Results indicated that 

there was no support for the moderating effects of resource leveraging and EO in Australia (β 

= -0.33, t = -0.65) or the US (β = 0.52, t = 1.18).  We can conclude that Hypothesis 10a is not 

supported and rejected.  Resource leveraging does not moderate the relationship between EO 

and performance. 

Results for Australia and the US indicate little if any support for the moderating 

effects of resource leveraging on resource-performance relationship.  We can conclude that 

hypotheses 6-10a are rejected and resource leveraging does not moderate the relationship 

between resources and performance in Australia or the United States. 
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5.5.5 Tests for mediating effects of resource leveraging 

In addition to investigating the possible moderating effect of resource leveraging on 

the relationships between resources and performance, possible mediating effects were also 

examined.  Hypotheses 6b-10b proposed that a firm‟s strategy (RL) mediates the relationship 

between individual resources and performance.  Once again, the procedure for establishing 

the mediator effect was introduced in Chapter 4 and follows the mediation testing procedure 

of Baron and Kenny (1986).   

Mediation is determined by first establishing that the independent variable (resource) 

has an effect on performance through regression analysis.  With this effect demonstrated as 

shown in Model 3 of the hierarchical testing, a second-step equation demonstrating a 

relationship must be shown between the mediator (RL) and the independent variable 

(resource) through a separate regression model using RL as the dependent variable and the 

resource as the independent variable (Table 5.13 below).  With this relationship established, a 

third-step equation can be estimated controlling for the combined effects of the resource and 

resource leveraging (Table 5.14 below).  Mediation is implied when the independent 

variable‟s estimated coefficient in the first-step equation is significantly different from its 

estimated coefficient in the third-step equation.  Therefore the introduction of the mediating 

variable into the explanatory model accounts for some or all of the independent variable‟s 

effect.  The results of this testing is presented below in Tables 5.13 and 5.14 respectively. 

 

Table 5.13:  Regression results showing Model 3 variables and resource leveraging - 

Australia and US  

 

Resource Leverage (RL)   

Test Adj R2     F               Beta              t           Result 

Australia 

AGE, HUMAN, ORGAN, KNOW, EO and RL 

     AGE 

     HUMAN 

     ORGAN 

     KNOW 

     EO 

 

United States 

AGE, KNOW, EO and RL 

     AGE 

     KNOW 

     EO 

 

0.58       54.06***     

                                   0.06          1.33 

                                   0.19          3.12*** 

                                   0.06          1.02 

                                   0.47          7.13*** 

                                   0.28          3.76*** 

                                           

 

0.68       162.45***     

                                   0.04          1.02 

                                   0.50          9.63*** 

                                   0.40          7.65*** 

 

Significant (p< 0.01) 

n/a 

Significant (p< 0.01) 

 

Significant (p< 0.01) 

Significant (p< 0.01) 

 

 

Significant (p< 0.01) 

n/a 

Significant (p< 0.01) 

Significant (p< 0.01) 
*p< .10, **p< .05, ***p< .01 

 

Source: Developed for this research 



191 

 

Table 5.14:  Regression results showing final variables and performance – Australia 

and US 

 

Performance (PERF)   

Test Adj R2     F               Beta              t           Result 

Australia 

AGE, SIZE, HUMAN, ORGAN, KNOW, EO, 

RL and PERF 

     AGE 

     SIZE  

     HUMAN 

     ORGAN 

     KNOW 

     EO 

     RL  

 

United States 

AGE, KNOW, EO, RL and PERF 

     AGE 

     ORGAN 

     KNOW 

     EO 

     RL 

 

 

0.50       29.02***     

                                  -0.15         -2.94*** 

                                   0.12          2.33** 

                                   0.11          1.60 

                                   0.20          3.01*** 

                                   0.06          0.75 

                                   0.17          2.53***  

                                   0.24          3.08***                                                                                            

 

 

0.42       42.54***     

                                  -0.10         -1.90 

                                    

                                   0.25          3.02*** 

                                   0.17          2.10** 

                                   0.30          3.32***  

 

 

Significant (p< 0.01) 

n/a 

n/a 

Partial mediation 

n/a 

Complete mediation 

Partial mediation 

n/a 

 

 

Significant (p< 0.01) 

n/a 

n/a 

Partial mediation 

Partial mediation 

n/a 
*p< .10, **p< .05, ***p< .01 

 
Source: Developed for this research 

 
 

Hypothesis 6b: Human resources, resource leveraging and SME performance 

Hypothesis 6b proposes that resource leveraging will mediate the relationship 

between a firm‟s human resources and performance.  Analysis of human resources, resource 

leveraging and performance in the final model (Model 3) of the Australian sample indicates 

that RL has a significant effect on human resources.  The second-step equation shows the 

relationship between human resources and performance to be significant in Australia (β = 

0.19, t = 3.12, p < 0.01).  The third-step equation then showed the result reducing 

significantly in strength (β = 0.11, t = 1.60), and is no longer significant.  However, this result 

indicates partial mediation as the beta coefficient only drops from 0.19 to 0.11, thus the direct 

impact on performance is relatively great and the t-value of 1.60 is still pertinent.  We can 

thus conclude that hypothesis 6b shows partial mediation is accepted.  Therefore resource 

leveraging partially mediates the relationship between human resources and performance. 
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Hypothesis 7b: Organizational resources, resource leveraging and SME performance 

Hypothesis 7b proposes that resource leveraging will mediate the relationship 

between a firm‟s organizational resources and performance.  Analysis from the final model 

(Model 3) of the hierarchical regression analysis indicated that organizational resources were 

significant in the Australian sample only.  The second-step regression equation between 

resources and resource leveraging indicates that organizational resources were no longer 

significant (β = 0.06, t = 1.02).  Thus, further analysis in the third-step equation is not 

applicable and RL does not mediate the relationship between organizational resources and 

performance in Australia.  We can therefore conclude that hypothesis 7b is rejected.  

Therefore resource leveraging does not mediate the relationship between organizational 

resources and performance in the final model.   

 

Hypothesis 8b: Social resources, resource leveraging and SME performance 

Hypothesis 8b proposes that resource leveraging will mediate the relationship 

between a firm‟s social resources and performance.  As social resources were not significant 

in the hierarchical regression analysis, social resources were not subjected to mediation 

testing.   

 

Hypothesis 9b: Knowledge resources, resource leveraging and SME performance 

Hypothesis 9b proposes that resource leveraging will mediate the relationship 

between a firm‟s knowledge resources and performance.  Analysis of knowledge resources, 

resource leveraging and performance indicates that RL completely mediates the relationship 

in Australia and partially mediates the relationship in the US.   The second-step equation 

indicates significance in Australia (β = 0.47, t = 7.13, p < 0.01) and the US (β = 0.50, t = 9.63, 

p < 0.01).  The third step equation then showed Australia reducing dramatically in strength (β 

= 0.06, t = 0.75) and is no longer significant, indicating complete mediation.  In the US, 

partial mediation is suggested as the third-step equation shows strength decreasing in beta 

and t-value (β = 0.25, t = 3.02), while still remaining significant at the p < 0.01 level.  We can 

therefore conclude that Hypothesis 9b is accepted.  Thus, resource leveraging has a strong 

mediating affect on the relationship between knowledge resources and performance, 

particularly in Australia.   
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Hypothesis 10b: Entrepreneurial orientation, resource leveraging and SME 

performance 

Hypothesis 10b proposes that resource leveraging will mediate the relationship 

between a firm‟s entrepreneurial orientation and performance.  A final analysis of EO, 

resource leveraging and performance indicates that RL partially mediates the relationship in 

Australia and the US.   The second-step equation indicates significance in Australia (β = 0.28, 

t = 3.76, p < 0.01) and the US (β = 0.40, t = 7.65, p < 0.01).  The third step equation then 

showed Australia reducing slightly in strength (β = 0.17, t = 2.53, p < 0.01) and also in the 

US (β = 0.17, t = 2.10, p < 0.01).  As both betas and t-values decrease in strength, partial 

mediation is deemed present.  We can therefore conclude that Hypothesis 10b is accepted.  

Therefore resource leveraging partially mediates the relationship between entrepreneurial 

orientation and performance in both Australia and the United States.   

Overall, results for Australia and the US indicate consistent support for the mediating 

effects of resource leveraging on resource-performance relationship.  We can conclude that 

the hypotheses tested are at least partially accepted and resource leveraging does have a 

mediating affect on the relationship between resources and performance in Australia and the 

United States. 

  

5.6 Conclusion 

 This chapter described the research methods and presented the data analysis and 

results.  The descriptive and inferential data analyses were described, an examination of the 

data for issues relating to missing values were presented, followed by descriptive statistics of 

organizations who participated in the survey.  These comparisons showed that overall the 

samples were broadly similar.  Following a presentation of descriptive statistics, statistical 

tests were applied to test the hypothesized relationships presented in the conceptual model.  

These results are summarized in Table 5.15 and 5.16 below. 
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Table 5.15:  Hypotheses developed for this research – Resources 

 

Concept No. Hypothesis 
Australia 

Supported 

US 

Supported 

Human Resources 

 
H1 

There is a positive relationship between 

human resources and firm performance. 
√ X 

Organizational 

Resources 
H2 

There is a positive relationship between 

organizational resources and firm 

performance. 
√ ? 

Social Resources H3 
There is a positive relationship between 

social resources and firm performance. 
X X 

Knowledge Resources H4 
There is a positive relationship between 

knowledge resources and firm performance.  
√ √ 

Entrepreneurial 

Orientation 
H5 

There is a positive relationship between 

entrepreneurial orientation and firm 

performance. 
√ √ 

 

√ signifies support for the hypothesis; X denotes disconfirmation of the hypothesis; ? denotes some support but 

not significant 

 
Source: Developed for this research. 
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Table 5.16:  Hypotheses developed for this research – Resource leveraging  

 

Concept No. Hypothesis 

Australia 

Supported 

Mod    /    Med 

US 

Supported 

Mod    /    Med 

Human 

Resources 

 
H6a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between human resources and firm 

performance. 

X         √* n/a        n/a 

Organizational 

Resources 
H7a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between organizational resources and firm 

performance. 

X         X X          X 

Social 

Resources 
H8a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between social resources and firm 

performance. 

n/a          n/a n/a         n/a 

Knowledge 

Resources 
H9a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between knowledge resources and firm 

performance. 

X         √ X         √* 

Entrepreneurial 

Orientation 
H10a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between entrepreneurial orientation and 

firm performance. 

X         √* X         √* 

 

√ signifies support for the hypothesis; X denotes disconfirmation of the hypothesis; √* denotes partial 

confirmation of hypothesis; n/a (not applicable). 

 

Source: Developed for this research. 

 

 

A first set of hypotheses proposed relationships between human, organizational, social 

and knowledge resources, entrepreneurial orientation and performance.  The results showed 

strong support for EO in both Australian and US firms.  Knowledge was also identified as a 

key resource variable in organizations with full support in the US and partial support in 

Australia.  Organizational resources showed strong support in Australia and some slight 

support in the US.  Human resources also showed partial support in Australia.   

The pattern of results shown in Table 5.8 and Table 5.9 provide support for the notion 

that resources positively affect SME growth, however, more complicated analyses (such as 

SEM) may have yielded more information regarding the hypothesized model.  For SEM to 

support the model, the individual path parameters of the model would have to be significant, 

and for those path parameters to be significant, the individual bivariate relationships would 

have to also be significant. Overall, this appears to be the case.  The data presented here 
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indicates that the individual paths in the model are significant, and, therefore, the overall 

model can be supported.   

Second, hypotheses concerning the way resource leveraging moderates and/or 

mediates these relationships between performance were advanced.  Overall, these tests 

showed that the influence of resource leveraging was mixed.  The moderating effect of 

resource leveraging was not supported.  This result indicates that the effect of resource 

leveraging is not found at a given point in time; that is, it was not significant at the point 

between when a firm‟s bundle of resources and their performance were measured.  Rather, it 

was found that resource leveraging has a mediating effect on the resource-performance 

relationship.  This indicates that resource leveraging affects performance and is also a result 

of a firm‟s resource bundle.  Thus, the mediating affect of resource leveraging was supported 

in this study. 

Chapter 5 has shown the results of the data analyses and comments on the 

hypothesized relationships where necessary.  Interpretations and implications of the results to 

the theory and practice are the topics of the next chapter.    
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CHAPTER 6   DISCUSSION  

 

6.1 Introduction 

Chapter 5 presented in detail the results of the quantitative research.  In this chapter, 

discussion drawn from the research and hierarchical regression tables are described in 

Sections 6.2.  Then Section 6.3 addresses the research question on the effects of strategy 

between the resource-performance relationship with resource leveraging.  Next, Section 6.4 

details results from each of the proposed hypotheses and implications for the 

entrepreneurship and strategy literature.  Next, Section 6.5 presents the contributions made to 

theory, and implications for management and public policy are developed and discussed in 

Section 6.6.  Finally, concluding remarks are made in Section 6.9.  An outline of this chapter 

is shown below in Figure 6.1.      

 

Figure 6.1:  Outline of Chapter 6 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

6.1 Introduction 

 

 

 

6.2 Discussion about resources and 

hypothesized relationships  

 

 

 

6.3 Discussion about resource leveraging 

and hypothesized relationships 

 

6.5 Managerial and policy implications 

 

 

 

6.4 Theoretical and cultural implications  

 

 

 

6.6 Summary 

 

 

Source: Developed for this research 
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6.2 Discussion about resources and firm performance 

The original model and set of propositions explaining SME performance was 

developed in Chapter 2 of this thesis.  It integrated aspects from the parent disciplines of 

strategy and resource-based theory and combined exploratory and empirical research 

conducted within the context of SMEs.  Following an exploratory study of Australian and US 

entrepreneurs, a revised model was presented in Chapter 3.  The hypotheses derived from the 

model are presented in Table 6.1 and 6.2 and were tested during the quantitative section of 

the research (Chapter 5).  Hence the model was theoretically and empirically based.   

 

Table 6.1:  Hypotheses developed and tested in this research - Resources 
 

Concept No. Hypothesis 
Australia 

Supported 

US 

Supported 

Human Resources 

 
H1 

There is a positive relationship between 

human resources and firm growth. 
√ X 

Organizational 

Resources 
H2 

There is a positive relationship between 

organizational resources and firm 

growth. 
√ ? 

Social Resources H3 
There is a positive relationship between 

social resources and firm growth. 
X X 

Knowledge Resources H4 
There is a positive relationship between 

knowledge resources and firm growth.  
√ √ 

Entrepreneurial 

Orientation 
H5 

There is a positive relationship between 

entrepreneurial orientation and firm 

growth. 
√ √ 

 

√ signifies support for the hypothesis; X denotes disconfirmation of the hypothesis; ? denotes some support but 

not significant. 
 

Source: Developed for this research. 
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Table 6.2:  Hypotheses developed and tested in this research – Resource leveraging 
 

 

Concept No. Hypothesis 

Australia 

Supported 

Mod    /    Med 

US 

Supported 

Mod    /    Med 

Human 

Resources 

 
H6a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between human resources and firm 

performance. 

X         √* n/a        n/a 

Organizational 

Resources 
H7a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between organizational resources and firm 

performance. 

X          X X          X 

Social 

Resources 
H8a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between social resources and firm 

performance. 

n/a         n/a n/a        n/a 

Knowledge 

Resources 
H9a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between knowledge resources and firm 

performance. 

X         √ X         √* 

Entrepreneurial 

Orientation 
H10a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between entrepreneurial orientation and 

firm performance. 

X         √* X         √* 

 

√ signifies support for the hypothesis; X denotes disconfirmation of the hypothesis; √* denotes partial 

confirmation of hypothesis; n/a (not applicable). 

 

Source: Developed for this research. 

 

Overall, the findings of this research provide evidence that several of the hypotheses 

were supported or partially supported.  This was not surprising as many of the hypotheses 

were tested with scales from the existing literature that had previously shown support.  It is 

concluded that EO and knowledge resources have the strongest influence on firm 

performance.  In addition, the strategic influence of resource leveraging was shown to 

mediate several relationships, particularly between knowledge resources and performance in 

the United States.  In the following section, these results will be discussed based on the 

findings from the regression models utilized in Chapter 5.    

The hierarchical regression equations revealed that overall, entrepreneurial orientation 

was a dominant variable for both countries.  EO was clearly the stongest variable in the 

regression equations for Australia in Model 2 (β = 0.32, t = 4.14, p = <0.01).  This is not 

surprising given the strong support shown for the EO concept in the literature (see for 
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example Covin & Slevin, 1989; Dess et al., 1997; Moreno & Casillas, 2008; Wiklund & 

Shepherd, 2005; Zahra & Covin, 1995).  Entrepreneurial orientation captures three main 

conceptual aspects for firms; innovation, proactiveness and risk-taking propensity (Covin & 

Slevin, 1989; Miller, 1983; Wiklund & Shepherd, 2005) and these elements appear to have a 

stronger effect for Australian firms.   

While Australia and the United States share many political similarities as western-

style cultures, there remain several factors that differentiate the two nations that can help 

explain this finding.  For example, due to obvious differences in economic size, many 

resources are not as plentiful in Australia, such as financial resources (creating smaller capital 

markets), human resources (via a smaller population); thus smaller networks, exist in this 

context.  While it would be expected in the US to have greater competition for the greater 

abundance of these resources, accessibility and options for this market would still be 

considered superior.  Thus, this situation forces companies with a strong desire to grow to be 

more innovative in acquiring limited resources.  Additionally, this situation can force firms to 

find new methods of applying or combining existing resources, to become more innovative in 

utilising those resources they already have in their resource portfolios. 

Entrepreneurial orientation was also highly significant in Model 2 in the US sample (β 

= 0.25, t = 3.35, p = <0.01).  While knowledge resources showed a stronger overall result, the 

EO finding indicates the concept is still very significant for US firms.  While the three 

aspects of innovation, proactiveness and risk-taking may be more central to Australian firms, 

it has been acknowledged by researchers that innovation is a key component of success for 

most firms in the 21
st
 century (Bruderl & Preisendorfer, 2000; Lumpkin & Dess, 1996; 

McGrath, 2001; Zahra & Covin, 1995) and these results confirm this prior research.     

 Knowledge resources was the most powerful variable for the US; in both Model 2 (β 

= 0.39, t = 5.17, p = <0.01) and Model 3 (β = 0.39, t = 5.48, p = <0.01).  Additionally, while 

not as significant; knowledge resources still maintained a presence in Model 2 of the 

Australian sample (β = 0.18, t = 2.44, p = <0.05).  Therefore knowledge resources are 

considered to be one of the two stronger resource variables from both models in Australia and 

the United States.  This result is consistent with the literature which argues that knowledge 

resources have the greatest ability of all resources to serve as a source of sustainable 

competitive advantage (for example McEvily & Chakravarthy, 2002; Miller & Shamsie, 

1996).     
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  Knowledge permits a firm to predict more accurately the nature and commercial 

potential of changes in the environment and the appropriateness of strategic and tactical 

actions (Cohen & Levinthal, 1990).  Thus a firm lacking such knowledge is less capable of 

discovering and exploiting new opportunities dubbed critical in the qualitative section of this 

research (Shane, 2000).  The enhancement of knowledge emphasizes the gathering of new 

knowledge, which can be achieved by encouraging employees to sustain their application, 

distribution and creation of knowledge (Hauschild et al., 2001).   

Organizational resources were significant for the Australian sample (β = 0.20, t = 

2.97, p = <0.01); and while maintaining substantially less strength in the final US model 

(Model 3), it warranted inclusion.  Organizational resources are an overall description of firm 

resources that are specific and unique and attempt to capture a wide range of firm capabilities 

that are specific to the firm (Brush & Chaganti, 1999; Chandler & Hanks, 1994; Ropo & 

Hunt, 1995).  Thus, considering the wide range of capabilities captured within this concept, 

this result not surprising.   

As markets become increasingly competitive, firm-specific benefits are considered 

valuable for their difficulty to copy by competitors (Barney, 1991).  For example, even 

though two companies may have similar resource bundles, aspects of one firm (such as 

corporate culture for example) still cannot be duplicated, thus organizational capabilities are 

often unique to particular firms and this can lead to competitive advantage (Barney, 1991; 

Edelman et al., 2005).  In more competitive environments, these types of unique differential 

benefits are appealing to firms (Greene & Brown, 1997). 

The importance of human resources to an organization is well documented in the 

literature (for example Cooper & Gimeno-Gascon, 1992; Hatch & Dyer, 2004; Robinson & 

Sexton, 1994).  However, the findings of this study have indicated that while human 

resources have some impact in the Australian sample as Model 2 shows (β = 0.16, t = 2.36, p 

= <0.05), they were a non-factor in the US analyses (Table 5.10).   

This is a somewhat surprising result, which may be partially explained against the 

strong support for knowledge resources in the model.  For example, Reuber and Fisher (1999) 

differentiate between stocks of experience and streams of experience with regard to human 

capital.  The stock represents depth and experience while the stream relates to the ongoing 

entrepreneurial processes of experimenting and learning.  This may underscore the difference 

between having current employees with existing knowledge as opposed to the knowledge 
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accumulated as the organization continues to evolve.  Similarly, as alluded to earlier in this 

discussion, resource stocks in the Australian economy are generally considered less abundant, 

therefore human capital is considered a resource that is more difficult to replace.   

Perhaps the most surprising result from the testing is the lack of support for social 

resources, which performed poorly and was not significant in models for both countries.  

Australian results from Model 2 showed β = 0.01, t = 0.25; while the US Model 2 results 

were β = 0.06, t = 0.89.  This finding is in contrast to recent research regarding social 

resources and networks (Aldrich & Zimmer, 1986; Dubini & Aldrich, 1991; Johannisson, 

2000a; Lee et al., 2007; Leenders & Gabby, 1999).   

However, in the context of the current research, this finding may be explained due to 

the combined nature of the resource variables.  That is, several intangible resources were 

included in the regression analyses to determine which resources were the most powerful in 

the model.  Most prior research has tested independent regression models with social 

resources (see Newton, 1997, for example); identifying this variable as significant in 

explaining performance.  However, when combined in a multiple regression analyses with 

other intangible resources, it was nullified in its impact.  Thus the result shows that while 

social resources may appear to be significant independent of other resources (for example 

Johannisson, 2000a; Lee, et al., 2007; Leenders & Gabby, 1999), when firms consider social 

resources with other intangible resources it is considered not as critical.   

The regression testing showed that age had some influence in the relationships.  In the 

Australian sample, age had a significant effect in both models but particularly in the final 

Model 3 (β = - 0.14, t = - 2.62, p = <0.01).  Interestingly, the negative result indicates that 

older firms have lower performance, everything else constant.  Resources of the firm become 

increasingly important as the firm gets older, or the older the firm the more positive the 

relationship with firm resources. This may be explained by an increasing reliance on specific 

customers, suppliers or markets for example, as firms age.  Additionally, in Model 3, size of 

the firm becomes more important (but with less significance) (β = 0.11, t = 2.10, p = <0.05).   

Generally, the literature in entrepreneurship has noted that small firms face unique 

challenges in crafting strategies that build on their resource sets (Edelman, et al., 2005).  

Thus, due to a distinct lack of resources, or what has been dubbed “resource poverty” 

(Welsch & White, 1981, p.18), small and young firms must rely on innovative and creative 

methods with regards to attracting and building a resource base to ensure survival and growth 
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(Sirmon & Hitt, 2003).  The results of the regression analyses with each resource and 

performance (From Table 6.1) will now be discussed in the following section with regard to 

each hypothesis. 

    

6.2.1 Human resources and performance (Hypothesis 1) 

Human capital results from the regression tables were somewhat surprising, especially 

for the US, given the high level of support in the literature (Bowen & Hisrich, 1986; Cooper 

& Gimeno-Gascon, 1992; Robinson & Sexton, 1994).  The Australian sample showed 

significance from the hierarchical regression tables in Model 2 (β = 0.16, t = 2.36, p < 0.05).  

However, US results indicated no significant findings for human resources (Table 5.11).  

Barney (1991) described human capital as an important source of sustained competitive 

advantage; however this research has found that when included with other intangible 

resources in the model, that human resources were not a significant factor towards firm 

performance particularly in the US model.   

The US findings are in contrast to much of the research on the value of human capital 

(see Davidsson & Honig, 2003; Haber & Reichel, 2007; Hornaday & Aboud, 1971; Sexton 

and Bowman, 1984; Ucbasaran et al., 2003; Vesper, 1990) and thus warrants further analysis.  

Model 2 of the Australian sample however does indicate that human resources show some 

significance, especially when compared to Model 2 of the US sample.  This finding is 

consistent with recent research in Australia where the shortage of human capital has affected 

productivity (Australian Chamber of Commerce and Industry, 2007). 

As discussed, it has been noted in the literature that human capital can be developed 

through learning (Grant, 1996).  Individual learning can enhance ongoing firm learning and 

knowledge-enhancement opportunities, as human capital is a resource that is fundamental to 

knowledge creation and it is not readily expropriated by rival firms (Hitt et al., 2001).  Thus, 

as knowledge has been found to be a significant factor in the model, it could be argued that 

this finding is consistent with research that suggests knowledge resides ultimately in the 

people of the organization (Carmelli & Tishler, 2004; Grant, 1996; Hitt et al., 2001; Tomer, 

1987).  Investments in human capital has been found to increase firm performance (Hatch & 

Dyer, 2004), suggesting the presence of the knowledge resources in fact resides in human 

capital.   

These findings are also in contrast to the venture capital literature that notes that the 

importance of human capital as critical, and that management team experience and skills are 
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the most frequent selection criteria (Zacharakis & Meyer, 2000).  The weaker results for 

human capital may be partially explained by the number of retail firms in the sample.  For 

example, often in retail firms there are functional managers who may not be involved with 

strategic decision-making (Greene & Brown, 1997), and therefore human capital qualities 

found to be critical in other studies (for example of founding teams) were not critical here.   

While overall these results indicate the importance of human capital is not considered 

critical, careful selection of human capital should still be considered (Hitt & Ireland, 2002).  

Attentive hiring may allow firms to experience higher levels of performance (Greer & 

Ireland, 1992), and this can create new knowledge stocks from which firms can gain 

competitive advantage.  Therefore investments in employee participatory programs and the 

creation of incentives for learning behaviour may lead to knowledge-based resources for an 

organization (Hayton, 2003).  

 

6.2.2 Organizational resources and performance (Hypothesis 2) 

Organizational resources have been characterized by aspects that are unique to certain 

firms, such as coordinating systems, company culture, systems and policies (Brush & 

Chaganti, 1999; Chandler & Hanks, 1994; Ropo & Hunt, 1995).  While previous research has 

found support for organizational resources (Greene & Brown, 1997; Gundry & Welsch, 

2001), this research showed mixed results between the two samples.  Organizational 

resources showed a strong significant relationship in Model 2 (β = 0.20, t = 2.97, p < 0.01), 

and 3 in the Australian sample (β = 0.21, t = 3.16, p < 0.01).  However, this variable was not 

significant in Model 2 (β = 0.06, t = 0.98) or Model 3 of the US sample (β = 0.08, t = 1.29). 

Firstly, organizational resources in this research encompassed several wide-ranging 

aspects of a firm; such as technology, employees, alliances, product/service and customer 

focus.  These broad categories cover several areas of firm performance and thus are inclusive 

of several aspects of other resource stocks (e.g. human and social resources).  Thus, a broad 

spectrum of resource needs is included in the concept and its extensive appeal across 

categories could help explain this result.  Organizational resources include aspects such as 

technology, which has been noted to be increasingly important (Zahra, Matherne & Carleton, 

2003). 

Greene and Brown (1997) while finding support for organizational resources in firms, 

also noted that the interplay of human resources and organizational resources would be key in 

understanding firm performance, and that the two are closely related.  Further analysis of the 
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hierarchical regressions tables indicate that the human resource variable for the Australian 

sample (Model 2) also showed strong support (β = 0.16, t = 2.36, p < 0.05), and while not as 

strong, was similar in comparison to the organizational results (β = 0.20, t = 2.97, p < 0.01).  

Similarly, inspection of the US sample shows a related weak comparison between human 

resources (β = -0.01, t = -0.10) and organizational resources (β = 0.06, t = 0.98). 

In essence, this research supports findings from Edelman et al. (2005) who suggest 

that human and organizational resources are closely tied.  In other words, given the same 

stocks of capital (human and organizational), discretionary firm choices about resource 

management may influence performance outcomes.  This appears to follow a contingent 

approach to resources in that the existence of one resource affects the other.  As Barney 

(2001) noted in attempting to explain resource-based models of strategic advantage “the 

strategic alternatives a firm might pursue, given the resources it controls” (p. 53).   

The comparison in these findings represent conclusions not hitherto set about to 

discover at the outset of the research: that is, human and organizational resources are closely 

tied and makes intuitive sense given the intangible nature of the two.  For example, the 

literature review introduced examples such as US-based Southwest Airlines and the 

organizational effectiveness and competitive advantages that exist even though competitors 

have attempted to copy more tangible aspects of their business model.  However, they remain 

in a highly competitive position due to their overall superior organizational performance.  

The human resource element could explain the organizational advantages of these types of 

firms and warrants further research.       

In an entrepreneurial environment like those of small firms, researchers have 

described organizational resources to include many factors.  For example employee‟s 

expertise, systems and policies (Ropo & Hunt, 1995), customer service capability (Gundry & 

Welsch, 2001), strategic alliances and linkages management systems (Bracker & Pearson, 

1986; Brush & Chaganti, 1999), planning and control systems (Bracker & Pearson, 1986, 

Cragg & King, 1988) and the culture and employee skills of the firm (Dollinger, 1995).  

Thus, it appears that the challenge of organizational resources is to combine information and 

people within the organization, and sequence these over time so these resources become 

institutional (de Gregori, 1989).   

Rivkin (2000) suggests that a number of these organizational elements must combine 

and the degree of interaction among them create the complex systems that are difficult for 
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rivals to copy.  Greene and Brown (1997) suggest that organizational resources are key to 

small retail firm success and this is supported in this study.   As a number of respondents in 

both Australian and US samples included retail firms, these organizational resources can be 

combined and utilized more quickly to create competitive advantage.    

 

6.2.3 Social resources and performance (Hypothesis 3) 

This study revealed weak main effects for social resource variables in Australia (β = 

0.02, t = 0.28) and the US (β = 0.06, t = 0.89).  It appears networks do not provide a great 

deal of competitive advantage when included in the hierarchical model.  This finding is in 

contrast to several other studies in the area (for example Aldrich & Zimmer, 1986; 

Johannisson, 2000; Leenders & Gabby, 1999; Napaphiet and Ghoshal; 1998).   

Although unsupported results are generally regarded to have little value in research, is 

has been suggested that the use of these results can add to the RBV literature (Crook et al., 

2008).  For example, mixed results have been found as to the value of RBV research due 

partly because of the differences in how to handle or interpret non-significant results 

(Armstrong & Shiminzu, 2007; Newbert, 2007).   

Social resources have been observed to have drawbacks that may help explain this 

result.  An organization with high social resources can be resistant toward outside resources if 

it has strong internal ties and these can inhibit the adoption of new relationships with others 

(Nahapiet & Ghoshal, 1998).  This suggests that the opportunity to gather new information 

and knowledge might be less in an organization with plentiful social resources. 

These results are however consistent with previous research that found selective 

linkages benefit an organization more than others.  For example, Lee et al. (2001) found that 

some network partners that do not have a significant stake in the company contribute very 

little to firm performance.  Further, some research has shown that too much focus on 

developing networks will not succeed in the long term (Chung et al., 2000).   These findings 

are similar to the notion that some resources may actually have negative consequences for a 

firm (Stevenson & Gumpert, 1985).   

Additionally, the qualitative research from this study mentioned the need for quality 

social resources, as opposed to quantity.  That is, if a firm chooses to focus on a number of 

networking activities, it may perhaps detract from the overall value of this resource, implying 

that social resources have value only if targeted correctly.  This study did not use fine-grained 

measures of networks, which attempt to capture the quality and intensity of collaboration 
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(Gulati et al., 2000).  As suggested from the qualitative results, early-stage companies have a 

greater need to create value from their social networks, and high quality ties with partners 

with complementary resources can be critical to success.  The focus on institutional ties may 

be more critical for these early stage companies than for those in the quantitative sample and 

cause the weak support of social resources. 

Most other studies have not attempted to integrate several intangible resources within 

the RBV framework.  For example, prior research has attempted to show the importance of 

external networks (Hansen, 1995; Leenders & Gabby, 1999; Uzzi, 1996) or the stock of 

internal resources (Chandler & Hanks, 1994a; Grant, 1991; Shrader & Simon, 1997).  These 

results however have largely not combined social resources with several other intangible 

elements.  Therefore while research suggests that social resources are considered important – 

as also noted from the qualitative results section of this research – when compared to other 

resources in the model social resources were not as critical to firm performance.  

Once again, it appears with regard to resources, it can become a theoretical discussion 

about which leads to what.  For example, this research revealed that knowledge resources are 

significant for firm performance and that social resources were not considered significant.  

This can be explained as specific knowledge is used by owners to attract other resources and 

help establish the network ties necessary to further accumulate or refine resource bundles 

(Gilbert, McDougall & Audretsch, 2006).   However, it could be argued that networks are an 

important resource for entrepreneurs to build their resource stocks of knowledge (Hansen, 

1995; Uzzi, 1996).   

It is also possible to consider this finding a result of combinations of firm assets.  That 

is, if a bundle of resources are co-specialized with other firm resources, it is likely to produce 

more wealth for the firm (Conner, 1991; Mosakowski, 1993).  Deeper discovery may be 

necessary to fully explore the patterns of relationships with social resources and performance 

with regard to other intangible resources.   

 

6.2.4 Knowledge resources and performance (Hypothesis 4) 

The support for knowledge resources as competitive advantage was supported in the 

hypothesis testing.  The relationship between performance and knowledge was strongest 

within the US sample (and also in the Australian sample).  This result is consistent with the 

literature which argues that knowledge resources have perhaps the greatest ability of all 
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resources to serve as a source of sustainable competitive advantage (McEvily & 

Chakravarthy, 2002; Miller & Shamsie, 1996).     

  Results from the hierarchical regression tables indicate knowledge resources have the 

highest significance of any resource in Model 2 for the US (β = 0.39, t = 5.17, p < 0.01) and 

still significant in Model 2 for the Australian sample (β = 0.18, t = 2.44, p < 0.05).  Final 

model results show similar findings for both countries.  US results were most significant of 

all resource variables in the model (β = 0.39, t = 5.48, p < 0.01) and knowledge resources 

remained stable and partially significant in the final Australian model (β = 0.18, t = 2.44, p < 

0.05).  According to Cohen & Levinthal (1990), knowledge permits a firm to predict more 

accurately the nature and commercial potential of changes in the environment, and the 

appropriateness of strategic and tactical actions.  Thus a firm is more capable of discovering 

and exploiting new opportunities dubbed critical in the qualitative section of this research.    

The enhancement of knowledge emphasizes the gathering of new knowledge, which 

can be achieved by encouraging employees to sustain their application, distribution and 

creation of knowledge (Hauschild et al., 2001).  Firms should be continually encouraging 

members of the company to update existing knowledge to develop new competencies that 

will be beneficial (Lee & Sukuco, 2007).  Acquiring new knowledge is best accomplished if 

internal processes are established for individuals to interact and collaborate with each other 

and facilitate the transmission and dissemination of knowledge that can enhance firm 

performance (Gold et al., 2001; Leonard & Sensiper, 1998).   

Managing knowledge resources within an organization requires several elements.  

These have been described as acquisition-oriented processes, conversion-oriented processes 

and application-oriented processes (Gold et al., 2001).   The notion of how knowledge is 

acquired and how it is assembled and restructured can provide a competitive advantage for a 

company (Lee, Lee & Kang, 2005).  Knowledge through learning has been described as the 

only sustainable competitive advantage (Senge, 1990) and as mentioned has often been 

comprised in the human capital of a firm (Grant, 1996; Hitt et al., 2001). 

Knowledge resources are known to be critical for firms for two main reasons.  First, 

knowledge resources lay an early foundation for competitive advantage, as the 

entrepreneur/founding team possess only their initial ideas about the opportunity.  Through a 

variety of activities, including searches of networks (Dubini & Aldrich, 1991) and the 

entrepreneurs‟ own observations and information (Carter, Hills & Gartner, 2003), the idea 
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can be further investigated and refined.  Synthesizing this information aids in revealing the 

overall potential of the opportunity and provides the basis for a strategic foundation from 

which to build the venture (West & Noel, 2009).  The synthesizing of information is 

ultimately distinctive for each venture, and exhibits the characteristics of resource-based 

theory as being valuable, rare, inimitable and non-substitutable (Barney, 1991).     

Secondly, knowledge resources can lead to the development of other important 

resources (Gilbert et al., 2006).  The sharing of information and understanding about 

opportunities enables entrepreneurs to attract other human capital or financial investment.  

This in turn can lead to new opportunities that may not have been originally that of the 

founders (Hills, Hansen & Hultman, 2005).  For example, Brush et al. (2001) found that 

complex, intangible knowledge resources possessed by the founders were key to acquiring 

other resources.   

Recent results showing support for knowledge resources are supported by West and 

Noel (2009).   Their study found that knowledge resources generated by individuals can be 

used to enhance firm performance.  Additionally, Carter, Hills and Gartner (2003) suggested 

that the individuals own knowledge and perspective lead to the discovery of new 

opportunities, rather than the existence of concrete opportunities waiting to be discovered.  

This evidence suggests that knowledge provides a foundation for opportunity, and resource 

bundles are to be accumulated and developed by the firm to exploit them.     

Based on the findings from this research, knowledge resources are the key resource 

requirement for SMEs in the US.  While other resources in the model are acknowledged to 

have some impact on firm performance (for example EO), knowledge resources accounted 

for the strongest significance within the final model.  Knowledge resources can include the 

understanding of how to start up new organizations, how to manage people and processes, 

how to attain growth, new products and competitive position (Brush et al., 2001; Wiklund & 

Shepherd, 2003).  They are critical in new ventures because they are the first type of resource 

that any successful new venture of small business accumulates.   

Both Schumpeter (1934) and Penrose (1959) describe entrepreneurship in part as 

creating alliances and selling products and services, therefore the founders must have logic in 

mind for taking such steps.  It is the knowledge of the founders or team that have the 

understanding of the opportunity and its potential for value in the marketplace (Hills, Hansen 

& Hultman, 2005).  Similarly, knowledge can provide information to seek and develop 
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additional resources that will facilitate market actions and an understanding of the additional 

resources necessary for growth.  In contrast, an approach that takes actions first without 

sufficient knowledge of an opportunity can result in squandering of resources, evident in the 

dot.com start-ups of the late 1990s and early 2000s.      

However, while knowledge resources were still significant in the Australian models, 

its effect was less significant, as shown in Model 2 (β = 0.18, t = 2.44, p < 0.05).  This 

challenges past research and indeed the findings from the US sample in this study.  One 

possible explanation for this result is that as technology advances and competition increases 

the nature of competition and industry success factors that categorized the past may no longer 

be relevant (Porter, 1990).  This is consistent with Tanriverdi and Ventakaraman‟s (2005) 

assertion that existing knowledge may constrain a firm‟s ability to operate new businesses.   

Furthermore, past research has also suggested that persistence with a certain focus (or 

strategy) can be detrimental (Audia, Locke & Smith, 2000).  Tzabbar et al. (2008) propose 

that the underlying theories suggesting that more knowledge is always better may not be 

correct.  They argue that boundaries exist for knowledge resources and that the effectiveness 

of the knowledge is limited to the degree of complementarities with other types of learning.   

In conclusion, the strength of knowledge resources is significant in the US sample and 

supported by recent literature and also shows some influence in the Australian sample.  This 

finding is reinforced by Collis and Montgomery (1998) that knowledge resources are “the 

substance of strategy, the very essence of sustainable competitive advantage” (p. 27).   

 

6.2.5 Entrepreneurial orientation and performance (Hypothesis 5) 

EO was found to have a positive effect on firm performance in both the Australian 

and US samples, and similar to other empirical investigations was found to influence 

performance (Covin & Slevin, 1989; Dess, Lumpkin & Covin, 1997; Moreno & Casillas, 

2008; Wiklund, 1999; Wiklund & Shepherd, 2005; Zahra & Covin, 1995).  As discussed, a 

firms‟ degree of entrepreneurship (EO) has been based on Millers (1983) early work and is 

seen as the extent to which they innovate, take risks and act proactively.  It is the emphasis of 

this process rather than individuals behind it which has placed the variable as a firm-level 

resource in this research. 

One thrust of EO on performance is related to first-mover advantages and the 

tendency to take advantage of emerging opportunities implied by Zahra and Covin (1995), 
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monitoring market changes and responding quickly.  Further, research has found that the 

relationship between EO and performance may be particularly strong among smaller firms 

such as those studied here (Wiklund, 1999).      

 Also, there is a general positive effect of EO across different environments, as EO 

was found to be significant in both Australian and US models.  In other words, based on this 

study‟s findings and previous research, it appears EO is developing as a major construct 

within the strategic management and entrepreneurship literatures (Morris & Kuratko, 2002).  

EO itself has been described as a growth orientation (Lumpkin & Dess, 1996), but while 

growth is not a trade off for economic performance (Lumpkin & Dess, 1996; Zahra, 1991), it 

can be an indicator of a firm‟s ability to generally exhibit better cash flow and higher 

profitability (Wiklund, 1999).    

 One explanation why EO has a stronger affect in Australia it that it may be used as a 

mechanism to overcome resource constraints imposed by a more limited access to other 

resources.  It is under these conditions that managers can more greatly benefit from being 

innovative and proactive and from pursuing risky new initiatives, thus differentiating their 

firm from competitors.    

Although the influence of EO is consistent with the hypothesis, it is surpassed in the 

US sample by knowledge resources, which has the most significant influence on 

performance.  As discussed, knowledge resources provide an early underpinning for 

competitive advantage, and through a variety of activities can aid in the development of a 

strategic foundation to build the venture (West & Noel, 2009) and lead to the development of 

other important resources (Gilbert et al., 2006).  Thus, a reasonable interpretation of this 

result would be that an adequate supply of knowledge resources could lead to a stronger and 

more sustainable EO position.  As discussed previously, firms having sufficient access to 

knowledge resources could enhance other resource stocks (West & Noel, 2009).  

 Additionally, the weaker performance of EO in the US sample is evidenced by 

research suggesting that as EO is made up of several dimensions, these can effect firms in 

different ways (for example Lumpkin & Dess, 1996).  That is, a gestalt approach to 

examining EO across all three indicators (innovation, proactiveness and risk-taking) may 

have weaknesses as positive results may be performance improvements on one or two of the 

components and not all three as presented in this research.  Other recent research has also 

debated this issue whether EO can vary independently (see Hughes & Morgan, 2007; Moreno 

& Casillas, 2008) and warrants further attention. 
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The results of the moderation and mediation testing will be discussed in the next 

section followed by a final discussion on the findings.   

 

6.3 Discussion about the relationship between resource leveraging, resources and 

firm performance (Hypotheses 6-10) 

A positive relationship between resources and firm performance was hypothesised 

and tested in Chapter 5.  However, the extant literature suggests that there is also a strategic 

influence between resources and performance (Gimeno-Gascon et al., 1997; Rumelt, 1984), 

however, prior to this research, the concept of resource leveraging had not been adequately 

operationalized or applied within the SME context (Newbert, 2007).  Hence a gap was 

revealed in the literature.  A series of multiple regression analyses were conducted for 

variables in the final models in Australia and the US.  This research investigated the 

relationship between resources, resource leveraging and firm performance following Baron 

and Kenny‟s‟ (1986) moderation and mediation testing sequence.   

The hypothesis testing results presented in the previous section (Table 6.2) indicate 

that while certain resources can influence firm performance, the addition of the resource 

leveraging variable does mediate and enhance the relationship between resources and firm 

performance.  As discussed, while moderators address „when‟ or „for whom‟ a predictor is 

more strongly related to an outcome, mediators establish „how‟ or „why‟ one variable predicts 

or causes an outcome variable (Holmbeck, 1997).  In other words, a mediator is the 

mechanism through which a predictor influences an outcome variable (Baron & Kenny, 

1986; Holmbeck, 1997; James & Brett, 1984). 

Overall, the testing results for both countries showed that the resource leveraging 

variable did not have a moderating effect on firm performance.  Rather, resource leveraging 

generally has a partial mediating influence on the theorized relationships.  Therefore, the 

moderating effect, or „when‟ the resource leveraging strategy influences the resource-

performance relationship is not significant. 

However, with mediation, the outcome (firm performance) is not only affected by the 

mediating effect of resource leveraging, but the independent variable (resources) are also 

affected by the presence of the mediator.  This result could present what has been described 

as a co-alignment relationship between a firm‟s resources and performance (Ventkataraman 

& Carmillus, 1984).  That is, it is neither resources nor strategies alone that fully determine 

performance, rather, it is a combination of the two.    
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The relationship between human resources, resource leveraging and performance was 

found to have partial mediation in Australia.  Following theoretical perspectives on 

mediation, this result can be interpreted that performance is not only affected by resource 

leveraging but also human resources themselves.  Therefore, the specific strategy 

implemented by a firm is contingent on its human resource base.  That is, the existence of 

resource leveraging does not occur at a given point in time (as with moderation), rather, 

resource leveraging is occurring simultaneously in the development of the firm‟s strategy and 

its resource base.  Thus, performance and human resources are affected by the resource 

leveraging variable.   

As the results showed partial mediation for human resources in Australia, it has 

several implications.  Firstly, intuitively, human resources are perhaps the most flexible of 

resources, in that people can be trained, educated and provided with tools to increase 

knowledge, skill level and overall efficiency (Cooper et al., 1994).  Secondly, human 

resources can require considerable amounts of „leveraging‟ to fully exploit its potential, as the 

human element is often considered very challenging and often requires substantial 

development (see Boxall & Steeneveld, 1999; Farjourn, 1994; Greene & Brown, 1997; Hitt & 

Reed, 2000). 

Further evidence of the important role of strategy and human resources is evidenced 

by Hitt and Reed (2000), who argue that the source of strategy in small firms is most likely to 

arise from human capital resources, capabilities and competencies.  Critical resources are 

likely to be held by the entrepreneur or their organization (Miller & Friesen, 1984; Pennings 

et al., 1998) and investment in human resource investment can increase economic 

performance in small firms (Gimeno-Gascon, 1997).  Thus, resource leveraging was found to 

play a role between the human resources-performance relationship, and human resources 

themselves are, in part, dependent on the strategic influence of resource leveraging.     

The relationship between organizational resources, resource leveraging and 

performance was found to have no moderating or mediating effects in Australia.  This result 

is interesting from the perspective of mediation, as other variables in the model exhibited 

some influence from resource leveraging in mediation testing.  In addition, the second-step 

equation in the mediation testing sequence showed organizational resources to have no effect 

on the resource leveraging variable.  Thus organizational resources are less inclined to be co-

aligned with resource leveraging than other variables in the model.     
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A review of the literature referred to organizational resources as the processes, 

structure and systems in place which permit the flow of information, including expertise, 

policies, management and control systems and organizational culture (Bracker & Pearson, 

1986; Dollinger, 1995; Greene & Brown, 1997; Ropo & Hunt, 1995).  Thus, a firm‟s 

organizational resources often do not depend on a single element, rather, a combination of 

several elements, which lead to difficulty of imitation for competitors (Carmeli & Tishler, 

2004).  For this study, these elements included dimensions such as systems and routines such 

as customer service, technology, products and services, employees and alliances (Brush & 

Chaganti, 1999; Edelman et al., 2005).   

The combination of many varied elements in this construct, even if these elements 

themselves are easily copied, can develop unique combinations that are difficult for 

competitors to duplicate (Rivkin, 2000).  Therefore, due to the multiple dimensions and 

complexity of the construct, it can be argued that organizational resources require less 

influence by resource leveraging, as the integration of these various resource combinations 

already lay a foundation of unique capabilities, and these combinations can aid in the ability 

of firms to generate increased competitive advantage.    

Knowledge-based resources were found to be most influenced by resource leveraging 

in the resource-performance relationship, particularly in Australia.  This suggests that 

performance is not only affected by the presence of resource leveraging but also that a firm‟s 

resource leveraging ability is determined by its knowledge resources.  Thus, the affect of 

resource leveraging does not occur at a certain point, but resource leveraging is occurring in 

tandem with the development of the firm‟s knowledge resources, and performance and 

resource leveraging ability are influenced by a firm‟s knowledge-based resources.   

Managing knowledge resources within an organization requires several elements.  

Gold et al. (2001) described these as acquisition, conversion and application-oriented 

processes, while Lee et al. (2005) focus on how knowledge is acquired, assembled and 

restructured to provide competitive advantage.  Elements within the resource leveraging 

construct such as environmental scanning can help facilitate knowledge resources which in 

turn can more accurately predict business potential (Cohen & Levinthal, 1990).  Thus a firm 

is more capable of discovering and exploiting new opportunities and lead to the development 

of other important resources (Gilbert et al., 2006).   
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The mediating effects of resource leveraging indicate that not only is a firm‟s 

knowledge base influenced by resource leveraging, but its resource leveraging ability is a 

result of its knowledge-based resources.  This is consistent with research by Ireland et al. 

(2003) who suggest that knowledge resources are a key component of leveraging capabilities.  

That is, knowledge resources can contribute to resource leveraging and resource leveraging 

can play a part in the development of knowledge resources. 

In addition, the results of the second-step regression analysis (Table 5.13) illustrates 

the key role that knowledge resources play in influencing resource leveraging.  Results 

indicate that knowledge resources are more critical than any other resource in influencing 

resource leveraging in Australia (β = 0.47, t = 7.13, p < 0.01) and also in the US (β = 0.50, t = 

9.63, p < 0.01).  The similarity between these results from both countries provides evidence 

that the resource leverage variable is highly dependent on knowledge-based resources, and 

that these two variables are closely aligned.  The fact that knowledge resources were the only 

variable that showed complete mediation highlights this relationship.    

EO was found to have no moderating affect in either country but exhibited partial 

mediation in both Australia and the US.  Therefore, while increased firm performance is 

shown with resource leveraging, a firm‟s leveraging ability is also enhanced by its level of 

entrepreneurial orientation.  Thus as with other resource variables in the study, the affect of 

resource leveraging does not occur at a given point in time, but resource leveraging is 

occurring simultaneously with the development of the firm‟s EO.    

This result is consistent with previous literature and has been found to be positively 

associated with planning flexibility as well as with strategic adaptiveness (Kemelgor, 2002; 

Wang & Lo, 2003).  It can be seen that dimensions of the resource leverage construct that 

include flexibility and creativity would contribute to the development of the EO construct 

(innovation, proactiveness and risk-taking) in a firm.   Jantunen et al. (2005) noted that high 

levels of EO has been shown to support a firms‟ ability to recognize and create opportunities.  

Similar resource leverage dimensions such as environmental awareness and opportunity 

seeking behavior would also add to higher levels of EO development.   

In order to take advantage of business opportunities, firms often have to reconfigure 

their asset base via new processes, business models and other methods necessary to achieve 

new and valuable resource combinations (Teece et al., 1997).  Findings from both the 
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Australian and US samples suggest that a firm‟s EO-performance relationship is mediated by 

the resource leveraging construct and thus an important element in a firm‟s strategic choices.    

 

6.3.1 Final discussion about the relationship between resources, strategy and firm 

performance  

Whereas early work on the resource-based view examined the main effect of resource 

stocks, recent research suggests that the coordination and configuration of these stocks also 

matter (Henderson & Cockburn, 1994; Sirmon et al., 2007; Teece et al., 1997).  A firms‟ 

decisions hinge on ways to use existing resources and means to acquire or internally develop 

additional unique resources (Andrews, 1987; Wernerfelt, 1984).  The configuration of 

internal resources as a means to achieve particular goals rests with a firm bundling resources 

effectively to achieve competitive advantage (Sirmon et al., 2007).  Thus, owning or having 

access to valuable and rare resources is insufficient.  This research has attempted to highlight 

the linkage between resources and performance through a new strategic construct called 

resource leveraging.   

Early strategy literature had identified that an entrepreneurial strategy may be vital for 

organizational success (Murray, 1984; Porter, 1980).  Recent research in the strategic 

entrepreneurship literature suggests that effective entrepreneurial firms will generally 

manoeuvre deliberately and purposefully toward strategic goals (Ireland et al., 2003).  

Research suggests that strategic intent – i.e. a firms‟ preferred, long-term position as 

articulated by top management (Hamel & Prahalad, 1994) – enables firms to weed out 

unnecessary resources and gives firms “something to aim for” (Lovas & Ghosahl, 2000, p. 

885). 

The findings of this research support the perspective that internal resources are 

affected (mediated) by the existence of strategy (resource leveraging), and this can lead to 

increased firm performance.  Thus, this research contributes to the development of the 

strategic entrepreneurship literature suggesting that resource bundles when channeled through 

strategic selection determine performance (Venkatraman & Camillus, 1984).  This builds on 

the early RBV literature examining resource links with resource configurations in SMEs 

(Rangone, 1999).  Thus, these findings support Rumelt‟s (1984) argument that strategy 

concerns “the constant search for ways in which the firm‟s unique resources can be 

redeployed in changing circumstances” (p. 569).   
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SMEs and smaller organizations face distinctive challenges in developing strategies 

that take advantage of their existing resources.  Many small firms continue to have high 

failure rates and face few barriers to imitation (Porter, 1980).  SMEs can operate in 

competitive space where their resource base alone is insufficient for them to maintain 

competitive advantage (Gimeno-Gascon, 1997).  Thus successful firms in these environments 

have been described as superior not because of a greater resource base, but because of a 

superior strategy involving those resources (Brush & Changanti, 1999).  Or, said differently, 

a firms‟ resource base usually works in concert with strategy to determine performance 

(Barney & Zajac, 1994).  This has been described as a contingency perspective, which 

suggests that firm strategy is in alignment with the internal resources and capabilities of the 

firm (Venkatraman & Camillus, 1984).  The findings of this study suggests support for 

previous research in this area, that the stronger the fit between a firms‟ strategy and its 

resources the stronger the performance (Covin & Slevin, 1989; McDougall et al., 1994).      

These findings contribute to a better understanding of the role of the resource base 

and the importance of strategy.  As many SMEs often operate in mature, service and retail 

industries, what is considered the „economic core‟ of societies (Kirchoff, 1994), they face 

severe constraints in terms of economic and technical resources that limit their performance 

(Brouthers, Andriessen & Nicolaes, 1998).  These smaller, traditional SMEs face many 

unique challenges in crafting strategies that can increase their resource base and utilize 

current resources.  Therefore, it is important to be aware of their resource base in order to 

align strategies they implement in the pursuit of growth.      

Thus, this research suggests that the strategy a firm chooses to implement cannot be 

calculated independently of the resources upon which it is based.  Furthermore, the 

quantitative findings and interpretation discussed in this section influence the definition of 

resource leveraging proposed in the qualitative section of this research (Chapter 3); and is 

thus further refined.  The lack of moderating effects and the consistent influence of resource 

leveraging as a mediator in the statistical testing section, generates new information as to the 

contingent relationship between resources, resource leveraging and performance in 

developing the definition.  Thus, the following definition is posited: 

 

“Resource leveraging is a strategic orientation in the management of resources and is 

contingent on the resource base of the firm.  It includes creativity and flexibility, 

environmental awareness, recognizing opportunities, and utilizing internal and external 

resource stocks to aid long-range decision-making in the pursuit of firm growth.”  
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The conceptual framework derived in the initial stages of this study identified 

underlying elements and potential outcomes for strategic entrepreneurship.  The subsequent 

examination of this framework in a practical context revealed support through survey 

research in Australia and the United States.  Support for the notion of entrepreneurial 

orientation was found in both samples and the existence of a mediating affect of resource 

leveraging indicates that a foundation for strategic entrepreneurship may lie with innovation, 

proactiveness and risk taking in combination with the strategic utilization of resources.   

Finally, whereas most research is extensive in the role of strategy in predicting firm 

performance (McDougall et al., 1994), this study also suggests that this link may be less 

extensive than at first envisaged, as evidenced by the strong support of EO and knowledge-

based resources in the hierarchical regression analyses.  This has been supported in earlier 

research by Chandler and Hanks (1994) and Brush and Chaganti (1998), who observed 

stronger performance relationships for resource combinations than for strategies alone.  Thus, 

the combination of resources and strategy working in concert, offer small firms the greatest 

chance of increased competitive advantage.     

 

6.4 Theoretical implications  

Through the analysis of theory, qualitative investigation and empirical testing, this 

research strongly supports the notion that growth-oriented firms possess a predisposition for 

entrepreneurial orientation and the successful management of knowledge resources.  The 

development of a model including several intangible resources highlights the importance of 

knowledge and EO as critical resources to firm performance.  This study also reveals insight 

between resource variables and that they may be hierarchical.  Knowledge resources and EO 

may be closer in the paths leading from firm resources to firm performance, further 

examination through path analysis would help in exploring this notion.   

For the EO literature, a diverse set of objectives have been researched that predict EO 

(Zahra, 1991), identify EO‟s effect on performance (Lee et al., 2001) and identifies variables 

that mediate the EO – firm performance relationship (Lumpkin & Dess, 2001).  The current 

research attempts in part to examine the internal processes of firms through the resource 

leveraging construct on the EO-performance relationship, thus answering calls for further 

investigation in this area from Wiklund and Shepherd (2003).   

In this research the concept of EO (an intangible resource) has been identified as an 

important dimension of the RBV, as its impact on the growth of small firms has been shown 
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to be significant in Australia and the US.  This research attempts to add strategic 

considerations to the list of organizational (Covin & Slevin, 1988; Wiklund & Shepherd, 

2003) and environmental factors (e.g. Lumpkin & Dess, 2001; Zahra & Covin, 1995) 

previously addressed as moderators of the EO-performance relationship.  Thus future theory 

development should focus on indentifying factors that likely moderate or mediate the EO-

performance relationship (Lumpkin & Dess, 1996). 

  The relationships between firms‟ resources and performance should consider 

knowledge-based resources and this should influence the way a firm is organized to exploit 

these resources and suggests a close link between EO and knowledge resources (Wiklund & 

Shepherd, 2003).  Similar to many emerging concepts, the constructs and theory surrounding 

knowledge in terms of its content, use and role within an organization is often complex 

(Skilton, 2009).  While this research has approached the analysis from the perspective of an 

organization, it can be studied from its content or from individuals.   

Crook et al (2008) in a meta-analysis of RBV research suggested that strategic 

resource-performance effects have been stronger in newer studies, implying that researchers 

are making strides towards a stronger understanding of this relationship.  Together, these 

results suggest that theories of entrepreneurial orientation, knowledge resources, and to a 

lesser extent, organizational resources, provide a rich resource for developing other 

empirically based studies in the context of SMEs or larger firms.    

An implication of this research is for the resource leveraging concept, which can 

influence the strategy and entrepreneurship literature.  The focus and operationalization of the 

resource leveraging construct underscores the importance of strategy in the entrepreneurial 

process.  Under-operationalization of variables associated with complex phenomena is a 

danger within the context of research (Lee & Choi, 2003) and the approach taken in this 

research was to define key dimensions or themes that either reflect or combine to form larger 

constructs.  A direct implication for future research is that this perspective offers extremely 

useful insights not only in terms of theory, but also in terms of operationalizing and 

empirically testing relationships.   

Empirical findings in the area of resource leveraging are relatively new and 

theoretical work on this approach is still in its early stages (Newbert, 2007).  Therefore there 

is an important contribution towards theory in this area.  It has been noted in the academic 

community that the possession of valuable, rare, inimitable and non-substitutable resources 

are a necessary but insufficient condition for explaining a firm‟s competitive position 
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(Barney, 1997; Eisenhardt & Martin, 2000).  These scholars have noted that resources can 

most efficiently contribute to performance when an influence is combined with the resource.  

Thus, the resource leveraging concept was operationalized in an attempt to offer further 

explanation towards the exploitation process of resources within a firm.   

Therefore this research is consistent with Ireland et al.‟s (2003) strategic 

entrepreneurship observation, suggesting that entrepreneurial firms will generally maneuver 

deliberately and purposefully toward their strategic goals.  The introduction of the resource 

leveraging construct into the resource-performance relationship suggests that SMEs do 

consider strategy in attempting to increase firm performance.  The recent call for further 

research that focuses on the examination of additional strategic attributes as potential 

moderators/mediators of the EO-performance relationship is answered in this research 

(Covin, Greene & Levin, 2006).  

The hypotheses regarding resource leveraging and firm performance were supported 

through mediation, this suggests that firms can benefit through strong resource leveraging 

capabilities, and this can affect the resource base itself and enhance performance.  Resource 

leveraging appears to be a factor that gives entrepreneurial firms impetus to reach higher 

levels of performance, and adds momentum towards increased firm growth.  This result 

answers a major critique of the RBV, that possible intervening steps between strategic 

resources and performance remain largely unexplored (Ketchen et al., 2007; Sirmon et al., 

2007).  As noted previously, as the RBV is still evolving, and few studies investigate the 

processes through which strategic resources yield performance gains (Barney & Mackey, 

2005; Foss, Klein, Kor & Mahoney, 2008).    

As much research about resource-based theory has focused on large, established 

firms, where the challenges of resource acquisition and development are significantly 

different from what might occur in small firms.  West and DeCastro (2001) discuss the 

enigma that many small and new ventures face in somehow moving from a point of zero 

resources to developing a bundle of competitive resources.  Very few new and small ventures 

have fully developed resource stocks (whether human, organizational, financial, 

technological, etc).  Therefore this research attempts to add to the current RBV literature 

through a qualitative and empirically-based study into the most critical resource needs of 

small firms.  Knowledge and EO are the key findings and can aid in the further development 

of research.    
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This research highlights the importance of EO and the RBV and how they can 

influence and impact the growth of small firms.  Policy-makers may need to afford a means 

of identifying the resources affecting the growth of small firms.  Strategic entrepreneurship 

attempts to integrate theory and research from multiple disciplines but especially from 

entrepreneurship and strategic management (Ireland et al., 2003).  Therefore, important 

theoretical contributions are made to the further development and research of this growing 

area of research.  

  This research complements existing studies, and the results suggest that it is not only 

the firm‟s entrepreneurial behavior in accumulating resources, but also its resource leveraging 

capacity that have an effect on performance in SMEs.  These findings thus provide empirical 

support for the resource-based view of the firm, which emphasizes the ability to structure 

internal resources to gain competitive advantage (Barney, 1991).    

Theoretical implications for the RBV literature show continued support for this area 

of research, with far-reaching implications and applicability within both the strategy and 

entrepreneurship literature.  The resource-based view of the firm has emerged over the last 

fifteen years as one of the more dominant perspectives used in strategic management, 

attempting to address the questions of why some firms perform better than others (Alvarez & 

Barney, 2001).  This research has shown that the RBV indeed has potential to explain 

performance in smaller organizations, focusing more on the internal resources and strategies 

implemented as opposed to alternatives proposed by Porter (1985) for example that suggests 

that positioning in markets is critical.   

This study also makes a methodological contribution to incorporate many intangible 

resources into one model.  While previous research has focused on a single or pair of 

resource variables, this research design included several resource elements as a form of 

interaction.  In addition, the triangulation of data through the use of qualitative and 

quantitative data allows for cross-checking of findings noted as critical for the developmental 

path of new theoretical areas (Busenitz et al., 2003).    

Finally, through the use of the mediation approach, as was with early moderator 

research, testing mediators is important from a theoretical standpoint.  It is a sign of a 

discipline that is gaining in maturity when, after direct relations have been demonstrated, 

researchers turn to explanation and theory testing regarding those relations (Aguinis, Boik & 

Pierce, 2001; Hoyle & Kenny, 1999) and is integral to the study of social sciences (Cohen et 

al., 2003).   
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6.4.1 Cultural considerations 

As this research included data from Australia and the US, a factor that may influence 

the results is national culture.  Culture has been defined as a set of shared beliefs, values and 

expected behaviours (e.g. Hofstede, 1980a).  These values in turn can shape the degree to 

which a society considers entrepreneurial behaviour (Hayton et al., 2002).  However, research 

investigating the association between culture and entrepreneurship at the national level is 

sparse (Davidsson & Wiklund, 1997).  Much work with regard to cultural research is based 

on Hofstede‟s (1980a) dimensions of culture.  In general this area of research suggests that 

conducive levels of entrepreneurship include high individualism, low uncertainty avoidance, 

low power-distance and high in masculinity (Herbig, 1994, Hofstede, 1980a; Shane, 1992).  

Thus, the greater movement away from these ideal dimensions, the lower levels of 

entrepreneurship are exhibited in a country.  Therefore, cultural values can indicate the 

degree to which a society considers entrepreneurial behaviour, such as risk-taking in the EO 

variable, to be desirable (Hayton, George & Zahra, 2002).       

Past research supports the proposition that national culture will influence the way in 

which firms exploit an entrepreneurial orientation as noted by Knight (1997), on the cultural 

differences in the perception of EO.  Shane (1994) found that national culture influences the 

way in which managers champion innovation.  In addition, Busenitz & Lau (1996) described 

how national culture influences proclivity towards new venture creation.  However, as 

Australia and the US are similar in Hofstede‟s dimensions (Reynolds et al., 2002), there is 

little to be determined from the results of this study.  Strong support of EO in both nations in 

this research is consistent with research suggesting that the direct impact of national culture 

on variables such as EO is not evident as entrepreneurs share similar sets of values regardless 

of culture (McGrath, McMillan & Scheinberg, 1992).   

The United States has long benefited from a stable infrastructure, steady supply of 

capital and abundance of labour and natural resources and technology (Ebert & Griffin, 2005; 

Jorgenson, 2001).  Such conditions aided in the establishment of an economic system 

supportive of entrepreneurship and firm growth and continue to be a dominant driver of 

wealth creation and employment (Lee & Peterson, 2000).  In short, the culture in the United 

States is very conducive to the development of an existing strong knowledge-based and EO 

culture.  Similarly, other western nations such as some European countries, Japan, Australia 

and New Zealand have factored consistently in recent entrepreneurship studies as being 

conducive to entrepreneurship (Busenitz, Gomez & Spencer, 2000; Autio, 2005).  As to the 
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question of whether the findings are specific to Australia and the US (or western countries in 

general) or perhaps more universal is debateable.  EO in particular is one of the few 

entrepreneurship constructs that has been applied across several countries and the differences 

in findings may in part be attributed to differences in business cultures (Hayton et al., 2002).   

However, knowledge resources were more significant in the US models.  As 

discussed, the concept of knowledge as a resource is beginning to be regarded as one of the 

strongest resource assets and an organization is less capable of discovering and exploiting 

opportunities without it (Wiklund & Shepherd, 2003).  As a highly developed knowledge-

based society, the US finding supporting knowledge resources (and similarly strong support 

in Australia) is not surprising (DeLong, & Fahey, 2000).  Highly competitive and extensive 

global market pressures have forced many firms in the US to maintain a focus on a strong 

organizational learning capacity to remain competitive (McEvily & Chakravarthy, 2002).   

 

6.5 Managerial and policy implications 

As this study explores the performance contribution of internal resources and strategic 

intent, this research can provide several managerial implications of entrepreneurs and small 

firms.  There are five main implications of interest of managers. 

Firstly, the effect of EO was the strongest overall resource-performance indicator 

from the study, particularly for Australian firms.  Based on this finding and from previous 

research showing strong support for EO, it appears relatively safe to say that EO contributes 

to improved firm performance.  Entrepreneurs usually have very limited time and thus should 

manage it carefully and make careful decisions with regard to resources.  SMEs should 

manage their business with innovativeness, proactiveness and with calculated risk-taking as 

suggested by the findings of the EO variable.  Thus, even though development of an 

entrepreneurial company culture can be complex and a time-consuming process, they may 

result in benefits to the firm.  As these features are firm-specific, and difficult and time-

consuming to imitate, they are potential sources of competitive advantage (Dierickx & Cool, 

1989).  

Managers should emphasize to employees that they be proactive whenever possible.  

They should also develop policies that reward employees when they are willing to take 

calculated risks in creating new products or improving internal processes for example.  As 

EO had a stronger effect in Australia, it is suggested that it may be used as a mechanism to 

overcome resource constraints, as more limited access to resources can be the case for firms 
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when compared to US companies.  It is under these conditions that managers can more 

greatly benefit from being innovative and proactive and from pursuing risky new initiatives, 

thus differentiating their firm from competitors.   Also, there is another implication for 

managers that there is a general positive effect of EO across different environments, as EO 

was found to be significant in both Australian and US models.   

While adopting an EO orientation, managers in smaller companies should attempt to 

incorporate this orientation into strategic planning and decision-making.  Younger and 

smaller firms are often managed by a key executive/owner (or small team) and often only a 

few are involved in the strategic decision-making process, therefore the influence of EO 

should resonate within the CEO or team in order to affect the firms‟ performance.    

Second, knowledge resources were found to be the most critical resource in the US 

sample and still significant in the Australian sample.   Through establishing a link between 

knowledge and firm performance, this research serves to inform managers that firms need to 

be effectively managed for overall knowledge management capability.  Effective 

management of knowledge resources involves the focus on processes that involves a variety 

of different aspects, from the acquisition of new knowledge to the application of that 

knowledge.  By managing knowledge effectively, companies can continually improve their 

activities so that they perform more effectively.      

Managers are challenged to provide an organizational culture that encourages 

employees to actively participate in learning and effective knowledge sharing.  Importantly, 

knowledge resources are socially complex, and are difficult to be imitated by competitors 

(Chuang, 2004).  The acquisition and accumulation of knowledge resources is important early 

in the life cycle of firms as it can establish sustainability through its characteristics (West & 

Noel, 2009).  Therefore knowledge may have implications for long-term growth.  For 

example, research suggests linkages between education and economic development, and in 

general conclude that the more educated the citizens, the more entrepreneurial they tend to 

be, and thus experience more rapid economic growth (see Florida, 2002 for example).  

For many managers, programs of change can be complex and frustrating.  It has been 

noted that in many circumstances, large amounts financial resources are devoted to creating 

and building organizations with little or poor results (Gold et al., 2001).  While this research 

may not be able to address all potential obstacles to that managers face in their quest to create 

successful high-growth firms, it does imply that certain firms may be predisposed to 

successful knowledge integration.  Specifically, firms that exhibit expertise along the 
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dimensions of process elements (acquisition, transformation, and conversion of knowledge) 

will tend to experience higher levels of growth.  

Third, this research showed strong support for organizational resources, particularly in 

the Australian sample.  Therefore, firms should also invest in resources that develop firm-

specific intangible assets, such as policies and procedures, systems and organizational culture 

found in organizational resources.  Prior research has suggested these are difficult to imitate 

and can lead to competitive advantage (Barney, 1991; Greene & Brown, 1997).  

Organizational resources provide a unique platform from which companies can separate 

themselves from competition.  Importantly, it was noted that human resources may be an 

important component of this concept.    

Fourth, these results indicate that managers should choose wisely in investments in 

human and particularly social resources.  While findings in the Australian sample show some 

support for human capital, it was found that social resources (networks, relationships, 

institutional partners for example) may not add value to an organization in either country.   

Government and other support institutions should consider establishing training 

programs for improving managerial knowledge and competency in strategic planning.  It is 

important to increase SMEs awareness of different resources and to concentrate on various 

aspects in their decision-making, for example, to be more innovative, proactive and take 

calculated risks.  For policy-makers, this research has implications in terms of affording a 

means to identify the resources most valuable to firms that affect growth.   

Lastly, this research has shown that individual resources alone are not sufficient in 

developing sustainable competitive advantage.  The concept of resource leveraging has been 

shown to mediate the relationship between resources and performance.  That is, the presence 

of a strategic influence with the management and exploitation of existing resource bundles is 

key to superior performance.  Thus, managers should be aware of implementing strategy 

based on knowledge of their existing resource base.  That is, decisions should be made 

conscious of the strengths and weaknesses of current firm resource stocks.   

For entrepreneurship research to have sound practical implications for managers and 

public policy makers, is should exhibit sound research design and analysis (Malhotra, et al., 

2002).  This research has attempted to integrate various methods in order to facilitate a strong 

research design and reliable and valid results.  Additionally, it has been argued that 

entrepreneurship research has more value when it is broadened from a narrow focus on 



226 

 

current best practice, towards an ability to understand the entrepreneurial implications of 

several factors that contribute to performance (Davidsson, 2002), as is shown in this research  

This study provides initial evidence valued by entrepreneurs to understand which 

resource bundles are more critical to small businesses.  Although acquisition of financial and 

other “hard” assets is essential to firms, small firms appear to require intangible resource 

assistance (Hanlen & Saunders, 2007).  This research can inform managers and owners of 

small firms on the topic of how to effectively manage intangible resources through the 

strategic influence of resource leveraging. 

 

6.6 Summary 

This research applies a research-based theory perspective to the examination of small 

firms and their strategy towards growth.  It makes a contribution to the literature on 

entrepreneurship and strategy research by investigating the impact of resources on firm 

growth through the operationalization of the resource leveraging construct.   

Resource-based theory has become one of the dominant perspectives in strategy 

research and has shown potential in the entrepreneurship literature (Crook et al., 2008; Hitt et 

al., 2001).  This research has answered a call for theory building and empirical inquiry into 

the strategic processes involved through which resources lead to performance (Crook et al., 

2008; Newbert, 2007).  Additionally for the concept of strategic entrepreneurship, this study 

attempts to answer Ireland et al.‟s (2008) call for empirical research to understand how 

leaders can manage resources strategically to create competitive advantage.     

Though previous research on SMEs has yielded rich findings about growth in small 

firms, the application of the RBV in the realm of small firms and it strategic influence 

provides a refined view of the conditions necessary that can lead to superior performance in 

SMEs.  It is argued that entrepreneurial orientation and knowledge resources are the most 

critical in nature for SMEs.  The empirical study examines four different types of traditional 

intangible resources and positions EO as a firm-level resource that can be influenced by 

strategy through resource leveraging. 

One of the main contributions of this study is the identification of critical venture 

resources and their effect on performance.  The current study of 430 firms in Australia and 

the US contributes to our knowledge about performance in SMEs in both countries and 

investigated performance based on a multi-resource method.  While the firms have differing 

industry backgrounds, research conducted by Crook et al. (2008) on RBV research showed 
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no significant differences across small and large firms or service versus manufacturing firms.  

This suggests that performance and strategic resources are important across a range of 

contexts (Crook et al., 2008). 

The operationalization of the resource leveraging construct as a strategic influence of 

performance adds both to the strategy and entrepreneurship literature in understanding 

strategy in smaller firms.  While the construct requires more attention and testing, it is hoped 

that its development will spark future research to investigate strategic influences in 

organizations.  The lack of moderation and the consistent mediating effect of this construct 

suggests that performance in small firms is tied to their existing resource base. 

Small businesses and SMEs are important to most economies, and hence investigation 

of their performance is a worthwhile endeavour.  Consistent with previous research, this 

study has found that EO affects SME performance.  Additionally, knowledge resources were 

found to affect performance, albeit more significantly in the US sample.  Finally, within both 

samples, the strategic influence of resource leveraging can mediate the relationship between 

resources and performance. 

Although this research is not exhaustive, it is hoped that it improves understanding of 

complex phenomena involved with intangible resources and the strategic management of 

these resources.  The aim of this research is to improve the overall firm performance and the 

growth of SMEs.   

 This chapter presented a discussion on the hypothesized relationships between 

resources, strategy and firm performance presented in Table 6.1 and 6.2.  These relationships 

were explored and discussed through a thorough examination of the extant literature in light 

of the findings from this research.  The following chapter will conclude with a summary of 

the research, limitations and future research opportunities.      
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CHAPTER 7  CONCLUSION 

 

 

7.1 Introduction 

This chapter seeks to synthesize the various findings reported in the earlier chapters in 

order to summarize conclusions.  Results and discussion drawn from each area of the 

research are summarized in the context of the research question, that is, the strategic 

influence of resource leveraging on the resource-performance relationship.   

After a brief overview of each chapter, Section 7.2 will present conclusions about 

each of the hypotheses with regard to resources.  Section 7.3 presents conclusions about 

resource leveraging and Section 7.4 summarizes the findings with regard to the relationship 

between resources, resource leveraging and performance.  The perceived contribution that 

this research makes to entrepreneurship and strategic management literature will be discussed 

within the context of identified limitations in Section 7.5.  Then recommendations for future 

research will be made in Section 7.6.  Finally, concluding remarks are made in Section 7.7.  

An outline of this chapter is shown below in Figure 7.1.      
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Figure 7.1:  Outline of Chapter 7 
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Chapter 1 provided an introduction to the research introducing the context and 

theoretical boundaries and outlining the methodology to be utilized.  It provided an 

introduction to the research in the Australian and US SME sector, entrepreneurship and 

strategy literature and the RBV framework.  The importance of the SME sector was 

highlighted and the need for further research in this area was justified.  The research design 

was established to address the research problem:  What is the strategic influence of resource 

leveraging on the relationship between firm resources and performance?  

Chapter 2 first provided in-depth background for understanding SMEs in Australia 

and the US.  Generally accepted definitions of SMEs and small businesses were described 

(Section 2.2) and consistent with other research, this study was delimited through the 

utilization of generally accepted forms of SMEs.  An overview of strategy and 

entrepreneurship literature was presented followed by a profile of the development of the area 

called strategic entrepreneurship.  Then, the theory and history of the RBV literature was 

reviewed, showing the development of the resource categories and the appropriateness of the 

theoretical framework.  Finally, the resource leveraging concept was introduced as a possible 

explanation of the strategic influence on the resource-performance relationship.  An outcome 

of Chapter 2 was the development of a preliminary conceptual model and general set of 

propositions (see Section 2.6).     

Chapter 3 described the qualitative methodology and presented results from the first 

stage of the research.  Justification for the choice of the realism paradigm (Section 3.2) and 

the inductive steps in the research design was detailed (Section 3.3).  Next, the steps taken 

during the in-depth interviews (Section 3.4) were presented and the steps to maximize the 

validity and are reliability of results during this stage were detailed (Section 3.5).  The use of 

in-depth interviewing was described (Section 3.6) with reference to issues central to sample 

selection, the planning and management of interviews, and methods employed to interpret the 

data.  Next, the data analysis and results were presented (Section 3.7).  This data was used to 

clarify and confirm the appropriateness of the preliminary conceptual model and set of 

propositions, and resulted in the development off a set of hypotheses that was empirically 

tested in Chapter 5. 

Chapter 4 described the quantitative methodology.  Sample selection procedures were 

discussed and the choice of a combined online and printed version of the survey instrument 

was justified (Section 4.2).  Validity and reliability considerations during the measurement 

phase were detailed (Section 4.3) and considerations in the design and development of the 

electronic questionnaire were discussed (Section 4.3).  Then, the survey procedure was 
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detailed (Section 4.3), including issues relevant to survey administration, response behavior, 

pretesting, timing and the response rate.  Next, ethical issues in this quantitative stage were 

examined (Section 4.3) and measurement issues of conceptualization and operationalization 

were assessed (Section 4.4).  Following discussion of the methodology used to collect the 

data, procedures applicable to the examination and pre-screening of the data were detailed 

(Section 4.5). 

Chapter 5 presented the findings from the quantitative testing.  Descriptive statistics 

were shown from the perspective of type of industry, employee numbers and the age of firms 

in the study (Section 5.2).  Issues relating to the validity and reliability of measures used in 

the survey were analyzed and scale development was addressed in detail (Section 5.3).  

Hierarchical regression testing was used to test the hypothesized relationships of resources 

and firm performance that were identified within the revised model and results were 

presented (Section 5.4), and the moderating and mediating affects of resource leveraging was 

investigated.  The support, partial support or disconfirmation of each of the tested hypotheses 

is shown in Table 7.1 and 7.2 below. 

 

Table 7.1:  Hypotheses developed and tested in this research – Resources 

 

Concept No. Hypothesis 
Australia 

Supported 

US 

Supported 

Human 

Resources 

 
H1 

There is a positive relationship between human 

resources and firm performance. 
√ X 

Organizational 

Resources 
H2 

There is a positive relationship between 

organizational resources and firm performance. 
√ ? 

Social Resources H3 
There is a positive relationship between social 

resources and firm performance. 
X X 

Knowledge 

Resources 
H4 

There is a positive relationship between 

knowledge resources and firm performance.  
√ √ 

Entrepreneurial 

Orientation 
H5 

There is a positive relationship between 

entrepreneurial orientation and firm 

performance. 
 

√ √ 

 

 

 

 

√ signifies support for the hypothesis; X denotes disconfirmation of the hypothesis; ? denotes some support but 

not significant.  

 

Source: Developed for this research. 
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Table 7.2:  Hypotheses developed and tested for this research – Resource leveraging  
 

Concept No. Hypothesis 

Australia 

Supported 

Mod    /    Med 

US 

Supported 

Mod    /    Med 

Human 

Resources 

 
H6a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between human resources and firm 

performance. 

X         √* n/a        n/a 

Organizational 

Resources 
H7a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between organizational resources and 

firm performance. 

X         X X         X 

Social Resources H8a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between social resources and firm 

performance. 

n/a       n/a n/a       n/a 

Knowledge 

Resources 
H9a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between knowledge resources and firm 

performance. 

X         √ X         √* 

Entrepreneurial 

Orientation 
H10a/b 

Resource leveraging will affect 

(moderate/mediate) the relationship 

between entrepreneurial orientation and 

firm performance. 

X         √* X         √* 

 

√ signifies support for the hypothesis; X denotes disconfirmation of the hypothesis; √* denotes partial support 

only;  n/a (not applicable).   

 

Source: Developed for this research 
 

 

Chapter 6 discussed the findings of the quantitative testing.  The hierarchical testing 

results for each resource category were presented (Section 6.2) and the strategic influence of 

the resource leveraging construct was analyzed (Section 6.3).  Next, theoretical and 

managerial implications were discussed (Section 6.4).  Next, final conclusions about 

resources and firm performance are presented. 

 

7.2 Conclusions about resources and firm performance 

Overall, the findings for human resources and firm performance were mixed.  

Australian results indicated that human resources play a significant role in the performance of 

SMEs, however, contrasting results were found in the US sample.  In developing the 

preliminary model, literature on the value of human resources was abundant (see Davidsson 

& Honig, 2003; Haber & Reichel, 2007; Hornaday & Aboud, 1971; Sexton and Bowman, 
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1984; Ucbasaran et al., 2003; Vesper, 1990).  Human capital in Australia may be considered 

a greater need due to a shortage of qualified employees that has endured for a number of 

years (ACCI, 2007).   

Additionally, as knowledge resources were found to be a significant factor in both 

models, it could be argued that this finding is consistent with research that suggests 

knowledge resides ultimately in the people of the organization (Carmelli & Tishler, 2004; 

Grant, 1996; Hitt et al., 2001; Tomer, 1987).  Thus, human capital can be developed through 

individual learning (Grant, 1996) and individual learning can enhance ongoing firm learning 

and knowledge-enhancement opportunities.  

While previous research had found support for organizational resources (Greene & 

Brown, 1997; Gundry & Welsch, 2001), this research showed mixed results between the two 

samples.  Organizational resources for this study encompassed several varied aspects of a 

firm; such as technology, employees, alliances, product/service and customer focus.  It was 

proposed that the support for this resource concept in the Australian model could be 

explained by its broad categorical appeal.  For example, aspects such as technology that were 

included in them measure have been found to be increasingly important to firms (Zahra et al., 

2003). 

Furthermore, Greene and Brown (1997) pointed out that organizational resources 

were closely related to human resources.  As results indicated in Australia, there was a close 

correlation with the results for organizational and human resources.  Thus, it appears that the 

challenge of organizational resources is to combine information and people within the 

organization, and sequence these over time so these resources become institutional (de 

Gregori, 1989).  The findings of this study show that a number of broad elements must 

combine to create unique and difficult-to-imitate systems to competitive advantage (Rivkin, 

2000). 

This study found that social resources were not significant to the performance of 

SMEs.  This is in contrast to other research in the area (for example Johannisson, 2000; 

Leenders & Gabby, 1999; Napaphiet and Ghoshal; 1998).  It was noted that while 

unsupported results are often regarded to have little value, some research suggests the use of 

these results can add to the RBV literature (Armstrong & Shiminzu, 2007; Crook et al., 

2008).  Therefore, in explaining this result, the strong internal ties within organizations may 

restrict potential relationships with other firms and individuals (Napaphiet & Ghoshal, 1998) 

and may also strain valuable resources in cultivating wasteful relationships (Chung et al., 
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2000).  Furthermore, to emphasize the triangulation of results, the qualitative section of this 

study revealed the need for quality social resources over quantity.   

In addition, this research combined several intangible resources with social resources.  

Prior research has shown the importance of external networks (Hansen, 1995; Leenders & 

Gabby, 1999) and internal resources (Grant, 1991; Shrader & Simon, 1997) but not combined 

them in the same study.  That is, while prior research suggests that social resources are 

considered important (as was found in the qualitative section of this research), when 

compared with other resources in the model social resources were not found to be significant 

to firm performance.  

This research found strong support for knowledge resources and was the strongest 

resource variable within the US sample.  This result follows past research which argues that 

knowledge resources have the greatest ability of all resources to serve as a source of 

sustainable competitive advantage (Lee & Sukuco, 2007; McEvily & Chakravarthy, 2002; 

Miller & Shamsie, 1996).     

 The advantages of knowledge resources for a firm can be seen in several ways.  

According to Cohen & Levinthal (1990), knowledge permits a firm to forecast more 

accurately the potential of changes within the environment, and which actions should be 

taken.  Increasing knowledge leads to the development of new knowledge, which can be 

achieved by encouraging employees to sustain their application, distribution and creation of 

knowledge (Hauschild et al., 2001; Noel, 2009).  As discussed previously, a focus on 

knowledge resources can enhance other areas of resource capability, such as human and 

organizational resources.  Thus, firms should engage employees to update existing 

knowledge and establish internal systems that facilitate the transmission of knowledge 

throughout the firm (Gold et al., 2001; Leonard & Sensiper, 1998).   

Knowledge resources may affect start up rates of new organizations, how to manage 

people, processes, attain growth and develop new products (Brush et al., 2001; Wiklund & 

Shepherd, 2003).  They are critical in ventures because they are the first type of resource that 

successful new ventures accumulate as they are brought with the founders (West and Noel, 

2009).  Thus, the findings from this research indicate that knowledge provides a foundation 

for other resource bundles to be accumulated and developed by the firm and helps explain the 

significant results in both Australian and US samples.  Additionally, the strong performance 

of EO in concert with knowledge resources may suggest that knowledge resources lead to a 
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stronger and more sustainable EO position.  Knowledge through learning has been described 

as the only sustainable competitive advantage and is more capable of exploiting new 

opportunities (Senge, 1990).    

Consistent with prior research, entrepreneurial orientation was found to have a 

positive effect on firm performance in both the Australian and US samples (Covin & Slevin, 

1989; Moreno & Casillas, 2008; Wiklund, 1999; Wiklund & Shepherd, 2005; Zahra & Covin, 

1995).  EO is viewed as the extent to which firm can innovate, take risks and act proactively.  

It is the emphasis of this process (as opposed to individuals behind it) which has placed the 

variable as a firm-level resource in this research.  Research has found that the relationship 

between EO and performance may be particularly strong among smaller firms such as those 

in this research (Wiklund, 1999).      

EO was found to be significant in both the Australian and US models, particularly in 

Australia where it was found to have a stronger influence on performance than any other 

resource variable.  Thus, this finding suggests when combined with the accumulation of 

research in Chapter 2, that EO is developing as a key construct within the strategy and 

entrepreneurship literatures (Morris & Kuratko, 2002).  While objective measures of growth 

were not utilized in this research, EO itself has been described as a growth orientation 

(Lumpkin & Dess, 1996) and can be an indicator of a firm‟s economic performance 

(Wiklund, 1999).   

  As EO had a stronger affect in Australia it was proposed that it could be used as a 

mechanism to overcome resource constraints imposed by a more limited access to other 

resources.  As EO and knowledge resources performed consistently well in both countries, 

the combined effect of the two may be the best strategy for firms towards sustained 

competitive advantage and the development of other resources (Gilbert et al., 2006).  Once 

again, firms having sufficient access to knowledge resources could enhance other resource 

stocks (West & Noel, 2009).  

The concluding results of the quantitative testing on each resource and firm 

performance were considered in this section.  Next, conclusions about the resource leveraging 

concept will be presented.  
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7.3 Conclusions about Resource Leveraging 

7.3.1 Qualitative findings 

Perhaps one of the most important implications of this study is acknowledging and 

understanding the importance of resource leveraging.  The process and strategic influence of 

this concept can be critical for SMEs to gain competitive advantage.   Research suggests that 

a strategic influence is required between the resource-performance relationship for greater 

growth (Bhide, 1994; Bird, 1998; Michael, Storey & Thomas, 2002).  While most previous 

research in strategic entrepreneurship has presented conceptual frameworks on the concept 

(Hitt et al., 2001, Ireland et al., 2001), this study was designed to encompass both a 

theoretical and practical approach to developing the strategy and entrepreneurship paradigm.   

This research has proposed the concept of „resource leveraging‟ as a strategic 

orientation utilized by firms that affect their resource base in order to gain competitive 

advantage.  While prior research has proposed definitions of resource leveraging (see Morris 

et al., 2001; Stevenson & Jarillo, 1990; Tiessen, 1997; Tiessen & Merrilees, 1999), to date no 

operationalization of the concept has been developed.  As mentioned previously, this may be 

due to the concept being difficult to operationalize, and has been noted in recent literature 

(Crook et al., 2008; Newton, 2007).   

Previous research has suggested that a resource acquisition strategy may be important 

in determining the success of small and emerging firms (Brush & Artz, 1999; Sirmon & Hitt, 

2003), this study attempted to broaden this position to include the strategic management of 

resources as a critical link between resources and performance.  While most respondents in 

the qualitative research phase acknowledged the importance of having certain resources 

(Little e‟s), the use or strategic management of these resources was only evident in certain 

respondents (Big E‟s).  Thus, resources must not only be identified and acquired, but also 

integrated and deployed effectively through a strategic orientation as described by Hitt, et al. 

(2002).   

The findings from the qualitative stage of the research attempted to investigate and 

delineate the nature of the resource leveraging concept, and develop a framework for its 

quantitative investigation.  This led to the development of a range of dimensions that can aid 

entrepreneurs in strategically managing resources.  Table 7.3 below presents the key 

indicators of the construct from this research.   
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Table 7.3:  Key indicators of resource leveraging 

 

Resource Leveraging 

1. Management is core focus  

Strong leadership and team building atmosphere.  Acutely aware of resource needs.   Growth-

oriented decisions with long-term outlook.       

2. Leveraging culture reinforced  

Finds ways to make the business successful utilizing their own resources or those of others 

through creativity and innovation.  Occurs not only in relation to the product, but with 

everyday activities.  Roadblocks merely represent challenges to be overcome.   

3. Sees opportunity throughout lifecycle of business   

The initial idea is considered the primary driver but it is assumed that new opportunities will 

arise.  Resources to feed these must be recognized, evaluated, developed and exploited within 

the environmental context of the business as it grows.  Opportunities are hunted.  

4. Business model important – but it must incorporate change 

The business organization must be agile in form, having the ability to adapt and transform 

quickly if needed.  This is critical to exploit opportunities; an elastic business model provides 

this framework.   

5. Must stay flexible 

Considered key to adaptive process – applied in major strategy decisions but also in everyday 

actions.  Entrepreneur, organization, employees and stakeholders must have a willingness to 

change the resource base if necessary and this is communicated clearly.  Resource 

changes/additions are constantly seeked. 

6. Places trust in others to grow 

Clear understanding that high growth is not achieved alone.  Human capital is vital - 

development and cohesiveness of the management group is a priority. Constantly seeks 

feedback from many stakeholders and network sources.   

7. Can “sense” the environment and apply better decision-making 

Very aware of internal and external environments, business climate within the industry and 

competitors.  Networking, primary and secondary research and an innate personal instinct 

combine to guide resource decision-making and strategy at critical moments.  Shows patience 

with these decisions under pressure. 

8. Transparency - seeing the big picture 

A stubborn refusal to become mired down with the clutter of daily concerns and short-term 

issues.  These problems are “seen through” to focus on the long-term growth and success of 

the organization.  Current resources can be discarded to clear the way for other opportunities.   

9. Entrepreneurial pathway – clarity of opportunity 

Opportunities can be seen from the creative idea/concept stage through to commercialization 

quickly.  The resources necessary to fuel current or potential future opportunities are 

evaluated quickly and surgically.  This “entrepreneurial pathway” is clearer – an 

understanding not only of the original opportunity, but how new ideas and the necessary 

resources can be effectively exploited.  Clarity of thought. 

 

Source: Developed for this research 
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The qualitative section of this research has attempted to shed insight into the resource 

leveraging concept through a broader and deeper analysis, developing a construct that can be 

operationalized and tested quantitatively.  It led to the development of a definition and 

positioned resource leveraging as a management philosophy; a strategic orientation employed 

by firms to exploit opportunity from existing and potential new resource stocks in order to 

grow.   

These findings created a platform for the development of a quantitative measurement 

scale, which is the first to attempt an empirical investigation that measures the association 

between resources, leveraging capabilities and performance.  In this thesis multiple items 

were used to measure the construct of resource leveraging. The final scale (presented in 

Chapter 4) was analyzed and pre-tested with validity and reliability issues detailed in Chapter 

5.   A definition developed in Chapter 3 was later refined based on the findings of the 

quantitative analysis, and the final definition is presented in the next section (Section 7.3.2). 

 

7.3.2 Quantitative findings 

Due to the exploratory nature of resource leveraging in this research, two 

intermediary statistical tests were conducted to examine the affect resource leveraging may 

have on resource-performance relationship.  Therefore, resource leveraging was introduced as 

a both a moderator and a mediator to investigate the possible affect on the relationship 

between resources and firm performance.   

Moderation tests were conducted following the testing procedure described by Baron 

and Kenny (1986).  Overall, the moderating effect of resource leveraging on performance 

was not supported.  As moderating variables are designed to predict „when‟ a variable is more 

strongly related to an outcome or causes an outcome (Cavana et al., 2001), this result 

indicates that the effect of resource leveraging is not found at a given point in time; that is, it 

was not significant at the point between a firm‟s bundle of resources and their performance 

were measured.   

However, following the mediation testing procedure described by Baron and Kenny 

(1986), a mediating affect of resource leveraging was supported in this study, and resource 

leveraging does have a mediating effect on the resource-performance relationship.  The 

mediator is defined as a variable that explains the relationship between a predictor and an 

outcome (Baron & Kenny, 1986; Holmbeck, 1997; James & Brett, 1984).  Or in other words, 
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a mediator is the mechanism through which a predictor influences an outcome variable and 

thus also affects the independent variable (Baron & Kenny, 1986). 

Therefore, this research suggests that resource leveraging not only affects firm 

performance, but is tied and is a result of a firm‟s current resource stocks.  Therefore, the 

outcome (firm performance) is not only affected through the mediation of resource 

leveraging, but the independent variable (resources) are also affecting the mediator (resource 

leveraging).  Thus a firm‟s strategy is ultimately influenced by its resource base. 

The relationship between human resources, resource leveraging and performance was 

found to have partial mediation in this sample.  By once again following the theoretical 

perspectives on mediation from Baron and Kenny (1986), we can conclude that not only is 

performance affected by resource leveraging, but that the leveraging ability of a firm is also 

affected by the human resources a firm possesses.  That is, the existence of resource 

leveraging does not occur at a given point in time (as with moderation); rather, resource 

leveraging is occurring simultaneously in the development of the human resource base.   

Human resources were identified as perhaps one of the more flexible resources, in that 

people can be trained, educated and provided with tools to increase knowledge, skill level and 

overall efficiency, sometimes in a short period of time (Grant, 1991).  Additionally, human 

resources may require more resource allocation and administration on the part of managers; 

that is, the human factor can be challenging and one of the most difficult to develop (see 

Boxall & Steeneveld, 1999; Farjourn, 1994; Hitt & Reed, 2000). 

Organizational resources performed very strongly in the quantitative testing in 

Australia, and were also included in the final US model.  Mediation testing with resource 

leveraging found that there was no moderation or mediation present between organizational 

resources and performance in either Australia or the US.  The often diverse range of elements 

included in this category partially explained this result.  For example employee experience, 

customer service capability, strategic alliances, technology and unique products and services 

of the firm offer a broad range of dimensions.  The benefits of the combined dimensions in 

this resource category could explain the lack of resource leverage required for competitive 

advantage.   

There also appeared to be a close correlation between organizational and human 

resources which has been noted in previous studies (see Edelman et al., 2005; Greene and 

Brown, 1997).  Therefore, the challenge of organizational resources may be to combine 

information and people within the organization, and sequence these over time so these 



240 

 

resources become an established part of the company (de Gregori, 1989).  The findings of 

this study show that a number of elements combine to create unique and difficult-to-imitate 

systems to create competitive advantage (Rivkin, 2000).  Thus, resource leveraging 

capabilities may not be as critical to the organizational resource-performance relationship.   

This research indicated poor results for the effect of social resources and firm 

performance.  Australian and US results showed little significance of social resources and this 

is inconsistent with the bulk of recent literature in the area (see Coviello & Cox, 2006;   

Davidsson & Honig, 2003; Ghoshal, 1998; Lee et al., 2001; Nahapiet and Ghoshal, 1998; 

Shane & Cable, 2002).  As noted previously in Chapter 2, research suggests a firms‟ social 

capital can affect its ability to acquire new resources (Sirmon & Hitt, 2003), and networks 

can provide an important resource for entrepreneurs to provide access to build their resource 

stocks of knowledge (Hansen, 1995; Uzzi, 1996).  Thus further analysis of this resource is 

warranted.     

However, overall the results of this study indicate little support for social resources.  

Social resources have been observed to have some shortcomings, and an organization with 

strong network ties may be unwilling to garner new outside resources, hindering the adoption 

of possible new beneficial relationships (Napaphiet & Ghoshal, 1998).  This suggests that the 

opportunity to gather new information and knowledge might be less in an organization with 

plentiful social resources.  Therefore the significance of these results should indicate to 

managers to choose wisely in outlaying investment in this particular resource.  The 

triangulation of the qualitative data used in this research suggests that the value of social 

resources lays in the quality of social resources and not the quantity, which is consistent with 

previous research (Chung, et al., 2000; Lee, et al., 2001).   

Knowledge resources showed significance in the quantitative testing in Australia but 

demonstrated very strong support in the United States.  The relationship between knowledge 

resources, resource leveraging and performance was found to exhibit partial mediation in the 

US and complete mediation in Australia.  Knowledge resources can include elements such as 

understanding how to start up new firms, how to manage new processes and people, how to 

pursue and achieve growth and develop new products (Brush et al., 2001; Wiklund & 

Shepherd, 2003).  Thus the mediated affect of resource leveraging on knowledge resources, 

and its close direct relationship illustrated in the regression analyses, could indicate that 

knowledge provides a foundation for other resource bundles to be accumulated and further 

developed by the firm.   
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These findings are similar to previous research that the development of knowledge 

can lead to the gathering and distribution of new knowledge (Hauschild et al., 2001).  

Knowledge not only establishes a base for the founding team of new firms but also creates a 

foundation for establishing other resource stocks that can enhance firm performance (Gilbert 

et al., 2006; West and Noel, 2009); including the development of resources stocks examined 

in this research such as social networks (Dubini & Aldrich, 1991).  The fusing of information 

in the development of existing and new knowledge leads to the analysis of opportunity and a 

basis for strategic decision-making (West & Noel, 2009).  The strong support for knowledge 

and the strong mediating affect of resource leveraging in both samples supports the literature 

which argues that knowledge resources have perhaps the greatest ability of all resources for 

sustainable competitive advantage (McEvily & Chakravarthy, 2002; Miller & Shamsie, 

1996).  Therefore, resource leveraging capabilities are affected by knowledge resources and 

both affect firm performance.     

Entrepreneurial orientation showed significance in the quantitative testing in both 

Australia and the United States, with particularly strong support in Australia.  The 

relationship between EO, resource leveraging and performance was found to have partial 

mediation in both samples.  A firms‟ degree of entrepreneurial orientation (EO) is based on 

the extent to which they innovate, take risks and act proactively (Covin & Slevin, 1989; 

Miller, 1983; Wiklund & Shepherd, 2005).  The advantages of increased EO in both countries 

from the mediating affect of resource leveraging can be seen as a potential to further 

differentiate from competitors and increase competitive advantage.  

Advantages of resource leveraging on EO was noted to be associated with first-mover 

advantages and to exploit opportunities (Zahra & Covin, 1995).  Enhancing a firm‟s ability to 

innovate has been shown to greatly enhance firm performance (Bruderl & Preisendorfer, 

2000).  Additionally, the ability to monitor market changes and respond appropriately and 

quickly in a proactive manner is thus enhanced through the resource leveraging construct.  

Additionally, risk is not something to be avoided at all costs, but rather a part of an 

understanding that risk exists with opportunity, and managers should take active steps to 

exploit opportunity while evaluating risk potential.  Therefore, resource leveraging 

capabilities are affected by entrepreneurial orientation and both can affect firm performance.   

The evidence of the mediating affect of resource leveraging on the resource-

performance relationship indicates a conditional influence; that is, the resource base of the 

firm affects its resource leveraging ability and thus its performance.  These results are similar 

to research described by Barney (2001), where he described a contingent effect of resources, 
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that the existence of one resource affects the other.  This research has demonstrated that his 

analysis may prove prophetic – but in this research in the strategic context of resource 

leveraging.  As Barney (2001) noted in attempting to explain resource-based models of 

strategic advantage “the strategic alternatives a firm might pursue, given the resources it 

controls” (p. 53).   

Therefore, the original definition for resource leveraging was refined to include the 

implications from the quantitative phase of this research.  The final following definition for 

resource leveraging was presented:  

 

“Resource leveraging is a strategic orientation in the management of resources and is 

contingent on the resource base of the firm.  It includes creativity and flexibility, 

environmental awareness, recognizing opportunities, and utilizing internal and external 

resource stocks to aid long-range decision-making in the pursuit of firm growth.”  

 

7.4 Conclusions about the relationship between resources, resource leveraging and 

firm performance 

An original model of SME performance was presented in Chapter 6 (Figure 6.2).  It 

incorporated aspects from the RBV literature and shows a progression from a single resource-

performance relationship to the resource-strategy-performance relationship.  An examination 

of the factors involved in the model was based upon a review of the literature and an 

exploratory investigation of SMEs in Australia and the US.  This was investigated through a 

two stage research process that involved first involved 22 entrepreneurs from Australia and 

the US in a series of in-depth interviews.  Next, 430 SMEs in Australia and the US were 

surveyed to determine if the strategic management of resource stocks (resource leveraging) 

affected performance.  Hence, the model was theoretically and empirically based.     

The dimensions of EO and knowledge offer valuable insight for businesses and 

represent an important implication for business practice.  The notion that elements such as 

innovation, proactiveness and risk taking provide useful guidance and direction to those 

pursuing entrepreneurial activity.  Knowledge is transferred and applied to create new 

products, services, markets and may lead to the development of other resources.  Thus, 

businesses cannot rely on elements such as innovation alone, or focus solely on 

organizational resources that make it unique, but rather these elements are adopted 

collectively for the creation of strategic entrepreneurship.  
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One aspect of this study was to further understand the effect of resource leveraging 

and its place within the realm of strategic entrepreneurship.  Both areas were considered 

limited in our general understanding.  Most work in these areas was theoretical and lacked 

support or validation, indicating their early stage and evolving nature.  Increasing attention to 

this area of research since 2001 is evidenced by additional studies which have examined 

issues surrounding the concept (Meyer et al., 2002; Michael et al., 2002) and the introduction 

of the Strategic Entrepreneurship Journal in 2006.  These developments indicate strategic 

entrepreneurship is an important area of research. 

The development of strategic entrepreneurship research beginning with the RBV and 

encompassing an examination of individual resources and strategic intent provides the 

opportunity for research on strategic entrepreneurship to progress beyond the general notion 

of being the intersection of entrepreneurship and strategy (Hitt et al., 2001; Ireland et al., 

2001; Ireland et al., 2003) and a balance of opportunity-seeking and advantage-seeking 

behavior (Ireland et al., 2003; Ireland & Webb, 2007; Ketchen et al., 2007).  In particular, 

this research lends support for the RBV as a foundation for understanding the elements that 

comprise strategic entrepreneurship.  By progressing the understanding of strategic 

entrepreneurship and by moving towards a theory on the construct, a valuable contribution to 

theory is made.   

While the concept of resource leveraging has received increasing attention, little if 

any studies have focused how a firm can leverage resources or the process involved 

(Newbert, 2007).  Furthermore, few studies that have alluded to resource leveraging have 

defined the concept and tested it quantitatively.  The conceptual framework presented in this 

research identified elements and potential outcomes of resource leveraging, and the 

examination of this concept through qualitative and quantitative methods revealed support in 

Australia and the United States.  The mediating affect of resource leveraging on the resource-

performance relationship indicates that the foundation for strategic entrepreneurship may lie 

with the continual management and utilization of a firm‟s resource stocks.   

Furthermore, whereas most research is extensive in the role of strategy in 

performance (McDougall et al., 1994), the lack of support for the moderating effects of 

resource leveraging suggests that this link may be less extensive, and that the number of retail 

firms in the sample may explain this result.  This was noted by Chandler and Hanks (1994) 

and Brush and Chaganti (1998) who observed more influence on performance for resource 

combinations than for strategies alone.    
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Recent research by Sirmon et al. (2007) found that the management of resources or 

how managers use resources (as opposed to the characteristics of controlled resources) is now 

of more importance to RBV research.  The resource leveraging concept introduced in this 

research could be assessed to have the same fundamental framework as their analysis.  That 

is, resource leveraging could be seen as a „best practice‟ in how to strategically manage 

resources at the disposal of small firms.    

Finally, while the benefits of entrepreneurship and strategy are well established in the 

literature, the synergy from combining these benefits is important to all businesses.  The 

balance of entrepreneurship and strategy offer the benefits of entrepreneurial activity within a 

systematic, calculated and potentially recurring context.   

 

7.5 Limitations 

In general, when studying the possible effects of resources, researchers should be 

aware of differences between initial endowments and resources that are accumulated over 

time.  As summarized by Shane and Stuart (2002), some entrepreneurship studies propose 

that initial resources have lasting effects on performance (Baron & Hannan, 2002).  The 

RBV, in general, considers resources, capabilities and processes are shaped by the firms‟ 

current resource position and molded by developmental paths (Teece et al., 1997).  Shane and 

Stuart (2002) point out that initial resource endowments lack evidence due to the difficulty in 

obtaining information on the early phases of a new ventures life.  Given this lack of empirical 

evidence, many researchers believe that initial resource stocks dissipate and evolve quickly 

(Bruderl & Schussler, 1990; Fichman & Levinthal, 1991) and can be a limitation in this 

study. 

Thus the cross-sectional nature of the data collection limits potential findings.  As the 

variables were measured at a single point in time, it does not necessarily infer the direction of 

relationships and this has to be inferred from the results.  As mentioned, as resources are 

accumulated and managed over time, a longitudinal approach would provide more reliable 

data.  For example, while social resources performed poorly in this study, longitudinal data 

could provide information whether external networks are conducive to the accumulation of 

additional resources over time, in turn facilitating new ties with potentially valuable external 

partners.  Additionally, Zahra (1991) and Wiklund (1999) found that the association between 

EO and performance was stronger with a 2-year lag between collection of EO and 

performance than with a 1-year lag. 
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The quantitative findings are drawn from a convenience sample across multiple 

industries, which may prove problematic for generalizability.  A larger sample would allow 

for more concepts to emerge and a more in-depth examination of the inter-relationships 

among variables within the SME context.  Applying the resource leveraging measure to 

industry-specific firms would increase external validity, and it is unclear if similar results 

would be found in a comparison of large companies.   

The study can suffer from potential response bias associated with the „single 

informant‟ (Neuman, 2003).  While this practice is typical of survey research it is still not an 

ideal method of data collection, and multiple informants are perhaps the best method for the 

most accurate data.  However, such methods can also limit the number of issues which can be 

addressed and can also limit the amount of useful data which can be collected (Malhotra et 

al., 2002).    

 As this research did not combine the two samples, the size of the sample (201 

responses for Australia and 229 for the US) does not compare to other high quality research 

in the field.  For example, Bruderl and Preisendorer‟s (2000) study was almost 2000 in size.  

Future research could also consider informal inter-organizational relationships or more 

personal social networks such as the entrepreneurs‟ and founding teams‟ personal 

connections.  These networks are likely to be more embedded and thus significantly influence 

firm performance (Uzzi, 1996).  However, Edelman et al. (2005) point out that a range of 

business size (employment) such as that used in this research can enhance the robustness of 

the research in that it allows for greater generalizability.   

 The current study utilized the dependent variable „growth‟ as opposed to other more 

common measures such as profitability, ROI or sales.  It should be understood that growth is 

not necessarily correlated with these other quantitative dimensions of performance (Moreno 

& Casillas, 2008).  Thus, results should be considered within these limitations. 

This study also reveals insight between resource variables and that they may be 

hierarchical.  Knowledge resources and EO may be closer in the paths leading from firm 

resources to firm performance.  Further examination through path analysis would help in 

exploring this notion.  Additionally, the resource leveraging variable was measured over 

several dimensions.  Similar to the EO construct as described by Lumpkin and Dess (1996), 

this can affect findings in different ways.  For example, positive results may be observed with 
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performance on one or two of the components, and not all indicators, thus the resource 

leveraging scale can vary independently.   

 

7.6 Future research opportunities 

This research attempts to link resources and performance through the strategic 

influence of resource leveraging in SMEs.  However, the concept could be applied in larger 

firms and in a broader range of contexts, including public sectors and even between 

departmental areas.  Early research from Gupta and Govindarajan (1986) noted “the potential 

for synergistic benefits from resource sharing across strategic contexts, and the realization of 

these potential synergistic benefits depends on how effectively linkages between SBUs are 

actually managed” (p.696).    

Research on the role of resources at varying points in time during the evolution of 

SMEs and small business would be beneficial in further understanding the critical role of 

resources in firm performance.  Do the dimensions of EO, knowledge and resource 

leveraging become less important for example?  More research is needed to explore these 

questions at different stages of the firm‟s life cycle.  Additionally, it has been argued in the 

EO literature that the different dimensions that comprise EO (proactiveness, risk-taking and 

innovativeness) are best measured as distinct dimensions independently (Hughes & Morgan, 

2007; Lumpkin & Dess, 1997).   In addition, consideration of strategic contexts other than the 

resource-based view could be an important are for research in the field to examine the scope 

of strategic entrepreneurship.   

Future research could benefit from a closer examination of the culture-

entrepreneurship relationship.  While this study did not attempt at the outset to fully integrate 

cultural phenomena between the two countries, by exploring the strength and directional 

relationship between nations and how political, technological and economic environments 

might influence variables would be of interest in the future.  Sub-regional cultures within 

nations also may pose some interesting research questions.  As Australia and the US become 

more diverse, how businesses are managed and leverage their resources may help address 

certain gaps in the literature regarding differences that exist across regions. 

 As most resources were not found to be moderated by resource leveraging, could 

there be another moderating effect that entrepreneurial firms do to leverage resources at 

certain points that may determine future success?  This can lead to new research that focuses 

on the examination of additional strategic attributes that act as potential moderators of the 
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resource-performance relationship.  While not feasible for this particular study, longitudinal 

research could help establish the extent to which the hypothesized relationships might be 

causal.  As discussed, the current study does not provide objective measures of performance, 

and future research would benefit from using performance data that could be independently 

verified.   

This research indicated there were implications for resource effects by age, however 

size was less relevant and results did not indicate affect by the firms‟ environment.  Previous 

studies have found that environmental influences play a larger role (Miles & Snow, 1978; 

Porter, 1985; May et al., 2000) and also that some resources are not as useful (Stevenson & 

Gumpart, 1985).  This study should influence other researchers to further examine the impact 

of different resources and strategic influences on growth. 

 

7.7 Summary 

Small businesses are an integral part of a nation‟s social and economic fabric.  

Australian and US cultures alike have long championed the essential role that so-called 

„mom-and-pop‟ stores play in promoting our society‟s basic values and in their economies.  

Encouraging small business ownership and creation injects vitality and competitiveness and 

plays a vital role in innovation, regional economic development and development of new 

markets (Autio, 2005; Reynolds et al., 2004; SBA, 2008). 

Small businesses do however face enormous challenges and policymakers will need 

to address issues presented in this research and elsewhere to maintain and develop a strong 

economic presence.  These include factors such as encouraging a strong entrepreneurial 

orientation and the development of knowledge and organizational resources and their 

strategic management.  As core elements in the findings of this research, these concepts are 

essential, both individually and collectively, for the creation of strategic entrepreneurship.  

Once established, strategic entrepreneurship then presents the potential for competitive 

advantage. 

The results from this research indicate that resource leveraging does influence the 

relationship between resources and firm performance.  However, this influence is evident as a 

mediating role, and not as a moderating role in the relationship.  That is, the ability of SMEs 

to leverage and fully exploit resources is connected to and a result of their initial endowment 

of resources.   
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Thus, while much has been uncovered from this study, there is still much to learn with 

regard to strategic entrepreneurship (Kuratko & Audretch, 2009).  Such learning is driven by 

the desire for continued discovery and new knowledge from an academic perspective and in a 

challenging competitive landscape from a practitioner standpoint.  The implications of such 

understanding are extensive, from micro-economic benefits for individual businesses, to 

macro-economic benefits for governments and the economies which they seek to manage in a 

global marketplace.  While the future of small business in Australia and the United States 

appears bright, leadership from both countries should embrace policies that stimulate 

entrepreneurship, as it contributes to our economy and competitive strength in the world 

markets (Autio, 2005).   
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Appendices 3.1 Interview Guide 

 

INTERVIEW GUIDE 
The relationship between resources, strategy and firm 

performance: Factors that influence the growth of SMEs 
 

Introduction: 
 Introduce myself, what research is about / for - (not after any specific numbers or 

confidential information about your business – just general questions) 

 All research has passed through a stringent ethical standards checklist at Griffith 

University in Australia 

 Layout platform for questions i.e. Demographics, growth, resources, strategy, other 

 

Date:________________   Time:_________________   Location:________________ 

 

Facesheet 

1. Demographics: 
 What is your position / title?  (History?) 

 

 

 

 Can you tell me about your company?  (What sort of business are you 

involved with?  What is the industry you would classify your business as 

operating in?) 

 

 

 

 

 How long have you been in business?  (What stage? – describe this if 

necessary e.g. commercialized / prior to commercialization) 

 

 

 

 

 I am interested in how firms grow.  Can you describe some areas or give 

some examples how your company has grown or intends to grow?  (Give 

other examples of growth if needed e.g. not just sales, also expansion, new 

products/services, locations, etc.) 

 

 

 

 

 

 

 

 

 

Notes 
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2. Resources 
 I am interested in finding out which resources are the most critical for 

firms in order to grow.  Can you describe which resources your company 

utilizes the most to grow and why? 

(Give examples of resources if they cannot identify several…) 

 

 

 

 

 

 
 

 Can you describe why you feel these are important?  

(if not offered) 

 

 

 

 

 

 

 

 

 --If not mentioned yet, describe each resource in model (human, finance, 

organizational, social, knowledge, EO).  Do you feel any of these types of 

resources are important for growth?  (Probe: Why or why not?) 

 

 

 

 

 

 

 

 (You described several resources…)…how did you attain them or go about 

acquiring these resources? 
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 One aspect of my research is in the strategy a firm may implement in 

managing resources.  Does your company have a particular strategy to 

manage its resources?  (Or obtain new resources…) 

(If needed probe with/explain: A specific method/ approach, tactic, plan, 

etc.)  

 

 

 

 

 

 

 

 

 How did you know that these were the resources you needed to grow? 

 

 

 

 

 

 

 

 

 

 Did you find your resources needs changed over time?  In what ways? 

 

 

 

 

 

 

 

 

3.  Resource Leveraging 
 I am interested in the way that entrepreneurs in small firms use their 

existing resources.  Firstly, if I were to ask you to define the term 

“leveraging resources” – how would you describe that? 
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 Can you describe ways in which your company has „leveraged‟ resources? 

 

 

 

 

 

 

 

 

 --(If not answered thoroughly)--  How did you go about getting the most 

out of the resources at your disposal?  (Probe: Can you give me some 

examples?) 

 

 

 

 

 

 

 

 

 Let‟s say for example your firm had an abundance of resources – in your 

opinion, is this enough for a company to grow and be successful? 

 

 

 

 

 

 

 

 

 Can you explain a bit further?   

(Try to have respondent articulate response for further meaning) 
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 Do you feel there is a time when some resources become less important or 

even non-essential?   

(Probe respondent to explain which ones, when, etc.) 

 

 

 

 

 

 

 

 

 

4. Other 
 How did you come with the initial idea / product / opportunity for your 

company?   

 

 

 

 

 

 

 What were your goals when you started out?  Are they similar now? 

(Have your plans for the company changed over time from the initial 

idea?)   

(How/Why if not offered) 

 

 

 

 

 

 

  

 Can you give me some specific examples of how you used resources to 

overcome obstacles along the way?  (Or adversity) 
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 Looking back over the process or history of your firm – is there anything 

you have done in your business that you wish you wouldn‟t have or 

something that you would definitely do next time?  

 

 

 

 

 

 

 

 Looking forward now, can you describe as the most critical aspects you are 

doing (or plan to do) that are the most important for the sustained growth 

of your company?   

 

 

 

 

 

 

 

 

 Can you describe how you intend to accomplish them?   

(If needed)  

 

 

 

 

 

 

 

 Is there one common element (whether a resource, strategy or perhaps 

something that we have not discussed) that you needed or learnt 

throughout the process of starting and/or growing the company that is the 

most critical for your success? 
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5. Comments/Reflections: 
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Appendix 3.2 

 

Comparison of in-depth interviews, convergent interviews and case study research 

 
 Qualitative Method 

Characteristics In-depth Interviews Convergent Interviews Case Studies 

Type/Content Nondirective, 

relatively unstructured 

pattern. 

Semi-structured. Structured, standardized 

and rigorous procedures. 

Objective To elicit detailed 

information from 

interviewees 

To identify issue 

convergence. 

Can be used in 

exploratory theory 

building or explanatory 

theory verification. 

Level of prior theory 

requirement 

Low or high Low, but some 

theoretical foundation is 

beneficial. 

High requirement for 

prior knowledge. 

Interview process Flexible, unstructured, 

semi-structured and 

structured formats. 

Structured process with 

series of approximations 

leading to consensus 

Structured and 

standardized procedures. 

Probe questions in 

interview 

High use of probing 

questions. 

High use of probing 

questions 

Focus on interviewee 

directed questions 

derived from the 

literature.  However 

questions are treated as 

open research questions. 

Emphasis Explore new and 

under-researched 

topics. 

Refinement of questions 

and answers. 

Building of theories and 

substantial prior 

knowledge component, 

that is inductive and 

deductive.  

Strengths Depth of 

understanding and 

ability to replicate. 

Cyclic nature allows 

continual refinement. 

Structure and 

replication. 

Limitations Interviewee bias. Interviewer bias and 

interviewer knowledge 

is insufficient (i.e. non-

expert). 

Prior knowledge 

requirement makes this 

technique inappropriate 

for new and under-

researched areas of 

inquiry. 

Interviewer 

requirements 

Non-expert. Expert. Expert. 

 
Source: Adapted from Carson et al. (2001); Yin (1994). 
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Appendix 3.3 Profiles of respondents in the qualitative stage of the research 

 

Australia 

 Respondent AU1 is the CEO and founder of an early stage company that specializes in 

developing technology in the robotics industry.  The company has been in business 

for three years at the time of the interview and had finalized development and was 

beginning to establish a global franchise network, particularly focused towards the 

United States. 

 

 Respondent AU2 was the owner and CEO of a company that had developed a new 

product for the airline industry.  The firm was in the early stages of 

commercialization; beginning sales through several distributors in Australia.   

 

 Respondent AU3 was president of an established firm in the mining industry.  The 

company was currently looking at growth strategies in its operations through the 

development of a new mineral processing technology.   

 

 Respondent AU4 was the owner and founder of a company that had developed new 

technology for the marine industry.  The firm had just begun manufacturing 

operations and had met sales forecasts for the first year.  The firm was establishing 

distribution in Australia and the United States at eh time of the interview.  

 

 Respondent AU5 was the founder and CEO of a firm that had developed new software 

for the gambling industry.  Sales had been established but the firm was already 

investigating new product options and gathering resources for other international 

marketing efforts. 

 

 Respondent AU6 was president of a new company that contracted with large firms to 

develop their human resource capabilities.  Low overhead meant the firm was 

profitable and was now investigating expanding the business model to another state. 

 

 Respondent AU7 was a new CEO hired by the founder to take the company into a new 

growth stage.  The firm had developed innovative software for the education industry 
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and the original founder‟s lack of business knowledge was the principal reason for the 

hiring of this individual. 

 

 Respondent AU8 was a general partner in constructing a new eco-tourism 

development.  The company was in the beginning stages of development with 

extensive growth plans to grow their business. 

 

 Respondent AU9 was the owner of a sports complex that had been experiencing a 

stagnant growth stage.  The owner was attempting new innovative programming and 

marketing strategies to pursue growth. 

 

 

United States 

 

 Respondent US1 was the recently appointed president of a family firm that 

manufactured products in the construction industry.  While current business 

operations were stable, in her new capacity she was investigating taking the firm in 

new directions with various new products and niche markets.  

 

 Respondent US2 was the owner of a recycling company that was specializing in a new 

niche recycling market.  Growth was actually a problem for this firm as they could not 

keep up with demand.  Managing and sustaining the growth was a primary concern. 

 

 Respondent US3 was the owner, President and CEO of a long-time family firm.  The 

precision manufacturing industry for the area had reached a saturation point and the 

firm had recently expanded operations to another state to follow their biggest 

customer.  They were in the beginning stages of expanding their product line into a 

completely new emerging market.  

 

 Respondent US4 was the owner of a recycling company that was also specializing in a 

new niche recycling market.  This firm had been in operation for some years and 

while still growing was losing market share to competitors.  The firm was currently 

re-evaluating its market offerings to exploit the surge in demand. 

 



300 

 

 Respondent US5 is the co-founder and President of a software company that provides 

advanced software development, training and consulting services worldwide.  As a 

successful start-up, the company is planning on expanding operations domestically 

(US) and globally. 

 

 Respondent US6 is Vice-President of a research and development company in the 

nano-technology industry.  The company researches and develops nano-related 

materials for a wide range of industries with diverse applications.     

 

 Respondent US7 was in the beginning stages of establishing a web site targeted 

towards the gambling industry.  The entrepreneur was developing the site through 

initial investments in design and partnerships with service providers.   

 

 Respondent US8 is founder and President of a software company that provides online 

sales communications solutions for large and small businesses.  The company can 

enhance clients‟ revenue through software development and professional services and 

is at the forefront of an emerging industry. 

 

 Respondent US9 was the owner/operator of a new franchise operation in the 

healthcare industry.  This service provider has seen tremendous growth in this sector 

his focus was to develop and refine systems coordination within the operation before 

expansion. 

 

 Respondent US10 is President and founder of a bio-tech start-up company.  The firm 

works mainly in research and commercialization to identify new areas that can be 

developed into therapeutics for treatment of patients in the healthcare industry. 

 

 Respondent US11 is the founder of the growing area of social networking websites.  

The company specializes in niche markets and believes to have achieved first-mover 

advantages.  Its goal is to establish and grow the company into a diversified range of 

internet products. 
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 Respondent US12 is a partner in a bio-technology company that focuses on a multi-

disciplinary approach to bringing biomedical product development.  This entrepreneur 

has experience in both academia and industry.  The company aims to bring new 

biotech products to market from the university research setting.  

 

 Respondent US13 is the director and part-owner of a sport complex.  The company 

had reached a point of maturity due to systems capacity.  The owner was now 

investigating options for growth with new partners with similar services. 
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Appendix 4.1 Printed survey (Australia) 

 

 

SMALL BUSINESS SURVEY –  Resources considered important for growth 

Griffith University, David Price (d.price@griffith.edu.au) 

All information is anonymous and confidential 

 

The following questions ask for general information about your company and industry.     

 

Q-1 What are your company's main products and/or services? 

1. ________________________ 2. __________________________ 3.  __________________________ 

  

Q-2 Approximately how many years has your company been in business?  ________ years 

 

 
Q-3 Is your company a family business? (The ownership and management are within a family unit) 

 □ Yes   □ No 

 

 

Q-4  Are you:   □   Male  □   Female 

 

 

Q-5      How would you regard your company‟s position in the market (check one): 

□  Market leader (largest market share)          □  Market challenger (second largest share) 

□  Market follower (smaller but significant share)  □  Market “nicher” (competes in smaller segments) 

 

 

Q-6 The following asks about characteristics of the market or industry for your company.  How much change 

do you foresee in your industry in the following characteristics? (Please circle only one number for each) 

 

 Very  Moderate   Very 

 Few  Number of  Many 

 Changes  Changes  Changes   

Overall size of the market    1 2 3 4 5 6           7 

 

Number of new products    1 2 3 4 5 6           7 

 

Use of technology    1 2 3 4 5 6           7 

 

Market growth      1 2 3 4 5 6           7 

 

Consumer preferences    1 2 3 4 5 6           7 

 

Number of new customers    1 2 3 4 5 6           7 

 

Product features in the market   1 2 3 4 5 6           7 

 

Nature of the overall market   1 2 3 4 5 6           7 

 

Number of competitors    1 2 3 4 5 6           7 

 

Competitors offerings     1 2 3 4 5 6           7 

 

Suppliers offerings     1 2 3 4 5 6           7 
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Regulations regarding the market (number)   1 2 3 4 5 6           7 

 

Q-7 Please indicate on the scale below your level of agreement about the environment your company operates 

in:  

The environment         The environment is    

very safe,  there is                _______________________________________ _  very risky, a false  

little threat to survival  1 2 3 4 5 6 7 step can be our  

and well-being    undoing 

             

The environment          The environment is 

is rich in investment   _____________________________________ very stressful, hostile 

and marketing  1 2 3 4 5 6 7 it is very hard to 

opportunities         keep afloat 

     

An environment my              Dominating environment; 

firm can control;   _____________________________________  my firm counts for  

little competition                               very little; tremendous 

few hindrances  1 2 3 4 5 6 7            competitive, political  

 and technological 

forces      

          

         

The following questions ask about your company‟s general strategy.  Please follow instructions for 

each question.   

 

Q-8 Please use the rating scale below to indicate the level of importance for each item as it relates to your 

company, ranging from “1” for Not Emphasized to “7” for Highly Emphasized.   
  

 Not    Highly  

 Emphasized  Neither  Emphasized   

1. Superior service    1 2 3 4 5 6 7 

 

2. Quality control     1 2 3 4 5 6 7 

                         

3. Satisfaction of customer needs   1 2 3 4 5 6 7 

 

4. High quality products    1 2 3 4 5 6 7 

 

5. Product/service development and innovation 1 2 3 4 5 6 7 

                         

6. Innovative marketing    1 2 3 4 5 6 7 

 

7. Superior technology    1 2 3 4 5 6 7 

 

 

Q-9 Please indicate the level of favourability, ranging from “1” Highly Unfavourable to “7” Highly 

Favourable. 

 

 Highly    Highly 

    Unfavourable  Neither  Favourable   

This company has up-to-date equipment  

and computer technology    1 2 3 4 5 6 7 

 

We have employees with international experience 1 2 3 4 5 6 7 
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This company has strategic alliances/linkages 1 2 3 4 5 6 7 

 

This company has key customer service abilities 1 2 3 4 5 6 7 

 

This company has unique products & services 1 2 3 4 5 6 7 

 

 

Q-10 Please indicate for each question below the level of importance ranging from “1” Disagree Completely 

to “7” Agree Completely (please only circle one response for each statement) 

 

      Neither 

      Disagree    Agree nor  Agree 

        Completely     Disagree  Completely   

1. We are among the first to implement progressive  

     and innovative processes and practices  1 2 3 4 5 6 7 

 

2. The management of our company supports   

     projects that are associated with higher risks  

     and returns     1 2 3 4 5 6 7 

 

3. We actively observe and adopt best practices  1 2 3 4 5 6 7 

 

4. We actively observe new practices and exploit 

     them in our own business   1 2 3 4 5 6 7 

 

5. We recognize early on such technological changes  

     that may have an effect on our business  1 2 3 4 5 6 7 

 

6. We are able to take on unexpected opportunities 1 2 3 4 5 6 7 

 

7. We search for new practices all the time  1 2 3 4 5 6 7 

 

8. In uncertain decision-making situations we prefer  

     bold action to make sure that possibilities are  

     exploited     1 2 3 4 5 6 7 

 

9. We allocate our resources continuously to new  

     and promising operation areas of our business 1 2 3 4 5 6 7 

 

 

Q-11 The following are considered to be strategic priorities for many companies.  Please rank the following 

as they pertain to your company from 1 = the most important on your priority list, to 9 = the least 

important.  Please make sure you use all numbers from 1 through 9. 

A □ Nurture a protected market D □ Economies of scale  G □ Market timing  

(You focus on current customers)  (Focus on high productivity) (Sense opportunities and act 

accordingly)  

B □Isolate firm from rivals  E □Market share control H □ Information 

  



305 

 

(Separate firm from competitors)  (Gaining more customers)  (Information on all aspects of 

business) 

C □Extract temporary profits  F □ Build brand loyalty   I □ Speed of response 
(Focus on short-term profitability)  (Happy, returning customers)     (Quick and responsive to 

situations) 

 

 

Q-12  These questions ask about sources of funding (not amounts).  Please indicate with a check mark 

all the applicable sources of funding for your business.  Note: More than one response can be chosen. 

 

□ Commercial (traditional) banks   □ Commercial finance or leasing companies 

□ Family, friends and other relatives  □ Venture capital firms 

□ State loan/grant programs   □ Special program funding (minority, women, etc.) 

□ Federal loan/grant programs   □ Private / individual investors 

□ Regional loan/grant programs   □ Funding has solely come from business operations 

□ Local/municipal loans or grants   □ Personal savings 

 

Q-13 1. Has your company received advisory assistance from government sources?  □   Yes □ No 

2. If yes, indicate: □ City  □ State   □ Federal  □ Regional  □ Other 

 

Q-14: This section asks about your company‟s relationships, its employees and how it uses knowledge.  

Please indicate for each question below the level of importance ranging from “1” Strongly Disagree 

to “7” Strongly Agree. (Please circle only one response for each statement)   

 

   Neither 

 Strongly  Agree nor  Strongly 

 Disagree  Disagree  Agree   

1. Our business maintains close relationships with   

our key customers    1 2 3 4 5 6 7 

2. Our business maintains close relationship with    

our key suppliers     1 2 3 4 5 6 7 

3. Our business has close relationships with  

government officials    1 2 3 4 5 6 7 

4. Our business has close relationships with  

university professors, scientists, or engineers  1 2 3 4 5 6 7 

5. Our business has close relationships with bankers 

and financial institution people   1 2 3 4 5 6 7 

6. Our business has close relationships with people  

who sit on the board of directors of other firms 1 2 3 4 5 6 7 

7. Our business has close relationships with people  

who sit on government committees in our industry 1 2 3 4 5 6 7 

8. Our business has close relationships with key 

members in trade & industry associations  1 2 3 4 5 6 7 

 

9. Our company exchanges knowledge with our  

business partners     1 2 3 4 5 6 7 

 

10. Our company can acquire knowledge about  

 new products/services within our industry  1 2 3 4 5 6 7 
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11. Our company can acquire knowledge about 

 our competitors within our industry  1 2 3 4 5 6 7 

 

12. Our company can convert competitive  

 information into plans of action   1 2 3 4 5 6 7 

 

13. Our company takes knowledge from  

individuals and uses it in the organization  1 2 3 4 5 6 7 

 

                          Neither 

 Strongly  Agree nor  Strongly 

 Disagree  Disagree  Agree   

14. Our company can integrate different sources 

 and types of knowledge     1 2 3 4 5 6 7 

 

15. Our company can apply knowledge learned  

 from our mistakes/experiences   1 2 3 4 5 6 7 

 

16. Our company can use knowledge to develop  

new products/services    1 2 3 4 5 6 7 

 

17. Our company uses knowledge to improve  

efficiency      1 2 3 4 5 6 7 

 

18. Our company quickly applies knowledge to  

critical competitive needs and problems  1 2 3 4 5 6 7 

 

19. Our employees have a suitable education 

 to fulfill their jobs    1 2 3 4 5 6            7 

 

20. Our employees are well trained   1 2 3 4 5 6            7 

 

21. Our employees hold suitable work experience  

for accomplishing their job successfully  1 2 3 4 5 6            7 

 

22. Our employees are well skilled professionally  

to accomplish their job successfully   1 2 3 4 5 6            7 

 

23. No one knows their job better than our  

employees     1 2 3 4 5 6            7 

 

24. Problems here are easy to solve once employees 

understand the consequences of their actions,  

a skill they have acquired    1 2 3 4 5 6            7 

 

25. Our employees do not know why, but sometimes  

when they are supposed to be in control they feel  

they are being manipulated   1 2 3 4 5 6            7 

 

26. If anyone can find an answer, it is our  

employees     1 2 3 4 5 6            7 

 

27. Employees go home the same way they arrived,   

feeling they‟ve not accomplished much  1 2 3 4 5 6            7 

 

28. Considering the time spent on the job,  

employees feel thoroughly familiar with their tasks 1 2 3 4 5 6            7 
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29. Doing this job well is required in itself  1 2 3 4 5 6            7 

 

30. Mastering their jobs meant a lot to our  

employees     1 2 3 4 5 6            7 

 

 

Q-15: This section asks about the way your company handles resource management issues. Please indicate for 

each question below the level of importance ranging from “1” Strongly Disagree to “7” Strongly Agree. Please 

circle only one response for each statement.  

 

                   Neither 

 Strongly  Agree nor  Strongly 

 Disagree  Disagree  Agree   

1. Management shows strong leadership, partly   

through creating a team-building atmosphere  1 2 3 4 5 6 7 

 

2. This company finds creative and innovative  

ways to get the job done    1 2 3 4 5 6 7 

 

3. Roadblocks merely represent challenges to be  

overcome     1 2 3 4 5 6 7 

 

4. As the business proceeds, subsequent new  

opportunities emerge, which we recognize,  

evaluate and exploit    1 2 3 4 5 6 7 

 

5. The business model we have is important,  

but it must incorporate change      1 2 3 4 5 6 7 

 

6. Our company is organized so that we can adapt  

to different situations quickly and easily   1 2 3 4 5 6 7 

 

7. The company must stay flexible, for both  

strategic and everyday decisions      1 2 3 4 5 6 7 

 

8. If we want something done, we utilize others,  

in and outside our company to make it happen  1 2 3 4 5 6 7 

 

9. We cannot achieve high growth alone     1 2 3 4 5 6 7 

 
7. The company is very aware of the total 

environment and applies it to decisions  1 2 3 4 5 6 7 

 

8. Networking, information scanning and intuition 

combine to guide decisions at critical moments  1 2 3 4 5 6 7 

 

9. We are not bogged down in the clutter of  

daily concerns        1 2 3 4 5 6 7 

 
9. Short-term issues and problems are “seen through” 

the lens of the big picture, long-term direction of  

the company        1 2 3 4 5 6 7 
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The following questions ask for information in general about your company‟s performance.  It is not 

intended to ask for confidential information; therefore, there are quite broad intervals for your 

answers.  This is only used to estimate how different companies responded to questions and all 

information is grouped together as statistics. 

 
 

Q-16 Please mark the approximate figures for employees for your business in the last four years (if 

applicable).  (Please indicate for each year)  

 

        Number of employees        2004                    2005                     2006                    2007  

             

   (Indicate for each year)    ____  ____  ____  ____ 

  

 

Q-17 Please circle the interval figure that best indicates the annual sales growth of your company for the last 

three years.  Estimates can be applied.  (Please circle only one number for each year) 

 

 Year Average Growth (percentage)   

 2004  loss%     same 1-5% 6-10% 11-20% 21-30% more than 30% 

 2005 loss%    same 1-5% 6-10% 11-20% 21-30% more than 30% 

 2006 loss%    same 1-5% 6-10% 11-20% 21-30% more than 30% 

 2007 (estimate) loss%    same 1-5% 6-10% 11-20% 21-30% more than 30%   

 

 

Q-18 Please indicate your agreement or disagreement with the following statements about your company.   

 (Please circle only one number for each of the statements) 

 

   Neither 

 Strongly  Agree nor  Strongly 

 Disagree  Disagree  Agree   

1. Our company is exceeding our sales goal.  1 2 3 4 5 6 7 

 

2. Our company is exceeding our growth goal. 1 2 3 4 5 6 7 

 

3. Our company is performing well.   1 2 3 4 5 6 7 

 

4. We perform better than our competitors  1 2 3 4 5 6 7 

 

5. We intend to significantly increase production    1 2 3 4 5 6 7 

 

6. We intend to open new locations      1 2 3 4 5 6 7 

 

7. We intend to introduce new products/services    1 2 3 4 5 6 7 
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Q-19 How satisfied have you been with your company‟s performance during the last three years considering 

the following aspects?  Ranging from “1” for Strongly Dissatisfied to “7” for Strongly Satisfied.  
(Please circle only one number for each of the statements) 

   Neither 

 Strongly  Satisfied  nor  Strongly 

 Dissatisfied  Dissatisfied  Satisfied   

1. Sales volume                1 2 3 4 5 6 7 

 

2. Market share                     1 2 3 4 5 6 7 

 

3. Profitability                1 2 3 4 5 6 7 

 

4. Market access                1 2 3 4 5 6 7 

 

5. Development of image/reputation  1 2 3 4 5 6 7 

 

6. Development of know-how       1 2 3 4 5 6 7 

 

7. As a whole                     1 2 3 4 5 6 7 

 

 

 

Is there anything else you would like to share with us about your business and/or this questionnaire? 
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THANK YOU for your time to complete the survey. 

Please return the completed survey in the pre-paid envelope provided 

 

A random drawing for four (4) $50 fuel vouchers will be done after all 

survey responses have been received and the information compiled.  To 

help maintain anonymity, put only your first name and preferred contact 

information.  

First Name: _____________________  

Contact Number: _______________________ Email: _________________________ 
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Appendix 4.2 Printed survey (United States) 

 

 

SMALL BUSINESS SURVEY –  Resources considered important for growth 

Washburn University, David Price (david.price@washburn.edu) 

All information is anonymous and confidential 

 

The following questions ask for general information about your company and industry.     

 

Q-1 What are your company's main products and/or services? 

2. ________________________ 2. __________________________ 3.  ___________________________ 

  

Q-2 Approximately how many years has your company been in business?  ________ years 

 

 
Q-3 Is your company a family business? (The ownership and management are within a family unit) 

 □ Yes   □ No 

 

Q-4  Are you:   □   Male  □   Female 

 

Q-5      How would you regard your company‟s position in the market (check one): 

□  Market leader (largest market share)           □  Market challenger (second largest share) 

□  Market follower (smaller but significant share)  □  Market “nicher” (competes in smaller segments) 

 

 

Q-6 The following asks about characteristics of the market or industry for your company.  How much change 

do you foresee in your industry in the following characteristics? (Please circle only one number for each) 

 

 Very  Moderate   Very 

 Few  Number of  Many 

 Changes  Changes  Changes   

Overall size of the market    1 2 3 4 5 6          7 

 

Number of new products    1 2 3 4 5 6          7 

 

Use of technology    1 2 3 4 5 6          7 

 

Market growth      1 2 3 4 5 6          7 

 

Consumer preferences    1 2 3 4 5 6          7 

 

Number of new customers    1 2 3 4 5 6          7 

 

Product features in the market   1 2 3 4 5 6          7 

 

Nature of the overall market   1 2 3 4 5 6          7 

 

Number of competitors    1 2 3 4 5 6          7 

 

Competitors offerings     1 2 3 4 5 6          7 

 

Suppliers offerings     1 2 3 4 5 6          7 

 

Regulations regarding the market (number)   1 2 3 4 5 6          7 
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Q-7 Please indicate on the scale below your level of agreement about the environment your company operates 

in:  

The environment         The environment is    

very safe,  there is                _______________________________________ _  very risky, a false  

little threat to survival  1 2 3 4 5 6 7 step can be our  

and well-being    undoing 

             

The environment          The environment is 

is rich in investment   _____________________________________ very stressful, hostile 

and marketing  1 2 3 4 5 6 7 it is very hard to 

opportunities         keep afloat 

     

An environment my              Dominating environment; 

firm can control;   _____________________________________  my firm counts for  

little competition                               very little; tremendous 

few hindrances  1 2 3 4 5 6 7            competitive, political  

 and technological 

forces      

          

The following questions ask about your company‟s general strategy.  Please follow instructions for 

each question.   

 

Q-8 Please use the rating scale below to indicate the level of importance for each item as it relates to your 

company, ranging from “1” for Not Emphasized to “7” for Highly Emphasized.   
  

 Not    Highly  

 Emphasized  Neither  Emphasized   

1. Superior service    1 2 3 4 5 6 7 

 

2. Quality control     1 2 3 4 5 6 7 

                         

3. Satisfaction of customer needs   1 2 3 4 5 6 7 

 

4. High quality products    1 2 3 4 5 6 7 

 

5. Product/service development and innovation 1 2 3 4 5 6 7 

                         

6. Innovative marketing    1 2 3 4 5 6 7 

 

7. Superior technology    1 2 3 4 5 6 7 

 

 

Q-9 Please indicate the level of favorability, ranging from “1” Highly Unfavorable to “7” Highly Favorable. 

 

 

 Highly    Highly 

    Unfavorable  Neither  Favorable   

This company has up-to-date equipment  

and computer technology    1 2 3 4 5 6 7 

 

We have employees with international experience 1 2 3 4 5 6 7 

 

This company has strategic alliances/linkages 1 2 3 4 5 6 7 

 

This company has key customer service abilities 1 2 3 4 5 6 7 
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This company has unique products & services 1 2 3 4 5 6 7 

 

 

Q-10 Please indicate for each question below the level of importance ranging from “1” Disagree Completely 

to “7” Agree Completely (please only circle one response for each statement) 

 

      Neither 

      Disagree    Agree nor  Agree 

        Completely     Disagree  Completely   

1. We are among the first to implement progressive  

     and innovative processes and practices  1 2 3 4 5 6 7 

 

2. The management of our company supports   

     projects that are associated with higher risks  

     and returns     1 2 3 4 5 6 7 

 

3. We actively observe and adopt best practices  1 2 3 4 5 6 7 

 

4. We actively observe new practices and exploit 

     them in our own business   1 2 3 4 5 6 7 

 

5. We recognize early on such technological changes  

     that may have an effect on our business  1 2 3 4 5 6 7 

 

6. We are able to take on unexpected opportunities 1 2 3 4 5 6 7 

 

7. We search for new practices all the time  1 2 3 4 5 6 7 

 

8. In uncertain decision-making situations we prefer  

     bold action to make sure that possibilities are  

     exploited     1 2 3 4 5 6 7 

 

9. We allocate our resources continuously to new  

     and promising operation areas of our business 1 2 3 4 5 6 7 

 

 

Q-11 The following are considered to be strategic priorities for many companies.  Please rank the following 

as they pertain to your company from 1 = the most important on your priority list, to 9 = the least 

important.  Please make sure you use all numbers from 1 through 9. 

A □ Nurture a protected market D □ Economies of scale  G □ Market timing  

(You focus on current customers)  (Focus on high productivity) (Sense opportunities and act 

accordingly)  

B □Isolate firm from rivals  E □Market share control H □ Information  

(Separate firm from competitors)  (Gaining more customers)  (Information on all aspects of 

business) 
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C □Extract temporary profits  F □ Build brand loyalty   I □ Speed of response 
(Focus on short-term profitability)  (Happy, returning customers)     (Quick and responsive to 

situations) 

 

 

Q-12  These questions ask about sources of funding (not amounts).  Please indicate with a check mark 

all the applicable sources of funding for your business.  Note: More than one response can be chosen. 

 

□ Commercial (traditional) banks   □ Commercial finance or leasing companies 

□ Family, friends and other relatives  □ Venture capital firms 

□ State loan/grant programs   □ Special program funding (minority, women, etc.) 

□ Federal loan/grant programs   □ Private / individual investors 

□ Regional loan/grant programs   □ Funding has solely come from business operations 

□ Local/municipal loans or grants   □ Personal savings 

 

Q-13 1. Has your company received advisory assistance from government sources?  □   Yes □ No 

2. If yes, indicate: □ City  □ State   □ Federal  □ Regional  □ Other 

 

Q-14: This section asks about your company‟s relationships, its employees and how it uses knowledge.  

Please indicate for each question below the level of importance ranging from “1” Strongly Disagree 

to “7” Strongly Agree. (Please circle only one response for each statement)   

 

   Neither 

 Strongly  Agree nor  Strongly 

 Disagree  Disagree  Agree   

1. Our business maintains close relationships with   

our key customers    1 2 3 4 5 6 7 

2. Our business maintains close relationship with    

our key suppliers     1 2 3 4 5 6 7 

3. Our business has close relationships with  

government officials    1 2 3 4 5 6 7 

4. Our business has close relationships with  

university professors, scientists, or engineers  1 2 3 4 5 6 7 

5. Our business has close relationships with bankers 

and financial institution people   1 2 3 4 5 6 7 

6. Our business has close relationships with people  

who sit on the board of directors of other firms 1 2 3 4 5 6 7 

7. Our business has close relationships with people  

who sit on government committees in our industry 1 2 3 4 5 6 7 

8. Our business has close relationships with key 

members in trade & industry associations  1 2 3 4 5 6 7 

 

9. Our company exchanges knowledge with our  

business partners     1 2 3 4 5 6 7 

 

10. Our company can acquire knowledge about  

 new products/services within our industry  1 2 3 4 5 6 7 

 

11. Our company can acquire knowledge about 
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 our competitors within our industry  1 2 3 4 5 6 7 

 

12. Our company can convert competitive  

 information into plans of action   1 2 3 4 5 6 7 

 

13. Our company takes knowledge from  

individuals and uses it in the organization  1 2 3 4 5 6 7 

 

                          Neither 

 Strongly  Agree nor  Strongly 

 Disagree  Disagree  Agree   

14. Our company can integrate different sources 

 and types of knowledge     1 2 3 4 5 6 7 

 

15. Our company can apply knowledge learned  

 from our mistakes/experiences   1 2 3 4 5 6 7 

 

16. Our company can use knowledge to develop  

new products/services    1 2 3 4 5 6 7 

 

17. Our company uses knowledge to improve  

efficiency      1 2 3 4 5 6 7 

 

18. Our company quickly applies knowledge to  

critical competitive needs and problems  1 2 3 4 5 6 7 

 

19. Our employees have a suitable education 

 to fulfill their jobs    1 2 3 4 5 6            7 

 

20. Our employees are well trained   1 2 3 4 5 6            7 

 

21. Our employees hold suitable work experience  

for accomplishing their job successfully  1 2 3 4 5 6            7 

 

22. Our employees are well skilled professionally  

to accomplish their job successfully   1 2 3 4 5 6            7 

 

23. No one knows their job better than our  

employees     1 2 3 4 5 6            7 

 

24. Problems here are easy to solve once employees 

understand the consequences of their actions,  

a skill they have acquired    1 2 3 4 5 6            7 

 

25. Our employees do not know why, but sometimes  

when they are supposed to be in control they feel  

they are being manipulated   1 2 3 4 5 6            7 

 

26. If anyone can find an answer, it is our  

employees     1 2 3 4 5 6            7 

 

27. Employees go home the same way they arrived,   

feeling they‟ve not accomplished much  1 2 3 4 5 6            7 

 

28. Considering the time spent on the job,  

employees feel thoroughly familiar with their tasks 1 2 3 4 5 6            7 

 

29. Doing this job well is required in itself  1 2 3 4 5 6            7 
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30. Mastering their jobs meant a lot to our  

employees     1 2 3 4 5 6            7 

 

 

Q-15: This section asks about the way your company handles resource management issues. Please indicate for 

each question below the level of importance ranging from “1” Strongly Disagree to “7” Strongly Agree. Please 

circle only one response for each statement.  

  

   Neither 

 Strongly  Agree nor  Strongly 

 Disagree  Disagree  Agree   

1. Management shows strong leadership, partly   

through creating a team-building atmosphere  1 2 3 4 5 6 7 

 

2. This company finds creative and innovative  

ways to get the job done    1 2 3 4 5 6 7 

 

3. Roadblocks merely represent challenges to be  

overcome     1 2 3 4 5 6 7 

 

4. As the business proceeds, subsequent new  

opportunities emerge, which we recognize,  

evaluate and exploit    1 2 3 4 5 6 7 

 

5. The business model we have is important,  

but it must incorporate change      1 2 3 4 5 6 7 

 

6. Our company is organized so that we can adapt  

to different situations quickly and easily   1 2 3 4 5 6 7 

 

7. The company must stay flexible, for both  

strategic and everyday decisions      1 2 3 4 5 6 7 

 

8. If we want something done, we utilize others,  

in and outside our company to make it happen  1 2 3 4 5 6 7 

 

9. We cannot achieve high growth alone     1 2 3 4 5 6 7 

 
10. The company is very aware of the total 

environment and applies it to decisions  1 2 3 4 5 6 7 

 

11. Networking, information scanning and intuition 

combine to guide decisions at critical moments  1 2 3 4 5 6 7 

 

12. We are not bogged down in the clutter of  

daily concerns        1 2 3 4 5 6 7 

 
13. Short-term issues and problems are “seen through” 

the lens of the big picture, long-term direction of  

the company        1 2 3 4 5 6 7 
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The following questions ask for information in general about your company‟s performance.  It is not 

intended to ask for confidential information; therefore, there are quite broad intervals for your 

answers.  This is only used to estimate how different companies responded to questions and all 

information is grouped together as statistics. 

 
 

Q-16 Please mark the approximate figures for employees for your business in the last four years (if 

applicable).  (Please indicate for each year)  

 

        Number of employees        2004                    2005                     2006                    2007  

             

   (Indicate for each year)    ____  ____  ____  ____ 

  

 

 

Q-17 Please circle the interval figure that best indicates the annual sales growth of your company for the last 

three years.  Estimates can be applied.  (Please circle only one number for each year) 

 

 Year Average Growth (percentage)   

 2004 loss%     same 1-5% 6-10% 11-20% 21-30% more than 30% 

 2005 loss%    same 1-5% 6-10% 11-20% 21-30% more than 30% 

 2006 loss%    same 1-5% 6-10% 11-20% 21-30% more than 30% 

 2007  loss%    same 1-5% 6-10% 11-20% 21-30% more than 30%   

 

 

Q-18 Please indicate your agreement or disagreement with the following statements about your company.   

 (Please circle only one number for each of the statements) 

 

   Neither 

 Strongly  Agree nor  Strongly 

 Disagree  Disagree  Agree   

1. Our company is exceeding our sales goal.  1 2 3 4 5 6 7 

 

2. Our company is exceeding our growth goal. 1 2 3 4 5 6 7 

 

3. Our company is performing well.   1 2 3 4 5 6 7 

 

4. We perform better than our competitors  1 2 3 4 5 6 7 

 

5. We intend to significantly increase production    1 2 3 4 5 6 7 

 

6. We intend to open new locations      1 2 3 4 5 6 7 

 

7. We intend to introduce new products/services    1 2 3 4 5 6 7 
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Q-19 How satisfied have you been with your company‟s performance during the last three years considering 

the following aspects?  Ranging from “1” for Strongly Dissatisfied to “7” for Strongly Satisfied.  
(Please circle only one number for each of the statements) 

   Neither 

 Strongly  Satisfied  nor  Strongly 

 Dissatisfied  Dissatisfied  Satisfied   

1. Sales volume                1 2 3 4 5 6 7 

 

2. Market share                     1 2 3 4 5 6 7 

 

3. Profitability                1 2 3 4 5 6 7 

 

4. Market access                1 2 3 4 5 6 7 

 

5. Development of image/reputation  1 2 3 4 5 6 7 

 

6. Development of know-how       1 2 3 4 5 6 7 

 

7. As a whole                     1 2 3 4 5 6 7 

 

 

 

Is there anything else you would like to share with us about your business and/or this questionnaire? 
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THANK YOU for your time to complete the survey. 

Please return the completed survey in the pre-paid envelope provided 

 

A random drawing for four (4) $50 fuel vouchers will be done after all 

survey responses have been received and the information compiled.  To 

help maintain anonymity, put only your first name and preferred contact 

information.  

First Name: _____________________  

Contact Number: _______________________ Email: _________________________ 
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Appendix 4.3 Online survey (Australia) 

 
What are your companys main products and/or services? 

 

 

 

 

 

 

Approximately how many years has your company been in business? 

 

 

 

 

 

 

Is your company a family business? (The ownership and management are within a family unit) 

1. Yes 

2. No 

 

Are you: 

1. Male 

2. Female 

 

How would you regard your companys position in the market? 

1. Market leader (largest market share) 

2. Market challenger (second largest market share) 

3. Market follower (smaller but significant market share) 

4. Market nicher (competes in smaller segments) 

 

The following asks about the characteristics of the market or industry for your company. How much change do 

you forsee in your industry in the following characteristics? Please indicate your preference ranging from 1 for 

Very Few Changes to 7 for Very Many Changes 

 

 Very few 

changes      

 

1 

 

 

 

2 

 

 

 

3 

Moderate 

number of 

changes   

4 

 

 

 

5 

 

 

 

6 

Very 

many 

changes   

7 

Overall size of the market ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Number of new products ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Use of technology ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Market growth ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Consumer preferences ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Number of new customers ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Product features in the market ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Nature of the overall market ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Number of competitors ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Competitors offerings ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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Supplier offerings 
❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Regulations regarding the market (number) ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please indicate on the scales below your level of agreement about the environment your company operates in: 

 

The environment is very safe, 

there is little threat to survival 

and well-being 

1 

 

 

 

2 

 

 

 

3 

 

 

 

4 

 

 

 

5 

 

 

 

6 

The environment is very risky, a 

false step can be our undoing 

 

7 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 
The environment is rich in 

investment and marketing 

opportunities 

1 

 

 

 

2 

 

 

 

3 

 

 

 

4 

 

 

 

5 

 

 

 

6 

The environment is very 

stressful, hostile, it is very hard 

to keep afloat 

7 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 
An environment my firm can 

control; little competition; few 

hindrances 

 

1 

 

 

 

 

2 

 

 

 

 

3 

 

 

 

 

4 

 

 

 

 

5 

 

 

 

 

6 

Dominating environment; my 

firm counts for very little; 

tremendous competitive, 

political & technological forces 

7 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please use the rating scale below to indicate the level of importance for each item as it relates to your company, 

ranging from 1 for Not Emphasized to 7 for Highly Emphasized.  

 

 Not 

Emphasised

1 

 

 

2 

 

 

3 

Neither      

 

4 

 

 

5 

 

 

6 

Highly 

Emphasised    

7 

Superior service ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Quality control ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Satisfaction of customer needs ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
High quality products ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Product/service development and 

innovation ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Innovative marketing ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Superior technology 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please indicate the level of favourability, ranging from 1 for Highly Unfavourable to 7 for Highly Favourable.  

 

 Highly 

Unfavourable

1 

 

 

2 

 

 

3 

Neither     

 

4 

 

 

5 

 

 

6 

Highly 

Favourable   

7 

This company had up-to-date 

equipment and computer technology ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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We have employees with international 

experience ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
This company has strategic 

alliances/linkages ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
This company has key customer service 

abilities ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
This company has unique products and 

services ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please indicate for each question below the level of importance ranging from 1 for Disagree Completely to 7 for 

Agree Completely.  

 

 Disagree 

Completely     

 

1 

 

 

 

2 

 

 

 

3 

Neither 

Agree nor 

Disagree  

4 

 

 

 

5 

 

 

 

6 

Agree 

Completely   

 

7 

We are among the first to implement 

progressive and innovative processes 

and practices 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

The management of our company 

supports projects that are associated 

with higher risks and returns 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We actively observe and adopt best 

practices ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We actively observe new practices and 

exploit them in our own business ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We recognise early on such 

technological changes that may have an 

effect on our business 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We are able to take on unexpected 

opportunities ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We search for new practices all the time ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
In uncertain decision-making situations 

we prefer bold action to make sure that 

possibilities are exploited 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We allocate our resources continuously 

to new and promising operation areas of 

our business 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 

The following are considered to be strategic priorities for many companies.  Please rank the following as they 

pertain to your company from 1 = the most important on your priority list, to 9 = the least important.  

 Nurture a protected market (you focus on current customers) __________ 

 Isolate firm from rivals (separating firm from competitors) __________ 

 Extract temporary profits (a focus on short-term profitability) __________ 

 Economies of scale (a focus on high productivity) __________ 

 Market share control (gaining more customers) __________ 

 Build brand loyalty (happy, returning customers) __________ 

 Market timing (sensing opportunities and act accordingly) __________ 

 Information (on all aspects of the business) __________ 

 Speed of response (quick and responsive to situations) __________ 

 

 

These questions ask about sources of funding (not amounts).  Please indicate all applicable sources of funding 

for your business.  (Note: More than one response can be chosen) 

 

Commercial (traditional) banks ❏ 
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Family, friends and other relatives 
❏ 

State loan/grant programs ❏ 
Federal loan/grant programs ❏ 
Regional loan/grant programs ❏ 
Local/municipal loans or grants ❏ 
Commercial finance or leasing companies ❏ 
Venture capital firms ❏ 
Special program funding (e.g. minority, women, etc.) ❏ 
Private / individual investors ❏ 
Funding has solely come from business operations ❏ 
Personal savings ❏ 

 
Has your company received advisory assistance from government sources? 

1. Yes 

2. No 

 

If you answered yes to the previous question, please indicate: 

1. City 

2. State 

3. Federal 

4. Regional 

5. Other 

 

This section asks about your companys relationships, employees and how it uses knowledge.  Please indicate for 

each question below the level of importance ranging from 1 for Disagree Completely to 7 for Agree Completely.  

 

 Disagree 

Completely      

 

1 

 

 

 

2 

 

 

 

3 

Neither 

Agree nor 

Disagree  

4 

 

 

 

5 

 

 

 

6 

Agree 

Completely   

 

7 

Our business maintains close relationships 

with our key customers ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our business maintains close relationships 

with our key suppliers ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our business has close relationships with 

government officials ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our business has close relationships with 

university professors, scientists or 

engineers 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our business has close relationships with 

bankers and financial institution people ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our business has close relationships with 

people who sit on the board of directors of 

other firms 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our business has close relationships with 

people who sit on government committees 

in our industry 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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Our business has close relationships with 

key members of trade and industry 

associations 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our company exchanges knowledge with 

our business partners ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can acquire knowledge 

about new products/services in our 

industry 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our company can acquire knowledge 

about our competitors within our industry ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can convert competitive 

information into plans of action ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company takes knowledge from 

individuals and uses it in the organisation ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can integrate different 

sources and types of knowledge ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can apply knowledge 

learned from our mistakes/experiences ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can use knowledge to 

develop new products/services ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company uses knowledge to improve 

efficiency ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company quickly applies knowledge 

to critical competitive needs and problems ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our employees have a suitable education 

to fulfill their jobs ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our employees are well trained ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our employees hold suitable work 

experience for accomplishing their job 

successfully 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our employees are well skilled 

professionally to accomplish their job 

successfully 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

No one knows their job better than our 

employees ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Problems here are easy to solve once 

employees understand the consequences 

of their actions, a skill they have acquired 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our employees do not know why, but 

sometimes when they are supposed to be 

in control they feel they are being 

manipulated 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

If anyone can find an answer, it is our 

employees ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Employees go home the same way they 

arrived, feeling they‟ve not accomplished 

much 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Considering the time spent on the job, 

employees feel thoroughly familiar with 

their tasks 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Doing this job well is required in itself ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Mastering their jobs means a lot to our 

employees ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
This section asks about the way your company handles resource management issues.  Please indicate for each 

question below the level of importance ranging from 1 Strongly Disagree to 7 for Strongly Agree.  



325 

 

 

 Strongly 

Disagree   

 

1 

 

 

 

2 

 

 

 

3 

Neither 

Agree nor 

Disagree   

4 

 

 

 

5 

 

 

 

6 

Strongly 

Agree       

 

7 

Management shows strong leadership, 

partly through creating a team-building 

atmosphere 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

This company finds creative and innovative 

ways to get the job done ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Roadblocks merely represent challenges to 

be overcome ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
As the business proceeds, subsequent new 

opportunities emerge, which we recognise, 

evaluate and exploit 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

The business model we have is important, 

but it must incorporate change ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company is organised so that we can 

adapt to different situations quickly and 

easily 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

The company must stay flexible, for both 

strategic and everyday decisions ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
If we want something done, we utilise 

others, in and outside our company to make 

it happen 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We cannot achieve high growth alone ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company is very aware of the total 

environment and applies it to decisions ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Networking, information scanning and 

intuition combine to guide decisions at 

critical moments 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We are not bogged down in the clutter of 

daily concerns ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Short-term issues and problems are seen 

through the lens of the big picture, focusing 

on the long-term direction of the company 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
The following questions ask for information in general about your companys performance.  It is not intended to 

ask for confidential information; therefore, there are quite broad intervals for your answers.  This is only used to 

estimate how different companies responded to questions and all information is grouped together as statistics. 

Please mark the approximate figures for employees for your business in the last four years (if applicable). 

 

 2004 2005 2006 2007 

Number of Employees ❏ ❏ ❏ ❏ 

 
Please indicate the figure that best describes the annual sales growth of your company for the last four years 

(estimates can be applied). 

 loss % same 1 - 5% 6 - 10% 11 - 20% 21 - 30% More than 

30% 

2004 ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
2005 ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
2006 ❏ ❏ ❏ ❏ ❏ ❏ ❏ 



326 

 

2007 
❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please indicate your agreement or disagreement with the following statements about your company, ranging 

from 1 for Disagree Completely to 7 for Agree Completely.  

 

 Disagree 

Completely  

 

1 

 

 

 

2 

 

 

 

3 

Neither 

Agree nor 

Disagree  

4 

 

 

 

5 

 

 

 

6 

Agree 

Completely  

 

7 

Our company is exceeding our sales goal ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company is exceeding our growth 

goal ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company is performing well ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We perform better than our competitors ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We intend to significantly increase 

production ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We intend to open new locations ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We intend to introduce new 

products/services ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
How satisfied have you been with your companys performance during the last three years considering the 

following aspects?  Please indicate ranging from 1 for Strongly Dissatisfied to 7 for Strongly Satisfied.  

 

 Strongly 

Dissatisfied 

 

 

1 

 

 

 

 

2 

 

 

 

 

3 

Neither 

Satisfied 

nor 

Dissatisfied

4 

 

 

 

 

5 

 

 

 

 

6 

Strongly 

Satisfied      

 

 

7 

Sales volume ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Market share ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Profitability ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Market access ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Development of image/reputation ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Development of know-how ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
As a whole 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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Is there anything else you would like to share with us about your business and/or this questionnaire? 

 

 

 

 

 

 

 

A random drawing for four (4) $50 fuel vouchers will be done after all survey responses have been received and 

the information compiled.  To help maintain anonymity, please indicate only a first name and preferred method 

with contact information below. 
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Appendix 4.4 Online survey (United States) 

 
What are your companys main products and/or services? 

 

 

 

 

 

 

Approximately how many years has your company been in business? 

 

 

 

 

 

 

 

Is your company a family business? (The ownership and management are within a family unit) 

1. Yes 

2. No 

 

Are you: 

1. Male 

2. Female 

 

How would you regard your companys position in the market? 

1. Market leader (largest market share) 

2. Market challenger (second largest market share) 

3. Market follower (smaller but significant market share) 

4. Market nicher (competes in smaller segments) 

 

The following asks about the characteristics of the market or industry for your company. How much change do 

you forsee in your industry in the following characteristics? Please indicate your preference ranging from 1 for 

Very Few Changes to 7 for Very Many Changes  

 

 Very Few 

Changes      

 

1 

 

 

 

2 

 

 

 

3 

Moderate

Number of 

Changes  

4 

 

 

 

5 

 

 

 

6 

Very Many 

Changes          

 

7 

Overall size of the market ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Number of new products ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Use of technology ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Market growth ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Consumer preferences ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Number of new customers ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Product features in the market ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Nature of the overall market ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Number of competitors ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Competitors offerings ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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Supplier offerings 
❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Regulations regarding the market 

(number) ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please indicate on the scales below your level of agreement about the environment your company operates in: 

 

The environment is very safe, there 

is little threat to survival and well-

being  

1 

 

 

 

2 

 

 

 

3 

 

 

 

4 

 

 

 

5 

 

 

 

6 

The environment is very risky, a 

false step can be our undoing 

 

7 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 
The environment is rich in 

investment and marketing 

opportunities 

1 

 

 

 

2 

 

 

 

3 

 

 

 

4 

 

 

 

5 

 

 

 

6 

The environment is very 

stressful, hostile, it is very hard 

to keep afloat   

7 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 
An environment my firm can 

control; little competition; few 

hindrances   

 

1 

 

 

 

 

2 

 

 

 

 

3 

 

 

 

 

4 

 

 

 

 

5 

 

 

 

 

6 

Dominating environment; my 

firm counts for very little; 

tremendous competitive, 

political & technological forces 

7 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please use the rating scale below to indicate the level of importance for each item as it relates to your company, 

ranging from 1 for Not Emphasized to 7 for Highly Emphasized.  

 

 Not 

Emphasized 

1 

 

 

2 

 

 

3 

Neither     

 

4 

 

 

5 

 

 

6 

Highly 

Emphasized 

7 

Superior service ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Quality control ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Satisfaction of customer needs ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
High quality products ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Product/service development and 

innovation ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Innovative marketing ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Superior technology 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please indicate the level of favorability, ranging from 1 for Highly Unfavorable to 7 for Highly Favorable.  

 

 Highly 

Unfavorable 

1 

 

 

2 

 

 

3 

Neither     

 

4 

 

 

5 

 

 

6 

Highly 

Favorable   

7 

This company had up-to-date equipment 

and computer technology ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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We have employees with international 

experience ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
This company has strategic 

alliances/linkages ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
This company has key customer service 

abilities ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
This company has unique products and 

services ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
Please indicate for each question below the level of importance ranging from 1 for Disagree Completely to 7 for 

Agree Completely.  

 

 Disagree 

Completely 

 

1 

 

 

 

2 

 

 

 

3 

Neither 

Agree nor 

Disagree  

4 

 

 

 

5 

 

 

 

6 

Agree 

Completely 

 

7 

We are among the first to implement 

progressive and innovative processes and 

practices 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

The management of our company 

supports projects that are associated with 

higher risks and returns 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We actively observe and adopt best 

practices ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We actively observe new practices and 

exploit them in our own business ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We recognize early on such technological 

changes that may have an effect on our 

business 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We are able to take on unexpected 

opportunities ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We search for new practices all the time ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
In uncertain decision-making situations 

we prefer bold action to make sure that 

possibilities are exploited 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We allocate our resources continuously to 

new and promising operation areas of our 

business 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
The following are considered to be strategic priorities for many companies.  Please rank the following as they 

pertain to your company from 1 = the most important on your priority list, to 9 = the least important.  

 Nurture a protected market (you focus on current customers) __________ 

 Isolate firm from rivals (separating firm from competitors) __________ 

 Extract temporary profits (a focus on short-term profitability) __________ 

 Economies of scale (a focus on high productivity) __________ 

 Market share control (gaining more customers) __________ 

 Build brand loyalty (happy, returning customers) __________ 

 Market timing (sensing opportunities and act accordingly) __________ 

 Information (on all aspects of the business) __________ 

 Speed of response (quick and responsive to situations) __________ 

 

 

These questions ask about sources of funding (not amounts).  Please indicate all applicable sources of funding 

for your business.  (Note: More than one response can be chosen) 
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Commercial (traditional) banks 
❏ 

Family, friends and other relatives ❏ 
State loan/grant programs ❏ 
Federal loan/grant programs ❏ 
Regional loan/grant programs ❏ 
Local/municipal loans or grants ❏ 
Commercial finance or leasing companies ❏ 
Venture capital firms ❏ 
Special program funding (e.g. minority, women, etc.) ❏ 
Private / individual investors ❏ 
Funding has solely come from business operations ❏ 
Personal savings ❏ 

 
Has your company received advisory assistance from government sources? 

1. Yes 

2. No 

 

If you answered yes to the previous question, please indicate: 

1. City 

2. State 

3. Federal 

4. Regional 

5. Other 

 

This section asks about your companys relationships, employees and how it uses knowledge.  Please indicate for 

each question below the level of importance ranging from 1 for Disagree Completely to 7 for Agree Completely.  

 

 Disagree 

Completely   

 

1 

 

 

 

2 

 

 

 

3 

Neither 

Agree nor 

Disagree  

4 

 

 

 

5 

 

 

 

6 

Agree 

Completely 

 

7 

Our business maintains close relationships 

with our key customers ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our business maintains close relationships 

with our key suppliers ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our business has close relationships with 

government officials ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our business has close relationships with 

university professors, scientists or 

engineers 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our business has close relationships with 

bankers and financial institution people ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our business has close relationships with 

people who sit on the board of directors of 

other firms 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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Our business has close relationships with 

people who sit on government committees 

in our industry 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our business has close relationships with 

key members of trade and industry 

associations 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our company exchanges knowledge with 

our business partners ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can acquire knowledge 

about new products/services in our 

industry 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our company can acquire knowledge 

about our competitors within our industry ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can convert competitive 

information into plans of action ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company takes knowledge from 

individuals and uses it in the organization ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can integrate different 

sources and types of knowledge ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can apply knowledge 

learned from our mistakes/experiences ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company can use knowledge to 

develop new products/services ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company uses knowledge to improve 

efficiency ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company quickly applies knowledge 

to critical competitive needs and problems ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our employees have a suitable education 

to fulfill their jobs ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our employees are well trained ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our employees hold suitable work 

experience for accomplishing their job 

successfully 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our employees are well skilled 

professionally to accomplish their job 

successfully 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

No one knows their job better than our 

employees ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Problems here are easy to solve once 

employees understand the consequences 

of their actions, a skill they have acquired 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Our employees do not know why, but 

sometimes when they are supposed to be 

in control they feel they are being 

manipulated 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

If anyone can find an answer, it is our 

employees ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Employees go home the same way they 

arrived, feeling they‟ve not accomplished 

much 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Considering the time spent on the job, 

employees feel thoroughly familiar with 

their tasks 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Doing this job well is required in itself ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Mastering their jobs means a lot to our 

employees ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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This section asks about the way your company handles resource management issues.  Please indicate for each 

question below the level of importance ranging from 1 Strongly Disagree to 7 for Strongly Agree.  

 

 Strongly 

Disagree   

 

1 

 

 

 

2 

 

 

 

3 

Neither 

Agree nor 

Disagree  

4 

 

 

 

5 

 

 

 

6 

Strongly 

Agree       

 

7 

Management shows strong leadership, 

partly through creating a team-building 

atmosphere 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

This company finds creative and innovative 

ways to get the job done ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Roadblocks merely represent challenges to 

be overcome ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
As the business proceeds, subsequent new 

opportunities emerge, which we recognize, 

evaluate and exploit 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

The business model we have is important, 

but it must incorporate change ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company is organized so that we can 

adapt to different situations quickly and 

easily 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

The company must stay flexible, for both 

strategic and everyday decisions ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
If we want something done, we utilize 

others, in and outside our company to make 

it happen 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We cannot achieve high growth alone ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company is very aware of the total 

environment and applies it to decisions ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Networking, information scanning and 

intuition combine to guide decisions at 

critical moments 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We are not bogged down in the clutter of 

daily concerns ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Short-term issues and problems are seen 

through the lens of the big picture, focusing 

on the long-term direction of the company 

❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 
The following questions ask for information in general about your companys performance.  It is not intended to 

ask for confidential information; therefore, there are quite broad intervals for your answers.  This is only used to 

estimate how different companies responded to questions and all information is grouped together as statistics. 

Please mark the approximate figures for employees for your business in the last four years (if applicable). 

 

 2004 2005 2006 2007 

Number of Employees ❏ ❏ ❏ ❏ 
 

Please indicate the figure that best describes the annual sales growth of your company for the last four years 

(estimates can be applied). 

 

 loss % same 1 - 5% 6 - 10% 11 - 20% 21 - 30% More than 

30% 

2004 ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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2005 
❏ ❏ ❏ ❏ ❏ ❏ ❏ 

2006 ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
2007 ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

 

Please indicate your agreement or disagreement with the following statements about your company, ranging 

from 1 for Disagree Completely to 7 for Agree Completely.  

 

 Disagree 

Completely 

 

1 

 

 

 

2 

 

 

 

3 

Neither 

Agree nor 

Disagree  

4 

 

 

 

5 

 

 

 

6 

Agree 

Completely 

 

7 

Our company is exceeding our sales goal ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company is exceeding our growth 

goal ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Our company is performing well ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We perform better than our competitors ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We intend to significantly increase 

production ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
We intend to open new locations ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

We intend to introduce new 

products/services ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
 

How satisfied have you been with your companys performance during the last three years considering the 

following aspects?  Please indicate ranging from 1 for Strongly Dissatisfied to 7 for Strongly Satisfied.  

 

 Strongly 

Dissatisfied 

 

 

1 

 

 

 

 

2 

 

 

 

 

3 

Neither 

Satisfied 

nor 

Dissatisfied 

4 

 

 

 

 

5 

 

 

 

 

6 

Strongly 

Satisfied  

 

 

7 

Sales volume ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Market share ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Profitability ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Market access ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
Development of image/reputation ❏ ❏ ❏ ❏ ❏ ❏ ❏ 

Development of know-how ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
As a whole ❏ ❏ ❏ ❏ ❏ ❏ ❏ 
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Is there anything else you would like to share with us about your business and/or this questionnaire? 

 

 

 

 

 

 

A random drawing for four (4) $50 fuel vouchers will be done after all survey responses have been received and 

the information compiled.  To help maintain anonymity, please indicate only a first name and preferred method 

with contact information below. 
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Appendix 4.5 Cover letter for printed survey (Australia) 

 

 

Dear Business Owner/Manager: 
 

 

We would like to invite you to help us understand how small companies grow.  Your 

response to this survey is very important to know how businesses accumulate and manage 

various resources available to them (for example employees, technology or finances). 

 

The research is being conducted through Griffith University, Queensland, Australia.  The 

questionnaire should take about 10-15 minutes to complete.  All information is completely 

anonymous and confidential and used only as grouped statistics per strict ethical and 

confidentiality guidelines.   

 

The contribution of this information is very important and we request that you answer each 

question.  There are no “right” or “wrong” answers, simply respond with the option that most 

closely fits your business. 

 

 

Thank you for assisting in this research. 

 

 

 

 

 

David Price 

Griffith University 
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Appendix 4.6a Cover letter for online survey (Australia) 

 

 

 

Dear Business Owner / Manager: 
 

We would like to invite you to help us understand how small businesses grow.  Below is a 

link to a survey which will help us better understand how businesses accumulate and manage 

various resources (for example employees, technology or finances). 

 

The research is being conducted as part of the requirement of a PhD thesis in the area of 

entrepreneurship, through the Griffith University School of Business, Gold Coast, 

Queensland.  The Queensland government has supported this project as it is focused on 

specific strategic areas of interest where results can inform government policy.  

 

The questionnaire will take about 10-12 minutes to complete.  All information is completely 

confidential and anonymous and used only as statistics per the strict ethical and 

confidentiality guidelines of Griffith University.   

 

 

Please take the time to click on the link provided and complete the survey, and thank you for 

your assistance. 

 

http://www.questionpro.com/akira/TakeSurvey?id=913062 

 

 

 

Rick Andrew 

Executive Director 

Science Infrastructure and Engagement 

Department of Tourism, Regional Development and Industry 

rick.andrew@dtrdi.qld.gov.au 

 

 

 

 

David Price 

PhD Candidate 

Griffith University / Gold Coast 

d.price@griffith.edu.au 

 

 

http://www.questionpro.com/akira/TakeSurvey?id=913062
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Appendix 4.6b Follow-up cover letter for online survey (Australia) 

 

Dear Business Owner / Manager:  

Have you had a chance to complete our survey?  If you have already completed the 

survey thank you for your participation and please feel free to ignore this reminder. 

Recently, we emailed you a survey to better understand how companies such as yours use 

resources to grow.  The Queensland government has supported this research as it is focused 

on specific strategic areas of interest where results can inform government policy.  

In appreciation, you will be entered into a random drawing for four (4) $50.00 fuel vouchers.  

In addition, upon completion of our results analysis, we will share some highlights from the 

survey findings with you. 

Please click on the following link to complete the survey and thanks for your valuable time: 

http://www.questionpro.com/akira/TakeSurvey?id=913062 

  

Rick Andrew 

Executive Director 

Science Infrastructure and Engagement 

Department of Tourism, Regional Development and Industry 

rick.andrew@dtrdi.qld.gov.au 

  

  

David Price 

PhD Candidate 

Griffith University / Gold Coast 

d.price@griffith.edu.au 

 

 

 

 

 

 

http://www.questionpro.com/akira/TakeSurvey?id=913062
javascript:main.compose('new','t=rick.andrew@dtrdi.qld.gov.au')
https://ims.washburn.edu/java_script:main.compose('new','t=d.price@griffith.edu.au')
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Appendix 4.7 Cover letter for printed survey (United States) 

 

 

 

Dear Business Owner / Manager: 
 

We would like to invite you to help us understand how small businesses grow.  Your 

response to this survey is very important to know how businesses accumulate and manage 

various resources available to them (for example employees, technology or finances). 

 

This survey will be completed by small businesses in the United States and Australia.  It is 

being conducted through Washburn University, Topeka, Kansas and Griffith University, 

Queensland, Australia.   

 

The online questionnaire should take about 10-12 minutes to complete.  All information is 

completely anonymous and confidential and used only as statistics per the strict ethical and 

confidentiality guidelines.   

 

The contribution of this information is very important and we request that you answer each 

question.  There are no “right” or “wrong” answers, simply respond with the option that most 

closely fits your business. 

 

 

Thank you for your assisting us in our research. 

 

 

 

Dr. David Sollars 

Dean, Washburn University School of Business 

 

 

 

 

David Price 

Washburn University/Griffith University 
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Appendix 4.8 Cover letter for online survey (United States) 

 

 

 
 

 

 

 

Topeka Independent Business Association  

Topeka's Voice for Independent Businesses!  
 

June 23, 2008  

In This Issue    

 HOW DOES 

YOUR BUSINESS 
GROW? 

 

 

Washburn University / 
Griffith University Survey  

  

 Take the Survey 

 

 

HOW DOES YOUR BUSINESS GROW?    
Washburn University and Griffith University Want to 
Know  

TIBA members have been invited to participate in an 

online survey studying how small businesses grow. 

Specifically, the survey is looking to find out how 

businesses accumulate and manage various resources, 
such as employees, technology, and finance.  

The study is being conducted through Washburn 

University of Topeka and Griffith University, 

Queensland, Australia.  

The online questionnaire should take 10-12 minutes to 

complete. As with all surveys in which TIBA asks you to 

participate, the information you provide is anonymous 
and confidential.  

Survey participants are eligible to win one of four $50 

fuel vouchers. Just fill out the information on the last 
page after completing the questionnaire.  

To take the survey, click on the link at the left.  

 

 
OUR MISSION:  

The Topeka Independent Business Association is 

organized to promote the formation, growth and 

viability of small and independently owned businesses 

in the Topeka area.  
 

 

Join our list    

Join our mailing list! 

Join
 

 
 

 

 

  
  

 

 

 

 

imap://david%2Eprice@ims.washburn.edu:143/fetch%3EUID%3E/INBOX%3E25890#article1
imap://david%2Eprice@ims.washburn.edu:143/fetch%3EUID%3E/INBOX%3E25890#article1
imap://david%2Eprice@ims.washburn.edu:143/fetch%3EUID%3E/INBOX%3E25890#article1
http://rs6.net/tn.jsp?t=nca9qocab.0.0.8vmjwybab.0&p=http%3A%2F%2Fwww.questionpro.com%2Fakira%2FTakeSurvey%3Fid%3D951725

